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JOINT COMMITTEE ON CAPITAL REVIEW 
  Thursday, November 17, 2011 

  1:00 P.M. 
  Senate Appropriations, Room 109 

 
MEETING NOTICE 

 
- Call to Order 
  
- Approval of Minutes of September 28, 2011. 
  
- DIRECTOR'S REPORT (if necessary). 
  
1. NORTHERN ARIZONA UNIVERSITY - Review of Parking Structure Bond and Office 

Indirect Financing Projects. 
  
2. ARIZONA STATE UNIVERSITY - Review of Recreation Facilities Projects. 
  
3. UNIVERSITY OF ARIZONA - Review of Athletic Facilities Improvements Bond Projects. 
  
4. PINAL COUNTY COMMUNITY COLLEGE DISTRICT - Review of General Obligation 

Bond Issuance. 
  
5. ARIZONA DEPARTMENT OF TRANSPORTATION - Review of Sprinkler and Fire Alarm 

Systems Project. 
  
6. ARIZONA STATE PARKS BOARD - Review of FY 2012 State Lake Improvement Fund 

Capital Expenditures. 
  
7. ARIZONA STATE LOTTERY COMMISSION - Review of FY 2012 Building Renewal 

Allocation Plan. 
  
8. ARIZONA DEPARTMENT OF ADMINISTRATION - Consider Recommending FY 2012 

Rent Exemption. 
 
The Chairman reserves the right to set the order of the agenda. 
11/9/11 
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 

 
September 28, 2011 

The Chairman called the meeting to order at 3:18 p.m.,  Wednesday, September 28, 2011 in Senate 
Appropriations Room 109.  The following were present: 

 
 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee to the minutes of April 19, 2011, Chairman 
Don Shooter stated that the minutes would stand approved. 
 
ARIZONA DEPARTMENT OF ADMINISTRATION 
 
A. Review of FY 2012 Building Renewal Allocation Plan. 
 
Ms. Leatta McLaughlin, JLBC Staff, presented the Arizona Department of Administration’s (ADOA) FY 
2012 Building Renewal Allocation Plan.  In FY 2012, ADOA was appropriated $6.5 million for Building 
Renewal projects.  Of the $6.5 million, ADOA plans to expend $348,000 for emergency contingencies.  
The JLBC Staff presented options to the Committee.  
 
Representative Kavanagh moved that the Committee give a favorable review of ADOA’s FY 2012 $6.5 
million 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 Committee also requires the following provisions for the emergency contingency 
allocation: 
 

Members: Senator Shooter, Chairman Representative Kavanagh, Vice-Chairman 
 Senator Aboud Representative Alston 
 Senator Biggs Representative Campbell 
 Senator Crandall Representative McLain 
 Senator Klein Representative Olson 
 Senator Murphy Representative Tovar 
 Senator Schapira  
   
Absent:  Representative Court 
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1. ADOA notify the Chairman and JLBC Staff that they plan to spend less than $50,000 on an 
emergency project.  ADOA can proceed without Committee review. 

2. If the emergency is $50,000 or greater, ADOA will request JCCR review. 
3. The Chairman can allow ADOA to move forward with an emergency project of greater than 

$50,000 without Committee review. 
4. The Chairman will notify ADOA if he does not agree that the project is an emergency and will 

request that ADOA not proceed with the project. 
 
The motion carried. 
 
B. Consider Recommending FY 2011 and FY 2012 Rent Exemptions. 
 
Mr. James Alcantar, JLBC Staff, presented ADOA’s authorized rent exemptions.  The JLBC Staff 
recommended the Committee recommend the ADOA request for a partial-rent exemption for the 
Department of Economic Security (DES) and corresponding $1,900 rent increase to AHCCCS in FY 
2011 and 2 partial-rent exemptions for the Department of Insurance and the Arizona Commission for the 
Deaf and the Hard of Hearing (ACDHH) for FY 2012 totaling $44,600.  This amount is less than 
originally written in the memo, as it took longer for the Department of Insurance to vacate their offices 
than anticipated. 
 
Representative Kavanagh moved that the Committee recommend the proposed $1,900 FY 2011 increased 
rent payment for AHCCCS and corresponding $1,900 partial rent exemption for DES.  The Committee 
also recommended the proposed $34,500 FY 2012 partial rent exemption for ACDHH, and the proposed 
$10,100 FY 2012 partial rent exemption for the Department of Insurance.  The motion carried. 
 
