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JOINT COMMITTEE ON CAPITAL REVIEW 
  Wednesday, October 6, 2010 

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

 
 
 

MEETING NOTICE 
 
 

- Call to Order 
  
- Approval of Minutes of August 10, 2010 
  
- DIRECTOR'S REPORT (if necessary). 
  
1. SCHOOL FACILITIES BOARD - Review of Laveen Elementary School District Enrollment 

Counts. 
  
2. ARIZONA STATE UNIVERSITY - Review of Student Health Services Center and Other Bond 

Projects. 
  

 
  
 
 
 
 
 
 
 
The Chairman reserves the right to set the order of the agenda. 
9/28/10 
mt 
 
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, August 10, 2010 
The Chairman called the meeting to order at 1:35 p.m., Tuesday, August 10, 2010 in Senate 
Appropriations Room 109.  The following were present: 
 

 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee, Chairman John Kavanagh stated the minutes 
of June 16, 2010 would stand approved. 
 
ARIZONA DEPARTMENT OF ADMINISTRATION 
 
A. Review of FY 2011 Building Renewal Allocation Plan. 
 
Ms. Leatta McLaughlin, JLBC Staff, stated that this item is a review of the Arizona Department of 
Administration’s (ADOA) FY 2011 Building Renewal Allocation Plan totaling $5.0 million.  The JLBC 
Staff presented options to the Committee. 
 
Mr. John Hauptman, Capital Planner, Arizona Department of Administration, responded to member 
questions. 
 
Mr. Michael Branham, Director, Department of Juvenile Corrections, responded to member questions. 
 
Senator Pearce moved that the Committee give a favorable review of ADOA’s FY 2011 Building Renewal 
Allocation Plan with the provision that ADOA report any change in the spending plan to the JLBC Staff, 
including reallocations between projects and allocations from the contingency plan.  The motion carried. 
 
 

Members: Representative Kavanagh, Chairman Senator Pearce, Vice Chairman 
 Representative Crandall Senator Aboud  
 Representative Lujan Senator Aguirre 
 Representative McComish Senator Garcia 
 Representative Schapira   Senator Gray 
  Senator Melvin 
   
Absent:   Representative McLain Senator Allen 
 Representative Sinema 
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B. Review of FY 2009 Capitol Mall Fire Alarm Replacement Project. 
 
Mr. Juan Beltran, JLBC Staff, stated that the FY 2009 Capital Outlay Bill appropriated $491,000 from the 
Capital Outlay Stabilization Fund to ADOA for the replacement of fire systems in office buildings at the 
Capitol Mall.  ADOA is requesting to expend $491,000 to replace fire alarm systems at 1400 W. 
Washington and 1616 W. Adams.  The JLBC Staff recommended a favorable review. 
 
Senator Pearce moved that the Committee give a favorable review to expend $491,000 for fire alarm 
systems in the 2 Capitol Mall office buildings.  The motion carried. 
 
C. Review of Lewis Prison Water Project. 
 
Mr. Martin Lorenzo, JLBC Staff, stated that this item is a request from ADOA to expend $2,151,000 in 
remaining lease-purchase proceeds for production of a new production water well at the Arizona State 
Prison Complex (ASPC) Lewis.  The JLBC Staff recommended a favorable review. 
 
Senator Pearce moved that the Committee give a favorable review to expend $2,151,000 in lease-
purchase proceeds to construct a new water well at the Lewis Prison.  The motion carried. 
 
D. Consider Recommending FY 2011 Quarterly Rent Payments. 
 
Mr. Steve Grunig, JLBC Staff, stated that this item will allow 11 state agencies to facilitate cash flow by 
making 4 rent payments over the course of FY 2011, instead of 1 large rent payment due at the beginning 
of FY 2011.  The JLBC Staff recommended that the Committee recommend the proposal. 
 
Senator Pearce moved that the Committee the proposed FY 2011 quarterly payment plans for the Board 
of Barbers, Naturopathic Physicians Medical Board, Board of Examiners of Nursing Care Institution 
Administrators and Assisted Living Facility Managers, State Board of Optometry, State Board of 
Psychologist Examiners, State Boards’ Office, Acupuncture Board of Examiners, State Board of 
Dispensing Opticians, State Board of Funeral Directors and Embalmers, Board of Homeopathic and 
Integrated Medicine Examiners, and State Board of Podiatry Examiners.  The motion carried. 
 
ARIZONA STATE UNIVERSITY 
 
A. Review of Building Acquisition Bond Project. 
 
Ms. Leatta McLaughlin, JLBC Staff, stated that Arizona State University (ASU) is requesting the 
Committee review an $11.5 million bond issuance in order to purchase an office building adjacent to the 
Tempe campus.  The JLBC Staff presented options to the Committee. 
 
