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Senate Appropriations Room 109

MEETING NOTICE
-

Call to Order

-

Approval of Minutes of January 23, 2007.

-

DIRECTOR'S REPORT (if necessary).

1.

ARIZONA STATE UNIVERSITY – Review of Polytechnic Central Plant Facility.

2.

NORTHERN ARIZONA UNIVERSITY
A.
Review of New Residence Hall Bond Project.
B.
Review of FY 2007 Building Renewal Allocation Plan.

3.

UNIVERSITY OF ARIZONA – Review of FY 2007 Building Renewal Allocation Plan.

4.

ARIZONA GAME AND FISH DEPARTMENT – Review of FY 2007 Building Renewal
Allocation Plan.

5.

ARIZONA STATE SCHOOLS FOR THE DEAF AND THE BLIND – Review Scope, Purpose,
and Estimated Cost of Capital Projects.

6.

Presentation on Capitol Mall Plans.

The Chairman reserves the right to set the order of the agenda.
4/3/07
People with disabilities may request accommodations such as interpreters, alternative formats, or assistance with physical accessibility.
Requests for accommodations must be made with 72 hours prior notice. If you require accommodations, please contact the JLBC Office
at (602) 926-5491.
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MINUTES OF THE MEETING
JOINT COMMITTEE ON CAPITAL REVIEW
Tuesday, January 23, 2007
The Chairman called the meeting to order at 8:10 a.m., Tuesday, January 23, 2007 in Senate Appropriations
Room 109 and attendance was as follows:
Members:

Senator Burns, Chairman
Senator Aboud
Senator Aguirre
Senator Arzberger
Senator Johnson
Senator Verschoor
Senator Waring

Absent:

Representative Pearce, Vice-Chairman
Representative Groe
Representative Kavanagh
Representative Lujan
Representative Schapira

Representative Boone
Representative Lopes

Hearing no objections from the members of the Committee, Chairman Robert Burns stated the minutes of
November 15, 2006 would stand approved.
ADOPTION OF COMMITTEE RULES AND REGULATIONS
Chairman Burns stated that the rules are the same as in the past with a couple of exceptions. Rule 12 and Rule 14
are new rules put in place based on statute passed in the last session.
Representative Russell Pearce moved that the Committee adopt the rules with the changes. The motion carried.
ARIZONA STATE UNIVERSITY
A.

Review of Indirect Financing for Downtown Campus Student Housing Project.

Mr. Lorenzo Martinez, JLBC Staff, stated that Item 2A is a review of a university indirect debt financing
project. Arizona State University (ASU) plans to enter into an agreement with a private developer to provide
student housing at the Downtown Campus. The project would provide 1,200 to 1,300 beds in 2 phases. The
first 700 to 750 beds will be available in August 2008, the remaining beds will be available August 2009. The
total project cost including financing would be approximately $116 million that the private developer would
finance and use for construction. The developer would enter into an agreement with the City of Phoenix, who
is providing a portion of the land for this project. ASU, as the third party, would not solicit any other entities to
develop student housing provided the private developer operates the facility to the standards that are developed.
ASU would also provide the land for future project phases. In addition, ASU is guaranteeing an occupancy
level for the developer to make sure enough revenue is generated in case there are not enough students. ASU is

-2limited to $1.2 million should that occur. Rent revenues would be used to make the debt payments and
operational costs. The agreement includes a 30-year land lease and it is estimated that the financing would be
repaid over 23 years. After the payoff, the land and facilities would become ASU property.
Chairman Burns asked if ASU had any liability relative to the safety of students.
Mr. Martinez replied that the agreements are between the students living at the facility and the developer. ASU
has structured the agreement so they do not have any liability relative to any incidents that might occur. ASU
has stated that if something should occur, there is no guarantee that they would not be brought into potential
legal actions. The intent with the structure is there would be no liability.
Chairman Burns asked, in the event of a liability, if it would fall under the state’s self-insurance pool.
Mr. Martinez said that ASU does participate in the state’s self-insured pool. Agencies are charged an insurance
premium which is deposited in the Risk Management Fund. The fund is used to pay any state liabilities.
Chairman Burns said that this question probably cannot be answered until there is a lawsuit. There is a possible
liability to the state, since there is a financial and occupancy guarantee. He asked what types of options will be
available if ASU becomes dissatisfied with the developer’s operation.
Mr. Richard Stanley, Senior Vice President and University Planner, ASU, replied that there is an option of
stopping the endorsement of Capstone as a student housing provider if ASU finds that they do not live up to the
performance standards defined in the contract.
Chairman Burns asked what happens if Capstone were to go out of business.
Mr. Stanley replied that there will be a not-for-profit entity established which will issue the debt associated
with the project. When the project has been completed and is operating, Capstone will be the hired operator
and manager of the facility for that not-for-profit entity. If Capstone were to go out of business at that time, the
not-for-profit would look for and hire another manager for the property.
Chairman Burns said this project is outside of the university debt limit established in statute. He asked what
the debt limit would be if this project were included in the debt limit.
Mr. Stanley replied that JLBC Staff made a calculation of the debt limit and calculated an increased debt ratio
of 5.4% to 6%. The debt limit is 8%.
Representative Pearce said there are other third party financing arrangements. He asked what the overall debt
ratio would be if all the third party or other financing were included.
Mr. Stanley replied that he does not have the calculation, however, he could provide the information once it is
available.
Chairman Burns requested that the Committee give an unfavorable review with the understanding that the
project would not stop. He explained that the project establishes a new campus which is typically established
by the full Legislature. The project has few people involved in the transaction and can become an opportunity
for mischief, so this project should have broader involvement.
Representative Trish Groe referred to one of the highlights of the agreement that Capstone may raise the rent
above the maximum rental price for student accommodations. She asked, since the occupancy rate is built into
the contract, if the state would have to absorb the vacancies that were unfilled if Capstone were to raise the
rates to an uncompetitive rate.

