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JOINT COMMITTEE ON CAPITAL REVIEW 
Tuesday, December 18, 2007 

1:30 p.m. 
Senate Appropriations Room 109 

 
 
 

MEETING NOTICE 
 
- Call to Order 
 
- Approval of Minutes of November 20, 2007. 
 
- DIRECTOR'S REPORT (if necessary). 
 
1. ARIZONA DEPARTMENT OF ADMINISTRATION - Review and Approval of Chapters 257 

and 261 Prison Bed, Prison Water, and Arizona State Hospital Forensic Unit Projects. 
 
2. ARIZONA STATE PARKS BOARD - Review of State Lake Improvement Fund Grants and 

Consider Approval of State Parks Enhancement Fund Projects. 
 
3. ARIZONA DEPARTMENT OF ADMINISTRATION/LEGISLATIVE COUNCIL - Review and 

Approval of Land Purchase for State Archives and History Building. 
 
4. ARIZONA STATE UNIVERSITY 
 A. Review of Memorial Union Fire Renovations Bond Project. 
 B. Review of Indoor Basketball Practice Facility Bond Project. 
 
5. UNIVERSITY OF ARIZONA - Review of Revised Scope of Deferred Renovation Bond Project. 
 
 
 
 
 
 
The Chairman reserves the right to set the order of the agenda. 
12/11/07 
 
People with disabilities may request accommodations such as interpreters, alternative formats, or assistance with physical accessibility.  
Requests for accommodations must be made with 72 hours prior notice.  If you require accommodations, please contact the JLBC Office 
at (602) 926-5491. 
 



 STATE OF ARIZONA  
   
 

Joint Committee on Capital Review 
 

STATE   HOUSE OF 
SENATE 1716 WEST ADAMS  REPRESENTATIVES 

 PHOENIX, ARIZONA 85007  
ROBERT L. BURNS  RUSSELL K. PEARCE 
  CHAIRMAN 2007 PHONE (602) 926-5491   CHAIRMAN 2008 
PAULA ABOUD  TOM BOONE 
AMANDA AGUIRRE FAX (602) 926-5416 TRISH L. GROE 
MARSHA ARZBERGER  JOHN KAVANAGH 
KAREN S. JOHNSON http://www.azleg.gov/jlbc.htm PHIL LOPES 
THAYER VERSCHOOR  DAVID LUJAN 
JIM WARING  DAVID SCHAPIRA 

 
MINUTES OF THE MEETING 

JOINT COMMITTEE ON CAPITAL REVIEW 
 

Thursday, November 20, 2007 
The Chairman called the meeting to order at 2:55 p.m., Tuesday, November 20, 2007 in Senate Appropriations 
Room 109.  The following were present: 
 
Members: Senator Burns, Chairman Representative Pearce, Vice-Chairman 
 Senator Aboud Representative Kavanagh 
 Senator Aguirre  
 Senator Johnson  
 Senator Verschoor  
 Senator Waring  
   
Absent: Senator Arzberger Representative Boone 
  Representative Groe 
  Representative Lopes 
  Representative Lujan 
  Representative Schapira 
 
APPROVAL OF MINUTES 
 
Hearing no objections from the members of the Committee, Chairman Robert Burns stated the minutes of October 
18, 2007 would stand approved. 
 
UNIVERSITY OF ARIZONA –  
 
A.  Review of West Stadium Renovations for the Laboratory of Tree-Ring Research Bond Project. 
 
Ms. Leah Ruggieri, JLBC Staff, presented the University of Arizona request to issue $2.4 million in system 
revenue bonds to finance renovations of the West Stadium building to accommodate the Laboratory of Tree-
Ring Research.  The lab first located to the West Stadium 70 years ago and only minor improvements to the 
facilities have been made since that time.  The renovations would allow for the full lab to be located at the West 
Stadium building and also accommodate program expansion.  The projected cost is $3.2 million for renovations, 
of which $800,000 will be funded by a federal grant and $2.4 million will be funded by a bond issuance to be 
repaid with tuition collections.  The per-square-foot costs for this project are comparable with similar university 
projects.  The JLBC Staff is recommending a favorable review of this request with the standard university 
financing provisions. 
 
There was no discussion on this item. 
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Representative Pearce moved that the Committee give a favorable review as recommended by JLBC Staff to the 
issuance of $2.4 million in system revenue bonds to be combined with $800,000 from federal grants for the West 
Stadium Renovations for the Laboratory of Tree-Ring Research project, with the following standard university 
financing provisions: 
 
• UA shall report to the Committee before expenditure of any allocations that exceed the greater of $500,000 or 

10% of the reported contingency amount total for add-alternates that do not expand the scope of the project.  
UA shall also report to the Committee before any reallocation exceeding $500,000 among the individual 
planned renovations, renewals, or extensions. 

• UA shall submit for Committee review any allocations that exceed the greater of $500,000 or 10% of the 
reported contingency amount total for add-alternates that expand the scope of the project.  In case of an 
emergency, UA may immediately report on the scope and estimated cost of the emergency rather than submit 
the item for review.  JLBC Staff will inform the university if they do not concur with the emergency nature of 
the change in scope. 

• A favorable review by the Committee does not constitute endorsement of General Fund appropriations to 
offset any revenues that may be required for debt service, or any operations and maintenance costs when the 
project is complete.   

 
The motion carried. 
 
B.  Review of Hazardous Waste Facility Enclosure Bond Project. 
 
Ms. Leah Ruggieri, JLBC Staff, presented the University of Arizona request for a bond issuance for $2.8 
million for the Hazardous Waste Facility Enclosure project.  The current hazardous waste facility is unequipped 
to handle the quantity of hazardous waste currently generated by the university.  The new facility would 
accommodate the quantity of hazardous waste, as well as address health concerns for workers.  The per square 
foot costs for this project appear reasonable.  The bond issuance of $2.8 million would be repaid with tuition 
collections.  The JLBC Staff is recommending a favorable review of this request with the standard university 
financing provisions. 
 
Discussion ensued on this item. 
 
Representative Pearce moved that the Committee give a favorable review as recommended by JLBC Staff to the 
issuance of $2.8 million in system revenue bonds for the Hazardous Waste Facility Enclosure project with the 
following standard university financing provisions: 
 
• UA shall report to the Committee before expenditure of any allocations that exceed the greater of $500,000 or 

10% of the reported contingency amount total for add-alternates that do not expand the scope of the project.  
UA shall also report to the Committee before any reallocation exceeding $500,000 among the individual 
planned renovations, renewals, or extensions. 

• UA shall submit for Committee review any allocations that exceed the greater of $500,000 or 10% of the 
reported contingency amount total for add-alternates that expand the scope of the project.  In case of an 
emergency, UA may immediately report on the scope and estimated cost of the emergency rather than submit 
the item for review.  JLBC Staff will inform the university if they do not concur with the emergency nature of 
the change in scope. 

• A favorable review by the Committee does not constitute endorsement of General Fund appropriations to 
offset any revenues that may be required for debt service, or any operations and maintenance costs when the 
project is complete.   

