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JOINT COMMITTEE ON CAPITAL REVIEW 
Wednesday, May 16, 2007 

8:00 a.m. 
Senate Appropriations Room 109 

 
 
 

MEETING NOTICE 
 
- Call to Order 
 
- Approval of Minutes of April 5, 2007. 
 
- DIRECTOR'S REPORT (if necessary). 
 
1. ARIZONA STATE UNIVERSITY - Reconsider Review of Indirect Financing for Downtown 

Campus Student Housing Project. 
 
2. ARIZONA DEPARTMENT OF ADMINISTRATION - Consider Approval of FY 2008 and FY 

2009 Rental Rates for State-Owned Space. 
 
3. ARIZONA DEPARTMENT OF ADMINISTRATION/DEPARTMENT OF JUVENILE 

CORRECTIONS - Review of DJC Well Renovation Project and ADOA Building Renewal 
Allocations. 

 
4. SCHOOL FACILITIES BOARD - Consider Approval of Refinancing Deficiencies Correction 

Bonds. 
 
5. ARIZONA EXPOSITION AND STATE FAIR BOARD - Review of FY 2007 Building Renewal 

Allocation Plan. 
 
6. ARIZONA STATE PARKS BOARD - Review of State Lake Improvement Fund Projects. 
 
 
 
The Chairman reserves the right to set the order of the agenda. 
5/11/07 
 
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 
 

Thursday, April 05, 2007 
The Chairman called the meeting to order at 8:10 a.m., Thursday, April 05, 2007 in Senate Appropriations Room 
109 and attendance was as follows: 
 
Members: Senator Burns, Chairman Representative Pearce, Vice-Chairman 
 Senator Aboud Representative Kavanagh 
 Senator Aguirre Representative Lopes 
 Senator Arzberger Representative Lujan 
 Senator Johnson Representative Schapira 
 Senator Verschoor  
 Senator Waring  
   
Absent:  Representative Boone 
  Representative Groe 
 
Hearing no objections from the members of the Committee, Chairman Robert Burns stated the minutes of January 
23, 2007 would stand approved. 
 
ARIZONA STATE UNIVERSITY – Review of Polytechnic Central Plant Facility. 
 
Ms. Leah Ruggieri, JLBC Staff, presented the Arizona State University (ASU) request for Committee review of 
the proposal to enter into a ground lease agreement with the Polytechnic Campus Energy, LLC to construct a 
Central Plant Facility at the ASU Polytechnic Campus.  The Central Plant Facility would provide chilled water 
and emergency power to both the Polytechnic Academic Complex and Auditorium.  The LLC would issue up to 
$18.5 million in bonds to finance the project.  The bond issuances would not count toward the university’s debt 
ratio and would be tax exempt.  ASU would own the facility once the bonds are repaid.  The actual design, 
construction, and operation of the facility would be managed by Arizona Public Services Energy Services.  The 
JLBC Staff recommends a favorable review of the request. 
 
Discussion ensued on this item. 
 
Ms. Carol Campbell, Executive Vice President and Chief Financial Officer, ASU, and Mr. Gerald Snyder, 
Associate Vice President for Finance and Treasurer, ASU, addressed questions from the Committee. 
 
Representative Pearce moved the JLBC recommendation that the Committee give a favorable review to the 
proposal to enter into indirect financing agreements to construct the Polytechnic Central Plant Facility at the 
ASU Polytechnic Campus with the provision that this does not constitute endorsement of any level of General 
Fund appropriations for the Central Plant Facility.  The motion carried. 
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NORTHERN ARIZONA UNIVERSITY 
 
A. Review of New Residence Hall Bond Project. 
 
Ms. Amy Strauss, JLBC Staff, presented the Northern Arizona University (NAU) review of the New Residence 
Hall Bonding Project.  Projects funded by system revenue bonds require Committee review.  The project cost is 
approximately $30.4 million, of which $30 million would be funded by system revenue bonds issued in the spring 
with at AAA rating interest rate at 5% and $400,000 funded from NAU auxiliary funds.  The 372-bed residence 
hall would be located on the main campus near other residence halls.  The JLBC Staff recommends a favorable 
review with the standard provisions. 
 