-3Mr. Stanley replied that the contract will state that the project has to open at no more than the maximum rate.
If it cannot open at the maximum rate, then the university’s commitment to occupancy levels in the first 4 years
would not be valid. The increase in rates will be limited to no more than 4% per year. If it increases by more
than 4%, the university’s commitment to the project will not be required to be maintained. This is an attempt to
keep the rent affordable. The management of the project will have incentives to keep the rates competitive
because there is more gained by occupancy than by percentage points in the rental rate. The structure will
allow the university to open and maintain a project that is affordable for the students.
Representative Groe noted that the rate can increase to 4% or higher based on the rates of Tempe housing. She
asked if there is an area in the contract that prohibits Capstone from charging non-competitive rates in later
years if additional housing is needed.
Mr. Stanley replied that the university will enter into additional contracts with Capstone for further phases
beyond the first two phases at the time that the housing is necessary. The contracts will be negotiated at that
time. The only guarantee is that Capstone would have the first right of negotiation in future housing
developments. If there are no satisfactory arrangements reached for phase 3 or 4 as they become necessary on
the Downtown Campus, the university would not proceed. There would be no fixed terms in place for the
future contracts. The level of affordability would be determined by the circumstances in the market at the time
of negotiating the next phase.
Representative Groe asked if the contract language is available to read, since JLBC Staff stated that Capstone is
the sole provider for future housing. She would like to make sure that the correct language is in the contract
because it seems like there is no flexibility.
Mr. Stanley read an excerpt from the Arizona Board of Regents (ABOR) Executive Summary saying,
“…Approval is not being sought for any subsequent phases and ASU will review later phases with ABOR
before proceeding.” He noted that this is the intent to outline that the contractual terms were not being set.
Representative John Kavanagh asked how the fees of the shared room at $695 per month compare to the Tempe
campus.
Mr. Stanley replied that when the project opens in 2008 it would effectively be at the same rates as Tempe
housing. The rate assumes modest levels of inflation on the existing rates at the Tempe campus and the all
inclusiveness of the rate that Capstone will charge. Included in the $695 rate is telephone, internet, cable and
other services charged separately.
Representative Kavanagh asked if the students at the Downtown Campus will only take courses in their major
then travel to Tempe for general studies courses, or if this is a self-contained campus where there will be no
reason to opt for the Tempe campus housing.
Mr. Stanley said that the programs offered at the Downtown Campus will be self-contained programs. Some of
the programs such as Nursing and Journalism are self-contained. The general courses that are required in those
programs are being offered by the University College at the Downtown Campus. There may be some students
who will choose to take courses outside of the traditional structure of their curriculum and will travel to other
campuses, however, the student who is following the general curriculum in those programs will be able to take
all of their courses at that campus.
Representative David Schapira said that the Downtown Campus is a work in progress and this project is to
provide residences for the students attending the Downtown Campus. He asked how vital the project is to the
continuing progress of the campus.
Mr. Stanley said that the university believes that housing, particularly for freshmen and sophomores, is critical
on all campuses to increase the rates of retention and graduation. Data shows that students who live in
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campuses.
Senator Karen Johnson asked if there was a request for proposal (RFP) on this project.
Mr. Stanley replied that there was a request for qualifications (RFQ) process that selected the team on this
project. There was a competitor process that announced the universities intent to build downtown housing and
asked for qualified firms or groups of firms to respond and propose how they would develop the campus. The
university asked for proposal to include the nature of the housing, the nature of their experience, and their
ability to bring property where housing could be built. There were 3 groups that responded. Capstone was a
member of one of the groups that the university felt had the best combination of experience, property, and a
team with the ability to move the project.
Senator Johnson said she had concerns relative to a November 2006 Tempe housing project that had a square
foot price of $217 and a cost per bed of $64,800. This project has a cost of $294 per square foot and a cost per
bed of $85,000. This is an increase in cost that seems excessive.
Mr. Stanley replied that the comparable price shown for the Tempe housing involved land that was on a lease
with the university as opposed to land that was purchased by the developer. In this case, half of the land was
purchased by the developer at market rates. This is included in the cost whereas it was not included in the
Tempe project. The other major factor is because this is downtown housing on limited land, this is considered
to be high-rise construction with the buildings being 13-15 stories high. The construction in Tempe is 6-story
construction. There is a premium involved in high-rise construction because of different building codes and
safety issues.
Senator Amanda Aguirre asked what the requirement for liability insurance coverage is in the sublease.
Mr. Stanley said that full insurance coverage and protection will be required to be documented.
Senator Thayer Verschoor asked for clarification on the outcome of a favorable or unfavorable review.
Chairman Burns said that the unfavorable review does not stop the project. The unfavorable review is an
opportunity for the Committee to express concern about the project.
There was continued discussion on the differences between a favorable and unfavorable review.
Senator Verschoor asked if the state is responsible for the remaining vacancies if 99% occupancy is not
reached.
Mr. Stanley replied that yes, for the first 4 years at the limits stated in the meeting material.
Senator Verschoor asked what the maximum cost to the state would be if there was 0% occupancy.
Mr. Stanley replied that the commitment lasts for 4 years and is limited to the last 15% of the occupancy, up to
99%. It drops to 10% in the first year, then 5% in the subsequent years. If all of the guarantees needed to be
applied over the entire 4-year period, the total would be $3.2 million which would be the responsibility of the
university’s auxiliary budget.
Senator Verschoor asked if the total would be funded with non-appropriated money.
Mr. Stanley said that it would be covered through the auxiliary budget which is a fund that is used for all noneducational support services. The Legislature would not have to appropriate funds.

