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MEETING NOTICE

- Approval of Minutes of May 13, 2008.

- DIRECTOR'S REPORT (if necessary).

HOUSE OF
REPRESENTATIVES

RUSSELL K. PEARCE
CHAIRMAN 2008

TOM BOONE

TRISH L. GROE

JOHN KAVANAGH

PHIL LOPES

DAVID LUJAN

DAVID SCHAPIRA

1 ARIZONA DEPARTMENT OF ADMINISTRATION - Review of Tucson Office Complex

Renovation.

2. ARIZONA STATE UNIVERSITY - Review of Energy Services and Performance Contract.

3. NORTHERN ARIZONA UNIVERSITY
A. Review of Distance Learning and Arizona Universities Network Facility Bond Project.
B. Review of Recreation Field Expansion and Multipurpose Building.

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

6/19/08
ds

People with disabilities may request accommodations such asinter preters, alter native formats, or assistance with physical accessibility.
Requests for accommodations must be made with 72 hoursprior notice. If you require accommodations, please contact the JLBC Office

at (602) 926-5491.
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MINUTESOF THE MEETING
JOINT COMMITTEE ON CAPITAL REVIEW

Tuesday, May 13, 2008

The Chairman called the meeting to order at 8:22 am., Tuesday, May 13, 2008 in House Hearing Room 4. The
following were present:

Members: Senator Burns, Vice-Chairman Representative Pearce, Chairman
Senator Aguirre Representative Groe
Senator Arzberger Representative Kavanagh
Senator Johnson Representative L opes
Senator Verschoor Representative Lujan
Senator Waring Representative Schapira

Absent: Senator Aboud Representative Boone

APPROVAL OF MINUTES

Hearing no objections from the members of the Committee, Chairman Russell Pearce stated the minutes of

December 18, 2007 would stand approved.

ARIZONA DEPARTMENT OF TRANSPORTATION (ADOT)
A. Review of the Grand Canyon Airport Modular Housing Project.

Mr. Juan Beltran, JLBC Staff, stated the FY 2007 Capital Outlay Bill appropriated $2.5 million from the State
Aviation Fund in FY 2007 for the Grand Canyon Airport modular housing project. Mr. Beltran also stated each
unit costs approximately $154,000 to build, and that the costs projections are consistent with the low bid and
are within the proposed budget for the project. JLBC Staff recommends a favorable review of the request of
the scope, purpose and estimated cost of $2.5 million for construction of 15 modular homes and related
infrastructure at the Grand Canyon National Park Airport.

Discussion ensued on thisitem.

Senator Waring moved that the Committee give a favorable review of $2.5 million for the Grand Canyon
Airport Modular Housing Project. The motion carried.
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B. Review of Sprinkler and Fire Alarm Systems Project.

Mr. Beltran said thisitem isareview of ADOT’ s sprinkler and fire alarm systems project. The FY 2006
Capital Outlay Bill appropriated $1,265,000 from the State Highway Fund for automatic sprinklers and fire
systemsin existing ADOT equipment services buildings. ADOT has an expenditure plan for 7 sites for $1.1
million, leaving $164,500 undesignated. ADOT is still evaluating whether to seek a bid for the Show Low
facility since they have along-term desire to relocate the facility, but there are no plansin place.

Mr. Gerald Cody, Senior Architect, and Mr. Roger Gorres, Physical Plant Manager responded to member
guestions.

Senator Waring moved that the Committee give a favorable review to ADOT for the Sprinkler and Fire Alarm
Systems Project in the amount of $1.1 million to install fire sprinkler and alarm systems at 7 sites, and with the
reguirement that ADOT seek Committee review prior to expending the $164,500 of undesignated monies. The
motion carried.

ARIZONA STATE UNIVERSITY (ASU) - Review of Memorial Union Fire Renovations Bond Project.

Ms. Leah Ruggieri, JLBC Staff, presented for review the Memorial Union Fire Renovations Bond Project at
ASU. The Committee favorably reviewed thisitem in December 2007, with the condition that ASU return for
Committee review if any change in excess of $500,000 from insurance reimbursement occurred. ASU is now
reporting that the total cost isincreasing by $13 million, all of which will be covered with insurance
reimbursements. The projects per square foot costs are comparabl e to other projects previously reviewed by
the Committee. JLBC Staff recommends a favorable review with the standard university financing provisions.