The last time NAU built a residence hall, it was done through third-party financing.  This time NAU has decided 
to use issuances of revenue bonds as the financing method for the new residence hall. 
 
Discussion ensued on this item. 
 
Ms. Christy Farley, Director of Government Affairs, NAU and Ms. Kathe Shinham, Vice President for 
Administration and Finance, NAU, addressed questions from the Committee. 
 
Representative Pearce moved the JLBC Staff recommendation that the Committee give a favorable review to the 
New Residence Hall project to be financed with a $30 million system revenue issuance and $400,000 from 
auxiliary funds 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.   

 
The motion carried. 
 
NORTHERN ARIZONA UNIVERSITY 
 
B. Review of FY 2007 Building Renewal Allocation Plan. 
 
Ms. Amy Strauss, JLBC Staff, presented the review of FY 2007 Building Renewal Allocation Plan for NAU.  The 
Arizona Board of Regents (ABOR) received approximately $20 million for Building Renewal, of that amount 
NAU received $2.6 million.  A list of the projects is located on page 2 of the JLBC recommendation memo.  The 
JLBC Staff recommends a favorable review. 
 
Discussion ensued on this item. 
 
Ms. Christy Farley, Director of Government Affairs, NAU, addressed questions from the Committee. 
 
Representative Pearce moved the JLBC Staff recommendation that the Committee give a favorable review to 
the FY 2007 Building Renewal Allocation Plan with the provision that NAU report on any reallocation above 
$500,000 between the individual projects in the plan.  The motion carried. 
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UNIVERSITY OF ARIZONA – Review of FY 2007 Building Renewal Allocation Plan. 
 
Ms. Leah Ruggieri, JLBC Staff, presented the University of Arizona (UA) request for review of the FY 2007 
Building Renewal Allocation Plan.  Of the FY 2007 Building Renewal monies in the university system, UA’s 
portion is $10.9 million.  A list of the 10 projects to be funded is located on page 2 of the JLBC recommendation 
memo.  The JLBC Staff recommends a favorable review. 
 
Discussion ensued on this item. 
 
Mr. Greg Fahey, Associate Vice President of Government Affairs, UA, addressed questions from the Committee. 
 
Representative Pearce moved the JLBC Staff recommendation that the Committee give a favorable review to 
the FY 2007 Building Renewal Allocation Plan with the provision that UA report on any reallocation above 
$500,000 between the individual projects in the plan.  The motion carried. 
 
ARIZONA GAME AND FISH DEPARTMENT – Review of FY 2007 Building Renewal Allocation Plan. 
 
Mr. Jeremy Olsen, JLBC Staff, presented the review of the Game and Fish Department’s FY 2007 Building 
Renewal Allocation Plan.  There are approximately $430,000 in Game and Fish funds for 10 projects listed on 
page 2 of the JLBC recommendation memo.  The JLBC Staff recommends a favorable review of the request. 
 
Discussion ensued on this item. 
 
Mr. Fred Bloom Engineering and Construction Manager, Game and Fish Department, addressed questions from 
the Committee. 
 
Representative Pearce moved the JLBC Staff recommendation that the Committee give a favorable review to 
the FY 2007 Building Renewal allocation plan.  The motion carried. 
 
ARIZONA STATE SCHOOLS FOR THE DEAF AND THE BLIND – Review Scope, Purpose, and 
Estimated Cost of Capital Projects. 
 
Mr. Nick Klingerman, JLBC Staff, presented the review of the Capital Projects at the Arizona State Schools 
for the Deaf and the Blind (ASDB).  ASDB received 2 different capital appropriations in FY 2007.  One 
appropriation was $19 million, which was not for a specific project.  The second was an additional $300,000 
appropriated to replace air conditioners at the Tucson campus dormitories.  The projects are listed on page 2 of 
the JLBC recommendation memo.  Last July, the Committee reviewed the procurement method for the projects 
and approved using the Construction Manager at Risk procurement method.  The Committee also had interest 
in ASDB receiving third-party assistance when selecting the Construction Manager and when negotiating the 
Guaranteed Maximum Price (GMP) for the projects, which ASDB has done. 
 