-5Senator Verschoor asked if the auxiliary fund supplants other funds that the Legislature would need to
appropriate money to if the $3.2 million were to be used.
Mr. Stanley said that no, the funds are run separately.
Senator Johnson said that past projects were brought before the Legislature for approval. She asked why this
project was not done in the same manner.
Mr. Stavneak replied that the past projects used state dollars to purchase the land or build buildings. This
project incorporates the City of Phoenix bond election. The bonds created the capacity to purchase the land or
build the buildings. There is not something that specifically says that they have to come to the Legislature to
build a campus. In this circumstance, where the financing source is the City of Phoenix, it did not require ASU
to come before the Legislature to authorize the campus. There is a provision in statute passed a year ago that
says if indirect debt financing is used, which this project is using, it is required that ASU come before the
Committee for review. Before the passing of this statute, it would not have been required to come to the
Committee for review because of the type of financing arrangement.
Senator Johnson said that this type of project should come under the purview of the Legislature.
Representative Pearce moved that the Committee give an unfavorable review as outlined in the comments by
the Chairman.
Chairman Burns requested a roll call vote on the motion.
The motion carried by a roll call vote of 7-5-0-2 (Attachment 1).
ARIZONA STATE UNIVERSITY
B.

Review of FY 2007 Building Renewal Allocation Plan.

Mr. Martinez stated that Item 2B is a review of the ASU Building Renewal allocation plan for FY 2007. In FY
2007, ABOR was appropriated $20 million for building renewal. Of that amount, ASU has received $6.5
million. ASU has submitted for review the 10 projects listed on page 2 of the JLBC recommendation memo.
The projects listed are university-wide related to building renewal projects such as roof replacements and
infrastructure repair.
There was no discussion on this item.
Representative Pearce moved the JLBC Staff recommendation that the Committee give a favorable review of
the FY 2007 Building Renewal Allocation Plan with the provision that ASU report on any reallocation above
$500,000 between the individual projects. The motion carried.
ARIZONA STATE UNIVERSITY
C.

Review of Academic Renovations and Deferred Maintenance Phase IIB Bond Projects and
Revised Scope and Cost for Instructional/Research Laboratory Renovations Phase II.

Mr. Martinez said this item has 2 components with the first being a review of a $10 million bond issuance for
academic renovations and deferred maintenance. The second is a review of revisions to bond projects that were
previously reviewed. Page 2 of the JLBC recommendation memo has the first bond issuance of $10 million.
ASU has identified 3 projects which total under $6 million. JLBC Staff recommends that the university
provide an expenditure plan for the remaining $4 million. Page 3 shows the revisions of the previously

-6reviewed $20 million bond issuance where the dollar amounts have been revised and projects have been added
or removed from the expenditure plan.
There was no discussion on this item.
Representative Pearce moved the JLBC Staff recommendation that the Committee give a favorable review of the
Academic Renovations and Deferred Maintenance Phase IIB and the Scope and Cost Revisions for
Instructional/Research Laboratory Renovations Phase II bond projects with the provision that ASU submit to the
Committee an expenditure plan for the $4,030,000 unallocated to specific projects in Academic Renovations and
Deferred Maintenance Phase IIB and 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 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.
The motion carried.
MARICOPA COMMUNITY COLLEGE DISTRICT – Review of General Obligation Bond Issuance.
Ms. Amy Strauss, JLBC Staff, presented the review of the Maricopa Community College Districts (MCCD)
proposed $240 million General Obligation (GO) Bond Issuance. In November 2004, voters approved a total
bonding authority package of $951 million that would be paid for by an increase in property taxes. At its June
2004 meeting, the Committee gave a favorable review to the entire bond proposal with the stipulation that the
district return for Committee review prior to each issuance. This request by MCCD will reflect the second
issuance. All issuances will fund capital projects as well as district-wide initiatives.
Attachment 1 in the agenda book provides a summary of the projects the district anticipates covering under the
issuance. Attachment 3 in the agenda book provides a complete list of projects funded from the first issuance.
Due to inflation, project costs were revised upward from original projections which resulted in district-wide
reductions of project scopes as well as delays on lower priority projects. Approximately 1.4 million square
feet are associated with these projects. This includes 338,000 square feet in remodeled projects and 1 million
in new square feet. The estimated average cost per square foot is $300, including $346 for new space and
$160 for renovated space. The detail for these projects is provided in the district’s project description and
construction method worksheet on Attachment 2 in the agenda book.
Senator Johnson asked what entity reviews the projects.
Ms. Strauss replied that both the MCCD business office and the governing board review the projects covered
under each bond issuance.