 
The motion carried. 
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C.  Review of Student Recreation Center Expansion Bond Project. 
 
Ms. Leah Ruggieri, JLBC Staff, presented the University of Arizona request for a bond issuance for a $27.6 
million Student Recreation Center Expansion project.  The expansion will incorporate additional fitness 
facilities, a gymnasium and other amenities to accommodate growth and student recreation usage.  The per-
square-foot costs for this project are comparable to similar university projects.  The $27.6 million student 
recreation center costs would be financed with $1.5 million in retained fees and $26.1 million from a bond 
issuance that would be repaid with student recreation fees.  The JLBC Staff recommends a favorable review of 
this project with the standard university financing provisions. 
 
Discussion ensued on this item.  Senator Verschoor asked how the existing facility was originally paid for in 
1990 and when the debt would be paid off if the facility was paid for with bond proceeds. 
 
Mr. Lorenzo Martinez, Assistant Executive Director, Arizona Board of Regents, responded to member 
questions. 
 
Representative Pearce moved that the Committee give a favorable review as recommended by JLBC Staff to the 
issuance of $26.1 million in system revenue bonds to be combined with $1.5 million from the University’s Utility 
Modification Fund for the Student Recreation Center Expansion project, with the following standard university 
financing provisions: 
 
• UA shall report to the Committee before expenditure of any allocations that exceed the greater of $500,000 or 

10% of the reported contingency amount total for add-alternates that do not expand the scope of the project.  
UA shall also report to the Committee before any reallocation exceeding $500,000 among the individual 
planned renovations, renewals, or extensions. 

• UA shall submit for Committee review any allocations that exceed the greater of $500,000 or 10% of the 
reported contingency amount total for add-alternates that expand the scope of the project.  In case of an 
emergency, UA may immediately report on the scope and estimated cost of the emergency rather than submit 
the item for review.  JLBC Staff will inform the university if they do not concur with the emergency nature of 
the change in scope. 

• A favorable review by the Committee does not constitute endorsement of General Fund appropriations to 
offset any revenues that may be required for debt service, or any operations and maintenance costs when the 
project is complete.   

 
The motion carried. 
 
ARIZONA STATE LOTTERY COMMISSION - Review of FY 2008 Building Renewal Allocation Plan. 
 
Ms. Leatta McLaughlin, JLBC Staff, presented for review the Lottery Commission’s FY 2008 Building 
Renewal allocation plan.  In FY 2008, the commission was appropriated $60,000 in Building Renewal monies.  
The projects include a $25,000 elevator control replacement project, $20,000 on 4 smaller projects, and 
$15,000 in contingencies.  The JLBC Staff recommends a favorable review of this request. 
 
There was no discussion on this item. 
 
Representative Pearce moved that the Committee give a favorable review as recommended by JLBC Staff to the 
FY 2008 Building Renewal allocation plan of $60,000 from the State Lottery Fund, with the provision that the 
Commission report on the use of the $15,000 in contingencies.  The motion carried. 
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ARIZONA DEPARTMENT OF ADMINISTRATION –  
 
A.  Review of the Department of Juvenile Corrections HVAC and Electrical Upgrades. 
 
Mr. Jon McAvoy, JLBC Staff, presented the Arizona Department of Administration (ADOA) request for 
review of its $885,000 appropriation for heating, ventilation and air-conditioning (HVAC) projects and 
electrical renovations at several of the Department of Juvenile Corrections schools.  The funding would allow 
$580,000 in HVAC repairs at the Adobe Mountain, Catalina Mountain, and Black Canyon Schools.  The 
funding would pay for improved air conditioning at a recreation facility, administrative facility, business 
offices, and the separation and security dispatch facility, as well as adding the ability to direct climate control 
for students during power outages.  In addition, ADOA is requesting $125,000 for electrical repairs at the Black 
Canyon and Catalina Mountain Schools which would improve efficiency and help prevent power outages, 
equipment failures and power surges.  The funding also includes $180,000 for engineering and contingency 
fees.   
 
Discussion ensued on this item. 
 
Mr. Michael Branham, Director, Department of Juvenile Corrections, responded to member questions.  He 
provided members with a list of the department’s project priorities.  (Attachment A) 
 
Representative Pearce moved that the Committee give a favorable review to the $835,000 for HVAC and 
electrical renovations for the Department of Juvenile Corrections, excluding $50,000 for the Black Canyon 
School air conditioning upgrades.  The motion carried. 
 
B.  Consider Recommending Rent Deferment for the Naturopathic Physicians Board of Medical 
Examiners. 
 
Mr. Steve Grunig, JLBC Staff, presented the Naturopathic Physicians Board of Medical Examiners through 
ADOA request for deferral of $3,300 in FY 2008 and FY 2009.  The request for the rent deferral is primarily 
due to additional space not reflected in the budget.  The Board will pay the deferred rent to ADOA along with 
its regular rent payment in FY 2010.  The JLBC Staff recommends that the Committee recommend the deferral. 
 
There was no discussion on this item. 
 
Representative Pearce moved the JLBC Staff recommendation that the Committee recommend ADOA grant a 
partial rent deferral for $3,300 in each of FY 2008 and FY 2009 for the Naturopathic Physicians Board of 
Medical Examiners.  The motion carried. 
 
ARIZONA GAME AND FISH DEPARTMENT – Review of FY 2008 Building Renewal Allocation Plan. 
 
Ms. Caitlin Acker, JLBC Staff, presented the review of the Arizona Game and Fish FY 2008 Building Renewal 
Allocation Plan.  The department was appropriated $474,200 from the Game and Fish Fund in FY 2008 for 
Building Renewal.  The projects include $100,000 for fish hatchery projects, $140,000 for a shooting range 
project and $230,000 for office projects.  The JLBC Staff recommends a favorable review of this request. 
 
There was no discussion on this item. 
 
Representative Pearce moved that the Committee give a favorable review as recommended by the JLBC Staff to 
the FY 2008 Building Renewal Allocation plan of $474,200 from the Game and Fish Fund.  The motion carried. 
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ARIZONA EXPOSITION AND STATE FAIR BOARD – Review of Coliseum Roof Repair Expenditure 
Plan. 
 
Mr. Dan Hunting, JLBC Staff, presented the review of the $3.3 million expenditure by the Arizona Exposition 
and State Fair Board (AESF) to complete repairs to the Coliseum roof.  At its May 7, 2007 meeting, the 
Committee gave a favorable review to the first phase of repairs to the roof.  At that time, 2 supporting cables 
had failed, making the building unsafe for use.  Upon further examination of the cables, it was revealed that 12 
cables had failed; 10 of those cables were repaired in time for the Coliseum to reopen for the State Fair.  AESF 
now intends to spend $3.2 million of FY 2008 operating funds to complete the repairs.  This would fund 3 
projects including $526,000 to repair the remaining 2 cables; $2.1 million to replace the membrane covering of 
the roof which would remove excess weight from the roof that has been causing stress on the cables and protect 
the cables from further corrosion; and $226,000 to install an acoustical monitoring system to listen for further 
problems with the cables.  The JLBC Staff recommends that the Committee give a favorable review to this 
request. 
 