The largest single project on the list is the new middle school and high school building at the Phoenix campus, 
which cost approximately $12.7 million and would be 50,000 square feet.  The actual construction cost would 
be $185 per square foot.  The square foot cost is higher than the School Facilities Board funding for new 
school construction for middle school and high school, which ranges between $138 and $162 per square foot.  
ASDB incorporates unique infrastructure items to meet the needs of the ASDB student population. 
 
The JLBC Staff recommends a favorable review of the projects with the provision that ASDB report the final 
GMP for the projects. 
 
There was no discussion on this item. 
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Representative Pearce moved the JLBC Staff recommendation that the Committee give a favorable review to 
the capital projects to be funded with the $19 million FY 2007 capital appropriation with the provision that 
ASDB report the final Guaranteed Maximum Price (GMP) for the projects. 
 
PRESENTATION ON CAPITAL MALL PLANS 
 
Mr. Kevin DeMenna, President, DeMenna & Associates, gave a presentation and issued a handout (Attachment 
A) on Capital Mall Plans. 
 
Discussion ensued on this item. 
 
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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DATE:  May 10, 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 – Reconsider 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.  In January 2007, 
Arizona State University (ASU), on behalf of ABOR, requested 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).  At their January 23, 2007 
meeting, the Committee gave an unfavorable review to the downtown campus student housing 
project, given that the campus was not established by the Legislature.  As a result, ASU has 
chosen to delay project construction until a favorable review is granted by the Committee.   
 
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. 
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Analysis 
 
The JLBC Staff memo dated January 18, 2007 detailing the ASU lease or sub-lease agreement 
with Capstone Development is included in this submission as Attachment A. 
 
Since the January 2007 JCCR review of this agreement, Senator Burns has worked with the state 
universities to enhance future legislative oversight of capital projects.  The universities are in 
agreement with Senator Burns’ current proposal to require JCCR review of capital projects that 
utilize indirect or third party financing and of university campuses that are established at new 
locations.  This proposal has been incorporated into the Senate Appropriations Committee’s 
version of the Higher Education Budget Reconciliation Bill (SB 1095).  Although this has not 
been enacted, Senator Burns has asked the Committee to reconsider its action on the ASU 
agreement with Capstone Development so as to not impede progress in the construction of 
student housing at the DPC. 
 
RS/LR:ym 
Attachment 
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DATE:  May 10, 2007 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Lorenzo Martinez, Assistant Director 
 
SUBJECT: Arizona Department of Administration – Consider Approval of FY 2008 and FY 2009 

Rental Rates for State-Owned Space  
 
Request 
 
A.R.S. § 41-792.01(D) authorizes the Committee to determine the rental rates for state-owned office and 
storage space.  The Arizona Department of Administration (ADOA) requests the Committee determine 
the FY 2008 and FY 2009 rental rates for state-owned space.  The Director of ADOA recommends the 
following FY 2008 and FY 2009 rental rates (per square foot): 
 

 Office Storage 
Current Rates $15.50 $6.00 

FY 2008 $19.50 $7.00 
FY 2009 $20.00 $7.00 

 
The Senate and House budget proposals include funding to increase the rates in FY 2008 to the 
recommended ADOA rates. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee increase the rates in FY 2008 to $19.50 per square foot 
for office space and $7 per square foot for storage space contingent upon funding being approved in the 
final FY 2008 budget.  The Senate and House budget proposals include $2.8 million from the General 
Fund and $1 million from Other Funds to fund the increased rates in agency budgets. 
 
The JLBC Staff recommends that action on FY 2009 rates be deferred to the FY 2009 budget. 
 
Analysis 
 
Rent paid for state-owned space is deposited in the Capital Outlay Stabilization Fund (COSF).  The 
monies in COSF are available for appropriation for utility payments on ADOA office buildings, Building 
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Renewal, operating costs of the Building and Planning Services and Construction Services sections of the 
ADOA General Services Division, and specific capital projects.  Agencies pay their rent from a variety of 
sources, including federal and other non-appropriated funds. 
 
