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JOINT COMMITTEE ON CAPITAL REVIEW 
  Wednesday, June 16, 2010 

  11:30 A.M. 
  Senate Appropriations, Room 109 

 
 
 

MEETING NOTICE 
 
 

- Call to Order 
  
- Approval of Minutes of April 27, 2010. 
  
- DIRECTOR'S REPORT (if necessary). 
  
1. SCHOOL FACILITIES BOARD - Review of $100 Million Lease-Purchase Issuance. 
  
2. ARIZONA GAME AND FISH DEPARTMENT - Review of Remaining Ben Avery Shooting 

Facility Improvements. 
  

 
  
 
 
 
 
 
 
The Chairman reserves the right to set the order of the agenda. 
6/7/10 
sls 
 
People with disabilities may request accommodations such as interpreters, alternative formats, or assistance with physical accessibility.  
Requests for accommodations must be made with 72 hours prior notice.  If you require accommodations, please contact the JLBC Office 
at (602) 926-5491. 
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MINUTES OF THE MEETING 

JOINT COMMITTEE ON CAPITAL REVIEW 
 

Tuesday, April 27, 2010 
The Chairman called the meeting to order at 8:05 a.m., Tuesday, April 27, 2010 in House Hearing Room 4.  
The following were present: 
 

 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee, Chairman John Kavanagh stated the minutes of 
March 23, 2010 would stand approved. 
 
ARIZONA DEPARTMENT OF ADMINISTRATION 
 
A. Review of FY 2010 Emergency Building Renewal Project. 
 
Mr. Martin Lorenzo, JLBC Staff, stated that this item is a request to rehabilitate the water well system that is 
located at the Arizona State Prison Complex Safford’s Fort Grant unit at an estimate total cost of $160,000.  
The JLBC Staff recommended a favorable review. 
 
Mr. Mike Landry, Bureau Administrator for Engineering and Facilities, Department of Corrections, 
responded to member questions. 
 
Senator Pearce moved that the Committee give a favorable review of ADOA’s request to rehabilitate the 2 
wells located at the Fort Grant unit.  The motion carried. 
 
B. Consider Recommending FY 2010 Partial Rent Exemptions and FY 2011 Quarterly Rent 
 Payments. 
 
Mr. Juan Beltran, JLBC Staff, stated that this item is a request for recommendation of 8 partial rent exemptions 
for FY 2010 totaling $381,000.  In addition, this is a request to recommend allowing the Corporation 
Commission to make quarterly payments in FY 2011 instead of 1 annual payment due at the beginning of 
FY 2011.  The JLBC Staff recommended that the Committee recommend the proposal. 

Members: Representative Kavanagh, Chairman Senator Pearce, Vice Chairman 
 Representative Crandall Senator Aguirre 
 Representative Lujan Senator Allen 
 Representative McComish Senator Garcia 
 Representative McLain Senator Gray 
 Representative Sinema Senator Melvin 
   
Absent:   Representative Schapira Senator Aboud 
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Senator Pearce moved that the Committee recommend the proposed FY 2011 quarterly payment plan for the 
Corporation Commission and the proposed FY 2010 partial rent exemptions for the Arizona Department of 
Agriculture, Arizona Health Care Cost Containment System, Department of Commerce, Registrar of 
Contractors, Department of Juvenile Corrections, Department of Mines and Mineral Resources, Secretary of 
State, and Department of Water Resources.  The motion carried. 
 
SCHOOL FACILITIES BOARD 
 
A. Review of $100 Million Lease-Purchase Issuance. 
 
Mr. Jack Brown, JLBC Staff, stated that this is a review of School Facilities Board’s (SFB’s) $100 million 
lease-purchase issuance.  The JLBC Staff presented options to the Committee. 
 
Mr. Grant Hamill, Managing Director, Stone & Youngberg, responded to member questions. 
 
Mr. Dean Gray, Executive Director, School Facilities Board, responded to member questions. 
 
Representative Kavanagh moved that the Committee table this item until a later date pending agency response.  
The motion carried. 
 
B. Review of Lease-Purchase Refinancing. 
 
Mr. Jack Brown, JLBC Staff, stated the FY 2011 Education BRB requires SFB to enter into a refinancing 
agreement that reduces the board’s debt service obligation in FY 2011 by up to $60.0 million.  The FY 2011 
Education BRB requires that before entering into a refinancing agreement, the agreement’s proposed terms 
must be submitted for review by the JCCR.  The JLBC Staff presented options to the Committee. 
 
Senator Pearce moved that the Committee give a favorable review of the refinancing agreement with the 
provision that SFB submit a final debt service schedule associated with the refinancing agreement.  The 
motion carried. 
 