-7Senator Johnson expressed her concern with the problems that the Maricopa Community College District is
having and that the oversight is not there. The issuance of the $240 million with a debt service of $72 million
is difficult to approve.
Chairman Burns replied that the voters approve the bonding and the Committee approves the use of the bonds.
Representative Pearce moved that the Committee give 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. The motion carried.
DEPARTMENT OF ECONOMIC SECURITY – Review of Prescott Property Conveyance.
Mr. Eric Jorgenson, JLBC Staff, presented the review of the Department of Economic Security (DES) request
for a property conveyance with the City of Prescott. The property is located in Prescott and is adjacent to the
Prescott College. The conveyance would occur by sale of the land to the City of Prescott for the appraised
value of $530,000. The property, through an economic development agreement, would be used to expand the
Prescott College campus.
There was no discussion on this item.
Representative Pearce moved the JLBC Staff recommendation of a favorable review to the property conveyance
with the City of Prescott with the provision that prior to expenditure, DES report on the use of the proceeds of the
sale. The motion carried.
Without objection the Committee meeting adjourned at 8:50 a.m.
Respectfully submitted:

Yvette Medina, Secretary

Lorenzo Martinez, Assistant Director

Senator Robert Burns, Chairman

NOTE: A full tape recording of this meeting is available at the JLBC Staff Office, 1716 W. Adams.
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Senator Bob Burns, Chairman
Members, Joint Committee on Capital Review
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Richard Stavneak, Director

FROM:

Leah Ruggieri, Fiscal Analyst

SUBJECT:

Arizona State University – Review of Polytechnic Central Plant Facility

HOUSE OF
REPRESENTATIVES
RUSSELL K. PEARCE
CHAIRMAN 2008
TOM BOONE
TRISH L. GROE
JOHN KAVANAGH
PHIL LOPES
DAVID LUJAN
DAVID SCHAPIRA

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 ground lease agreement with
Polytechnic Campus Energy Center, LLC to construct the Polytechnic Central Plant Facility (CP Facility)
at the ASU – Polytechnic Campus.
Recommendation
The JLBC Staff recommends that the Committee give a favorable review, with the provision that this
does not constitute endorsement of any level of General Fund appropriations for the CP Facility.
Analysis
The proposed CP Facility is a 4,500 square-foot building that would supply chilled water and emergency
power to the 240,000 square-foot Polytechnic Academic Complex favorably reviewed by the Committee
in September 2007 and to the 10,000 square-foot Polytechnic Auditorium. It would be designed to
expand as needed to accommodate future campus growth. The CP Facility would also provide
automation control and noise and vibration control.
To finance the CP Facility, ASU would enter into a ground lease agreement with the newly-formed
Polytechnic Campus Energy Center, Limited Liability Company (LLC). The LLC is a creation of the
Arizona Capital Facilities Finance Corporation (ACFFC), an Arizona non-profit corporation that has
previously been formed and used to finance other ASU projects. The LLC financing does not count
against the universities’ debt ratio. The Polytechnic Campus Energy Center LLC would issue up to $18.5
million in revenue bonds to finance the construction of the CP Facility and necessary infrastructure from
the plant to the Polytechnic Academic Complex and the Polytechnic Auditorium. The maximum $18.5

(Continued)

-2million revenue bond issuance would be tax-exempt and includes capitalized interest during construction
and initial start up, as well as the cost of the issuance. The rental rate charged to the LLC for the ground
lease would be $1 per year. ASU’s ground lease agreement with the LLC is for a term of 25 years,
subject to earlier termination on repayment of the bonds, which is scheduled to occur in 22 years. Once
the bonds are repaid, ownership of the CP Facility will revert to ASU.
The actual design, construction, and operation of the CP Facility will be managed by the Arizona Public
Service Energy Services (APSES). APSES was the successful applicant to a Request for Proposal (RFP)
issued in June 2006. The LLC will be responsible for collecting an annual charge of $2.1 million from
ASU for chilled water and emergency electrical power usage. Of this amount, $1.4 million covers the
central plant debt service, $200,000 covers APSES’ purchase of electricity, water, and sewer services, and
$500,000 covers operation and maintenance costs for the central plant facility. ASU indicates that this
annual cost is comparable to utility rates at the Tempe campus. The $1.4 million portion of the billing
that covers the capital cost to construct the CP Facility would be paid directly to the bond trustee on
behalf of the LLC to cover the debt service. The remaining portion of the billing would be paid directly
to the LLC for distribution to APSES.
Part of the contract with APSES is to provide water and sewer infrastructure on the campus to connect to
the City of Mesa. The City of Mesa would reimburse APSES up to $17 million for these costs, of which
$3.5 million is allocated in the first phase for water and sewer connections to the Polytechnic Academic
Complex and the CP Facility.
RS/LR:ym
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DATE:

March 30, 2007

TO:

Senator Bob Burns, Chairman
Members, Joint Committee on Capital Review

THRU:

Richard Stavneak, Director

FROM:

Amy Strauss, Fiscal Analyst

SUBJECT:

Northern Arizona University - Review of New Residence Hall Bond Project

Request
A.R.S. § 15-1683 requires Committee review of any university projects financed with system revenue
bonds. Northern Arizona University (NAU) requests Committee review a new 372 bed residence hall
project to be financed with a $30 million system revenue issuance and $400,000 from auxiliary funds.
Recommendation
The JLBC Staff recommends that the Committee give a favorable review of the request with the
following standard university financing provisions:
•

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

•

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

•

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

(Continued)
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Analysis
NAU proposes to construct a 101,775 square foot suite-style residential complex, with classroom,
exercise, and common spaces. The 3-story complex includes 93 residential suites with 372 beds.
In FY 2007, on campus occupancy is at 90% with approximately 95% in single room demand. In Fall
2006, NAU opened with over 100 students in temporary housing, and demand for housing in Fall 2007 is
anticipated to increase by 200 students. The project site is a parking surface located centrally on campus
near several residence halls. NAU has recently completed a parking deck along Knoles Drive and across
the street from the new construction to serve residential parking needs.
Total project cost for the new residence hall project is $30.4 million, of which $30 million will be funded
by system revenue bonds and $400,000 from auxiliary funds. NAU anticipates issuing the $30 million in
AA rated system revenue bonds later this spring with a 5.25% annual interest rate and a term of 35 years.
The university estimates an annual debt service of $1,890,000, with a 35-year total of $36.2 million.
NAU anticipates operating and maintenance costs of $795,000 when the project is completed, and will
cover these expenses from university auxiliary funds. The debt service will also be paid from auxiliary
funds. Auxiliary funds are non-appropriated funds generated from self-supporting activities such as dorm
fees. Even though NAU plans to use those sources for debt service, system revenue bonds are backed by
all revenues generated by the university.
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 8.0% of each institution’s total projected annual expenditures. This
calculation is known as the debt ratio. The $30 million system revenue bond issuance would increase the
NAU debt ratio from 6.2% to 6.7%.
Table 1 below illustrates the construction and project costs associated with the new residential hall
project, as well as previous comparable projects. The total cost per square foot for the new residential
hall project is $299, in the higher end of comparable projects. Economies of scale, coupled with higher
costs of construction in the Flagstaff area, account for the difference in cost.
Table 1
Northern Arizona University
New Residence Hall Costs
Project
NAU- New Residence Hall
ASU- Barrett College
ASU- South Campus
Academic Village
ASU- Downtown
Student Housing

Total Project Cost
$ 30,400,000
$110,000,000
$130,000,000
$106,000,000

Total Cost Per
Square Foot
$299
$224
$228
$294

Cost Per Bed
$81,700
$64,700
$70,300
$85,000

NAU would contract this bond project using Construction Manager at Risk (CMAR). In CMAR, the
university competitively selects a general contractor according to quality and experience. The general
contractor manages a construction project, including the associated architect and other subcontractors,
from design to completion. The general contractor chooses a qualified subcontractor for each trade based
on price competition, selecting the lowest bid. Additionally, CMAR defines a guaranteed maximum
price, after which the general contractor must absorb almost all cost increases except those caused by
scope changes or unknown site conditions. Occasionally, in the case of substantial materials price
inflation, a university will partially cover higher costs to maintain good contractor relations.

RS/AS:ss
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DATE:

March 28, 2007

TO:

Senator Bob Burns, Chairman
Members, Joint Committee on Capital Review

THRU:

Richard Stavneak, Director

FROM:

Amy Strauss, Fiscal Analyst

SUBJECT:

Northern Arizona 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 appropriated $20 million to the Arizona
Board of Regents (ABOR) for building renewal. Of this amount, Northern Arizona University (NAU)
received $2.6 million. NAU 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:
•

NAU 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 $2.6
million of those monies to NAU for building renewal.

(Continued)

-2NAU has submitted for review the following projects, which total $2.6 million in building renewal
allocations. The costs of these projects appear reasonable and consistent with guidelines for building
renewal.
1.

Cline Library Alarm
This project replaces the failing fire alarm system and an inadequate security system in order to
bring them up to code and safety needs. This project is estimated to cost $850,000.

2.

Roof Replacement and Repair
This project replaces and repairs aging roofs in buildings on the main campus. Roofs range in age
from 25 years to 7 years. This project is estimated to cost $705,400.

3.

University Union Window Replacement
This project replaces failing window systems which currently allow water intrusion to facilities.
This project is estimated to cost $350,000.

4.

Skydome East Side Lighting Feed
This electrical update will replace failing exterior light costs, electrical conduit, and wiring and light
fixtures around the Skydome. This is meant to address safety concerns associated with the lack of
adequate lighting for public events. This project is estimated to cost $325,000.