State-Owned Space Rental Rates 
The current rental rate of $15.50 per square foot of state-owned space has not changed since FY 2002.  
This rate is projected to be 71% of the estimated market rate of $21.95 per square foot for Class B office 
space in FY 2008.  Historically, rental rates for state-owned space have targeted approximately 90% of 
the projected market rate for Class B office space in order to encourage state building use.  In addition, 
keeping pace with private sector rates lessens the funding requirement if an agency must relocate from 
state space to private space.  The ADOA recommended rates are approximately 89% of the projected 
market rates in both FY 2008 and FY 2009.   
 
Funding Requirements 
Increasing the rental rates requires state agencies in state space to pay the higher rate.  If agency budgets 
are not increased to pay the higher rates, agencies would have to absorb the additional costs.  The ADOA 
recommendation represents a $4.00, or 26% increase in current lease rates for state-owned space.  This 
increase would lead to a corresponding 26%, or $3.7 million increase in COSF funding, of which $2.8 
million would be from the General Fund.  The Senate and House budget proposals fund an increase 
sufficient to cover the recommended ADOA rates for FY 2008. 
 
RS/LMa:ym 
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DATE:  May 10, 2007 
 
TO:  Senator Robert Burns, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Kimberly Cordes-Sween, Fiscal Analyst 
 
SUBJECT: Arizona Department of Administration / Department of Juvenile Corrections – Review of 

DJC Well Renovation Project and ADOA Building Renewal Allocations. 
 
Request 
 
The Arizona Department of Administration (ADOA) is requesting Committee review of its proposal to re-
allocate $200,000 in FY 2007 Building Renewal monies to partially fund the purchase and installation of 
a new arsenic removal system at the Department of Juvenile Corrections (DJC) Adobe Mountain School 
juvenile correctional facility. 
 
Laws 2006, Chapter 344 (the General Appropriation Act) appropriated $340,000 from the ADOA Risk 
Management Fund in FY 2007 to bring a well at Adobe Mountain School into compliance with new 
federal arsenic regulations.  According to ADOA, the original treatment system estimate of $340,000 was 
developed in FY 2005 and would not have provided the most cost effective long term solution.  The total 
project cost is now estimated at $588,800. 
 
Recommendation 
 
The JLBC Staff recommends a favorable review of the request with the provision that, upon award of a 
contract, ADOA submit more detailed cost estimates of the arsenic treatment project to the Committee, 
including separate labor and equipment costs.  ADOA has indicated that due to an urgent need to bring 
the well into compliance, ADOA is pursuing emergency procurement in order to complete this project by 
June 30, 2007. 
 
Analysis 
 
Beginning January 2006, the U.S. Environmental Protection Agency began requiring that all public water 
systems further reduce arsenic levels in drinking water from 50 to 10 parts per billion (ppb), or an 80% 
reduction.  The well located at Adobe Mountain School provides potable drinking water to both Adobe 
Mountain and Black Canyon Schools and currently measures between 14 and 19 ppb of arsenic.  
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In FY 2007, DJC was appropriated $340,000 from the ADOA Risk Management Fund to bring this well 
into compliance.  According to ADOA, the original project cost of $340,000 would have only treated a 
portion of the water pumped from the well to reduce overall arsenic levels below the federally required 
standards.  The new infrastructure modifications would allow all water to be treated, and this system is 
automated with 24-hour remote monitoring, as compared to the original estimate that would not have had 
these options.  The new arsenic removal system will also have annual operating costs of $19,200, which 
is lower than the original estimate of $40,000. 
 