Discussion ensued on this item. 
 
Mr. Roger Berna, General Manager, Constructions Services, ADOA, responded to member questions. 
 
Representative Pearce moved that the Committee give a favorable review as recommended by the JLBC Staff to 
the use of $3,200,500 from the Arizona Exposition and State Fair Fund to complete the Coliseum roof repair 
projects.  The motion carried. 
 
Without objection, the meeting adjourned at 3:30 p.m. 
 
Respectfully submitted: 
 
 
 

 
Yvette Medina, Secretary 

 
 
 

Leatta McLaughlin, Fiscal Analyst 
 
 
 

Senator Robert Burns, 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:  December 11, 2007 
 
TO:  Senator Bob Burns, Chairman 

Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leatta McLaughlin, Senior Fiscal Analyst 
  Martin Lorenzo, Senior Fiscal Analyst  
 
SUBJECT: Arizona Department of Administration – Review and Approval of Chapters 257 and 261 

Prison Bed, Prison Water, and Arizona State Hospital Forensic Unit Projects 
 
Request 
 
A.R.S. § 41-791.02 requires Committee review and approval of any Arizona Department of 
Administration (ADOA) projects financed with Certificates of Participation (also known as COPs or 
lease-purchase).  ADOA requests Committee review of a new $271.3 million COPs issuance for 5 
projects with payments beginning in FY 2009.    
 
The Chairman has placed on the agenda 3 projects which were authorized in Laws 2007, Chapters 257 
and 261:  
 
1. 4,000 prison beds;  
2. Prison water and wastewater projects at 3 facilities; and  
3. A new forensic unit at the Arizona State Hospital (ASH).   
 
The Chairman has not placed the other 2 projects in ADOA’s request on the agenda.  These 2 projects 
include $7.5 million to purchase land and a building that the Department of Public Safety (DPS) is 
currently renting and $24.8 million to construct a Flagstaff office building for the Department of 
Economic Security (DES) on current DES-owned land.  The Chairman believes the full Legislature 
should authorize these projects prior to Committee review.       
 
Recommendation 
 
The Committee has at least the following 2 options:  
 
1. A favorable review and approval for $239.0 million worth of COPs issuance for the 3 Chapters 257 

and 261 projects with the provision that ADOA report back to the Committee prior to the beginning 
of construction on the estimated scope and cost of the projects.   
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(Continued) 

2. An unfavorable review and no approval.  In light of the FY 2009 budget shortfall, the Legislature may 
wish to revisit the authorization of these lease-purchase agreements.   

 
Analysis 
 
The COPs issuance for the 3 projects would be $239.0 million with an expected interest rate of about 
4.8% for a term of 20 years.  Total interest over the 20-year period would be $134.5 million, which means 
total principal plus total interest would equal $373.5 million.   
 
ADOA plans on structuring the payment schedule so the first payment in FY 2009 is about $12.4 million.  
The average annual debt service payments would be approximately $20.0 million over the first 15 years 
of the 20-year term.  The annual debt service payments would decrease to about $16.2 million the last 5 
years of the term since the prison water and forensic unit projects have terms of 15 years and the prison 
beds project has a term of 20 years.   
 
Prison Beds Project - This project’s portion of the total debt service payment would be $10.4 million in 
FY 2009, however, the annual payments would be about $16.2 million over the next 20 years.  Total 
interest over the 20-year period would be $118.0 million, which means total principal plus total interest 
would equal $318.0 million.    
 
Prison Water Projects - This project’s portion of the total annual debt service payments would be about 
$345,300 in FY 2009, however, the average annual payments would be about $667,000.  Total interest 
over the 15-year period would be $2.9 million, which means total principal plus total interest would equal 
$9.7 million. 
 
Forensic Unit Project - This project’s portion of the total annual debt service payments would be about 
$1.6 million in FY 2009, however, the average annual payments would be about $3.2 million over the 
next 15 years.  Total interest over the 15-year period would be $13.7 million, which means total principal 
plus total interest would equal $45.9 million.   
 
Legislative Approved Projects 
 
Prison Beds Project 
Laws 2007, Chapter 261 authorizes ADOA to contract for the design and construction of no more than 
4,000 state-owned prison beds.  Further, Chapter 261 authorized ADOA to enter into a 20-year lease- 
purchase agreement for the issuance of COPs in an amount not to exceed $200.0 million to fund such 
costs.   
 
ADOA and the Arizona Department of Corrections (ADC) have jointly determined the type and 
construction sites for the 4,000 public beds.  Specifically, all beds will be minimum custody beds with a 
medium custody perimeter to enable multi-custody use, and be constructed as follows: 1,000 female beds 
in Perryville, 1,000 male beds in Tucson, and 2,000 male beds in Yuma.  Based on ADOA and ADC’s 
current project timeline, a portion of the 4,000 beds would be operational beginning April 2009, with all 
beds online by December 2009 (FY 2010).  In the event the project can be accelerated, ADOA believes 
the beds would open between February and July 2009. 
 
In addition to the 4,000 state beds, Chapter 261 requires ADOA to issue a Request for Proposal for 2,000 
minimum custody private prison beds to become operational on the same timeline.  Proposals for this 
project were due in November.  In absence of the 6,000 public and private beds, the prison bed shortfall is 
expected to reach (6,300) by December 2009.   
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(Continued) 

Prison Water Projects 
Laws 2007, Chapter 257 stipulates that ADOA may enter into a 15-year, $6.8 million lease-purchase 
agreement for prison water and wastewater projects.  The $6.8 million funds the following prison water 
and wastewater projects located at the Lewis, Tucson, Winslow/Apache, and Douglas prison complexes:  
 
• Lewis – Either construction of a third brine pond or to negotiate an agreement with the City of 

Phoenix to accept the excess brine at a landfill and construct a system to transport the brine.  
• Tucson – Construction of the piping, pumps, and lift stations to connect to the Pima County main 

trunk sewer line and for a new one-million gallon storage tank to meet domestic and fire-fighting 
needs.  

• Winslow/Apache – Drilling of a second well as a back-up system and to connect it to the first system.   
• Douglas – Replace failing water supply line.  
 
Forensic Unit Project 
Laws 2007, Chapter 257 also stipulates that ADOA may enter into a lease-purchase agreement for up to 
15 years for a maximum of $32.2 million for construction of a new forensic unit and additional 
infrastructure improvements at ASH, with the first debt service payment occurring in FY 2009.  The 
forensic unit houses pre-trial defendants that are ruled incompetent to stand trial and post-trial patients 
that have either received Guilty Except Insane verdicts or that have been granted conditional releases into 
the community.  The unit is housed in Juniper Hall, which is a 101,500 square foot, single story building 
that is 52 years old.  A re-lifing study was conducted for this building by an engineering firm in January 
2006.  The firm concluded that it is not cost-effective to extend the useful life of the existing building. 
 