Without objection, the meeting adjourned at 9:15 a.m. 
 
Respectfully submitted: 
 
 _________________________________________ 
 Sandy Schumacher, Secretary 
 
 
 
 _________________________________________ 
 Leatta McLaughlin, Principal Fiscal Analyst 
 
 
 
 _________________________________________ 
 Representative John Kavanagh, Chairman 
 
 
 
 
 
 
NOTE:  A full audio recording of this meeting is available at the JLBC Staff Office, 1716 W. Adams.  A full 
video recording of this meeting is available at http://www.azleg.gov/jlbc/meeting.htm. 
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DATE:  June 9, 2010 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Jack Brown, Fiscal Analyst 
 
SUBJECT: School Facilities Board – Review of $100 Million Lease-Purchase Issuance 
 
Request 
 
Pursuant to A.R.S. § 15-2004, the School Facilities Board (SFB) requests the Committee review $100 
million in statutorily authorized new construction projects to be financed with lease-purchase agreements.  
SFB presents 2 methods of financing, which are summarized in Table 1.  
 
This item was heard by the Committee at the April 27, 2010 meeting, at which time it was postponed 
pending the receipt of further information from SFB. 
 
Recommendation 
 
The Committee has at least the following 3 options for both the financing mechanism and projects to be 
funded with the lease-purchase agreements: 
 
Lease-Purchase Financing  
1. A favorable review of the agreements to be financed with Build America Bonds. 
 
2. A favorable review of the agreements to be financed with Qualified School Construction Bonds. 
 
3. An unfavorable review of the agreements. 
 
New Construction Projects 
1. A favorable review of the projects. 

 
2. A favorable review of the projects with exceptions. 

 
3. An unfavorable review of the projects. 
 
Under any of the options, the JLBC Staff recommends that SFB submit a final list of projects and debt 
service schedule associated with the lease-purchase agreements.   
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(Continued) 

Analysis 
 
Lease-Purchase Agreements 
Recent budget legislation has authorized SFB to enter into a maximum of $100 million worth of lease-
purchase transactions through the end of FY 2011 to be financed with either of 2 federal bonding 
programs:  Qualified School Construction Bonds (QSCBs) or Build America Bonds (BABs). 
 
BABs are taxable bonds which entitle the state to a 35% interest subsidy from the federal government.  
This leaves the state paying the remaining 65% of interest costs, along with principal, associated with any 
lease-purchase agreement. 
 
Compared to BABs, QSCBs are taxable bonds with an even greater federal interest subsidy.  As a result, 
the overall cost is $89.3 million with QSCBs, compared to $132.5 million with BABs.  Federal law 
requires QSCB issuers to pay prevailing wages determined by the U.S. Department of Labor, which SFB 
Staff estimates would add 6% to the cost of a typical new construction project.  Because SFB new 
construction awards are based on a statutory formula, any additional Davis-Bacon costs would be 
absorbed by local school districts. 
 
SFB Staff has surveyed the districts which contain one of the projects under consideration, in order to 
gauge the district’s ability to contribute local funds to cover any additional Davis-Bacon costs.  SFB has 
indicated that with the exception of Sunnyside Unified School District, every district surveyed will be 
able to build their awarded project even with additional Davis-Bacon costs.  Sunnyside USD has 
communicated to SFB that it should be able to contribute enough local funds to complete its awarded 
project if needed, and a potential district bond election this November would make additional funds 
available. 
 
For additional information regarding the 2 federal bonding programs, please see Attachment 3 which 
contains the April 27, 2010 agenda memo. 
 
Table 1 below summarizes the 2 potential financing arrangements for the lease-purchase agreements:  
 

Table 1 
Comparison of the Two Federal Bonding Programs 

   
 BAB QSCB 
Total Proceeds $100 M $100 M 
Effective Interest Rate 3.7% 0.6% 
Davis-Bacon (Prevailing Wage Requirement) No Yes 
Total Cost Over Term $132.5 M $89.3 M 

 
Construction Schedule 
The board estimates it will oversee 9 new school construction projects in FY 2011.  Table 2 below lists 
the county in which these projects are located (see Attachment 1 for a detailed map). 
 

Table 2 
Location of FY 2011  

New Construction Projects 
  
Maricopa County   3 
Pima County  5 
Yavapai County  1 
   Total  9 

 
Of these 9 projects, 3 are in districts which are currently under capacity.  This means the district’s 
FY 2010 average daily membership (ADM) count was below the districtwide ADM capacity. 
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For additional information regarding the projects under consideration and the costs associated with each 
project, please see Attachment 3 which contains the April 27, 2010 agenda memo. 
 