The ADOA $200,000 requested transfer of appropriation would be reallocated from the $1.5 million 
HVAC project that was to be used for cooling tower and chiller replacements in DJC buildings.  This 
funding would be restored from the FY 2008 building renewal appropriation and will not negatively 
impact the HVAC project since that project is currently only in the design stage.  At its July 27, 2006 
meeting, the Committee gave a favorable review of the ADOA FY 2007 Building Renewal allocation 
plan with the provision that ADOA submit for review any reallocations among projects.  ADOA will also 
shift $50,000 of FY 2007 unused operating monies from the ADOA Corrections Fund to reach the total 
arsenic project cost of $588,800.   
 
Estimated costs for the project components are listed in Table 1. 
 

Table 1 
Arsenic Removal Project Costs 

Category Arsenic Reduction 
Professional Fees $   50,500 
Construction Services 445,000 
Site Improvements 88,400 
Project Support 500 
Contingency      4,400 
 Total $588,800 

 
RS/KC:ym 
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DATE:  May 9, 2007 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leatta McLaughlin, Fiscal Analyst 
 
SUBJECT: School Facilities Board – Consider Approval of Refinancing Deficiencies Correction 

Bonds 
 
Request 
 
Laws 2003, Chapter 264 requires the School Facilities Board (SFB), prior to the issuance of State School 
Trust revenue bonds, to submit the projects, project bids, and the estimated annual principal and interest 
payments related to the bond agreement to the Committee for approval.   
 
SFB requests Committee approval to refinance $88.6 million of the original $246.6 deficiencies 
correction State School Trust revenue bond issuance.  Since refinancing would change the annual 
principal and interest payments of the bonds, Committee approval is needed.  Only $88.6 million is 
eligible for refinancing because only that amount is subject to optional redemption according to the terms 
of the original bond contract.     
 
Recommendation  
 
The JLBC Staff recommends the Committee approve SFB’s request to refinance $88.6 million of the 
State School Trust revenue bonds.  According to SFB, a cumulative savings of $6.6 million from FY 
2007 to FY 2018 could result from refinancing the $88.6 million as long as SFB is able to get the 
expected 4.09% interest rate.  The current interest rate on the $88.6 million is 5.75%. 
 
Analysis 
 
Laws 2003, Chapter 264 authorized SFB to issue revenue bonds in FY 2004 for up to a maximum of 
$247.1 million to pay for Deficiencies Correction Program costs.  The actual amount of the issuance was 
$246.6 million.  The revenue bonds are repaid with trust land earnings from the Permanent State School 
Fund.     
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The legislation required SFB to receive Committee approval prior to issuing the bonds.  In August 2003, 
the Committee gave SFB approval to issue short-term taxable bonds with a variable interest rate with the 
understanding that the bonds would be converted to long-term fixed rate tax-exempt bonds after resolving 
issues with the Internal Revenue Service.  In June 2004, the Committee approved conversion to long-term 
fixed rate tax-exempt bonds. 
 
The original issuance of $246.6 million was for a term of 15 years.  Refinancing $88.6 million of the 
original issuance would not change the length of the term, which ends in FY 2018.  The reason only $88.6 
million is eligible for refinancing is due to the terms of the original contract.  Long term debt issuances 
can have an optional callback feature of 10 years, as does this one.  The callback feature allows issuers to 
repurchase bonds at a specified price on certain dates in the future, which corresponds to the $88.6 
million amount.  SFB expects to obtain an interest rate of 4.09%, which could result in a savings of $6.6 
million.  Table 1 lists the possible savings for the current principal and interest payments compared to the 
projected new debt service payments in the current fiscal year through FY 2018, when the debt would be 
retired.   
 

Table 1 
Current Debt Service Compared to Projected Debt Service for  

Refinancing Deficiencies Correction Revenue Bonds 

    

Fiscal Year 
Current Debt  

Service 
New Debt  

Service Savings 
FY 2007 $  25,433,750 $  25,036,692 $  397,058  
FY 2008 25,434,450 24,150,587 1,283,863  
FY 2009 25,433,450 24,149,588 1,283,862  
FY 2010 25,434,250 24,150,388 1,283,862  
FY 2011 25,434,475 24,150,613 1,283,862  
FY 2012 25,431,388 24,147,525 1,283,863  
FY 2013 25,432,888 24,149,025 1,283,863  
FY 2014 25,431,350 24,147,488 1,283,862  
FY 2015 25,431,225 23,047,362 2,383,863  
FY 2016 25,431,963 23,044,876 2,387,087  
FY 2017 25,430,425 23,047,750 2,382,675  
FY 2018   13,129,126   23,047,501 (9,918,375) 