Non-Agenda Projects 
 
DPS Project 
ADOA also requests to issue COPs of $7.5 million with a term of 20 years to purchase land and a 
building that DPS currently rents.  The building was constructed in 1975, is located at 2222 W. Encanto 
in Phoenix (just west of the DPS Headquarters campus), is 90,600 square feet, and is located on 5.4 acres 
of land.  DPS currently rents half of the building and would plan on relocating more operational units 
there to relieve overcrowding at DPS Headquarters.   
 
DPS has been informed by the owner of the building that they would like to sell the building for about 
$6.5 million as soon as possible.  The owner has also informed DPS that they will increase their lease 
rates if the building does not sell.  The ADOA requested amount of $7.5 million represents the $6.5 
million purchase amount plus an allowance for any required renovations to ensure the building is in 
efficient operating condition.  ADOA has ordered 2 appraisals and, as according to statute, will not pay 
more than the appraised value.  If the appraisals and renovations come in lower than the estimated $6.5 
million cost, ADOA will lower the COPs issuance.     
 
DES Project  
Laws 1991, Chapter 8, 3rd Special Session appropriated $589,000 to DES to purchase 6.6 acres of land in 
Flagstaff for future construction of a multi-service center.  The vacant site is located at 2163 N. Vickey.  
ADOA requests to enter issue COPs of $24.8 million to construct a state office on the site.  The office 
building would be 90,000 square feet with a 200 car parking structure.  This space would consolidate 21 
separate state private sector leases locations into 1 DES-owned location.  Only a few of the 21 separate 
leases are DES.     
 
The office part of the complex would cost about $14.9 million, or $165 per square foot.  According to 
RSMeans, a supplier of construction cost information, a 2-4 story office building in Flagstaff should cost 
$8.2 to $11.4 million, or $92 to $127 per square foot.  The parking garage would have a cost of about 
$3.6 million, or $18,000 per space.  This cost is comparable to the Northern Arizona University parking 
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structure bond project that had a cost of $17,440 per space in November 2006.  The remainder of the 
COPs issuance would be spent on developer fees, furniture, equipment, and contingency.  
 
In 1997, the Legislature directed ADOA to conduct a feasibility study for the construction of a regional 
facility on the Flagstaff DES site.  ADOA found that it would be cost-effective to construct a multi-
agency state facility since the Flagstaff lease market had a shortage of office space that resulted in high 
prices.  The Legislature, however, never subsequently authorized construction of a building.  According 
to ADOA, it would still be cost-effective to construct this building.  
 
RS/LMC/ML:ym 
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DATE:  December 12, 2007 
 
TO:  Senator Bob Burns, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Art Smith, Fiscal Analyst 
 
SUBJECT: Arizona State Parks Board – Review of State Lake Improvement Fund Grants and 

Consider Approval of State Parks Enhancement Fund Projects 
 
Request 
 
Pursuant to A.R.S. § 5-382, the Arizona State Parks Board requests Committee review of State Lake 
Improvement Fund (SLIF) capital grants and projects totaling $7,104,400.  Of this amount, $6,104,400 
would be for local capital grants and $1,000,000 would be for State Parks capital projects. 
 
In addition, pursuant to A.R.S. § 41-511.11, the Arizona State Parks Board requests Committee approval 
of $1,000,000 in State Parks Enhancement Fund (SPEF) monies for State Parks capital projects. 
 
The largest portion of the SLIF request is a $2.1 million leasehold acquisition of waterfront property in 
Bullhead City along the Colorado River that is owned by the Bureau of Land Management (BLM) (see 
page 3).  In addition, there is a policy question of whether or not a pre-manufactured ranger residence at 
Alamo Lake is permissible, because it is a project on a public campground that is not for public use (see 
page 4).   
 
Recommendation 
 
SLIF Capital Grants and Projects 
The Committee has at least the following 2 options: 
 
1. A favorable review of the Parks Board request for 25 SLIF grants and projects totaling $7,104,400 

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

 
2. An unfavorable review, as these funds might otherwise be used to resolve the state’s budget shortfall. 
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SPEF Projects 
The Committee has at least the following 2 options: 
 
1. Approve the Parks Board request for $1,000,000 in SPEF monies for 2 State Parks capital projects, as 

the project expenditures comply with statute. 
 
2. Not approve the Parks Board request, as these funds might otherwise be used to resolve the state’s 

budget shortfall. 
 
Analysis 
 
Recent SLIF History and the Current Request 
 
SLIF receives its revenue from a portion of watercraft license fees and an allocation of gasoline tax 
attributable to watercraft use.  Monies in the fund are available to state agencies, counties, and local 
governments for capital improvement projects and acquisitions of real property on waters where gasoline-
powered boats are permitted.   
 
The Arizona Outdoor Recreation Coordinating Commission (AORCC), established under A.R.S. § 41-
511, reviews eligible projects and presents a list of recommendations to the Arizona State Parks Board.  
The Parks Board then submits proposed capital projects to the Committee for review, as required by 
A.R.S. § 5-382. 
 
Current AORCC guidelines establish that no more than 30% of grant/project allocations may go to the 
Parks Board, and that no other applicant may receive more than 20% of available grant resources in a 
given grant cycle.  Using the evaluation criteria, AORCC and the Parks Board have approved 13 local 
projects/grants for funding in FY 2007 at a total cost of $6,104,400.  The 13 grants/projects would be 
administered in 4 cities and 4 counties for purposes such as the purchase of law enforcement watercraft, 
the development of currently owned properties, and the purchase and development of new property. 
 
State Parks projects would use monies from SLIF in order to meet compliance requirements, such as 
those established by the Arizona Department of Environmental Quality (ADEQ) and the Arizona 
Department of Administration (ADOA).  Furthermore, SLIF monies would be used to fund capital 
projects for the purposes of campground safety, in addition to making monies available to address 
contingency issues that arise in the maintenance of state parks and the acquisition of land by the Parks 
Board.  All monies used from SLIF for Parks Development will be used in the 7 state parks that contain 
lakes that meet the statutory requirements of the fund: 
 
• Fool Hollow Lake Recreation Area 
• Patagonia Lake State Park 
• Lyman Lake State Park 
• Alamo Lake State Park 
• Buckskin Mountain State Park 
• Lake Havasu State Park 
• Cattail Cove State Park 
 
The awards are listed in further detail below: 
 
Local Boat Purchases and Refurbishments 
• Bullhead City:  Replace 2 law enforcement/rescue patrol boats due to age, conditions and high 

maintenance costs - $123,000. 



- 3 - 
 

(Continued) 

• La Paz County Sheriff’s Office:  Purchase 2 patrol/rescue watercraft - $143,000. 
• Mohave County Sheriff’s Office:  Replace 4 watercrafts used for law enforcement patrol and 

refurbish 2 additional watercrafts - $950,000. 
• Yuma County Sheriff’s Office:  Purchase 2 new watercrafts - 93,000. 
 