Discussion ensued on thisitem.

Ms. Karla Phillips, Director, State Relations, ASU, and Mr. Bruce Jensen, Construction Manager, responded to
members questions.

Senator Burns moved that the Committee give a favorable review of the revised Memorial Union Fire
Renovations Bond Project with the following standard university financing provisions:

e 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.

e 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 Saff will inform the university if they do not concur with the emergency
nature of the change in scope.

e Afavorable review by the Committee does not constitute endor sement 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.

Additionally, ASU shall submit for Committee review any change in the current $40.0 million estimated
insurance reimbursement amount in excess of $500,000 and a revised financing plan. The motion carried.



NORTHERN ARIZONA UNIVERSITY (NAU)
A. Review of Infrastructure Upgrades Bond Project.

Ms. Leah Kritzer, JLBC Staff, stated that thisitem isareview of the NAU Infrastructure Upgrade Bond Project.
NAU is proposing to issue $15 million is system revenue bonds, repaying the bond with tuition revenues. There
was no comparable datafor JLBC Staff to assess the reasonableness of the project’s cost. As background, the
Committee favorably reviewed asimilar item in its December 2007 meeting when it reviewed a University of
Arizonaitem where no comparable information was available. JLBC Staff recommends a favorable review of
this item with the standard university financing provisions.

Ms. Christy Farley, Director, Government Affairs, NAU, and Mr. Bruce Jensen, Construction M anager,
responded to member questions.

Senator Burns moved that the Committee give a favorable review to the NAU Infrastructure Upgrade Bond
Project to be financed with a $15 million system revenue bond issuance with the following standard university
financing provisions:

¢ NAU 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-alter nates that do not expand the scope of the
project. NAU shall also report to the Committee before any reallocation exceeding $500,000 among the
individual planned renovations, renewals, or extensions.

e NAU 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, NAU may immediately report on the scope and estimated cost of the emergency rather than
submit theitem for review. JLBC Saff will inform the university if they do not concur with the emergency
nature of the change in scope.

o Afavorable 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 New Residence Life Warehouse Bond Project.

Ms. Kritzer stated that NAU is proposing to issue $3.9 million in revenue bonds for their new residence life
warehouse project and plans on repaying the bond with revenue from auxiliary funds, specifically dorm fees. The
warehouse will be used to store items for residential life including carpeting, appliances, and snow removal
equipment. NAU’swarehouse will include a pallet storage system, 3 offices, and a conference room. The total
project cost per square foot for the warehouse is $232, which she mistakenly referenced as the direct construction
cost per square foot in Committee packets. The correct direct construction cost per square foot is $168. NAU has
suggested that the high cost of the warehouse is due to the small size of the facility, which makes the marginal
costs greater than the average building. The Committee has at least the following options: afavorable review
with the standard university financing provisions or an unfavorable review as the proposed warehouse appears
more expensive than comparable projects.

Ms. Christy Farley, Director, Government Affairs, NAU, and Mr. Lorenzo Martinez, Assistant Executive
Director for Capital Resources, Arizona Board of Regents, responded to members questions.

Senator Burns moved that the Committee give a favorable review to the Northern Arizona University New
Residence Life Warehouse Bond Project to be financed with a $3.9 million system revenue bond issuance with
the standard university financing provisions as listed in Item A. The motion carried.
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C. Review of Revised Applied Resear ch Facility Bond Project at NAU-Yuma.

Ms. Kritzer said the Committee favorably reviewed thisitem in 2006, at a cost of $4 million, as part of NAU’s
research infrastructure project plan. The original project was planned at 10,000 sguare feet. The facility planis
now revised to include an additional 2,200 sguare feet as well as expanded research capacity. Thiswill increase
the cost by $2.5 million for atotal project cost of $6.5 million. NAU is proposing to issue $2.5 million in system
revenue bonds, which it will repay with tuition revenues. In comparison to other state university research
facilities built over the last 3 to 4 years, the cost per square is on the high end. The JLBC Staff recommends a
favorable review of thisitem with the standard university financing provisions.