STATE DEPARTMENT OF CORRECTIONS - Review of FY 2012 Building Renewal Allocation 
Plan. 
 
Mr. James Alcantar, JLBC Staff, presented the State Department of Corrections (ADC) FY 2012 Building 
Renewal Allocation Plan.  On behalf of ADOA, ADC is requesting review of its $4,630,500 FY 2012 
Building Renewal Allocation Plan from the ADC Building Renewal Fund.  The projects include locking 
systems, perimeter electronic security fences, and well and water systems, and include $169,300 for 
emergency contingency. The JLBC Staff presented options to the Committee. 
 
Representative Kavanagh moved that the Committee give a favorable review of ADC’s FY 2012 
$4,630,500 Building Renewal Allocation Plan with the provision that ADC shall report any change in the 
spending plan to the JLBC Staff, including reallocations between projects and allocations from the 
contingency plan.  The Committee also requires the following provisions for the emergency contingency 
allocation: 
 
1. ADC notify the Chairman and JLBC Staff that they plan to spend less than $50,000 on an 

emergency project.  ADC can proceed without Committee review. 
2. If the emergency is $50,000 or greater, ADC will request JCCR review. 
3. The Chairman can allow ADC to move forward with an emergency project of greater than $50,000 

without Committee review. 
4. The Chairman will notify ADC if he does not agree that the project is an emergency and will request 

that ADC not proceed with the project. 
 
The motion carried. 

(Continued) 
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ARIZONA DEPARTMENT OF TRANSPORTATION – Review of FY 2012 Building Renewal 
Allocation Plan. 
 
Mr. Benjamin Beutler, JLBC Staff, presented the Arizona Department of Transportation’s (ADOT) FY 
2012 $1,050,000 Building Renewal Allocation Plan, including $1,000,000 from the State Highway Fund 
and $50,000 from the State Aviation Fund.  ADOT has allocated $1,000,000 from the State Highway 
Fund among 68 projects, leaving a contingency balance of $17,000 and $80,000 for project management 
support.  ADOT has also allocated $50,000 from the State Aviation Fund for 4 projects.  The JLBC Staff 
presented options to the Committee. 
 
Representative Kavanagh moved that the Committee give a favorable review to ADOT’s FY 2012 
$1,050,000 Building Renewal Allocation Plan, including the provision that ADOA report any project 
reallocations above $100,000.  The motion carried. 
 
ARIZONA GAME AND FISH DEPARTMENT – Review of FY 2009 Yuma Office and FY 2012 
Property and Dam Maintenance Projects. 
 
Ms. Leatta McLaughlin, JLBC Staff, presented Arizona Game and Fish Department’s (AGFD) FY 2009 
$954,000 request to remodel and expand the Yuma office, FY 2012 $500,000 for property maintenance, 
and $100,000 of their $500,000 appropriation for dam maintenance.  The JLBC Staff presented options to 
the Committee. 
 
Representative Kavanagh moved that the Committee give a favorable review of AGFD’s request to 
expend $954,000 for the Yuma office remodel and expansion, $500,000 for property maintenance and 
$100,000 of their $500,000 appropriation for dam maintenance projects.  The motion carried. 
 
ARIZONA STATE UNIVERSITY – Review of 6 Bond Projects. 
 
Ms. Leatta McLaughlin, JLBC Staff, presented Arizona State University’s (ASU) request to issue 2 bonds 
totaling $99.7 million to fund 6 projects.  This amount includes $67.3 million for 3 projects, including a 
new business school facility at the Tempe Campus, a housing bond refund at the Tempe campus, and 
Information Technology upgrades at all campuses.  The second issuance is a $32.4 million University 
Lottery bond for 3 projects, which include academic and lab space renovations and infrastructure 
improvements at all campuses.  The JLBC Staff presented options to the Committee. 
 
Representative Kavanagh moved that the Committee give a favorable review to ASU’s $99.7 million in 
bond issuances to fund 6 projects, including the following provisions: 
 
1. ASU submit a list of projects for the University Lottery bond projects. 
2. All projects are ultimately approved by the Arizona Board of Regents. 
3. 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.   

4. ASU shall provide the final debt service schedule for the projects as soon as it is available. 
 
The motion carried. 
 
Without objection, the meeting adjourned at 3:34 p.m. 
 