 TOTALS: $292,888,740 $286,269,395 $6,619,345  
 
The expected annual savings would be $1.3 million for 7 years followed by savings of $2.4 million for 3 
years and a final payment of $9.9 million more than the current debt service payment.  Average annual 
savings would be about $550,000 since the final FY2018 payment would be almost $10 million higher 
than the current FY 2018 debt service payment.  Transaction fees associated with the refinancing are 
estimated by SFB to be about $335,000 for underwriter, bond counsel, and financial advisor costs plus 
$1.2 million for insurance.   
 
The bonds are repaid with revenues from the Permanent State School Fund.  Since these monies are used 
to help pay the costs of K-12 Basic State Aid, the General Fund has to annually backfill the loss of these 
revenues.  The refinancing will reduce the cost of payments, and therefore result in annual General Fund 
cost savings of about $1.3 million in the near term.   
 
RS/LMc:ss 
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DATE: May 10, 2007 
 
TO: Senator Bob Burns, Chairman 
 Members, Joint Committee on Capital Review 
 
THRU: Richard Stavneak, Director 
 
FROM: Dan Hunting, Fiscal Analyst 
 
SUBJECT:  Arizona Exposition and State Fair Board – Review of FY 2007 Building Renewal 

Allocation Plan 
 
Request 
 
The Arizona Exposition and State Fair Board (AESF) requests Committee review of its FY 2007 
Building Renewal allocation plan of $510,800 from the Arizona Exposition and State Fair Fund.  
At its September 2006 meeting, the Committee favorably reviewed $430,600 for 5 projects, 
leaving $1,077,800 to be reviewed. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of $510,800 for the 6 
submitted projects with the provision that AESF submit plans for the remaining $567,000 if 
monies are to be used for additional 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 
$1,508,400 in FY 2007 from the Arizona Exposition and State Fair Fund to the AESF for 
building renewal activities. 
 
The AESF is custodian of the 96-acre State Fairgrounds and Memorial Coliseum properties.  The 
FY 2007 proposed Building Renewal expenditure plan covers six projects at the site: 
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Electrical Equipment Study 
The building renewal plan includes $41,200 for an engineering study to upgrade electric 
equipment for the south parking lot.  The electric system for the south parking lot is currently at 
capacity.  This lot is the site of carnival rides during the Arizona State Fair.  Due to inadequate 
electric supply, many of these rides must augment the power supply with diesel generators which 
produce noise and exhaust.  This study will determine if existing equipment can be upgraded, or 
if full replacement is needed. 
 
Stage Area Paving 
A paving project near the southwest entrance will cost $33,800.  This 92’ x 100’ area is used as a 
stage during the State Fair, and is currently a mix of dirt and asphalt.  
 
Concrete Foundations 
The plan includes $244,896 for concrete projects.  Several grass and dirt areas near the Coliseum 
will be surfaced with concrete. 
 
Parking Lot Striping 
Striping of the north parking lot will cost of $48,900.  The existing striping in the north parking 
lot is badly faded and traffic control messages are unreadable. 
 
Energy Conservation 
Energy conservation improvements will cost $30,700.  West facing windows will be tinted to 
block heat and high efficiency lighting will be installed in the Coliseum offices.  Additionally, 
new air doors will be installed in the Coliseum’s north and south halls.  
 
Roof Repair 
Repair and analysis of the Coliseum roof will cost $111,300.  A study of the Coliseum roof 
conducted as part of a previous building renewal project revealed that 2 supporting cables have 
lost tension.  Further investigation is needed to determine how to correct the situation.  
 
Based on submitted project bids and actual historical costs for similar projects, the estimates 
appear to be reasonable.  The projects are consistent with building renewal guidelines and 
appropriations. 
 