Senator Burns moved that the Committee give a favorable review of the revised Applied Research Facility on
its Yuma campus to be financed with a $2.5 million system revenue bond issuance with the standard university
financing provisions aslisted in Item A. The motion carried.

COCHISE COMMUNITY COLLEGE DISTRICT — Review of Revenue Bond Proj ects

Ms. Kritzer said thisis areview of Cochise Community College District’s revenue bond project. 1n July 2006,
the Committee favorably reviewed a General Obligation bond issuance for Cochise in the amount of $87
million. The bond issuance failed in the local election and Cochise now plans on constructing $46.5 millionin
capital projects with pledged revenue obligations, local district funds, and revenue bonds. Statute requires the
Committee review revenue bond issuances for community colleges. Cochiseis proposing to issue $11 million
in revenue bonds, which will be mainly funded by tuition revenues. The bond will fund a new science building
and new student housing complex. Based on comparable projects, the costs per square foot appear reasonable.
The Committee has at |east the following 2 options. afavorable review or an unfavorable review.

Ms. Kritzer said there is another item to bring to the Committee’ s attention, which is Cochise's submittal of
information regarding their planned issuance of pledged revenue obligations, which are atype of lease-
purchase agreement. Cochise plans on issuing $15 million in lease-purchase agreementsin July. Literal
interpretation of statute suggests that no more than $2.5 million in lease-purchase agreements can be issued in 1
year and the total outstanding debt cannot exceed $15 million. Cochise’s bond counsel has interpreted statute
to read that annual principal debt payments themselves cannot exceed $2.5 million in asingle year, while the
total principal issuance cannot exceed $15 million. They also note that other community college districts have
interpreted statute in a similar manner.

The Committee is not required to review these | ease-purchase agreements and could take no action on thisitem
if it chooses. However, the Committee could aso recommend that Cochise remain within the $2.5 million
annual cap or recommend that statute be modified to match current practice.

Dr. Karen Nicodemus, President, Cochise Community College, Mr. Keith Hoskins, Gust Rosenfeld, Bond
Counsel, and Mr. Kevin Butler, Vice President for Administration, Cochise Community College, responded to
member questions.

Senator Burns moved that the Committee give a favorable review to Cochise Community College District’s $11
million bond projects and in addition, the Committee recommended that A.R.S. § 15-1446 language be clarified
regarding the financial cap on community college lease-purchase issuances and JCCR review for these issuances.
The motion carried.

Without objection, the meeting adjourned at 9:55 a.m.
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DATE: June 19, 2008

TO: Representative Russell Pearce, Chairman

Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Leah Kritzer, Fiscal Analyst

SUBJECT: Northern Arizona University — Review of Distance Learning and Arizona Universities

Network Facility Bond Project

Request

A.R.S. 8 15-1683 requires Committee review of any university projects financed with system revenue
bonds. Northern Arizona University (NAU) requests Committee review of a new distance learning and
Arizona Universities Network (AZUN) facility to be financed with a $12.5 million system revenue bond
issuance.

Recommendation

The JLBC Staff recommends that the Committee give afavorable review of the request with the
following standard university financing provisions:

NAU 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. NAU shall also report to the Committee before any reall ocation exceeding
$500,000 among the individual planned renovations, renewals, or extensions.

NAU 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, NAU 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
mai ntenance costs when the project is complete.

(Continued)












The Recreational Fields Expansion on south campus will add new ADA accessible fields with
artificial turf and programmable lighting and a new 4,000 square foot multi-purpose building.
This project accommodates increased student demand for recreation space and concurrent
intramural activities. The field expansion on south campus is one of the projects within the
Recreation and Wellness Expansion Projects approved in January 2008.