 

(Continued) 
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Respectfully submitted: 
 
 
 _________________________________________ 
  Mya Trivison, Secretary 
 
 
 _________________________________________ 
  Leatta McLaughlin, Assistant Director 
 
 
 _________________________________________ 
  Senator Don Shooter, 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:  November 10, 2011 
 
TO:  Senator Don Shooter, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Marge Zylla, Senior Fiscal Analyst 
 
SUBJECT: Northern Arizona University - Review of Parking Structure Bond and Office Indirect 

Financing Projects 
 
Request 
 
Statute requires Committee review of any university projects financed with revenue bonds or indirect debt 
financing (also known as third party financing).  Northern Arizona University (NAU) requests Committee 
review of a $26.5 million revenue bond issuance for construction of a parking structure on its Flagstaff 
campus.  NAU also requests Committee review of their proposal to enter into a ground lease with 
Northern Arizona Real Estate Holdings, LCC (NAREH), a subsidiary of the Northern Arizona University 
Foundation (NAUF), to construct an administrative office building on its Flagstaff campus.  The total cost 
of the projects is estimated to be $36.5 million. 
 
Recommendation 
 
The Committee has at least the following 2 options for both the revenue bond issuance and the indirect 
financing agreement: 
 
Revenue Bond Issuance - Parking Structure 
 
1. A favorable review of the $26.5 million revenue bond issuance for construction of a parking 

structure. 
 
2. An unfavorable review of the revenue bond issuance. 
 
Indirect Debt Financing - Administrative Office Building 
 
1. A favorable review of the ground lease and lease-purchase agreement with NAREH for the 

administrative office building project.  
 
2. An unfavorable review of the ground lease and lease-purchase agreement.  

(Continued) 
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Under either option, 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.   

 
• NAU shall provide the final debt service schedule for the projects as soon as it is available. 
 
Analysis 
 
NAU plans on constructing a new parking structure on the northeast portion of its Flagstaff campus with 
bond proceeds, and plans on entering into a ground lease and a lease-purchase agreement with NAREH to 
construct and occupy an administrative office building on the Flagstaff campus.  The parking structure 
and office building projects are scheduled to break ground in November or December 2011, depending on 
weather conditions.   
 
NAU states that the parking structure project supports their master plan goal of relocating parking spaces 
from the campus center to perimeter structures, creating areas for student meeting spaces and improving 
pedestrian safety by reducing campus traffic.  NAU states that the administrative office building would 
house admissions and marketing operations, the current leased building is not sufficient for this purpose 
and the current leasing arrangement includes an annual escalator percentage that is not financially 
favorable for the university.   
 
Revenue Bond Issuance - Parking Structure 
NAU’s proposed 6-story parking structure will provide student, staff and visitor parking for northeast 
campus locations, including the bookstore, Health and Learning Center, residence halls, student success 
center, and science complex.  The structure will replace approximately 1,000 parking spaces that have 
been lost as a result of other construction and development projects.  NAU would construct a 463,086 
gross square foot parking structure to provide approximately 1,400 parking stalls for a cost of $25.3 
million. The project includes the demolition and abatement of hazardous materials of a 14,124 square foot 
building constructed in the 1960s as a Health Center.  The Health Center staff occupying the building will 
be relocated to the Health and Learning Center. 
 
Financing 
NAU would issue a $26.5 million revenue bond, which includes estimated issuance costs of $425,000 and 
$622,000 in capitalized interest.  The revenue bond is expected to be issued in the fall/winter 2011 for an 
expected rating of A1/A+ (or Aa3/AA+ if the bonds are insured), at an estimated 4.7% interest rate for a 
term of 30 years.  
 
The university estimates annual debt service payments of $1.7 million beginning in FY 2013 for a 30-year 
total cost of $50.7 million.  The debt service payments estimates reflect an uninsured bond.  An analysis 
will be done the week before the proposed sale to determine if purchasing insurance would lower the rate 
and decrease the debt service payments enough that the insurance purchase would be cost effective. The 
debt service payments will be paid from auxiliary revenues generated from parking fees, as well as 
indirect cost recovery monies and other local university funds.   
 
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 $26.5 million revenue bond would increase the NAU debt 
ratio by 0.24%, from 5.48% to 5.72%.   
 
The total cost per parking stall for the parking structure is approximately $18,096.  In November 2006, 
another NAU parking structure bond project had a cost of $17,440 per parking stall.   

(Continued) 
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Indirect Debt Financing - Administrative Office Building 
NAU currently leases 11,075 square feet of office space 0.25 miles west of the NAU campus for 
$363,092, or $33 per square foot, annually.  This annual lease rate is up for renewal on September 30, 
2012 with a 4% annual escalator.   
 