5.

Southwest Forest Science Center Boiler Repair
This project would repair a 17 year old failing boiler with multiple leaks. This project is estimated
to cost $120,000.

6.

Americans with Disabilities (ADA) Compliance
This project is intended to address ADA compliance campus-wide, including concrete repairs and
access ramps. This project is estimated to cost $100,000.

7.

Gammage Ceiling Repair Corridors and Training Lab
This project will replace failing and worn ceiling tiles, which have been in place for 30 years. This
project is estimated to cost $60,000.

8.

Central Plant Compressor Replacement
This project replaces failing compressors which are more than 30 years old and are unable to meet
capacity for all of South Campus. These compressors control air for heating and ventilating
equipment. This project is estimated to cost $55,400.

9.

Manhole Access System
This project upgrades the manhole access system to meet code for safety testing. This project is
estimated to cost $54,000.

10. Sculpture Facility Gas Line
This project upgrades gas lines necessary to support building heating. This project is estimated to
cost $20,200.
The above projects total $2.6 million in building renewal funding. Final project costs may change, as
they will not be finalized until the projects are bid.
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DATE:

March 28, 2007

TO:

Senator Bob Burns, Chairman
Members, Joint Committee on Capital Review

THRU:

Richard Stavneak, Director

FROM:

Leah Ruggieri, Fiscal Analyst

SUBJECT:

University of Arizona – 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, the University of Arizona (UA) received $10.9
million. UA 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:
•

UA 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 $10.9
million of those monies to UA for building renewal.
UA has submitted for review the following projects, which total $10.9 million in building renewal
allocations. Final project costs may change, as they will not be finalized until the projects are bid. The
costs of these projects appear reasonable and consistent with guidelines for building renewal.
(Continued)

-21.

Veterinary Science and Microbiology Heating, Ventilating, and Air Conditioning (HVAC)
Improvements Phase 1
The primary purpose of this project is to renovate the building exhaust system to present day
standards for laboratories. The project will upgrade the HVAC system to comply with applicable
codes and provide the capacity to meet the modern thermal loads of the building. Architectural and
electrical improvements will also be made. This project is estimated to cost $1,600,000.

2.

Robert L. Nugent Building Renovations
This project will enable the consolidation of several groups within the Department of Multicultural
Programs and Services. This project is estimated to cost $200,000.

3.

Old Main Renovations
Old Main is the UA’s oldest building. This project will include exterior restoration and interior
renovations necessary to preserve the building and relocate the Office of Admissions and orientation
Services. This project is estimated to cost $1,950,000.

4.

Administration Building – Renovation of Suites 302, 316, and 322
This project will renovate the Administration Building suites that house the Graduate College
Admissions and Degree Certification programs. The renovation will include replacing carpet and
ceiling tiles, replacing main service counters with Americans with Disabilities Act (ADA) compliant
counters, upgrading of electrical wiring, and building new office spaces. This project is estimated to
cost $250,000.

5.

Architecture Building Renovations
This renovation project will modernize existing building systems and infrastructure, as well as
improve the function and organization layout to more fully integrate the new expansion. This
project is estimated to cost $2,830,000.

6.

Gould- Simpson Building – Renovation of Labs 105, 105B, 111, and 117
This project will include renovating labs that experienced water damage due to flooding and creating
laboratories for the Department of Geosciences. This project is estimated to cost $508,000.

7.

Gould-Simpson Fume Hoods
This project will replace deteriorated fume hoods throughout the building that are a health concern.
These replacements are estimated to cost $492,000.

8.

Arizona Health Sciences Center – Renovation of Multi-Discipline Laboratories (MDL) 3rd Floor
This project will renovate the third floor of the MDL at the Health Sciences Center. This project is
estimated to cost $800,000.

9.

Harshbarger – Renovation of Labs 220, 222, 250D, 306 & 366
This project will renovate laboratory space used by the College of Engineering, Hydrology & Water
Resources. This project is estimated to cost $585,000.

10. Campus Electrical Infrastructure
This project will replace and upgrade critical distribution electrical transformer infrastructure
components campus wide. This project is estimated to cost $1,685,000.
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DATE:

March 29, 2007

TO:

Senator Bob Burns, Chairman
Members, Joint Committee on Capital Review

THRU:

Richard Stavneak, Director

FROM:

Jeremy Olsen, Fiscal Analyst

SUBJECT:

Arizona Game and Fish Department – Review of FY 2007 Building Renewal Allocation
Plan

Request
The Arizona Game and Fish Department (AGFD) requests Committee review of its FY 2007 Building
Renewal allocation plan of $430,800 from the Game and Fish Fund.
Recommendation
JLBC Staff recommends that the Committee give a favorable review of the department’s building renewal
allocation plan. The $430,800 plan includes the following expenditures:
•
•
•

$57,600 for fish hatchery projects.
$332,700 for shooting range projects.
$40,500 for office, storage, and wildlife area projects.