NAU is pleased to provide any further information required on these projects.
Sincerely,

VKN el oRE et

Dr. MJ McMahon Kathleen Schedler, P.E.
Executive Vice President Special Assistant to the President
Capital Assets and Services

cc: President John D. Haeger
Joel Sideman, Executive Director, Arizona Board of Regents
Richard Stavneak, Director, Joint Legislative Budget Committee
Leah Kritzer, Analyst, Joint Legislative Budget Committee
Christy Farley, Director, Government Affairs, NAU
Ernest Calderén, Chair, ABOR Capital Committee



SOURCES AND USES OF FUNDS

System Revenue Bonds, Series 2008

Sources:

Distance Learning

Bond Proceeds:

Par Amount 12,515,000.00
Premium 285,455.80
12.800,455.80
Uses:
Project Fund Deposits:
Project Fund 12.500,000.00
Delivery Date Expenses:
Cost of Issuance 300,000.00
Other Uses of Funds:
Excess Proceeds 455.80
12,800,455.80

Jun 11,2008 5:42 pm Prepared by RBC Capital Markets
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BOND DEBT SERVICE

System Revenue Bonds, Series 2008

Distance Learning

Dated Date 08/14/2008
Delivery Date 08/14/2008
Period

Ending Principal Coupon Interest Debt Service
06/01/2009 145,000.00 5.250% 523,804.90 668,804.90
06/01/2010 190,000.00 5.250% 649.425.00 839,425.00
06/01/2011 200,000.00 5.250% 639,450.00 839,450.00
06/01/2012 210,000.00 5.250% 628,950.00 838,950.00
06/01/2013 220,000.00 5.250% 617,925.00 837,925.00
06/01/2014 235,000.00 5.250% 606,375.00 841,375.00
06/01/2015 245,000.00 5.250% 594,037.50 839,037.50
06/01/2016 260,000.00 5.250% 581,175.00 841,175.00
06/01/2017 275,000.00 5.250% 567.525.00 842.525.00
06/01/2018 285,000.00 5.250% 553,087.50 838,087.50
06/01/2019 300,000.00 5.250% 538,125.00 838.125.00
06/01/2020 320,000.00 5.250% 522,375.00 842,375.00
06/01/2021 335,000.00 5.250% 505,575.00 840.575.00
06/01/2022 350,000.00 5.250% 487,987.50 837.987.50
06/01/2023 370,000.00 5.250% 469.612.50 839.612.50
06/01/2024 390,000.00 5.250% 450,187.50 840.187.50
06/01/2025 410,000.00 5.250% 429,712.50 839,712.50
06/01/2026 430,000.00 5.250% 408,187.50 838,187.50
06/01/2027 455,000.00 5.250% 385.612.50 840,612.50
06/01/2028 480,000.00 5.250% 361,725.00 841,725.00
06/01/2029 505,000.00 5.250% 336,525.00 841,525.00
06/01/2030 530,000.00 5.250% 310,012.50 840,012.50
06/01/2031 560,000.00 5.250% 282,187.50 842,187.50
06/01/2032 585,000.00 5.250% 252,787.50 837,787.50
06/01/2033 615,000.00 5.250% 222,075.00 837,075.00
06/01/2034 650,000.00 5.250% 189,787.50 839,787.50
06/01/2035 685,000.00 5.250% 155.662.50 840,662.50
06/01/2036 720,000.00 5.250% 119,700.00 839,700.00
06/01/2037 760.000.00 5.250% 81,900.00 841,900.00
06/01/2038 800,000.00 5.250% 42,000.00 842,000.00
12.515.000.00 12,513,492.40  25,028,492.40

Jun 11,2008 5:42 pm Prepared by RBC Capital Markets
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BOND PRICING

System Revenue Bonds, Series 2008
Distance Learning

Maturity Yield to Call Date Call Price Premium
Bond Component Date Amount Rate Yield Price Maturity  for Arb Yield for Arb Yield (-Discount)
Distance Learning Project:

06/01/2009 145.,000.00 5.250% 2.470% 102.177 3,156.65
06/01/2010 190,000.00 5.250% 2.970% 103.956 7.516.40
06/01/2011 200,000.00 5.250% 3.350% 105.027 10,054.00
06/01/2012 210,000.00 5.250% 3.580% 105.874 12,335.40
06/01/2013 220,000.00 5.250% 3.710% 106.705 14,751.00
06/01/2014 235,000.00 5.250% 3.860% 107.152 16,807.20
06/01/2015 245,000.00 5.250% 4.000% 107.369 18,054.05
06/01/2016 260,000.00 5.250% 4.140% 107.326 19,047.60
06/01/2017 275,000.00 5.250% 4.270% 107.117 19,571.75
06/01/2018 285,000.00 5.250% 4.390% 106.781 19,325.85
06/01/2019 300,000.00 5.250% 4.510% 105.801 C 4.563%  06/01/2018 100.000 17,403.00
06/01/2020 320,000.00 5.250% 4.610% 104.992 C 4.693% 06/01/2018 100.000 15,974.40
06/01/2021 335,000.00 5.250% 4.690% 104.351 C 4.790% 06/01/2018 100.000 14,575.85
06/01/2022 350,000.00 5.250% 4.760% 103.793 C 4.869% 06/01/2018 100.000 13,275.50
06/01/2023 370,000.00 5.250% 4.820% 103.319 C 4.931% 06/01/2018 100.000 12,280.30
06/01/2024 390,000.00 5.250% 4.870% 102.925 C 4.980% 06/01/2018 100.000 11,407.50
06/01/2025 410,000.00 5.250% 4.920% 102.533 C 5.024% 06/01/2018 100.000 10,385.30
06/01/2026 430,000.00 5.250% 4.970% 102.143 C 5.065% 9,214.90
06/01/2027 455,000.00 5.250% 5.020% 101.755 C 5.103% 7,985.25
06/01/2028 480,000.00 5.250% 5.070% 101.368 C 5.138% 6,566.40
06/01/2029 505.000.00 5.250% 5.120% 100.983 C 5.172% 4,964.15
06/01/2030 530,000.00 5.250% 5.150% 100.753 C 5.191% 3,990.90
06/01/2031 560,000.00 5.250% 5.170% 100.600 C 5.204% 3,360.00
06/01/2032 585,000.00 5.250% 5.180% 100.524 C 5211% 3,065.40
06/01/2033 615,000.00 5.250% 5.190% 100.448 C 5.217% 2,755.20
06/01/2034 650,000.00 5.250% 5.200% 100.371 C 5.223% 2.411.50
06/01/2035 685.000.00 5.250% 5.210% 100.295 C 5.229% 2,020.75
06/01/2036 720,000.00 5.250% 5.220% 100.219 C 5.234% 1,576.80
06/01/2037 760,000.00 5.250% 5.230% 100.143 C 5.240% 1,086.80
06/01/2038 800,000.00 5.250% 5.240% 100.067 C 5.245% 536.00

12,515,000.00 285,455.80

Jun 11,2008 5:42 pm Prepared by RBC Capital Markets
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BOND PRICING

System Revenue Bonds, Series 2008
Distance Learning

Dated Date 08/14/2008
Delivery Date 08/14/2008
First Coupon 12/01/2008
Par Amount 12.515.,000.00
Premium 285,455.80
Production 12.800,455.80  102.280909%

Underwriter's Discount

Purchase Price 12.800,455.80  102.280909%
Accrued Interest

Net Proceeds 12.800,455.80

Jun 11,2008 5:42 pm Prepared by RBC Capital Markets
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Board of Regents Meeting

June 19 — 20, 2008

Agenda Item #
EXECUTIVE SUMMARY Page 1 of 6

ACTION ITEM: Project Implementation Approval and Project Approval for New
Distance Learning / AZUN Facility (NAU)

ISSUE: Northern Arizona University seeks Project Implementation Approval and Project
Approval for the new Distance Learning / AZUN Facility on the Flagstaff
campus of NAU.