NAU proposes entering into a ground lease and lease-purchase agreement with NAREH and 
discontinuing their current lease after completion of the new facility in fall 2012.  NAREH would fund all 
costs of the office building construction project up front, which would have a maximum total construction 
cost of $10.0 million, while NAU would review and approve the building construction.  After completion 
of the construction, NAU would enter into a 20-year lease-purchase agreement with NAREH.  After 20 
years, NAU would own the office building.   
 
The project would increase office space by 33,925 square feet.  NAU would use the savings from the 
private rental payments to partially fund the NAREH lease-purchase payments.   
 
Financing 
NAREH will earn 5.5% on their maximum $10.0 million investment through NAU’s lease-purchase 
payments.  NAUF, through its subsidiary NAREH, is able to use $10.0 million of its assets to invest in a 
capital project to benefit NAU.  NAUF has a policy to give NAU 5.5% of the NAUF endowment base 
each year.  This policy would apply to the office building project, so NAU would ultimately receive all of 
the 5.5% that NAREH would earn from NAU’s lease-purchase payments. 
 
The project would result in the construction of 45,000 new square feet of office space.  The total 
maximum construction cost of the building would be $10.0 million.  The maximum cost per square foot 
of the project would be $222.  Based on recent construction cost estimates for office buildings in the 
Flagstaff area, costs ranging from $223 to $273 per square foot appear to be reasonable for new 
construction.   
 
RS/MZ:mt 
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DATE:  November 10, 2011 
 
TO:  Senator Don Shooter, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leatta McLaughlin, Assistant Director 
 
SUBJECT: Arizona State University - Review of East and West Recreation Facilities and Downtown 

Phoenix Post Office 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 $51.2 million bond issuance to fund a 
Student Services Recreation Facility at each of the West and East campuses.  ASU also requests 
Committee review of a $4.8 million bond to fund student union space at the Downtown Phoenix campus.  
These projects total $56.0 million.   
 
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. 
 
 
 
 



 - 2 - 
 

(Continued) 

Analysis 
 
ASU plans on building a new recreation facility at each of the West and East campuses.  Both projects are 
scheduled to break ground in December 2011 to be completed by May 2013.  ASU also plans on 
renovating a portion of the downtown Phoenix post office beginning March 2012 to be completed by 
September 2012.  
 
Student Services Recreation Facility – West Campus 
This $25.4 million revenue bond project would provide 14.2 acres of recreational fields and a 2-story 
recreation and health services facility comprised of 63,800 gross square feet.  According to ASU, current 
student service facilities are inadequate and poorly located for the current and future size of the West 
campus’s student body.  The following will be included in the scope of the project: 2 competition playing 
fields, renovation of a current field north of the project, a 10,000 square foot weight and fitness area, a 
multipurpose studio for group fitness classes, a 2-court gymnasium, a small multipurpose gymnasium, 2 
racquetball courts, expanded Health Services programming space, and an outdoor lap pool.   
   
Student Services Recreation Facility – East Campus 
This $25.8 million revenue bond project would provide a 2-story recreation and health services facility 
comprised of 61,000 gross square feet.  According to ASU, the East campus does not have a 
comprehensive recreation center and it lacks union space found on most university campuses.  The 
following will be included in the scope of the project: 3 competition playing fields, a 10,000 square foot 
weight and fitness area, 3 multipurpose studios for group fitness classes, a 2-court gymnasium, a multi-
activity gymnasium, 2 racquetball courts, expanded Health Services programming space, and an outdoor 
lap pool.   
 
The Committee most recently reviewed a similar recreation facility project for Northern Arizona 
University (NAU) at its September 2009 meeting.  NAU’s Health and Learning Center project had a 
direct construction cost per square foot of $318, which is more expensive than these projects.  The direct 
construction cost per square foot of the East campus project is $308, and the West campus cost is $292.  
 
Post Office Renovation – Downtown Phoenix Campus 
This $4.8 million revenue bond project would renovate 18,800 square feet of space at the downtown 
Phoenix post office, which is located on Central Avenue and Taylor Street.  While the Postal Service has 
retained a portion of the building for its operations, ASU has acquired the south side of the facility’s first 
floor and the entire lower level.  According to ASU, specific student union space does not currently exist 
at the Downtown Phoenix campus.  The following will be included in the scope of the project: conference 
and meeting space, open lounge and recreation space, student organization space, and a small 
kitchen/vending area.   
 
