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JOINT COMMITTEE ON CAPITAL REVIEW
Thursday, October 19, 2000

10:00 a.m.
House Hearing Room 5

AGENDA

- Call to Order

- DIRECTOR'S REPORT (if necessary).

- Approval of Minutes of September 14, 2000.

1. ARIZONA DEPARTMENT OF ADMINISTRATION - Recommendation on Rent Exemption for
Motor Pool and Maintenance Facilities.

2. ARIZONA DEPARTMENT OF ECONOMIC SECURITY- Review of the Scope, Purpose and
Estimated Cost of Safety Improvements at the Arizona Training Program at Coolidge.

3. ARIZONA GAME AND FISH DEPARTMENT - Review of FY 2001 Building Renewal
Allocation Plan.

4. ARIZONA STATE PARKS -
A. Review of State Lake Improvement Fund Projects.
B. Report on Kartchner Caverns State Park.

5. UNIVERSITY OF ARIZONA - Report on Mt. Graham Observatory Lease-Purpose Project.

The Chairman reserves the right to set the order of the agenda.

10/12/00
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) 542-5491.
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MINUTES OF THE MEETING
JOINT COMMITTEE ON CAPITAL REVIEW

Thursday, September 14, 2000
The Chairman called the meeting to order at 10:05 a.m. Thursday, September 14, 2000, in House Hearing
Room 4 and attendance was noted.

Members: Representative Burns, Chairman Senator Gnant, Vice-Chairman
Representative Cooley Senator Arzberger
Representative Johnson Senator Bowers
Representative McLendon Senator Brown
Representative Weason Senator Wettaw

Absent: Representative Daniels (Excused) Senator Smith (Excused)
Representative Nichols Senator Solomon

Staff: Richard Stavneak Jan Belisle, Secretary
Lorenzo Martinez Gina Guarascio
Bob Hull Tom Mikesell
Beth Kohler

Others: Tim Brand, ADOA Greg Gemson, House
Roger Berna, ADOA Debbie Johnston, Senate
Bruce Ringwald, ADOA Paul Davenport, Press
Bill Greeney, OSPB Lars Garcia, ADOT

APPROVAL OF MINUTES

Representative Burns asked for corrections or additions to the minutes of August 10, 2000.  Hearing none, the
minutes were approved as submitted.

DEPARTMENT OF HEALTH SERVICES (DHS)/ARIZONA DEPARTMENT OF
ADMINISTRATION (ADOA) — Review of the Scope, Purpose and Estimated Cost of the Birch Hall
Renovation and Request for Proposals for the New Civil and Adolescent Facilities at the Arizona State
Hospital.

Gina Guarascio, JLBC Staff presented the scope, purpose and estimated cost of the Birch Hall renovation for
the less restrictive alternative program for the Sexually Violent Persons (SVP) population.  The renovation will
include 27 resident rooms as well as administrative offices.  ADOA and DHS also request the review of the
Phase 2 Requst for Proposal (RFP) for the new Civil and Adolescent facilities at the Arizona State Hospital.
Phase 1 requested submissions from design-build teams detailing qualifications.  They received 9 responses
and ADOA has selected 3 teams to respond to Phase 2 of the RFP.  The responses are due from the teams on
November 6th.  The Committee will have an opportunity to review the scope, purpose and estimated cost of the
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project after a bid is selected and before construction begins.  The JLBC Staff also recommends that the master
plan for the ASH project be presented to the Committee at the November meeting.  The JLBC Staff
recommends a favorable review of the Birch Hall renovation and the ASH facilities RFP.

Senator Gnant moved that the Committee give a favorable review to 1) the scope, purpose and estimated cost
of the Birch Hall renovation and 2) the Request for Proposals for the civil hospital and the adolescent facility
of the Arizona State Hospital.  The Committee also requested that any transfers among the projects in excess
of $100,000 be reported to Joint Legislative Budget Committee Staff prior to expenditure.  The motion carried.

In response to Representative Cooley, Chairman Burns mentioned the Legislature approved the use of
$80,000,000 of the interest money from the Budget Stabilization Fund (BSF) for the ASH project.  The monies
would be repaid with Tobacco Settlement monies.

In further reply to Representative Cooley, Richard Stavneak, JLBC Staff stated the Healthy Children/Healthy
Family ballot proposition includes $75 million to build the new state hospital.  The repayment of the BSF with
the money that is being used at this point is viewed as being consistent with the overall proposition.  The JLBC
Staff thinks the BSF will continue to be repaid under the circumstances.  In the Health Arizona initiative, it is
more of a technical question because it repeals any funds created for tobacco settlement monies.  In this case a
fund was not set up, money was appropriated from the tobacco settlement into the BSF to replace the interest
earnings used for the ASH project.