PREVIOUS BOARD ACTION: Capital Development Approval January 2008
PROJECT DESCRIPTION:

e The project is a 24,500 square feet, three-story addition to the east side of the Communications
Building, Building 16. In addition, the project includes renovation of 13,500 square feet of TV
Services space on the 1 and 2™ floor of the existing Communications Building, including a new
1,500 square foot TV Studio. There was some renovation in 2001 to this area of the
Communication Building. Further renovation in these areas is now needed for expanded
programmatic needs. Due to its critical role in academic program delivery, the existing TV studio
will remain in operation during renovation. Steps are also being implemented to minimize
disruption to the Communications Department operations and academic instruction, as well as
address construction traffic in the academic zone.

e The project includes two classrooms, space for production technology, offices, support
spaces, storage and restrooms. The new addition will provide an appropriate acoustical
environment for the new TV studio to enhance academic program delivery. Energy efficient
options, such as daylighting, are designed for the addition. The new addition Architecture and
Landscape Architecture designs are compatible with the existing Communication Building,
and the Campus Master Plan. The addition siting will preserve adjacent building sites.

e All applicable spaces within the New Distance Learning/AZUN Facility will comply with the
ABOR space guidelines and ADA accessibility requirements. The anticipated life cycle for
this building is well beyond the length of the debt service. Advances in technology will
impact the life cycle of the TV Studio.

e It was the university plan to bring this project through the incremental capital project
approval process. Due to a narrow construction window affected by seasonal weather and the
targeted occupancy date, the university seeks an exception and brings the project forward for
concurrent Project Implementation Approval and Project Approval.

e The Design Professional is Burns Wald Hopkins and the CMAR is Kinney Construction Services,
a local Flagstaff contractor. The estimate has been corroborated by Rider Levett Bucknall and a
GMP for this project has been successfully negotiated.

CONTACT: Kathleen Schedler, P.E., Special Assistant to President, (928) 523.6201, Kathleen.Schedler@nau.edu
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Members, Joint Committee on Capital Review
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DAVID LUJAN
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Northern Arizona University - Review of Recreation Field Expansion and Multipurpose

Building

A.R.S. 8 15-1683 requires Committee review of any university projects financed with system revenue
bonds. Northern Arizona University (NAU) requests Committee review of arecreation field expansion
and multipurpose building to be financed with an $8.6 million system revenue bond issuance. The bond
issuance will be paid from a new $50 recreation and wellness fee, which will increase to $235 by 2011.

Recommendation

The Committee has at |east the following 2 options:

1. A favorablereview, with the standard university financing provisions (listed below).

2.  Anunfavorablereview. The artificial grassturf is projected to last 10 years which is less than the
life of the proposed 30-year debt service repayment schedule. NAU, however, will structure its bond
issuance so that the artificial turf is paid off first. We are awaiting additional information asto how
they plan to accomplish this objective.

Under either option, the JLBC Staff recommends the provision that NAU submit afinal debt service
scheduleto JLBC.

Sandard University Financing Provisions

o NAU shal 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. NAU shall also report to the Committee before any reall ocation exceeding

$500,000 among the individual planned renovations, renewals, or extensions.

(Continued)
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e NAU 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, NAU 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.

o 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
mai ntenance costs when the project is compl ete.

Analysis

NAU proposes to construct on its only south campus recreation field, a 6,000 square foot multi-purpose
building, which will include restrooms, water fountains, and storage for field equipment. They planto
expand their existing recreational field of 84,600 square feet and add an additional field. NAU also plans
toinstall programmable lighting and artificia turf for both fields covering atotal area of 280,000 square
feet. Theexisting field will be converted from natural grassto artificial turf. These fields will provide
expanded space for intramural sports, which include football, baseball, and ultimate Frisbee. NAU
indicates they chose artificial turf over natural grassto allow for year long usage of the fields and rapid
drainage after inclement weather.

NAU states that the number of intramural participants has increased as enrollment has increased and
requests for field space currently exceed capacity. The recreation field expansion and multi-purpose
building represent the first of 4 phases of NAU’ s full student recreation and wellnessinitiative on its
Flagstaff campus. Phase 2 represents additional recreation improvements and phases 3 and 4 will be used
to construct aWellness facility. NAU assessed the feasibility of all 4 phases by conducting aweb survey
and feedback sessions with students on the Flagstaff campus, which discussed the proposed projects and
associated fees.