The Committee most recently reviewed university renovation projects for ASU at its September 2011 
meeting.  ASU’s academic renovations project had a direct construction cost per square foot of $106, and 
their laboratory renovations project had a direct construction cost per square foot of $212.  This project’s 
$186 direct construction cost per square foot falls at the high end of this range.   
 
Financing 
The bond rating is expected to be Aa3 (Moody’s)/AA (S&P) at an estimated average 4.55% interest rate 
for a term of 30 years.  Based on a total issuance of $56.0 million, there would be an interest-only debt 
service payment of $1.3 million in FY 2013 followed by annual payments of $3.4 million from FY 2014 
– FY 2032 and $3.1 million over the remaining 10 years of the bonds’ term.  The total cost over the 30-
year term is expected to be $102.2 million.   
 
The debt service payments will be paid from auxiliary funds generated through the new mandatory 
Student Services Facilities fee, which is $150/year for students enrolled in 7 or more credit hours and 
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$75/year for students enrolled in 6 or fewer credit hours.  Beginning in FY 2012, the fee is estimated to 
generate about $9.0 million annually, which will cover the $3.4 million average annual debt service for all 
3 projects.   
 
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.  A $56.0 million issuance would increase the ASU debt ratio by 
about 0.2%, from 4.9% to 5.1%. 
 
RS/LMc:mt 
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DATE:  November 10, 2011 
 
TO:  Senator Don Shooter, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leatta McLaughlin, Assistant Director 
 
SUBJECT: University of Arizona - Review of Athletic Facilities Improvements Bond Projects 
 
Request 
 
A.R.S. § 15-1683 requires Committee review of any university projects financed with revenue bonds.  
The University of Arizona (UA) requests Committee review of a $73.5 million bond issuance to renovate 
and expand the north end-zone of the football stadium and upgrade items at other campus athletic 
facilities.   
 
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 provision that the projects are ultimately approved 
by the Arizona Board of Regents along with 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.   

 
• UA shall provide the final debt service schedule for the projects as soon as it is available. 
 
Analysis 
 
UA plans to renovate and expand the north end-zone of the Arizona Stadium, which was built in 1928, 
and make upgrades to other athletic facilities on campus.  The total project cost is $89.5 million, of which 
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$16.0 million will be financed with donations.  The remaining $73.5 million will be financed with a 
revenue bond.   
 
Construction Costs 
Of the $89.5 million total bond project, $72.3 million will be used to renovate and expand the football 
stadium’s north end-zone, and $16.5 million will be for upgrades at the stadium and other campus athletic 
facilities.  The remaining $0.7 million is for issuance costs.  Construction is expected to begin in early 
2012 and will be completed before fall 2013.   
 
UA plans to expand the stadium by about 140,600 square feet.  The 140,600 square feet will include 
66,900 square feet for a new football operations facility (administrative and coaches offices, team training 
rooms, locker rooms, equipment rooms, meeting rooms, and cafeteria) and 73,700 square feet of stadium 
seating, concourses, and amenities (up to 4,600 upgraded seats and 400 premium loge seats).  These 5,000 
new permanent seats will replace 3,900 aluminum bleacher seats currently in the north end-zone.  The 
current season ticket price for the 3,900 aluminum bleacher seats is $115 for adults and $67 for youth 18 
years and younger.  The expected season ticket price of the 4,600 upgraded seats will be about $140 for 
adults and about $75 for youth 18 years and younger.  The season ticket price for the 400 premium loge 
seats is expected to be $1,500.   
 
UA will also renovate 43,100 square feet in the stadium, including restrooms, stairs, and elevator towers.  
It is estimated that the annual operating and maintenance costs for the project is $860,100, which the 
university plans to fund with auxiliary revenues. 
 
UA also plans on making other improvements to the stadium and other campus athletic facilities.  The 
following will be included in the scope of this $16.5 million project: a new stadium scoreboard, field 
lighting for the stadium and a separate soccer field, stadium electrical upgrades, football practice field 
improvements, conditioning equipment upgrades, and basketball locker room improvements.   
 
The direct construction cost per square foot for the north end-zone expansion is $305.  UA did not 
provide a direct construction cost per square foot for the other upgraded facilities projects because it will 
affect specific systems and not spaces. 
 
Financing 
UA plans on issuing a $73.5 million revenue bond in March 2012 for a rating of Aa2 (Moody’s)/AA 
(S&P) at an estimated 6% interest rate for a term of 30 years.  The university estimates an interest-only 
debt service payment of $2.2 million in FY 2012, followed by annual payments of about $5.3 million 
over the remaining 29 years of the bond’s term.  The total expected cost of the bond over the 30-year term 
is $162.5 million.   
 