Local Boating Area Renovations and Improvements 
• Gila County:  Renovation of 2 boat ramps, courtesy docks, restrooms, parking areas, safety signs and 

buoys - $477,500. 
• La Paz County:  Replacement and upgrade to infrastructure of the La Paz County Park water and 

electrical systems - $243,300. 
• La Paz County:  Improvements and enhancements to the existing boat ramp facilities of the Cienega 

Springs Boat Ramp - $101,000. 
• La Paz County/Buckskin Fire District:  Improvement and expansion of the public parking area of the 

Water Rescue and Medical Aid Facility - $82,200. 
• Lake Havasu City:  Provide public restrooms and public safety operation centers on both sides of 

Bridgewater Channel.  The public safety operation centers would include Lake Havasu City Fire and 
Police Departments - $220,000. 

• Lake Havasu City:  Phase II of construction on the seawall in Bridgewater Channel - $477,500. 
• Show Low:  Upgrade the restroom and camping amenities in the west campground at Show Low 

Lake - $625,000. 
• Winslow:  Purchase dredger equipment and rescue boat to dredge the bottom of Clear Creek Lake - 

$703,900. 
 
Leasehold Acquisition 
• Bullhead City:  Funding for the acquisition of the remaining 39 years in leasehold rights to Section 

12, which is waterfront property along the Colorado River that is owned by BLM.  While Bullhead 
City wishes to build boat launches along the leased property’s shore, that equipment cost is not 
included in the SLIF grant - $2,120,000. 

 
Silver Shores, LLC purchased the leasehold rights to Section 12 in 1996, with the understanding that 
the company would develop the property into a recreational vehicle park, while making annual 
payments of $30,000 plus a percentage of profits from the development to the federal government.  
For reasons that could not be determined, Silver Shores never developed the land and paid 
significantly less than the agreed upon amount in annual fees.   
 
Bullhead City still wants to use the land, in order to develop a water park with motorized boat 
launches and made an arrangement with Silver Shores to purchase the lease.  After at least 1 
appraisal, the value placed on the lease was approximately $7.7 million, of which Bullhead City 
would pay $2.1 million in cash to Silver Shores with the remainder paid for with federal income tax 
deductions for the company.   
 
Contingent upon a new appraisal, which has not been conducted as of yet, the State Parks Board 
agreed to grant Bullhead City up to the equivalent of the cash payment ($2.1 million) made to Silver 
Shores; however, if the new appraisal is below $7.7 million, the Board will reconvene to lower the 
value of the grant award accordingly.  It should be noted that all appraisals conducted are on the value 
of the lease only and does not reflect the amount that would be paid to purchase the property.  
Additionally, the appraised cost does not account for the cost to develop the land that is leased. 
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State Parks Projects 
• Multi-Parks – ADA Compliance:  Enables Parks Department to retrofit or replace the agency’s 

existing facilities or to construct new structures to comply with the current Americans with 
Disabilities Act (ADA) guidelines - $45,000. 

• Multi-Parks – ADEQ Compliance:  Enables Parks Department to retrofit, repair, replace or provide 
for testing of the agency’s water and wastewater systems to comply with current ADEQ standards - 
$95,000. 

• Multi-Parks – ADEQ Consent Order:  Funding for a project to satisfy a ADEQ/Arizona State Parks 
consent order, which requires approval of documentation for the planning, construction and 
completion of capital projects, as well as the preparation of listed wastewater permit applications - 
$350,000. 

• Multi-Parks – Agencywide Improvements:  Contingency funding for unidentified project needs and to 
cover cost over-runs and emergency repairs - $50,000. 

• Multi-Parks – Boating Parts Capital Equipment:  Purchase of water safety and related equipment, 
which include boat propellers, motor-water pressure pumps and paint for boat camp facilities - 
$150,000.  

• Multi-Parks – Construction Services Projects:  Funding for projects conducted by the agency’s 
construction services crew, which is responsible for construction of various in-house small projects 
such as facilities plumbing, boat ramp extensions, and repairs to floating docks - $30,000. 

• Multi-Parks – Cultural Site Clearance:  The Parks Board is required to ensure that all projects on 
parks department properties are investigated for impacts to prehistoric and historic cultural sites.  
Funding would be utilized for investigation and mitigation purposes on projects of limited size and 
scope - $7,000. 

• Multi-Parks – Environmental Site Clearance:  To investigate for the presence of hazardous materials, 
endangered and threatened species, and other constraints and/or related concerns on existing and 
proposed state park properties - $8,000. 

• Multi-Parks – Materials Fund:  Purchase of construction materials on projects of limited size and 
scope - $75,000. 

• Multi-Parks – Park Land Acquisition and Planning:  Acquisition and planning for recreational and 
cultural state parks properties, in holdings and lands adjacent to existing state parks - $40,000. 

• Pre-Manufactured Cabins at Alamo Lake:  Delivery and set-up of 4 simulated cabin-type facilities for 
rent by campers.  Units will be placed at existing camps areas previously electrified - $50,000 

• Pre-Manufactured Ranger Residence at Alamo Lake:  Purchase of mobile home to provide park 
personnel with adequate housing for themselves and their families - $100,000. 

 
Though the construction of public campgrounds is consistent with SLIF statutes, there is a policy 
question of whether or not it is permissible to build a residence on a public campground that is not for 
public use.  Parks Board believes that a similar project has been favorably reviewed by the Committee 
in the past.  JLBC Staff has not verified this information, but is in the process of doing so. 

 
Status of SLIF  
 
The Parks Board estimates uncommitted SLIF will have a FY 2007 ending balance of $14,208,800, prior 
to consideration of the $7,104,400 request.  This amount has been adjusted for prior year obligations.  
(See Attachment A.) 
 
This balance would be available for FY 2008 operating and capital expenditures.  The Parks Board 
estimates that operating expenses will cost $3,100,000 in FY 2008 and the Committee gave a favorable 
review for $2,000,000 for the Lake Havasu Contact Point project and the replacement of water mains at 
Lake Havasu State Park at its August meeting.  A favorable review of these projects would leave 
$2,004,400 available for the Parks Board in FY 2008. 
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State Parks reports that they are working to finalize the scope of work for the Request for Proposal, which 
could be ready for Committee review by January 2008. 
 
Recent SPEF History and the Current Request 
 
SPEF revenues come from state parks user fees and concession sales.  Pursuant to A.R.S. § 41-511.11, 
one-half of this fund is appropriated for park operations and the other half is used for park acquisition and 
development, including the lease-purchase payments for the Tonto Natural Bridge State Park and other 
capital development projects as approved by the Parks Board and the Committee. 
 
From FY 2004 to FY 2006, the SPEF statute was suspended as a budget savings measure in order to 
allow almost all park fees to be used for operating purposes, thereby reducing the department’s General 
Fund expenses.  The FY 2007 General Appropriation Act changed this provision to allow the use of 
operational costs for capital needs, which was continued by Laws 2007, Chapter 262 through FY 2009.  
The FY 2008 General Appropriation Act provided an additional $1,000,000 to shift more operating costs 
from SPEF to the General Fund, thereby freeing up this fund for more capital projects. 
 
The SPEF projects are listed in further detail below.   
 