Analysis
Laws 1986, Chapter 85 established the Joint Committee on Capital Review (JCCR) 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 JCCR review of the expenditure
plan for Building Renewal monies. Laws 2006, Chapter 345 appropriated a total of $430,800 in FY 2007
from the Game and Fish Fund to the AGFD for building renewal activities
The AGFD has more than 270 structures within its building and infrastructure system across the state
totaling over 542,000 square feet. Facilities include the department headquarters in Phoenix, 6 regional
offices, fish hatcheries, and multiple residences and storage buildings. The FY 2007 proposed Building
Renewal expenditure plan is illustrated in the following table:

(Continued)
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Category
Fish Hatchery Projects
Page Springs/Bubbling Ponds – Office and Residential Maintenance
Tonto Creek - Visitor Center and Residential Maintenance
Canyon Creek – Residence and Hatchery Renovations
Silver Creek – Residential Maintenance and Driveway Resurfacing
Shooting Range Projects
Ben Avery Rifle/Pistol Ranges – Electrical Renovations
Ben Avery Clay Target Center – Electrical Renovations
Contingency
Other Projects
Deer Valley Airport Hangar – Roof repairs
House Rock Wildlife Area – Residence Renovations
Deer Valley Campus – Miscellaneous Repairs as Needed
Flagstaff Regional Office – Replace Security Gate
Unanticipated modifications or repairs
Total

Building Renewal
Allocation

Total
Cost

$ 38,400
5,200
10,000
4,000

$ 96,300
15,700
13,900
17,000

141,200
133,500
58,000

349,500
872,800

5,000
14,000
5,000
4,000
12,500
$430,800

5,000
20,000
5,000
14,000
$1,409,200

The department has indicated the additional project costs will be funded from other fund sources. The
submitted material provides additional detail for each project. The projects are consistent with building
renewal guidelines and appropriations.
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DATE:

March 30, 2007

TO:

Members, Joint Committee on Capital Review

THRU:

Richard Stavneak, Director

FROM:

Nick Klingerman, Fiscal Analyst

SUBJECT:

Arizona State Schools for the Deaf and the Blind – Review of Scope, Purpose, and Cost
Estimates for Capital Projects

Request
The Arizona State Schools for the Deaf and the Blind (ASDB) requests a favorable review of the scope,
purpose, and cost estimates for capital projects to be funded with its $19 million capital appropriation
from Laws 2006, Chapter 345 (Capital Outlay Bill). Chapter 345 requires ASDB to submit to the
Committee the scope, purpose, and cost estimates for these projects. ASDB would also fund these capital
projects with $300,000 from their Operating Budget that has been designated for air conditioner
replacement. ASDB plans to use about $13 million of the capital appropriation to replace the middle
school and high school buildings on its Phoenix Campus, $5 million to replace the Tucson vocational
education building and remodel its annex, and $1 million to finish air condition installation at the Tucson
dormitories.
Recommendation
The JLBC Staff recommends that the Committee give a favorable review of the projects with the
provision that ASDB report the final Guaranteed Maximum Price (GMP) for the projects.
Analysis
Background
ASDB currently operates 2 central campuses, one in Tucson that consists of 34 buildings and one in
Phoenix that consists of 20 buildings. In a report presented to the Committee on December 2, 2004, the
Schools Facilities Board (SFB) estimated that the minimum space per student at ASDB should be 875
square feet including not only classrooms, but also libraries, physical education areas, administrative
space, auditoriums, and other types of required school space (other than dormitories). SFB set the square
foot guidelines relative to schools in other states that are similar to ASDB. Currently, ASDB is providing
about 495 square feet per student. The projects described below would increase that average to
approximately 562 square feet per pupil, as well as eliminate some existing quality deficiencies.
(Continued)

-2Projects
The table below shows ASDB’s capital projects and cost estimates. Funding for the projects includes
ASDB’s $19 million capital appropriation and $300,000 appropriated to ASDB for air conditioner
replacement.
ASDB Capital Projects
Project
New Middle School and High School
Finish Air Conditioning Dorms
New Vocational Building & Health Center
Total

Campus
Phoenix
Tucson
Tucson

Cost
$12,703,300
1,200,000
5,396,700
$19,300,000

A discussion of each proposed project appears below.
Replace Phoenix Middle School and High School
ASDB currently uses 3 different buildings for the middle school and high school (grades 7-12) at the
Phoenix Campus. The buildings are converted from an old church. The 3 buildings have approximately
25,000 square feet in total and currently provide about 60 square feet of classroom space per pupil versus
the SFB minimum of 100. ASDB proposes replacing each of these buildings with a single 51,836 square
foot building that would address both capacity and quality deficiencies of the current structures. The
following table displays the estimated cost of the Phoenix Campus proposed middle and high school
projects:
New Phoenix Middle School and High School
Components
Build Middle School and High School
Demolish Existing Middle and High Schools
Asbestos Abatement at Existing Schools
Furniture, Fixtures and Equipment
Architecture and Engineering Fees
Other Fees, Expenses, and Contingency
Total