Of the bond’s $162.5 million total debt service, $68.1 million will be paid with donations and $94.4 
million from new PAC-12 media contract revenues.  The annual increase in the new PAC-12 media 
contract is about $8.0 million greater than the old contract.  In terms of donations, $14.0 million has been 
pledged so far, which is in addition to the $16.0 million that will be paid upfront.  According to UA, 
tuition revenues will not be used to make any of the debt service payments.   
 
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 $73.5 million revenue bond would increase the UA debt ratio 
by 0.23%, from 5.17% to 5.4%. 
 
RS/LMc:mt 
Attachments (3) 
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DATE:  November 10, 2011 
 
TO:  Senator Don Shooter 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Marge Zylla, Senior Fiscal Analyst 
 
SUBJECT: Pinal County Community College District - Review of General Obligation Bond Issuance 
 
Request 
 
Pinal County Community College District (Central Arizona College, or CAC) requests the Committee 
review its proposed $59.0 million General Obligation (GO) bond issuance.  At its October 2008 meeting, 
the Committee gave a favorable review to CAC’s $99.0 million bond proposal, which CAC planned to 
sell in a single issuance.  Since that meeting, CAC decided to split the total bond amount into 2 issuances 
to better address their available cash flow.  This request reflects the second and final issuance.    
 
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 provision that CAC seek Committee review before 
using any portion from the bond issuance for any project not previously reviewed by the Committee. 
 
Analysis 
 
Projects 
CAC was authorized by a November 4, 2008 bond election to issue a total of $99.0 million in bonds.  The 
first issuance of $40.0 million took place in 2009.  Both issuances will fund capital projects, as well as 
district-wide initiatives.  At its October 2008 meeting, the Committee gave a favorable review to CAC’s 
list of projects.  An updated list of new construction projects and renovation projects, as provided by 
CAC, can be found on Attachment 1 and Attachment 2, respectively.  
 



- 2 - 
Of the total $99.0 million of the bond proposal, $57.3 million is allocated for new construction, $17.7 
million is allocated for renovations, $21.9 million was used for land purchases favorably reviewed at the 
October 2008 meeting, and $2.1 million is allocated as contingency funding.   
 
New construction and renovated space account for $75.0 million of the total $99.0 million bond proposal, 
and approximately 338,900 square feet will be newly constructed or renovated, resulting in a cost per 
square foot of $221.  In comparison, Maricopa County Community College District’s (MCCCD) most 
recently submitted bond projects, which were reviewed at the Committee’s April 2011 meeting, included 
new and remodeled space that averaged $329 per square foot throughout all issuances of their $951.4 
million bond.  MCCCD’s average square footage cost may be higher due to the nature of their projects, 
which include lab spaces, a water plant and other central plant upgrades, and nursing program spaces, 
whereas CAC’s projects are primarily classrooms and office spaces. 
 
Financing 
The $59.0 million issuance would have a 25-year payment term.  The annual payment for the $59.0 
million issuance would start at $2.1 million and grow to $4.0 million.  Combined with prior obligations of 
the previous bond issuance, the district’s total debt service in FY 2012 would be $4.9 million, which will 
peak at approximately $7.0 million between FY 2033 and FY 2034.  Total interest for the $59.0 million 
issuance would be $40.3 million, making the total cost of the issuance $99.3 million. The $59.0 million 
issuance is expected to be issued in January 2012 for a rating of A1 (Moody’s)/AA- (S&P) at an 
estimated 4.75% interest rate for a term of 25 years.   
 
To make the debt service payments associated with the $99.0 million in bonding authority approved in the 
2008 election, including the new $59.0 million issuance, the district estimates that the secondary property 
tax rate will average 27.6¢ over the 27 years of debt service payments.  This would annually result in 
approximately $27.60 in additional taxes for every $100,000 of house value.  While the tax rate will 
average 27.6¢, it will peak at 36¢ between FY 2014 and FY 2016.  See Attachment 3 for debt service 
detail provided by CAC. 
 
Total outstanding principal debt for the district at the beginning of FY 2012 was $50.9 million, including 
$38.2 million from GO bonds, and $12.8 million from revenue bonds.  The Constitution limits the amount 
of outstanding GO debt the district may incur to 15% of the district’s total Secondary NAV.  In FY 2012 
the district’s outstanding GO debt was equal to approximately 1.7% of its Secondary NAV.  The January 
2012 planned issuance of $59.0 million would increase that amount to approximately 4.4%. 
 