• Picacho Peak New Visitor’s Center:  Design and construction of a visitor’s center, which includes a 

conference area, gift shop, park manager’s office, and bathrooms.  The visitor’s center will also 
include a contact station, in order to initiate park support for visitor needs.  Other construction will 
include site utilities, parking and various other site amenities.  This is the first project under Executive 
Order 2005-05, which states that all new buildings be designed to meet the silver Leadership in 
Energy and Environmental Design (LEED) standard - $300,000. 

• Slide Rock State Park New Wastewater Treatment Plant and Restroom Buildings:  Design and 
construction of 2 new restrooms at the Slide Rock Wastewater Treatment Plant, as well as the 
demolition, design and construction of a new plant.  Work will include site utilities and a treatment 
plant capacity for a future fire station by another state or local agency - $700,000. 

 
RS/AS:ym 



Attachment A 
 
 
 
 

Fund Availability for Parks Board Request 
State Lake Improvement Fund 

  
FY 2006 Ending Balance $19,060,000 
  
 Prior Year Obligations (7,882,800) 
 Grants Approved by JCCR last November (4,015,800) 
 FY 2007 Operating Expenditures (3,036,400) 
 Actual FY 2007 Revenue  10,083,800 
  
Estimated FY 2007 Ending Balance $14,208,800 
  
Possible FY 2008 Uses: *  
 FY 2008 Operating Expenditures $(3,100,000) 
 New FY 2008 SLIF Awards (2,000,000) 
 FY 2008 Awards for Review (7,104,400) 
  
Estimated FY 2008 Fund Availability $2,004,400 ** 
 
____________ 
* Assumes FY 2008 expenditure plan similar to FY 2007 and includes SLIF 

monies approved in August. 
** Amount available after current State Parks Board request. 
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DATE:  December 12, 2007 
 
TO:  Senator Bob Burns, Chairman 

Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leatta McLaughlin, Senior Fiscal Analyst  
 
SUBJECT: Arizona Department of Administration/Legislative Council – Review and Approval of 

Land Purchase for State Archives and History Building 
 
Request 
 
A.R.S. § 41-1252 requires Committee review for the expenditure plans of land acquisition monies, while 
A.R.S. § 41-791.02 requires Committee approval of any Arizona Department of Administration (ADOA) 
land purchase.  ADOA requests Committee review and approval of $130,000 to purchase 9,900 square 
feet of land adjacent to the site of the Polly Rosenbaum State Archives and History Building.   
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review and approval of the $130,000 
land purchase since the amount is less than the property’s appraisals and will not require a new 
appropriation of monies.  The land would be purchased by February 29, 2008.     
 
Analysis 
 
Laws 2004, Chapter 194 appropriated $2.0 million to ADOA in FY 2005 for design and site preparation 
of a State Archives and History Building on the Capitol Mall in Phoenix.  Subsequently, 3.6 acres of 
current state-owned land was prepared for this site, which is in-between 19th and 20th Avenues and 
Madison and Jackson Streets.  At that time, this requested 9,900 square feet of land, which is located on 
the east side of the current property, was not obtained since it is privately owned and would need to be 
purchased. 
 
Laws 2007, Chapter 44 authorized ADOA to purchase the 9,900 square feet of adjacent land with the 
monies appropriated in Laws 2004, Chapter 194.  Of the $2.0 million FY 2005 appropriation, $224,000 is 
remaining.  The land appraised for $140,000 and $145,000, but the land owner, Cooley Industries, Inc., 
has agreed to sell the parcel for $130,000.  The remaining $94,000 will be spent on landscaping and to 
offset other project costs.   
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Laws 2005, Chapter 298 appropriated $15.0 million in each of FY 2006 and FY 2007 for a total of $30.0 
million from the General Fund to Legislative Council for construction and related costs associated with 
the new State Archives and History Building.  Chapter 298 also required the Committee review the 
procurement method, scope, purpose, and estimated cost of the project, which the Committee favorably 
reviewed at its December 2005 meeting.   
 
Additionally, Laws 2006, Chapter 345 appropriated $8.0 million from the General Fund in FY 2008 to 
Legislative Council for completion of the State Archives and History Building.   
 
The structure will be a 2-story, 124,300 square foot building with receiving and processing areas, storage 
space, public services areas including meeting space, and parking and landscaping.  Construction of the 
building began in January 2007 and is expected to be completed in June 2008.   
 
RS/LMc:ym 
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DATE:  December 11, 2007 
 
TO:  Senator Bob Burns, Chairman 

Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Ruggieri, Senior Fiscal Analyst 
 
SUBJECT: Arizona State University – Review of Memorial Union Fire Renovations Bond Project 
 
Request 
 
A.R.S. § 15-1683 requires Committee review of any university projects financed with system revenue 
bonds.  Arizona State University (ASU), on behalf of the Arizona Board of Regents (ABOR), requests 
Committee review of the $40.0 million Memorial Union Fire Renovations bond project.  ASU would 
finance this project with a total new revenue bond issuance of $13.0 million and $27.0 million from 
insurance reimbursements.  
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the request with the 
following standard university financing provisions: 
 
• ASU shall report to the Committee before expenditure of any allocations that exceed the greater of 

$500,000 or 10% of the reported contingency amount total for add-alternates that do not expand the 
scope of the project.  ASU shall also report to the Committee before any reallocation exceeding 
$500,000 among the individual planned renovations, renewals, or extensions. 
 

• ASU shall submit for Committee review any allocations that exceed the greater of $500,000 or 10% 
of the reported contingency amount total for add-alternates that expand the scope of the project.  In 
case of an emergency, ASU may immediately report on the scope and estimated cost of the 
emergency rather than submit the item for review.  JLBC Staff will inform the university if they do 
not concur with the emergency nature of the change in scope. 
 

• A favorable review by the Committee does not constitute endorsement of General Fund 
appropriations to offset any revenues that may be required for debt service, or any operations and 
maintenance costs when the project is complete.   
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The JLBC Staff additionally recommends that ASU shall submit for Committee review any change in the 
current $27.0 million estimated insurance reimbursement amount in excess of $500,000 and a revised 
financing plan. 
 
Analysis 
 
On November 1, 2007, a fire caused extensive damage to the ASU Memorial Union.  The ASU Memorial 
Union is 255,000 square-feet in size and is located at the center of campus, providing services, dining, 
and office and conference space for students and organizations.  To correct the fire damage and 
additionally renovate the Memorial Union, ASU seeks to perform the following work: 
 
• Insure that the facility receives fire marshal approval by adding sprinklers, a fire alarm system, 

stairwell fire barriers, and other structural modifications; 
• Restore the dining and retail venues on the first and lower levels; 
• Repair or replace infrastructure, such as climate control equipment and cracks in structural walls; 
• Restore a freight elevator; 
• Restore public and meeting spaces and upgrade finishes and fixtures; 
• Perform minor reconfigurations of space. 
 
ASU has closed the building, but intends to open the first and lower levels by January 2008 and the 
second and third levels by May 2008 at the latest.  In the interim, space in the Physical Education 
Building West currently houses a temporary food service establishment, 2 banks, several ATMs, and a 
travel agency.  Four retail operations have been closed until the building reopens and meetings and events 
scheduled at the union have either been moved or canceled. 
 