RS/DH:ym 
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DATE:  May 11, 2007 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Matt Busby, Fiscal Analyst 
 
SUBJECT: Arizona State Parks Board – Review of State Lake Improvement Fund Projects 
 
 
Request 
 
Pursuant to A.R.S. § 5-382, the Arizona State Parks Board requests Committee review of State Lake 
Improvement Fund (SLIF) capital grants and projects totaling $2,452,100.  Of that amount, $1,500,000 
would be for planning a new recreation area near the current Lake Havasu State Park.  The remaining 
$952,100 would be used for the replacement of water mains and to provide electricity and potable water 
to the existing campsites at Lake Havasu State Park.  Of this amount, $452,100 is unused portions of 
previously awarded SLIF grants.   
 
Recommendation 
 
The JLBC Staff recommends a favorable review of the portion of the Parks Board request concerning 
$942,100 in improvements at Lake Havasu State Park.   
 
The Committee has at least the following 2 options for the $1,500,000 project to plan for a new recreation 
area to be called Contact Point: 
 
1) A favorable review of the Parks Board request for the planning and design of Contact Point with a 

stipulation that the favorable review does not constitute an endorsement of General Fund support of the 
project in the future.  The basis for a favorable review would be that the proposal is an allowable use of 
SLIF monies and there are sufficient SLIF monies available for planning.   

 
2) An unfavorable review.  The basis for an unfavorable review is that there is insufficient information 

regarding the need for, and the financial impact of, the project for the Committee to evaluate the request.  
The total cost of the project is estimated to be approximately $19 million and the long-term financing 
implications are unclear.  
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As an alternative, the Parks Board could report back to the Committee after conducting a smaller-scale study 
to assess the need for Contact Point.  The report would include an analysis of the amount of revenue that 
would be generated by the new facility, along with a long-term financing plan.  Upon reviewing that 
information, the Committee may be in a better position to assess the merits of the project before committing 
$1.5 million. 
 
Analysis 
 
Recent SLIF History and the Current Request 
 
SLIF receives its revenue from a portion of watercraft license fees and an allocation of gasoline tax 
attributable to watercraft use.  Monies in the fund are available to state agencies, counties, and local 
governments for capital improvement projects and acquisitions of real property on waters where gasoline-
powered boats are permitted.   
 
The Arizona Outdoor Recreation Coordinating Commission (AORCC), established under A.R.S. § 41-
511, reviews eligible projects and presents a list of recommendations to the Arizona State Parks Board.  
The Parks Board then submits proposed capital projects to the Committee for review, as required by 
A.R.S. § 5-382. 
 
Current AORCC guidelines establish that no more than 30% of grant/project allocations may go to the 
Parks Department, and that no other applicant may receive more than 20% of available grant resources in 
a given grant cycle.  Using the evaluation criteria, AORCC and the Parks Board have approved both 
projects for funding in FY 2007 at a total cost of $2,452,100.  
 
Contact Point Development Planning 
The Parks Board requests $1,500,000 to contract for the planning of the development of Contact Point 
recreation area located approximately 4 miles south of Lake Havasu State Park.  Lake Havasu is a man-
made lake along the Colorado River.  The Contact Point recreation area would be located on undeveloped 
land owned by the Parks Board.  However, part of the roadway that would be used to access the 
recreation area is located on Bureau of Land Management (BLM) land.  
 
The Parks Board expects to use SLIF dollars in the future to fund part of the construction of the 
development.  However, it is possible that some of the local stakeholders will also contribute to the 
development costs.  The Parks Board estimates the cost for the construction of Contact Point to total 
$19,380,000.  Of that amount, the Parks Board expects to request $17,180,000 in future SLIF grant 
cycles.  However, the project cost would have to be spread out over several years as SLIF monies are 
available (see below) and because current AORCC guidelines limit the Parks Board to 30% of SLIF 
allocations each year.  It is important to note that the amounts are Parks Board estimates and that the 
planning and design of the overall project will ultimately determine the cost.   
 