RS/MZ:sk 
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DATE:  November 10, 2011 
 
TO:  Senator Don Shooter, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Benjamin Beutler, Fiscal Analyst 
 
SUBJECT: Arizona Department of Transportation - Review of Sprinkler and Fire Alarm Systems 

Project 
 
Request 
 
Pursuant to A.R.S. § 41-1252, the Arizona Department of Transportation (ADOT) requests Committee 
review of $252,000 to install automatic sprinkler and fire alarm systems at equipment repair shops in 
Mesa and Show Low.  At its May 13, 2008 meeting, the Committee favorably reviewed ADOT’s plan to 
expend $1,100,500 installing automatic sprinklers and fire alarm systems at 7 sites with the provision that 
ADOT seek Committee review prior to expending $164,500 of undesignated monies.  ADOT has 
expended $1,090,500, leaving a balance of $174,500. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review to the department’s request to 
expend $174,500 in remaining FY 2006 funds, $47,200 in unspent FY 2011 building renewal funds, and 
$30,300 worth of reallocated FY 2011 and FY 2012 building renewal contingency monies for the project. 
 
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.  The FY 2006 Capital 
Outlay Bill (Laws 2005, Chapter 298) appropriated a total of $1,265,000 from the State Highway Fund 
(SHF) to install automatic sprinkler and fire alarm systems in existing ADOT equipment services 
buildings.  The funding was appropriated because the National Fire Protection Association and the State 
Fire Marshal found that 7 of ADOT’s equipment repair shops were not in compliance with life safety 
code requirements.  ADOT used $1,090,500 of the FY 2006 appropriation to bring these 7 shops into 
compliance: Flagstaff, Fredonia, Holbrook, Kingman, Page, Prescott Valley, and Tucson.  
 
 

(Continued) 
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ADOT proposes to use $174,500 remaining from the FY 2006 appropriation, $47,200 remaining from 
unspent FY 2011 building renewal funds, and $30,300 of FY 2011 and FY 2012 building renewal 
contingency monies to install automatic sprinkler and fire alarm systems at repair shops in Mesa and 
Show Low.  The plan would use $18,500 and $11,800 from the FY 2011 and FY 2012 building renewal 
contingency monies, respectively.  
 
The department is now seeking review of the remaining expenditures and reallocated building renewal 
contingency monies, which totals $252,000.  Of this amount, the project would require $5,200 for 
engineering, $235,000 for construction, and $11,800 for contingency.    
 
RS/BB:mt 
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DATE:  November 10, 2011 
 
TO:  Senator Don Shooter, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Art Smith, Senior Fiscal Analyst 
 
SUBJECT: Arizona State Parks Board - Review of FY 2012 State Lake Improvement Fund Capital 

Expenditures 
 
Request 
 
A.R.S. § 5-382 requires Committee review of expenditure plans for State Lake Improvement Fund (SLIF) 
capital projects prior to expenditure.  The Arizona State Parks Board requests the Committee review its 
$500,000 SLIF expenditure plan for FY 2012.  They intend to expend funds on emergency projects as the 
need arises.   
 
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 provisions for the $500,000 emergency 
contingency allocation: 
 
1. The Parks Board notifies the Chairman and JLBC Staff that they plan to spend less than $50,000 on 

an emergency project.  The Parks Board can proceed without Committee review. 
 
2. If the emergency project is $50,000 or greater, the Parks Board will request the Joint Committee on 

Capital Review (JCCR) to review the project. 
 
3. The Chairman can allow the Parks Board to move forward with an emergency project of greater than 

$50,000 without Committee review. 
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4. The Chairman will notify the Parks Board if he does not agree that the project is an emergency and 
will request that the Parks Board not proceed with the project. 

 
An “emergency” project is defined as unforeseen, critical in nature, and of immediate time sensitivity.  
These provisions are similar to those used for prior contingency allocations in other agencies.   
 
Analysis 
 
SLIF is a non-appropriated fund that generates revenue primarily from the Highway User Revenue Fund 
based on a formula that estimates state gasoline taxes paid for boating purposes and is used to fund 
projects at boating sites. 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.   
 
At its June 2011 meeting, the Joint Legislative Budget Committee (JLBC) favorably reviewed a Parks 
Board request for an exchange of fund transfers that would allow the Parks Board to maintain a SLIF 
balance that would be sufficient to cover costs for capital projects in FY 2012.  The JLBC’s favorable 
review required that the Parks Board submit SLIF capital projects for JCCR review, in order to comply 
with permanent law. 
 