Financing

The field expansion project will be funded with $8.6 million in auxiliary fund system revenue bonds.
Auxiliary funds are non-appropriated funds generated from self-supporting activities, such as student fees.
Beginning in the fall 2008 semester, NAU students on the Flagstaff campus will be charged a student
recreation and wellness fee, which NAU will use to fund the field expansion project. The fee will start at
$50 per semester in fall 2008 and increase to $235 per semester by fall 2011. NAU currently charges a
$25 recreation fee and a $15 health fee per semester.

The project cost is $7.8 million, with bond issuance related costs totaling approximately $820,000
including any discounts and bond insurance, for atotal cost of $8.6 million. NAU anticipates issuing the
AA rated system revenue bonds later this summer with an estimated 5% annual interest rate and aterm of
30 years. The university estimates an annual debt service of $570,000, with a 30-year total cost of $17.0
million. The average life span of artificial turf is approximately 10 years, while the debt payment
schedule spans 30 years. NAU acknowledges that turf will have to be replaced before the revenue bond is
repaid and plans on funding the turf replacement with the new recreation fees.

The operating and maintenance costs for the current recreation field range between $32,000 and $40,000
per year. NAU anticipates operating and maintenance costs of $90,000 when the project is completed and
will cover these expenses from university auxiliary 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 ingtitution’ stotal projected annual expenditures. This

(Continued)
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calculation is known as the debt ratio. The $8.6 million system revenue bond issuance would increase the
NAU debt ratio from 6.53% to 6.78%.

Construction Costs

The $7.8 million project cost includes direct construction costs, architect fees, furniture and equipment
costs, and contingency fees. The direct construction costs total $6.3 million, which include labor and
material costs. The field expansion project includes 3 separate components: the construction of the field
expansion itself, construction of the multi-purpose building, and installation of field lighting. Table 1
provides a breakout of the direct construction costs of the 3 components with comparable Arizona
recreation projects.

Tablel
NAU FIELD EXPANSION PROJECT
Excavation, Preparation of Field, and Turf Installation ¥

Total Direct Cost
Project Total Direct Cost Square Foot Per Square Foot
CAP Basin Park Soccer Fields $3.0 million 600,000 $5.00
City of Flagstaff - Thorpe Park $5.3 million 557,900 $9.50
NAU Field Expansion $3.1 million 280,000 $11.16

M ulti-Pur pose Building ¥

Total Direct Cost
Project Total Direct Cost Square Foot Per Square Foot
NAU Field Expansion $584,300 6,000 $97
City of Scottsdale - Grayhawk Park $372,000 1,600 $232
Town of Fountain Hills -

Desert Vista Park $508,000 1,872 $271
Sports Field Lighting
Tota Direct

Project Total Direct Cost Number of Poles Cost Per Pole
NAU Field Expansion $682,700 16 $42,700
City of Scottsdale - Grayhawk Park $640,000 11 $58,200
City of Flagstaff - Thorpe Park $1,390,000 21 $66,190
1Y Thefollowing comparable data were provided by NAU, which includes project costs as reported by Valley Rain Contractors.

NAU estimates the field expansion itself, which includes turf, preparation of field, and excavation, will
cost approximately $3.1 million, or $11.16 per square foot. The City of Flagstaff installed natural grass
instead of turf at its Thorpe Park at a cost of $9.50 per square. On average, natural grass costs
approximately 44% less than turf. If NAU’s costs were adjusted for the difference in cost between
artificial and natural turf, NAU’ s adjusted cost would be $6.70 per square foot, which appears reasonable.

The multi-purpose building is estimated to cost approximately $584,300, or $97 per square foot. The City
of Scottsdale' s Grayhawk Park has a similar building, with restrooms and a storage area, for a cost per
square foot of $232. NAU states its costs are below its comparables due to the building’ s ssimple design
and minimal interior finishes. The cost estimate for NAU’ s multi-purpose building appears reasonable.

NAU’s 16-pole sports field lighting project is estimated to cost atotal of $682,669, or an average cost per
pole of $42,700. The City of Scottsdale installed 11 sports lights at its Grayhawk Park for atotal cost of
$58,200, with an average cost of $58,200 per pole. The cost estimate provided by NAU for its sports
lighting project appears reasonable.