Mr. Steve Miller, Deputy Vice President for Public Affairs, ASU, responded to member questions. 
 
Mr. Steve Nielsen, Assistant Vice President, Real Estate, ASU, responded to member questions. 
 
Mr. Kurt Freund, Managing Director, RBL Capital Markets, responded to member questions. 
 
Senator Pearce moved that the Committee give a favorable review of ASU’s request for an $11.5 million 
bond issuance.  The review includes 3  provisions:   
 
1. ASU will not issue the bond unless the appraisals are at or below the requested $11.5 million 

issuance. 
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Standard University Financing Provisions 
2. 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.   

 
3. ASU shall provide the final debt service schedule as soon as it is available. 
 
The motion carried. 
 
B. Review of Building Renewal Bond Projects. 
 
Ms. Leatta McLaughlin, JLBC Staff, stated that this item is a review of ASU’s building renewal bond 
projects.  ASU is requesting review of a $28.2 million bond issuance for 20 building renewal projects, 
which includes general building renewal projects, classroom renovations, and lab and research space 
renovations.  The JLBC Staff presented options to the Committee. 
 
Mr. Steve Miller, Deputy Vice President for Public Affairs, ASU, responded to member questions. 
 
Senator Pearce moved that the Committee give a favorable review of ASU’s $28.2 million bond issuance 
for 20 building renewal projects with the Standard University Financing Provisions shown above.  The 
motion carried. 
 
ARIZONA GAME AND FISH DEPARTMENT - Review of Remaining Flagstaff Area Shooting 
Range Project. 
 
Ms. Leatta McLaughlin, JLBC Staff, stated that the Arizona Game and Fish Department was appropriated 
a total of $1.8 million to build a shooting range in the Flagstaff area.  At the March, 2010 JCCR meeting, 
the Committee gave a favorable review for the agency to purchase land for the shooting range at a cost of 
$1.2 million.  The Arizona Game and Fish Department is now requesting to expend the remaining 
$607,000 to construct the shooting range which will include roadway access, parking, concrete pads, and 
restrooms.  The JLBC Staff recommended a favorable review. 
 
Senator Pearce moved that the Committee give a favorable review to the Arizona Game and Fish 
Department to expend the remaining $607,000 to construct the shooting range.  The motion carried. 
 
Without objection, the meeting adjourned at 2:10 p.m. 
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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:  September 29, 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 Laveen Elementary School District Enrollment 

Counts 
 
Request 
 
At its June meeting, the Committee gave a favorable review of the $100 million lease-purchase issuance 
of Qualified School Construction Bonds, along with a favorable review of the 9 new construction projects 
to be financed with these funds.  However, the Committee included the provision that the School 
Facilities Board (SFB) not release funds for the construction of the Laveen Elementary School District 
(ESD) and Liberty ESD projects until the Committee reviews the districts’ enrollment counts in relation 
to their capacity. 
 
After analyzing preliminary enrollment data for the 2011 school year, SFB is only requesting a review of 
Laveen ESD’s enrollment counts.  Due to a decline in enrollment, SFB will not be proceeding with the 
Liberty ESD project.  SFB will be reducing the size of the bond issuance to $91.3 million. 
 
Recommendation 
 
The Committee has at least the following 2 options for the project under review: 
 
1. A favorable review of the project. 
 
2. An unfavorable review of the project. 
 
Analysis 
 
Lease-Purchase Agreements 
Recent budget legislation authorized SFB to enter into a maximum of $100 million worth of lease-
purchase transactions through the end of FY 2011.  Pursuant to A.R.S. § 15-2004, the Committee 
reviewed the projects associated with this lease-purchase agreement at its June meeting. 
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Because Laveen ESD’s enrollment declined from the prior school year, the Committee requested further 
review of the district’s enrollment counts at a later date prior to issuance of the bonds. 
 
Enrollment Overview 
SFB enrollment projections are based on a school district’s Average Daily Membership (ADM), which is 
the average number of students enrolled in a district over a certain number of days.  This statistic is 
typically taken at 2 points during the school year, the 40th school day, and the 100th school day (which is 
usually considered the final count).
 
Statute requires SFB to award a new school to a district if ADM projections show the district will be over 
capacity within the next 2-3 years.  While Laveen ESD is currently under capacity, SFB is seeking to 
begin the project under the assumption that the district will be over capacity next year. 
 
Laveen Elementary School District 
Laveen ESD is located in the southwest portion of Phoenix.  The district saw substantial growth during 
the middle part of the past decade, but this growth slowed due to the decline in the state’s housing market. 
 