The Parks Board has allocated a total of $500,000 in SLIF monies for emergency building renewal, 
repairs and replacements in FY 2012.  The Parks Board states that emergency repair and replacements 
may include pumps and blowers for wastewater treatment, HVAC units, fire alarms, security fencing, 
electrical systems and plumbing. 
 
RS/AS:sk 
 





(Continued) 

 
DATE:  November 10, 2011 
 
TO:  Senator Don Shooter, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Jon Stall, Fiscal Analyst 
 
SUBJECT: Arizona State Lottery Commission – Review of FY 2012 Building Renewal Allocation 

Plan 
 
Request 
 
A.R.S. § 41-1252 requires Committee review of expenditure plans for building renewal monies.  The 
Arizona State Lottery Commission requests Committee review of its FY 2012 Building Renewal 
Allocation Plan.  Laws 2011, Chapter 25 appropriated $79,200 from the State Lottery Fund to the State 
Lottery Commission to fund 100% of the building renewal formula in FY 2012.  
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the commissions’ FY 2012 
Building Renewal Allocation Plan. 
 
Analysis 
 
Building renewal appropriations provide for the major maintenance and repair of state-owned buildings.  
Laws 2011, Chapter 25 appropriated a total of $79,200 in FY 2012 from the State Lottery Fund to the 
commission for building renewal. 
 
The commission operates out of 2 facilities; a 38,600 square foot state-owned building in Phoenix, and a 
3,080 square foot leased building in Tucson.  The Phoenix facility includes administrative offices, ticket 
sales, and redemption centers.  This request pertains only to the Phoenix facility. 
 
The Lottery Commission is requesting review of their $79,200 appropriation for 2 proposed projects.  The 
first request is for review of $55,500 to replace the Uninterruptible Power Supply (UPS) system.  This 
includes $2,500 to identify proper equipment, such as existing UPS lifecycle, battery capacity and 
location.  The UPS system supports Lottery computer systems until a generator can assume the electrical 
load.  In the event that the generator does not turn on, this system may provide several hours of power. 
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They have been using the current UPS system since 1987, though the equipment’s average life 
expectancy is 12 to 15 years.  The system is currently operational, but the commission reports that 
replacement parts are no longer available if the equipment were to fail. 
 
Secondly, the Lottery Commission is requesting review of $21,400 to replace heat pumps and air 
conditioning units.  Thirty-three interior units and 1 rooftop unit were installed in 1987 and therefore, 
have exceeded their life expectancy of 15 years.  A 2010 building condition assessment by LSW 
Engineers Arizona identified deficiencies in the units’ reliability and costliness to repair.  The assessment 
included a recommendation that the units be replaced with new equipment, which will also be less 
energy-intensive.  The commission has allocated $2,300 for contingency. 
 
The submitted material provides additional detail for each project.  The projects are consistent with 
building renewal guidelines and appropriations. 
 
RS/JS:mt 
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DATE:  November 10, 2011 
 
TO:  Senator Don Shooter, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Brett Searle, Fiscal Analyst 
 
SUBJECT: Arizona Department of Administration - Consider Recommending FY 2012 Rent 

Exemption 
 
Request 
 
A.R.S. § 41-792.01D authorizes the Director of the Arizona Department of Administration (ADOA), on 
recommendation from the Joint Committee on Capital Review, to grant a full or partial exemption from 
the payment of state-owned rental fees if the agency has vacated its space.  ADOA requests the 
Committee recommend a partial rent exemption and corresponding $20,100 increase in FY 2012. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee recommend the proposed $20,100 FY 2012 increased 
rent payment for the Office of the Attorney General (AG), and the corresponding $20,100 partial rent 
exemption for the Department of Water Resources (DWR).  
 
Analysis 
 
As of October 1, 2011, 1,776 square feet of space at 400 W. Congress in Tucson was reallocated from 
DWR to the AG.  
 
Statute permits an agency to request an exemption from paying their full rent on state-owned space.  
These requests would not reduce revenues to the Capital Outlay Stabilization Fund (COSF) since the 
reduction in rent payments are being offset by another agency moving into the vacated space.   
 
COSF collects monies from rents and tenant improvement charges to agencies occupying ADOA-owned 
buildings.  Monies are used to pay maintenance, utilities, construction, and administrative costs for state-
owned buildings.  These rent payments are deposited into COSF, which helps defray building renewal 
expenses and ADOA operating costs. 
 
RS/BS:mt 
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