(Continued)
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NAU would contract this bond project using Construction Manager at Risk (CMAR). In CMAR, the
university competitively selects ageneral contractor according to quality and experience. The genera
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, auniversity will partially cover higher costs to maintain good contractor relations.

RS/LK:ss
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June 3, 2008

The Honorable Russell K. Pearce, Chairman
Joint Committee on Capital Review JOINT BUDC

1716 West Adams COMMITTEE
Phoenix, AZ 85007

RE: NAU Capital Projects for Review
Dear Chairman Pearce:

We respectfully request the following projects for Northern Arizona University (NAU) be placed on
the next available agenda for the Joint Committee on Capital Review. The NAU projects include the
new Distance Learning / AZUN Facility at $12.5 million and the Recreational Fields Expansion at
$7.8 million. These projects have been reviewed and approved by the Capital Committee of the
Arizona Board of Regents. They are on the consent agenda for the Board meeting in Flagstaff on June
19 - 20, 2008.

New Distance Learning / AZUN Facility:
The Distance Learning project will receive concurrent Project Implementation Approval and Project

Approval during the Arizona Board of Regents (ABOR) June 19 - 20, 2008 meeting. System Revenue
Bonds in the amount of $12,500,000 will be issued to finance the project. The debt service is
$812,000 annually. The bonds will be repaid over a 30-year period using Proposition 301 funds from
AZUN, Central University funds and Local funds. It is anticipated that Distance Learning summer
session revenues will replace TRIF / AZUN debt service funds pending its expiration in 2021.

In January 2005, the Board entrusted Northern Arizona University with the management of the
Arizona Universities Network (AZUN). With the growth in new students averaging more than 10%
per year for over ten years, the added staff to serve these students and administer the AZUN project
has outpaced the space available to house the services. The project is a 24,500 square feet, three-story
addition to the east side of the Communications Building, Building 16, and renovation of 13,500
square feet of TV Services space in the existing Communications Building.

Recreational Fields Expansion:

The Recreational Fields Expansion project will receive concurrent Project Implementation Approval
and Project Approval during the Arizona Board of Regents (ABOR) June 19 — 20, 2008 meeting.
System Revenue Bonds in the amount of $7,800,000 will be issued to finance the project. The bonds
will be repaid over a 30-year period using $540,000 annually from Auxiliary Funds. In December
2007, NAU received ABOR approval for a structured student recreation fee for recreation
improvements.




The Recreational Fields Expansion on south campus will add new ADA accessible fields with
artificial turf and programmable lighting and a new 4,000 square foot multi-purpose building.
This project accommodates increased student demand for recreation space and concurrent
intramural activities. The field expansion on south campus is one of the projects within the
Recreation and Wellness Expansion Projects approved in January 2008.

NAU is pleased to provide any further information required on these projects.

Ny ol llecttn—

Sincerely,

Dr. MJ McMahon Kathleen Schedler, P.E.
Executive Vice President Special Assistant to the President
Capital Assets and Services

cc: President John D. Haeger
Joel Sideman, Executive Director, Arizona Board of Regents
Richard Stavneak, Director, Joint Legislative Budget Committee
Leah Kiritzer, Analyst, Joint Legislative Budget Committee
Christy Farley, Director, Government A ffairs, NAU
Ernest Calderén, Chair, ABOR Capital Committee



SOURCES AND USES OF FUNDS

System Revenue Bonds - Wellness Center Project
Series 2008 System Revenue Bonds

Sources:

Bond Proceeds:
Par Amount 8,620,000.00

8,620,000.00

Uses:

Project Fund Deposits:

Project Fund 7.800,000.00

Other Fund Deposits:
Capitalized Interest Fund 538,750.00

Delivery Date Expenses:

Cost of Issuance 150,000.00
Underwriter's Discount 43,100.00
Bond Insurance 85,212.50
278,312.50

Other Uses of Funds:
Excess Proceeds 2,937.50
8,620,000.00
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