The Parks Board reports that the development at Contact Point is needed because congestion at Lake 
Havasu State Park forces traffic to back up onto Highway 95 as people are waiting to enter the park.  
They state that the problem is most severe on holidays in the summer months and to a lesser degree on 
weekends.  On holidays, the park reportedly closes its gates by 9:30 A.M. and opens the gates mid-
afternoon as soon as people leave and there are available parking spaces.  On a typical summer weekend, 
they report that the park closes the gates and stops admitting boaters around 12 P.M.  This results in a 
potential loss of revenue to the Parks Board.  The Parks Board suggests that the development of Contact 
Point along with the new road will allow for the excess traffic to wait on the new roadway instead of 
Highway 95 and additional boat launch ramps would allow for more boaters on the lake. 
 



- 3 - 
 

 

Listed below are the various projects at Contact Point along with the estimated cost for each: 
 
• Pavement of Dirt Road on BLM land - $2,200,000.  Funds will come from the Parks Board’s Arizona 

Department of Transportation account.  Currently, the road is unpaved and is used to access BLM’s 
dock on the lake.  The road is approximately 1 mile long.   

• Site preparation including grading and other earthwork - $1,500,000.   
• Marina, Fueling Station, and Boardwalk - $5,430,000.  The Parks Board would construct the new 

Marina using SLIF funds and is considering contracting with a private concession company to operate 
the Marina.  The Parks Board has a similar arrangement at Kartchner Caverns.  The Parks Board 
contracts with a private concessions vendor and retains anywhere between 3% and 27% of the 
revenues from the Kartchner Caverns gift shop.  A similar contractual arrangement could be used at 
the Contact Point marina and would potentially provide revenue to the Parks Board. 

• Marina Parking Lot - $1,750,000. 
• Beach Area - $1,000,000.  Retaining walls and erosion control is required to maintain the beach. 
• Day Use Area - $2,500,000.  This area would include amenities similar to other areas in the Lake 

Havasu State Park, including picnic tables, ramadas, restrooms, etc. 
• Potable and Wastewater Services - $2,500,000. 
• Boat Launch Area - $2,500,000. 

 
Lake Havasu State Park Improvements 
The Parks Board requests $500,000 of new SLIF funds and $452,100 of unused monies from previously 
awarded grants for capital improvements at Lake Havasu State Park’s existing facilities.  The monies 
would be used to install new 8-inch water mains with 9 hydrants and provide electricity and potable water 
to all 47 campsites throughout the park.  Currently the park has 4-inch water mains for fire suppression.  
The Parks Board was recently notified by the Fire Marshall that these mains were insufficient and need to be 
upgraded to 8-inch mains to remain in compliance.  No current campsites have electricity or potable water.   
 
The total cost of this project is estimated to be $1,020,000.  The new monies requested and the unused 
portions of previous SLIF grants total $952,100.  Of the $452,100 of unused monies, $250,000 was 
reviewed by the Committee last November for the replacement of the water mains, but estimates of the 
total cost were too low.  The remaining $202,100 was reviewed by the Committee in December 2001 for 
projects at Lake Havasu State Park but was never expended.  The Parks Board anticipates using other fund 
sources for the $67,900 balance of the total projected cost, although it is currently unclear which funds 
would be used.   
 
Status of the Fund 
 
The Parks Board estimates the uncommitted SLIF will have a FY 2007 ending balance of $13.6 million, 
prior to consideration of the $2.5 million request.  This amount has been adjusted for prior year 
obligations.  (See Attachment A.) 
 
This balance would be available for FY 2008 operating and capital expenditures.  In FY 2007, new capital 
expenses were $4.0 million and operating expenses were $3.0 million.  If similar amounts are expended 
again in FY 2008 for these items, approximately $6.6 million would remain for the Parks Board’s current 
$2.5 million request. 
 
Annual fund revenues are currently $9.5 million.  At this level, full development of Contact Point would 
require almost 2 years worth of new revenues.  Given current AORCC policy limiting the Parks Board to 
30% of project grants, it would require 6 years or more to fund the project through SLIF grants. 
 
RS/MB:ym 