ARIZONA STATE LOTTERY COMMISSION — Review of FY 2000 and FY 2001 Building Renewal
Allocation Plans.

Tom Mikesell, JLBC Staff briefed the Committee on the FY 2001 Building Renewal allocation plan.  The
JLBC Staff recommends a favorable review of the request.

Senator Gnant moved the Committee give a favorable review to the FY 2001 Building Renewal allocation
plan.  The motion carried.

ARIZONA DEPARTMENT OF TRANSPORTATION/ADOA -— Report on 17th Avenue Pedestrian
Safety Landscape Project on the Capitol Mall.

Lorenzo Martinez, JLBC Staff gave a brief report on the construction project on 17th Avenue.  The project is a
$1.8 million project.

In answer to Representative Cooley, Mr. Martinez said the project was estimated to be a 4-month project.  The
current estimate for completion is mid-November.

In reply to Representative Cooley, Lars Garcia, ADOT stated that the pedestrian improvements should be
completed by November, however, the department has indicated the need to repave the road when the other
improvements are completed.  The state transportation money will be used to do the overlay.  There will be a
speedtable as well as intersection, lighting, and pedestrian crosswalk upgrades.  The delay for completion is
due to unforeseen utility issues.  As there was a change of property owners, there were a number of utility
improvements that were not documented accurately.  The sewer drain system needed cleaning and the
documents for the construction project that existed were not up-to-date.

Representative Weason asked why this area required a traffic/pedestrian construction project.  Mr. Garcia
replied that Maricopa County did a pedestrian study that recommended a number of issues.  The route is no
longer being used as a state highway and traffic does not warrant a 4-lane roadway.  The road will be
narrowed, a speedtable will be added and sidewalks will be widened.  Traffic volume should stay the same and
trucks may avoid the area due to the speedtable.  The project is designed to make the area more pedestrian
friendly.

No Committee action was required.
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UNIVERSITY OF ARIZONA — Report on Lease-Purchase Projects.

Lorenzo Martinez, JLBC Staff presented the report on lease-purchase projects.  Current statutes do not require
legislative oversight of lease-purchase agreements entered into by the universities.  However, the universities
have agreed to report to the Committee when they are going to enter into lease-purchase agreements.  The 2
lease-purchase agreements are 1) to construct power lines to the Mt. Graham International Observatory at an
estimated cost of $12,000,000 and 2) to construct a 1,700 space parking garage and 15,000 square foot office
building.  The cost is estimated to be $17,000,000.  Of that amount, $16,500,000 will be financed with
Certificates of Participation (COPs) and the remaining $500,000 will come from revenue reserves.

Representative Cooley asked if there was an existing facility at Mt. Graham and do user fees finance it.  Mr.
Martinez mentioned that he did not know how the existing facilities were financed.  This powerline is needed
due to the addition of the new Large Binocular Telescope.  User fees will be used to repay the COPs.  The
financing repayment term could be for up to 30 years.

Chairman Burns requested Mr. Martinez gather the information and send a memo to the Committee.

No Committee action was required.

The Chairman adjourned the meeting at 10:25 a.m.

Jan Belisle, Secretary

Lorenzo Martinez, Senior Fiscal Analyst

Representative Robert “Bob” Burns, Chairman

NOTE:  A full tape recording of this meeting is on file in the JLBC Staff office at 1716 W. Adams.
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DATE: October 11, 2000

TO: Representative Bob Burns, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Paul Shannon, Senior Fiscal Analyst

SUBJECT: ARIZONA DEPARTMENT OF ADMINISTRATION - RECOMMENDATION
ON RENT EXEMPTION FOR MOTOR POOL AND MAINTENANCE
FACILITIES

Request

The Arizona Department of Administration (ADOA) requests the Committee recommend a
partial rent exemption for the tenants of the new motor pool building and the 2 new buildings at
the maintenance compound.  The exemption is required as a result of obligations for existing rent
appropriations and increased space at the new facilities.

Recommendation

The JLBC Staff recommends that the Committee recommend to the Director of ADOA a rent
exemption of $58,600 to the Facilities Management and Support Services programs of ADOA.

Analysis

Pursuant to A.R.S. § 41-792.01D, the Joint Committee on Capital Review is authorized to
recommend to the Director of ADOA a whole or partial exemption from payment of rent if an
agency does not have the financial resources for rent of state-owned space.