Construction Costs 
ASU anticipates that the project will have a direct construction cost of $26.7 million.  This includes $20.2 
million for remediation and $6.5 million for renovation.  The total project cost also includes a $3.0 
million contingency.  Table 1 below displays the construction and project costs associated with the 
Memorial Union renovations alongside projects favorably reviewed by the JCCR in the past year.  
Although the latter projects primarily included the renovation of office and lab space, the Memorial 
Union renovation total cost per-square-foot at $157 and the direct construction cost per-square-foot at 
$105 fall at the lower end of the range of per-square-foot costs for the renovation projects listed below.  
 

Table 1 
University Renovation Projects  

Estimated per Square-Foot Costs 

Project Total Project Cost 
Total Cost Per 
Square Foot 

Direct Construction Cost 
Per Square Foot 

Academic Renovations & Deferred 
Maintenance Phase IIA $9,955,000 $154/sf $120/sf 

Memorial Union Fire Renovations 
Project 

$40,000,000 $157/sf $105/sf 

Nursing Backfill Renovation Project $8,000,000  $164/sf $115/sf 
West Stadium Renovations $3,200,000 $196/sf $136/sf 
Instructional/Research Laboratory 

Renovations $20,000,000 $269/sf $202/sf 
 
ASU would contract the union renovation project using Construction Manager at Risk (CMAR).  In 
CMAR, the university competitively selects a general contractor according to quality and experience.  
The general contractor manages a construction project, including the associated architect and other 
subcontractors, from design to completion.  The general contractor chooses a qualified subcontractor for 
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each trade based on price competition, selecting the lowest bid.  Additionally, CMAR defines a 
guaranteed maximum price, after which the general contractor must absorb almost all cost increases 
except those caused by scope changes or unknown site conditions.  Occasionally, in the case of 
substantial materials price inflation, a university will partially cover higher costs to maintain good 
contractor relations.   
 
Financing 
The total estimated project cost for the Memorial Union renovation is $40.0 million, of which $27.0 
million is assumed to be funded by insurance reimbursements.  ASU indicates that they will hire an 
insurance consultant to negotiate on their behalf with the insurance company the actual amount of the 
insurance reimbursement.  The additional $13.0 million will be funded by system revenue bonds, of 
which half will be repaid with tuition collections and the other half will be repaid with other local funds.  
ASU anticipates issuing AAA rated system revenue bonds in the early 2008 with a 5% annual interest rate 
and a term of 20 years.   
 
The university estimates an annual debt service of $1.0 million for the project, with a 20-year total cost of 
$20.9 million.  ASU does not anticipate additional operating and maintenance costs when the project is 
completed. 
 
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 8.0% of each institution’s total projected annual expenditures.  This 
calculation is known as the debt ratio.  The $13.0 million system revenue bond issuance would increase 
the ASU debt ratio by 0.1% from 4.2% to 4.3%. 
 
RS/LR:ym 
 
 

















(Continued) 

 STATE OF ARIZONA  
   
 

Joint Committee on Capital Review 
 

STATE   HOUSE OF 
SENATE 1716 WEST ADAMS  REPRESENTATIVES 
 PHOENIX, ARIZONA 85007  
ROBERT L. BURNS  RUSSELL K. PEARCE 
  CHAIRMAN 2007 PHONE (602) 926-5491   CHAIRMAN 2008 
PAULA ABOUD  TOM BOONE 
AMANDA AGUIRRE FAX (602) 926-5416 TRISH L. GROE 
MARSHA ARZBERGER  JOHN KAVANAGH 
KAREN S. JOHNSON http://www.azleg.gov/jlbc.htm PHIL LOPES 
THAYER VERSCHOOR  DAVID LUJAN 
JIM WARING  DAVID SCHAPIRA 

 
DATE:  December 11, 2007 
 
TO:  Senator Bob Burns, Chairman 

Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Amy Strauss, Senior Fiscal Analyst 
 
SUBJECT: Arizona State University – Review of Indoor Basketball Practice Facility Bond Project 
 
Request 
 
A.R.S. § 15-1683 requires Committee review of any university projects financed with system revenue 
bonds.  Arizona State University (ASU), on behalf of the Arizona Board of Regents (ABOR), requests 
Committee review of the $22.0 million indoor basketball practice facility.  ASU would finance this 
project with a total new revenue bond issuance of $19.8 million and $2.2 million from upfront cash gifts. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the request with the 
following standard university financing provisions: 
 
• ASU shall report to the Committee before expenditure of any allocations that exceed the greater of 

$500,000 or 10% of the reported contingency amount total for add-alternates that do not expand the 
scope of the project.  ASU shall also report to the Committee before any reallocation exceeding 
$500,000 among the individual planned renovations, renewals, or extensions. 
 

• ASU shall submit for Committee review any allocations that exceed the greater of $500,000 or 10% 
of the reported contingency amount total for add-alternates that expand the scope of the project.  In 
case of an emergency, ASU may immediately report on the scope and estimated cost of the 
emergency rather than submit the item for review.  JLBC Staff will inform the university if they do 
not concur with the emergency nature of the change in scope. 
 

• A favorable review by the Committee does not constitute endorsement of General Fund 
appropriations to offset any revenues that may be required for debt service, or any operations and 
maintenance costs when the project is complete.   
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Analysis 
 
The ASU Athletes’ Performance Institute (API) currently provides a facility for strength and conditioning 
training rooms located on ASU’s main campus.  The facility is 19,875 gross square feet in size, and was 
built by API under a ground lease with the university.  ASU had alerted API of its intent to acquire the 
property in its existing condition, a provision which was included in the terms of the ground lease.  The 
cost of terminating the lease is approximately $2.5 million.   
 
ASU intends to utilize the API facility in conjunction with an adjacent new indoor basketball facility 
known as the Weatherup Center.  The Weatherup Center will provide practice and training conditions for 
ASU’s men’s and women’s basketball teams.  The approximately 50,000 gross square foot Weatherup 
Center facility will include basketball courts, offices, meeting spaces, and locker room facilities.  
Construction will begin in April 2008 and conclude in March 2009.  Currently, both teams share practice 
space in the Wells Fargo Arena.  Due to insufficient practice times, the teams have been practicing in 
local high school gymnasiums.   
 
Estimated Costs 
ASU estimates the total project cost at $22.0 million, which includes the $2.5 million fee for terminating 
the ground lease with API.  Total project construction cost for the facility is estimated at $19.5 million, 
and the direct construction cost is $16.5 million.  The total cost per-square-foot is $390, and the direct 
construction cost per-square-foot is $330.  Table 1 below illustrates the construction and project costs 
associated with the indoor basketball facility project, as well as previous comparable projects.  The total 
cost per square foot for the facility is $390, which is at the lower end of comparable projects; therefore, 
we believe the costs are reasonable.   
 