Table 1 below summarizes the historical enrollment patterns of Laveen ESD: 
 

Table 1   
Historical Enrollment Counts for Laveen ESD 

   

 
School Year 

 
ADM (100th Day) 

Growth/Decline 
From Prior Year 

2005 2,089 - 
2006 2,693 28.9% 
2007 3,325 23.5% 
2008 4,407 32.5% 
2009 4,610 4.6% 
2010 4,547 (1.4)% 

  Average = 17.6% 
 
In order to analyze whether Laveen ESD will reach capacity in the near future, SFB has requested 
preliminary enrollment data from the district.  This data is not the official 40th day ADM count from the 
Arizona Department of Education (ADE), rather it is the self-reported ADM count transmitted to SFB by 
Laveen Staff in mid-August.  Along with the preliminary enrollment count, Laveen ESD staff has also 
estimated what they believe the district’s year end 100th day ADM count will be. 
 
Table 2 below compares Laveen ESD’s preliminary enrollment counts for the 2011 school year to their 
districtwide capacity. 
 

Table 2 
  

FY 2010 Enrollment 4,547 
FY 2011 Enrollment (As of 8/24/10) 4,802 
FY 2011 Enrollment (Projected Final) 4,931 
FY 2011 Growth Rate 8.4% 
  
District Capacity 5,027 
Growth needed in FY 2012 to  
   Exceed Capacity 

1.9% 

 
Laveen ESD’s estimates currently show ADM counts growing by 8.4% above their final FY 2010 
enrollment level.  However, this estimate is based on the assumption that the ADM count will continue to 
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grow throughout the school year.  Anecdotal evidence suggests that this is often the case with elementary 
school districts, as pupils tend to sign up as they move to the district, while this is not offset with students 
dropping out later in the year as is seen in districts containing high schools.  Self-reported data by Laveen 
ESD staff shows that their current ADM count is 5.6% above FY 2010, which along with continued 
growth of 2.8% through the school year, leads to an 8.4% growth overall (5.6% base growth + 2.8% mid-
year growth = 8.4% total growth). 
 
Because of the nature of the data, JLBC Staff cannot be certain that the preliminary FY 2011 ADM count 
from the district will not be revised later, as all school district enrollment data typically goes through an 
ADE review process.  Districts have until the 52nd school day to submit their 40th day ADM counts to 
ADE.  In the case of Laveen ESD, this date falls on October 21st.  In addition, the mid-year growth 
estimate of 2.8% is solely based on Laveen ESD Staff calculations.  Historically, the district appears to 
typically grow anywhere from 0% - 4% between the 40th and 100th day ADM counts, with a 5-year 
average of 1.9%. 
 
RS/JBr:sls 
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DATE:  September 29, 2010 
 
TO:  Representative John Kavanagh, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Marge Zylla, Fiscal Analyst 
 
SUBJECT: Arizona State University - Review of Student Health Services Center and Other Bond 

Projects 
 
Request 
 
A.R.S. § 15-1683 requires Committee review of any university projects financed with revenue bonds.  
Arizona State University (ASU) requests Committee review of a $14.8 million bond issuance to fund new 
construction and building renewal projects.   
 
Recommendation 
 
The Committee has at least the following 2 options: 
 
1. A favorable review. 
 
2. An unfavorable review.   
 
Under either option, the JLBC Staff recommends the following standard university financing provisions: 
 
Standard University Financing Provisions 
• 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.   

 
• ASU shall provide the final debt service schedule for the projects as soon as it is available. 
 
Analysis 
 
The $14.8 million in projects includes new construction and renovations.  Of this amount, $10.0 million 
will be for the Student Health Services Center new construction and renovation at the Tempe campus, 
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$1.5 million is for “hardscaping” (walkway renovations and lighting improvements) at the Tempe 
campus, and $3.3 million is for research and office space renovations at the Downtown campus.   
 
Financing 
The total estimated bond issuance is $14.8 million, which does not include estimated issuance costs of 
$295,000.  ASU plans on issuing Aa3 (Moody’s)/AA (S&P) rated revenue bonds for the projects in the 
winter of 2010 or the spring of 2011 with an estimated 4.5% average annual interest rate and a term of 20 
years.  The university estimates annual debt service payments of $338,900 in FY 2011 and $1.2 million in 
each FY 2012 - FY 2031, with a 20-year total cost of $23.5 million.   
 
The hardscaping project and the research and office space project will be funded from tuition revenues.  
The Student Health Services Center will be funded from the current Health and Wellness Student Fee. 
 
According to the university, any project expenditures incurred prior to the bond issuance will be funded 
from working capital cash balances, which will be repaid once the bond is issued.  Working capital cash 
balances are derived from tuition, gifts, auxiliary revenues, and other local funds held temporarily with 
expenses occurring over several months and up to a year later.  Construction for the Student Health 
Services Center will begin immediately after JCCR review. The hardscaping and research space projects 
will be scheduled based on access to the areas being renovated. 
 