ADOA has relocated its maintenance and motor pool facilities to new buildings at the location of
the previous motor pool facility.  This move increased the size of the motor pool facility.  The
move also consolidated maintenance activities from 3 spaces (the old Jackson School, DES
West, and the Wayland Complex) to the new space.

(Continued)
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The department was appropriated $81,000 in FY 2001 for rent associated with maintenance and
motor pool space.  The new space has rent charges for the FY 2001 of $100,200.  Additionally,
rent of $39,400 is obligated to the previously occupied space, making a total obligation of
$139,600.  The total difference of $(58,600) is due to Certificate of Participation (COP)
payments on the DES West space which cannot be avoided and larger space, and consequently
larger rent, due on the new motor pool space. Although the department has vacated space in the
DES West, the $29,100 COP payment cannot be waived.  Additionally no rent was appropriated
for the Jackson School space; therefore no monies are available from this building to offset the
rent requirement in the new space.

The following table lists the additional incremental annualized costs of the new space for FY
2001:

FY 2001 FY 2001

Building
Rent

Obligations
Rent

Appropriations (Deficit) or Surplus
New Maintenance Building $ 43,000 $        0 $(43,000)
New Warehouse Building 17,300 0 (17,300)
New Motor Pool Building 39,900 10,800 (29,100)
DES West (now vacant) 29,100 29,100 --
Wayland Complex 10,300 41,100 30,800
Old Jackson School (now vacant)             0           0            0

Totals $139,600 $81,000 $(58,600)

RS:PS:jb
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DATE: October 10, 2000

TO: Representative Bob Burns, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Stefan Shepherd, Senior Fiscal Analyst

SUBJECT: DEPARTMENT OF ECONOMIC SECURITY – REVIEW OF THE SCOPE,
PURPOSE AND ESTIMATED COST OF SAFETY IMPROVEMENTS AT
THE ARIZONA TRAINING PROGRAM AT COOLIDGE

Request

The Department of Economic Security (DES) requests Committee review of the scope, purpose,
and estimated cost of safety improvements at the Arizona Training Program at Coolidge (ATP-
Coolidge).

Recommendation

The JLBC Staff recommends a favorable review of the request.  A total of $938,300 has been
allocated to renovate 5 group homes and replace fire alarm panels in 6 buildings.  The JLBC
Staff also recommends that any transfers among the listed projects in excess of $50,000 be
reported to JLBC Staff prior to expenditure.

Analysis

The FY 2000 - FY 2001 Capital Outlay Bill (Laws 1999, Chapter 2, 1st Special Session)
appropriated a total of $938,300 from the General Fund for “group home renovations and fire
and life safety corrections” at ATP-Coolidge.  ATP-Coolidge provides housing and services to
approximately 166 developmentally-disabled residents.  Although the Capital Outlay Bill split
the appropriation – $238,300 GF in FY 2000 and an additional $700,000 GF in FY 2001 – DES
is treating the appropriations as one, combined $938,300 project.  Prior to the release of monies
for construction, A.R.S. § 41-1252(c) requires the Committee to review the scope, purpose, and
estimated cost of this project.

(Continued)
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Although the scope of the appropriations were not precisely defined by the Legislature, DES’
original request for the safety improvements included renovating 5 group homes to bring them
into full compliance with fire and life safety codes and fire alarm panel replacement in 14 other
buildings.  The $938,300 total appropriation reflected DES’ best estimates of project costs.  The
initial low bid for the project, however, exceeded the appropriation level.  The current request
reflects cost reductions from substituting alternate materials that have brought the project within
the total appropriation.  The substitutions, such as putting in formica countertops rather than
solid-surface countertops, did not reduce the safety component of the improvements.

The current request includes $831,200 for construction, $71,900 for architectural and
engineering services, and $35,200 in contingencies funding.  The scope of work includes life and
safety renovations in 5 group homes and fire alarm panel replacement in 6 other buildings.  The
improvements to be made include: renovating electrical, HVAC, and plumbing systems;
installing ground fault interrupters; repairing gouged and leaking bathtubs; replacing damaged
countertops; and making hallways and bathrooms wheelchair-accessible.  These modifications
will enable wheelchair-bound developmentally-disabled clients to reside in the homes and bring
them into full compliance with fire and life safety codes.  In addition, existing fire alarm panels
in 6 buildings will be replaced with fire alarms that will interact with the fire alarm system on the
rest of the ATP-Coolidge campus.  Since the cost to replace the fire alarm panels was
significantly below DES’ original estimates, the department has indicated they may request
Building Renewal funding for panel replacement in the other 8 buildings originally budgeted in
their request.  JLBC Staff also notes that any leftover contingencies funding might also be used
to replace the fire alarm panels in the other 8 buildings.