Demographic Assumptions 
In response to the April 27, 2010 meeting, the Committee requested additional demographic information 
from SFB regarding the scheduled new construction projects.  Specifically, the Committee inquired about 
the underlying assumptions for districts which are currently under capacity, but were awarded schools due 
to SFB forecasting the district to be over capacity in the next 3 years (as required by statute).  SFB Staff 
indicated that it has reanalyzed each of these projects and believes the current demographic assumptions 
are accurate.  Table 3 outlines the assumptions for the 3 under capacity districts. 
 

Table 3 
Growth Assumptions For Currently “Under Capacity” Districts 

 

District Grades 
Fiscal Year 

Over Capacity 
Annual  

Growth Required 
Laveen Elementary  K-8 2012 5.6% 
Liberty Elementary K-8 2013 5.4% 
Vail Unified 9-12 2012 4.2% 

 
One of the 6 over capacity districts is Cave Creek Unified School District (CCUSD), which would receive 
$6.4 million to expand Cactus Shadows High School to accommodate an additional 285 students.  This 
has raised concerns since CCUSD has just closed Desert Arroyo Middle School, which is located 1,200 
feet northwest of Cactus Shadows.  As a result, JLBC Staff has discussed with CCUSD Staff whether the 
additional available space from the closure of Desert Arroyo Middle School could be used in place of the 
high school expansion (see Attachment 2 for a detailed map of the campuses). 
 
Any scenario involving the use of excess capacity from the closure of Desert Arroyo Middle School 
would likely involve Cactus Shadows students of 1 grade (presumably 9th or 12th grade) predominantly 
attending class at Desert Arroyo.  CCUSD has indicated that it strongly opposes this scenario and has 
given the following reasons: 
 

• Student safety when traveling between campuses.  They are connected by a dirt path across a 
desert wash. 

• Americans With Disabilities Act (ADA) accessibility. 
• Concern that the travel between campuses would serve as a disincentive to students attending the 

class level of their choice (i.e. some higher performing 9th grade students attend several 10th grade 
classes and the 2 campus setup may discourage this). 

• The 2 campuses may require a passing period of greater than 7 minutes, which is required by 
Arizona Department of Education regulations.  Lengthier passing periods may cause scheduling 
disruptions of several types. 

 
Any “2 campus” scenario would require the reclassification of Desert Arroyo Middle School as a high 
school.  With the approval of SFB, statute allows a district to initiate the reclassification of academic 
space, however, SFB has no statutory authority to require a district to reclassify its school facilities.  
 
RS/JBr:sls 
Attachment 
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DATE:  June 9, 2010 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU: Richard Stavneak, Director 
 
FROM: Ted Nelson, Assistant Fiscal Analyst 
 
SUBJECT: Arizona Game and Fish Department – Review of Remaining Ben Avery Shooting 

Facility Improvements 
 
Request 
 
A.R.S. § 41-1252 requires Committee review of expenditures plans for capital projects costing 
over $250,000.  The Arizona Game and Fish Department (AGFD) is requesting Committee 
review of the remaining $460,700 of its FY 2010 appropriation for improvements to the Ben 
Avery Shooting Facility, which is located off Interstate 17 on the Carefree Highway. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the department’s 
request to expend $460,700 in remaining funds for the Ben Avery Shooting Facility project.  
These monies are not available to help resolve the FY 2010 or FY 2011 budget shortfall due to 
federal regulations that restrict their use. 
 
Analysis 
 
A.R.S. § 41-1252 requires that the Committee review the scope, purpose, and estimated cost 
before the release of monies for construction of a new capital project costing over $250,000.  
Laws 2009, 1st Regular Session, Chapter 10 appropriated AGFD $950,000 from the Game and 
Fish Capital Improvement Fund for infrastructure improvements at the Ben Avery Shooting 
Facility.  JCCR favorably reviewed $489,300 of the $950,000 appropriation at its November 19, 
2009 meeting.  Of this amount, $282,100 was used for water and sewer line extensions and 
$207,200 was spent on driveways and parking lot improvements. 
 

(Continued) 
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The department is now seeking review of the remaining expenditures totaling $460,700.  Of this 
amount, $110,000 would be used towards the installation of electrical service to 56 new RV 
spaces.  Earthwork, final grading, and soil stabilization for construction of an RV campground, 
along with grading modifications to mitigate drainage problems, will cost $214,100.  
Construction of 4 full-service RV hook-ups is expected to cost $126,300.  These sites would 
include concrete parking slabs, covered ramadas, electric, water, and sewer hook-ups.  Finally, 
$10,300 will be used for project contingency.   
 
RS/TN:ss 
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