Estimated Cost
$9,576,100
130,000
83,100
1,213,300
848,500
852,300
$12,703,300

Based on the above table, the new middle school and high school would cost an average of $185 per
square foot to build (51,836 square feet at $9,576,100). Currently SFB provides between $138.42 and
$160.26 per square foot for new middle and high school construction, so the proposed allocation would
exceed SFB “high end” costs per square foot by approximately 15%. ASDB indicates that its
construction costs are affected by specialized infrastructure needs of students with disabilities including
mobility accommodations for students in wheelchairs and special flooring and lighting requirements
unique to its student population. The new building will consist of 28 classrooms and a multipurpose
room that can be converted to 3 classrooms. Each classroom can hold a maximum of 10 students for a
total of 310 students.
Construction is scheduled to begin June 2007 and be completed prior to August 2008. During
construction, ASDB plans to demolish the 3 existing classroom buildings on the Phoenix Campus because
they are former church buildings that were not designed to serve as schools and furthermore are not
compliant with the Americans with Disabilities Act (ADA). The second floor of the middle school
building, for example, lacks restrooms and does not have adequate wheelchair access. The Arizona
Department of Administration indicates that it would be more expensive to update these structures to
meet existing building codes and ADA compliance issues for classroom space than to replace them with
new buildings. Demolition costs for the existing middle and high school buildings are estimated to be
(Continued)

-3$130,000 (24,808 square feet at $5.24), and the cost to remove asbestos in them prior to demolition is
estimated at $3.35 per square foot (24,808 square feet at $83,100).
During construction, students will be served in other locations on the ASDB campus. However, ASDB
needs 4 additional classrooms to meet the needs of all students. ASDB proposes purchasing a 1,680
square foot modular classroom building for $105,600, or $62.85 per square foot. When construction of
the middle school/high school building is completed, ASDB will install the modular classrooms at the
Tucson Campus to replace lost space as a result of the new vocational and student health center building.
(Please see the Vocational and Student Health Center issue for more information).
The estimated middle and high school project cost for furniture, fixtures and equipment is $1,213,300
which appears reasonable as it represents 10% of total project costs.
Finish Air Conditioning Conversion for Tucson Dorms
The ASDB Tucson Campus houses approximately 175 students who live on campus during the school
year. Of the 8 dormitories on the Tucson campus, only 4 are air conditioned. The remaining 4
dormitories have evaporative cooling instead. ASDB plans to replace the existing evaporative coolers
with 4 air conditioners. These buildings do not have 3 phase electric power and will need additional
electric modifications to accommodate the new air conditioners. In addition, the buildings will require
modifications as a result of duct work changes. The table below shows ASDB’s cost estimates for this
project. ASDB received a $300,000 appropriation for air conditioner replacement in their FY 2007
operating budget. This amount will be applied to this project in addition to the $19 million appropriated
for capital projects.
Tucson Dormitory Air Conditioning Conversion
Component
Construction Cost
Architect and Engineering Fees
Asbestos Abatement
Other Fees, Expenses and Contingency
Total

Estimated Cost
$ 950,000
89,900
41,000
119,100
$1,200,000

Vocational Building and Student Health Center
ASDB proposes replacing the existing Vocational Building and the Student Health Center with a 25,000
square foot Vocational and Student Health Center building. The Vocational Building on the Tucson
Campus was built in 1952, lacks adequate wheelchair accessibility, contains safety hazards and has
antiquated electrical and other major mechanical systems. ASDB proposes to retain this building for
storage due to asbestos abatement costs.
ASDB also proposes to demolish the existing Student Health Center and the Transportation Building to
build a new Vocational and Student Health Center. The existing 4,685 square foot Student Health Center
on the Tucson Campus was built in 1949 and has experienced major building system problems in recent
years, one of which required evacuation of the building for part of the school year. The building is cooled
with individual window air conditioning units, which provide inadequate climate control and are
expensive to operate and maintain. The building also is not ADA compliant and its pharmacy and kitchen
utilize the same space, which violates health codes. Based on renovation estimates received in recent
years, ASDB believes that it would be more cost efficient to replace rather than renovate this building.
The Transportation Building was built in 1932 and is 1,374 square feet. The building is adjacent to the
current Student Health Center and will be demolished to create space for the new Vocational/Student
Health Center. After the Middle School/High School Building on the Phoenix Campus is completed,
ASDB will transport the modular buildings purchased for additional class space to Tucson to function as
(Continued)

-4the new Transportation Building. (Please see the Replace Middle School and High School issue for more
information).
The table below shows ASDB’s current cost estimate for this project. The project will cost about $160
per square foot. ASDB worked with ADOA and a 3rd party to develop the $160 per square preliminary
estimate.
Student Health Center and Vocational Building
Components
Construction Cost (25,000 sq. ft. X $160)
Asbestos Abatement
Furniture, Fixtures and Equipment
Architect and Engineering Fees
Other Fees, Expenses, and Contingency
Total

Estimated Cost
$4,002,500
40,000
500,000
392,300
461,900
$5,396,700

Procurement
Laws 2006, Chapter 345 required ASDB to submit the proposed procurement method to JCCR. The
Committee favorably reviewed the procurement method at its July 27, 2006 meeting with the provision
that ASDB contract with a 3rd party to assist with negotiations with the CMR in establishing a GMP on
both the Middle School/High School project and the Student Health Center and Vocational Building.
ASDB subsequently hired a 3rd party to provide the required oversight. The total cost for the 3rd party
contract is $40,900 and is reflected in the costs above.
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