The table below summarizes the total cost of the request:

Item Cost
Fire Alarm Panel Replacement in 6 Buildings $    4,500
Renovations to Group Home 101 191,500
Renovations to Group Home 104 157,700
Renovations to Group Home 105 157,700
Renovations to Group Home 108 158,400
Renovations to Group Home 110 161,400
Architectural and Engineering Services   71,900
Contingencies     35,200
     TOTAL $938,300

JLBC Staff recommends a favorable review of the request.  The proposed uses of the monies are
consistent with the purpose of the appropriations and the department made suitable modifications
that will ensure client and staff safety while bringing the project within the appropriation.

RS:SSH:jb
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DATE: October 13, 2000

TO: Representative Bob Burns, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Bruce J. Groll, Senior Research/Fiscal Analyst

SUBJECT: ARIZONA GAME AND FISH DEPARTMENT - REVIEW OF FY 2001 BUILDING
RENEWAL ALLOCATION PLAN

Request

The Arizona Game and Fish Department (AGFD) requests Committee review of its FY 2001 Building
Renewal allocation plan of $275,400 from the Game and Fish Fund.

Recommendation

The JLBC Staff recommends a favorable review of the plan.  Of the $275,400 plan total: $42,000 is for
Major Building Systems including HVAC, evaporative cooling, and generator lifecycle replacements;
$65,000 is for Preservation of Assets including roofing replacement and exterior painting projects;
$101,200 is for Interior Building Finishes including carpeting and flooring replacement, interior painting,
and restroom renovation; and $67,200 is for Infrastructure including well, water and wastewater systems
lifecycle replacement, and paving maintenance (see Table 1).

Analysis

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 JCCR review of the expenditure
plan for Building Renewal monies.

Laws 1999, Chapter 2, 1st Special Session appropriated a total of $571,400 from the Game and Fish Fund:
$256,000 in FY 2000 and $275,400 in FY 2001 to AGFD for building renewal.

(Continued)
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AGFD has more than 270 structures throughout the state totaling approximately 542,000 square feet.
Facilities include central headquarters in Phoenix and six regional offices, fish hatcheries, and multiple
residences and storage buildings.

Consistent with statute and prior years’ practice, AGFD has prioritized the $275,400 total FY 2001
expenditure of Building Renewal monies for allocation in the following categories for 33 projects:

Table 1

Category
Number

of Projects
Planned

Allocation % of Total
Major Building Systems

• A/C and Evaporative Cooler
Replacement 6 $38,000 13.8%

• Generator Replacement    1        4,000    1.4%
Sub-total 7 $  42,000 15.2%

Preservation of Assets
• Exterior Painting 8 25,000 9.0%
• Roofing Maintenance and

Replacement    3     40,000  14.5%
Sub-total 11 $  65,000 23.5%

Interior Finishes
• Carpet/Flooring Replacement 4 52,000 18.9%
• Interior Painting 3 17,000 6.2%
• Restroom Renovation    4     32,200  11.7%
Sub-total 11 $101,200 36.8%

Infrastructure
• Utility Upgrades 1 24,000 8.8%
• Paving Maintenance    3     43,200     15.7%
Sub-total 4 $  67,200 24.5%

TOTAL 33 $275,400 100.0%

The agency submission contains more detail on these projects.

RS/BJG:jb
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DATE: October 12, 2000

TO: Representative Bob Burns, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Chris Earnest, Senior Fiscal Analyst

SUBJECT: ARIZONA STATE PARKS - REVIEW OF STATE LAKE IMPROVEMENT FUND
PROJECTS

Request

Pursuant to A.R.S. § 5-382 the Arizona State Parks Board requests the Committee review State Lake
Improvement Fund (SLIF) projects totaling $6,234,100 for FY 2001.

Recommendation

The JLBC Staff recommends that the Committee give a favorable review to the SLIF projects and grants.
A total of 20 projects/grants totaling $6,234,100 has been submitted for review.  There is, however, a
growing level of unobligated balance in the SLIF.  If the current projects are favorably reviewed, the fund
will be left with a $1.6 million balance.  The level of funding may be excessive relative to requested
grants or the evaluation criteria used to determine grants may be too stringent.  The JLBC Staff will
continue to monitor the unobligated balance relative to these issues.