A.R.S. § 15-1683 allows each state university to incur a projected annual debt service for bonds and 
certificates of participation of up to 8% of each institution’s total projected annual expenditures.  This 
calculation is known as the debt ratio.  The $14.8 million revenue bond would increase the ASU debt ratio 
by 0.13%, from 4.9% to 5.03%.   
 
Construction Costs 
Total project costs are estimated at $14.8 million.  The direct construction costs total $10.5 million, which 
includes construction labor and material costs only.  Of the remaining $4.3 million, $1.3 million is 
architect fees, $880,000 is contingency, and $2.1 million is furniture and equipment, data infrastructure, 
and other miscellaneous costs.   
 
The $10.5 million in direct construction costs includes $5.0 million in Student Health Services Center 
new construction, $2.3 million in Student Health Services Center renovations, $1.1 million in hardscaping 
and lighting renovations, and $2.1 million in lab and research space renovations.  Table 1 below provides 
a brief description of each project along with the project’s direct construction cost, square footage, and 
direct construction cost per square foot.   
 

Table 1  
ASU Bond Projects 

    

Project Direct Cost 
 

Sq. Ft. 
Direct Cost/ 

Sq. Ft. 
Student Health Services Expansion and Renovation (Tempe) $  7,320,600 33,800 $217 
Campus Site Improvements (Tempe) 1,100,000 609,800* 2 
Research and Office Spaces (Downtown)     2,112,500   15,500    136 
   Total $10,533,100 659,100 $355 
    
* gross square feet    

 
Student Health Services Center Expansion and Renovation – Tempe Campus 
The Student Health Services Center is currently 23,800 square feet and was last renovated in 1968.  The 
proposed project will renovate 14,400 square feet and demolish 8,600 square feet of the existing 23,800 
square foot building.  The project will also add 19,400 square feet to the center, resulting in a 34,600 
square foot building.  The expansion and renovation will add waiting rooms, patient exam rooms, and 
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consultation rooms, as well as offices for health programs.  ASU reports that the new construction and 
renovations to the Student Health Services Center will increase the current 240 student visits per day by 
40 to 50 students, decrease wait times, and increase patient privacy.   
  
The most recent project comparables submitted by ASU are a 2010 construction cost bid of $157 per 
square foot for the Gilbert Mercy Medical Building and a 2010 construction cost bid of $172 per square 
foot for the PCH Clinic in Avondale.  The Student Health Services Center bid of $217 direct construction 
cost per square foot is more expensive based on these comparable projects.  ASU notes that the other 
projects do not include demolition. ASU also submitted a comparable project with a more expensive cost 
of $230 per square foot for the San Juan Regional Medical Center Oncology Building in Farmington, 
New Mexico.  However, the purpose and location of the Oncology Building in New Mexico may not 
provide the most parallel cost comparison. 
 
This project was approved by the full Arizona Board of Regents (ABOR) on September 23, 2010.   
 
Campus Site Improvements – Tempe Campus 
ASU reports that pathways on the north portion of the Tempe campus are in poor condition and lighting is 
inadequate in some areas.  ASU estimates that $250,000 of the total $1.1 million in direct construction 
costs will be spent on improving walkways and the surrounding landscaping, $350,000 will be spent on 
lighting improvements in the same areas, and $500,000 will be used to upgrade or replace stormwater, 
waste collection and ground irrigation systems, alter vehicle entrance and egress points, and replace 
retaining walls in affected areas. 
 
Since this project’s individual cost is below $5.0 million, ABOR review approval is not required for this 
project.  
 
Research and Office Space Renovation - Downtown Campus 
This project would renovate the Arizona Biomedical Collaborative Building 1 (ABC 1) to create research 
and office space for the Nutrition, Kinesiology, and Exercise and Wellness Programs that are currently 
located at the Tempe and Polytechnic campuses.  ASU reports that these programs were recently 
integrated in to the College of Nursing, which is located at the Downtown Campus, and the renovation 
would geographically consolidate the programs.   
 
In March 2010, the Committee favorably reviewed a 14,501 square foot renovation to the ABC 1 building 
that included wet lab space.  However, this renovation did not occur, as ASU withdrew from the building 
partnership with the University of Arizona in April 2010.  The ABC 1 building was built in 2007 and the 
first and second floors that ASU occupies are currently comprised of research space without wet labs.  
The proposed project would include minimal renovations to existing office, meeting and instructional 
space, as well as more extensive renovations to the research areas for wet lab space. Direct construction 
costs for this project total $2.1 million, or $136 per square foot.  
 
Since this project’s individual cost is below $ 5.0 million, ABOR review approval is not required for this 
project.  
 
RS/MZ:mt 
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