Table 1 

Arizona State University  
Indoor Basketball Facility Project Costs 

Project 
Total Construction 

Project Cost 
Total Cost Per 
Square Foot 

Direct 
Construction Cost 
Per Square Foot 

ASU - Indoor Basketball Facility $19,500,000 $390 $330/sf 
UA - Student Recreational Center $27,600,000  $520 $361/sf 
UA - Athletic Facilities Additions and 

Renovations Project 
$20,000,000 $476 $336/sf 

 
ASU would contract this bond project using Construction Manager at Risk (CMAR).  In CMAR, the 
university competitively selects a general contractor according to quality and experience.  The general 
contractor manages a construction project, including the associated architect and other subcontractors, 
from design to completion.  The general contractor chooses a qualified subcontractor for each trade based 
on price competition, selecting the lowest bid.  Additionally, CMAR defines a guaranteed maximum 
price, after which the general contractor must absorb almost all cost increases except those caused by 
scope changes or unknown site conditions.  Occasionally, in the case of substantial materials price 
inflation, a university will partially cover higher costs to maintain good contractor relations.   
 
Financing 
Total project cost for the indoor basketball facility is $22.0 million, of which $19.8 million will be funded 
by system revenue bonds, and $2.2 million in up-front cash gifts.  ASU aims to raise 100% of the project 
costs by a combination of pledged and in-cash gifts.  Currently, up-front cash gifts total $2.2 million, and 
pledges are estimated at $8 million, which combined is approximately 46% of the total project cost.  ASU 
estimates raising the entirety of the total project cost by December 2012.  
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ASU anticipates issuing AAA rated system revenue bonds in the spring of 2008 with a 6% annual interest 
rate and a term of 30 years.  The university estimates an annual debt service of $1.43 million, with a 30-
year total of approximately $43.0 million.  ASU would pay this debt service payment by up-front cash 
gifts.  If the amount of gift revenue cannot cover this payment, ASU will use athletic revenues to cover 
the cost.  ASU anticipates an additional annual operating and maintenance cost of $321,000 when the 
project is completed, and will request a General Fund appropriation to cover this additional cost.   
 
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 8.0% of each institution’s total projected annual expenditures.  This 
calculation is known as the debt ratio.  The $19.8 million system revenue bond issuance would increase 
the ASU debt ratio by 0.1 % from 4.2% to 4.3%.  
 
RS/AS:ym 
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DATE:  December 11, 2007 
 
TO:  Senator Bob Burns, Chairman 

Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Ruggieri, Senior Fiscal Analyst 
 
SUBJECT: University of Arizona – Review of Revised Scope of Deferred Renovation Bond Project 
 
Request 
 
A.R.S. § 15-1683 requires Committee review of any university projects financed with system revenue 
bonds.  The University of Arizona (UA), on behalf of the Arizona Board of Regents (ABOR), is 
submitting for Committee review a scope revision to the Deferred Renovation project, a $20.0 million 
system revenue bond first favorably reviewed by the Committee in July 2005.  UA now seeks to 
reallocate $4.1 million from the original list of projects to the replacement of an aging cooling tower on 
the main campus.  This reallocation will not increase the overall cost of the Deferred Renovation project, 
as funding from the building renewal appropriation in FY 2007 was used to cover the cost of other 
building renewal projects originally planned for bond financing. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the scope revision for the 
Deferred Renovation bond project with the following standard university financing provisions:  
 
• UA shall report to the Committee before expenditure of any allocations that exceed the greater of 

$500,000 or 10% of the reported contingency amount total for add alternates that do not expand the 
scope of the project.  UA shall also report to the Committee before any reallocation exceeding 
$500,000 among the individual planned renovations, renewals, or extensions. 
 

• UA shall submit for Committee review any allocations that exceed the greater of $500,000 or 10% of 
the reported contingency amount total for add alternates that expand the scope of the project.  In case 
of an emergency, UA may immediately report on the scope and estimated cost of the emergency 
rather than submit the item for review.  JLBC Staff will inform the university if they do not agree 
with the change of scope as an emergency. 

 
• A favorable review by the Committee does not constitute endorsement of General Fund 

appropriations to offset any auxiliary revenues that may be required for debt service, or any 
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operations and maintenance costs when the project is complete.  Auxiliary funds derive from 
substantially self-supporting university activities, including student housing. 

 
• UA shall not use bonding to finance any repairs whose typical life span is less than the bond 

repayment period.  Such repairs include, but are not limited to, new flooring and painting.  The 
exceptions to this stipulation are circumstances where such repairs are required to complete a major 
renovation. 

 
Analysis 
 
The Committee first favorably reviewed the $20.0 million Deferred Renovation bond project at its July 
2005 meeting, with the provision that UA submit for Committee review any allocations that exceed the 
greater of $100,000 or 10% of the reported contingency amount for add alternates that expand the scope 
of the project.  The Deferred Renovation bond project is comprised of 22 individual projects that include 
standard building upgrades, water and electrical distribution extensions, and paving and drainage 
improvements.   
 
UA now seeks to reallocate $4.1 million from the original list of projects to replace an aging cooling 
tower on the main campus.  The cooling tower was built in 1967 with additions in 1973 and 1981, both of 
which have exceeded their 20-year useful life span.  Because the replacement tower is more energy 
efficient and would not require ongoing maintenance, UA estimates that it will result in savings equal to 
$578,700 annually.  In total, the tower will cost $7.1 million to replace.  UA will finance the remaining 
$3.0 million with operating funds.  As this particular project is not comparable to any other renewal or 
renovation project conducted by the universities, JLBC Staff cannot offer an analysis on the reasonability 
of this cost. 
 
UA would contract the Deferred Renovation projects using Construction Manager at Risk (CMAR).  In 
CMAR, the university competitively selects a general contractor according to quality and experience.  
The general contractor manages a construction project, including the associated architect and other 
subcontractors, from design to completion.  The general contractor chooses a qualified subcontractor for 
each trade based on price competition, selecting the lowest bid.  Additionally, CMAR defines a 
guaranteed maximum price, after which the general contractor must absorb almost all cost increases 
except those caused by scope changes or unknown site conditions.  Occasionally, in the case of 
substantial materials price inflation, a university will partially cover higher costs to maintain good 
contractor relations.   
 
Financing 
Subsequent to the Committee’s initial review in July 2005, UA only issued $10.0 million of the $20.0 
million authorized amount for the Deferred Renovation project because it utilized a $10.9 million 
appropriation for building renewal in FY 2007 to cover the other half of the total project cost.  UA now 
seeks to issue debt for the remaining to $10.0 million of the authorized total. 
 
UA will finance the $10.0 million bond issuance with tuition collections. UA anticipates issuing AAA 
rated system revenue bonds with a 6% annual interest rate and a term of 25 years.  The university 
estimates an annual debt service of $782,000 for the project, with a 25-year total cost of $19.6 million.  
UA does not anticipate additional operating and maintenance costs when the project is completed. 
 
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 8.0% of each institution’s total projected annual expenditures.  This 
calculation is known as the debt ratio.  The $10.0 million system revenue bond issuance would increase 
the UA debt ratio by 0.05% from 5.09% to 5.14%. 
 
RS/LR:ym 