Analysis

A.R.S. § 5-382 requires the Arizona State Parks Board to submit all proposed capital projects funded
from the SLIF to the Committee for review.  SLIF revenues are derived 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 and county and local governments for projects on waters where boats are
permitted.  The use of SLIF monies is restricted to improvements and acquisitions of real and personal
property as specified in statute.

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.  A
rating criteria is used to determine which projects are recommended.  The criteria evaluates each project

(Continued)
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on several factors including project design, community involvement, and conditions of current
infrastructure.  There is also a stipulation that no entity may receive more than 20% of the available grant
resources.  Using this criteria, AORCC and the Parks Board have approved 20 projects/grants for funding
in FY 2001 at a total cost of $6,234,100.  These include:

• 10 grants totaling $4,156,500 to county and city governments for purposes including lake safety
enforcement equipment, marina and boat ramp development, and lake park facility improvements.

• 10 projects totaling $2,077,600 for capital improvements at state parks.  Projects include restroom
facility construction and renovations, safety related equipment, and other improvements necessary to
comply with the Americans with Disabilities Act and with clean and wastewater standards.

The following lists the 3 projects with the highest grant amounts:

• City of Prescott – $1,048,300 is provided to enhance and expand Willow and Watson Lakes near
Prescott.  These lakes, which were previously used for irrigation purposes were recently purchased by
the city of Prescott to be used for water recreation.  Improvements include a boat launch, restroom,
fish cleaning station, and lighting.

• Mohave County –  $904,300 to reclaim and restore shoreline lost to erosion at the Davis Camp area of
the Colorado River.  Construction of a personal watercraft launch ramp, parking area, and picnic sites
are also proposed.

• Arizona Game and Fish Department –  $543,400 to raise the dam and widen the spillway at Lynx
Lake located in the Prescott National Forest.  The Department of Water Resources currently rates the
dam and reservoir as being in an unsafe, non-emergency condition.  Alterations to the dam will allow
Game and Fish to continue to maintain the reservoir for recreational activities.

The $6,234,100 in projects/grants is consistent with the level of funding in prior years.  The following
table summarizes SLIF’s estimated FY 2001 revenue and expenditures:

State Lake Improvement Fund
FY 2001

Unobligated Carry-Forward Balance $908,700
Available Revenue 7,851,900
FY 2001 Operating Budget (11.8%) (926,500)
Projects and Grants (6,234,100)
   Unobligated Balance $1,600,000

The above table refers only to the unobligated balance and does not include information on the fund’s
cash balance.  The FY 2000 actual cash ending balance was $25 million.  As the table indicates, after the
approval of the FY 2001 grants, all but $1.6 million will be obligated.  These obligations will be paid out
as entities submit claims and projects are completed.  Although the $1.6 million balance will be available
for future year grant cycles, the levels of revenues to the fund are exceeding requested grants.  This may
continue in FY 2001 as revenues are expected to increase due to a recalculation of the gas tax revenue
attributable to watercraft use.  The JLBC Staff will continue to monitor the issues surrounding the
unobligated balance.

The JLBC Staff review of the FY 2001 projects indicates that SLIF funding will be used in a manner
consistent with statute.  The JLBC Staff, therefore, recommends a favorable review of the proposed SLIF
projects and grants.

RS:CE:jb
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DATE: October 13, 2000

TO: Representative Bob Burns, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Chris Earnest, Senior Fiscal Analyst

SUBJECT: ARIZONA STATE PARKS – REPORT ON KARTCHNER CAVERNS STATE PARK

Request

Pursuant to Laws 1998, Chapter 297 the Arizona State Parks Board is providing the quarterly project status
and financial report on Kartchner Caverns State Park.

Recommendation

This report is for information only and no Committee action is required.  The target completion date for the
lower caverns is November 2003.  This date is somewhat dependent on the roosting patterns of bats in the
cave.  This year the bats left the cave in September, allowing work crews to resume construction and keeping
the project on schedule for the November 2003 completion date.

Recent reports have criticized environmental conditions in the cave.  The reports suggested increasing
temperatures and decreasing humidity levels within the cave.  In response to these reports, Parks Staff placed
night misters along tour routes in the cave, examined places where dry air may be entering, and decreased the
light intensities inside the cave.  In addition, Parks Staff gathers weekly information on temperature, relative
humidity, evaporation rates, carbon dioxide levels and other environmental factors from 8 different stations.
Given the recent attention to this issue, JLBC Staff recommends that future quarterly development reports
include an update on the status of environmental conditions in the cave and actions being taken to address
problems.

Attendance continues to be strong at the Park.  Since the park opened in November 1999, over 150,000 people
have visited the park through August 2000.  Revenues generated by these visitors were approximately $2.5
million in FY 2000.  Annualizing this amount to account for a full year of park visitors, revenues are estimated
to be $2.75 million in FY 2001.

Analysis

The Arizona State Parks Board is required to report at the end of each calendar quarter to the Committee on the
status of the development of Kartchner Caverns State Park.  The report must include details of the actual and
projected costs, quarterly expenditures and source of monies, and a project development timetable.

(Continued)
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Financial Summary
As of the quarter ending June 30, 2000, a total of $31,465,800 has been allocated to the park’s development
from 5 fund sources.  Of this amount, all but $4,274,400, or 13.6% of the total, has been expended or
encumbered.  The following table summarizes these amounts by fund source and percentage allocations:

Kartchner Caverns Construction Development Funding
(As of June 30, 2000)

Fund Source
Approved
Amount Percent

Unobligated
Balance

General Fund $   3,500,000 11.1% $               0
Enhancement Fund 20,144,900 64.0% 3,655,200
Heritage Fund 5,174,500 16.4% 619,200
State Highway Fund 2,445,700 7.8% 0
National Recreational Trails Fund         200,700     0.6%                 0

TOTAL $31,465,800 99.9% $4,274,400

Development Status Summary
Trail construction in the lower caverns has been stopped since May 1, 2000 due to the annual habitation of bats
in the caves.  During this time, crews have been working on entry portions of the cave, outside the airlock
doors.  This work includes installing electrical conduit and concrete capping, doorframe installation, tunnel
mucking, and rock veneer installation on concrete walls.

The park’s campground opened in June.  Currently only the upper half of the facility is opened while the
plumbing improvements are completed on the lower half.  It is anticipated that the lower half will be open
soon.

Project Timetable
A project timeline is required as part of the quarterly updates on Kartchner development. As reviewed by the
Committee in May, Parks Staff has established November 2003 as a completion date for the lower caverns.
The target date assumes that during the summer months, no construction will occur due to roosting bats in the
cave.  It also assumes that construction will be at a reduced level in May and September when the bats are
arriving and departing.  This year the bats left in September, thus keeping the project on schedule.  In future
years, however, if construction cannot proceed during May and September, development staff anticipate an
October 2004 completion date.  The following timeline delineates target completion dates for projects leading
to a November 2003 opening:
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Steve Grunig, Research/Fiscal Analyst

SUBJECT: UNIVERSITY OF ARIZONA - REPORT ON MT. GRAHAM OBSERVATORY LEASE-
PURPOSE PROJECT

The Committee requested additional information regarding construction of a power line on Mt. Graham for the Mt.
Graham International Observatory (MGIO) facilities.  The $12,000,000 project will be financed by the University of
Arizona (U of A) with Certificates of Participation (COPs).

There are currently two operational telescopes on Mt. Graham: 1) The Vatican Advanced Technology Telescope
(VATT) and 2) The Heinrich Hertz Submillimeter Telescope (SMT).  These two telescopes are currently powered
by diesel generators.

A third telescope, the Large Binocular Telescope (LBT) is currently under construction.  With the addition of this
third telescope, construction of a power line to power all three telescopes is now feasible.  Each telescope was
established as a joint venture.  The following tables list the interest share of participating members for each
consortium that established a telescope.  The interest share primarily represents viewing time apportionments based
on initial investments.

Participant % Interest
U of A 25%
Vatican Observatory Foundation 75%

VATT

Participant % Interest
U of A 50%
Max-Planck-Institut fuer Radioastronomie 50%

SMT

Participant % Interest
U of A 25%
Acerti (Italy) 25%
LBT Beteilingungsgesellschaft (Germany) 25%
Ohio State University 12.50%
Ohio State University/University of Notre Dame 12.50%

LBT
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The U of A currently has the fiduciary responsibility to collect fees from each of the consortia for repayment of the
COP issuance.  Each consortium has established agreements to determine the amount contributed for each member
to cover operating expenses including the debt service payments of the COP.  In addition, user fees have been
established for use of the facilities by other universities and researchers.  A portion of these user and consortia fees
will also be used to pay off the COP over 25 years.  In the event the fees are insufficient to make the COP payment,
U of A has stated that the additional requirement will come from existing non-state sources.
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