Capital Changes
Agency: Prescott Historical Society

Proposal: Eliminate Prescott Historical Society Facility Project

FY 09 Savings: $393,200
FY 10 Savings: $0

This option would eliminate the $400,000 maintenance and workshop facility project
appropriated to the Prescott Historical Society in the FY 2007 Capital Outlay Bill (Laws 2006,
Chapter 345). The appropriation isto be combined with dollar for dollar matching monies from
non-state sources. The monies would allow the Prescott Historical Society to construct a 2-story,
6,000 to 8,000 square foot building to house a carpentry shop, support space for custodial,
grounds and physical plant needs, as well as an exterior work yard. Prescott Historical Society
has expended $6,800 for initial design.

The agency submitted the project for review at the November 13, 2008 meeting of the Joint
Committee on Capital Review, but the item was not placed on the agenda due to the state’s
budget shortfall. The project was delayed because the Prescott Historical Society was finishing
another project in FY 2008.
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Capital Changes
Agency: Arizona Department of Administration

Proposal: Eliminate ADOA Old Health L ab Renovation Project

FY 09 Savings: $1,207,000
FY 10 Savings: $0

This option would eliminate the funding for the former state health laboratory renovation
project. Laws 2007, Chapter 257 appropriated $2,207,000 in both FY 2008 and FY 2009
to the Arizona Department of Administration (ADOA) for renovation of the former state
health laboratory. This space has been two-thirds vacant since the new state health
laboratory opened in FY 2004. Laws 2008, Chapter 53 reverted $1,000,000 of the

FY 2008 appropriation to the General Fund while Laws 2008, Chapter 289 reverted the
entire $2,207,000 FY 2009 appropriation to the General Fund. According to ADOA, the
remaining $1,207,000 will allow them to demolish the building’s 2™ and 3" floors and
prepare the shells of these floors for new office space.

This option would eliminate funding for this project. The project has not been submitted

for review to the Joint Committee on Capital Review, which the agency plansto doin
February 2009, but they may have expended some monies for initial design.
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Capital Changes
Agency: Arizona Department of Administration

Proposal: Eliminate FY 2008 Prison Door & Lock Replacement Monies

FY 09 Savings: $3,200,000
FY 10 Savings: $0

This option would eliminate the $3,200,000 appropriated by Laws 2008, Chapter 53 for
the State Department of Corrections (ADC) door and lock replacement needs. In FY
2002, an assessment of the ADC’ s door and lock replacement needs throughout the
Arizona state prison system was completed. At that time, the assessment estimated costs
up to $38.5 million to replace doors, locks, and monitoring panels that exceeded their
useful life expectancy or posed security risks. Based on a reassessment and competitive
bid recently completed on asingle project in FY 2007, the Arizona Department of
Administration (ADOA) estimates the total cost of the project may now exceed $60
million.

Laws 2006, Chapter 345 (FY 2007 Capital Outlay Bill) appropriated $5.2 million to
ADOA to begin the replacement of cell doors and locks throughout the state prison
system. In October 2007, the Joint Committee on Capital Review (JCCR) favorably
reviewed ADOA'’ s plan to replace a control room panel and 408 doors and locks located
at the ASPC-Tucson, Rincon Unit. The current status of this project however, is
unknown at this time.

In addition to the monies appropriated in FY 2007, Laws 2007, Chapter 257 (FY 2008
Capital Outlay Bill) appropriated another $5.2 million in FY 2008 for the continued
replacement of cell doors and locks throughout the state prison system. This amount
however, was subsequently reduced to $3,200,000 by Laws 2008, Chapter 53. The
project has not been submitted for review to the JCCR, which the agency plans to do by
February 2009. This option would eliminate the $3,200,000 (less any monies
encumbered to date for the project) appropriated for ADC door and lock replacement
needs.
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Capital Changes
Agency: Office of Tourism

Proposal: Reduce Y uma Welcome Center Funding

FY 09 Savings: $600,000
FY 10 Savings: $0

This option would eliminate $600,000 of the $1,000,000 appropriated to the Office of Tourism
for distribution to the City of Yumato build a'Y uma Welcome Center in FY 2009. Laws 2006,
Chapter 335 appropriated $2,000,000 in FY 2007 for the center, while Laws 2007, Chapter 257
advance appropriated $1,000,000 in both FY 2008 and FY 2009. However, Laws 2008, Chapter
53 reverted $1,500,000 of the FY 2007 appropriation and $1,000,000 of the FY 2008
appropriation to the General Fund. Chapter 53 left the project with $1,500,000 to expend,
including $1,000,000 in FY 2009. According to the Governor’s Office of Strategic Planning and
Budgeting, the city has already spent about $600,000 of the $1,500,000 appropriation for design
of the center.
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Capital Changes
Agency: Department of Public Safety

Proposal: Reduce Microwave Communication System Funding

FY 09 Savings: $250,000
FY 10 Savings: $0

This option would eliminate $250,000 of the $1,500,000 appropriated to the Department of
Public Safety (DPS) to upgrade their microwave communication systemin FY 2009. Laws
2006, Chapter 345 advance appropriated $1,500,000 in FY 2007, FY 2008, and FY 2009.
However, Laws 2008, Chapter 53 reverted $500,000 of the FY 2008 appropriation to the General
Fund in FY 2008. Thetotal cost of the project was estimated to cost $4,500,000. Dueto a
revised cost estimate, this $250,000 will not be required to complete the project.

In addition to the $1,500,000 from the General Fund, Chapter 345 appropriated $207,000 from
the Game and Fish Fund and $826,000 from the State Highway Fund in each of FY 2007,

FY 2008, and FY 2009 to provide atotal appropriation of $2,533,000. Chapter 345 also intended
that $1,600,000 of federal homeland security monies be distributed in each of FY 2007,

FY 2008, and FY 2009 to DPS for the project. DPS has received $2,496,800 in federal monies
for this purpose so far.

The funding will be used to begin conversion of the department’ s analog microwave radio
system with adigital system. The microwave system is the backbone of the DPS statewide radio
system. The radio system provides dispatch control of radio base stations and connects 53
remote radio communication sites and 20 state office locations. In addition, datafrom the
Arizona Criminal Justice System is also sent over the microwave system to criminal justice
agencies around the state.

The complete upgrade includes 3 segments (south, west, and north). Each segment of the system
operates independently enabling single or multiple digital segments to coexist with the current
analog system. The cost to upgrade all 3 segmentsis estimated to be $60,000,000, including
$12,100,000 to upgrade the first segment (south).
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Capital Changes

Agency: Department of Veterans Services
Proposal: Shift FY 2009 Southern Arizona Veterans Home Funding to
FY 2010

FY 09 Savings: $10,000,000
FY 10 Savings: $(10,000,000)

This option would shift funding for the Southern Arizona Veterans Home in Tucson
from FY 2009 to FY 2010. The FY 2009 budget appropriated $10 million for
construction of this Veterans Home. The Department of Veterans' Affairs (VA) requires
that states pay 35% of the construction costs, while the federal government pays the
remaining 65%. The VA publishes an annual list of priority projects, and available
federal monies are distributed according to the list. The most recent list, published in
October 2008, indicated that the Southern Arizona Veterans' Home would not receive
matching federal funding until at least FY 2011 or FY 2012. Shifting of these monies
would require a change to the bill appropriating these monies.
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Capital Changes

Agency: Arizona Board of Regents and Arizona Department of
Administration
Proposal: Repeal FY 2009 L ease-Purchase Authority

FY 09 Savings: $0
FY 10 Savings: $10,384,700

This option would repeal the Laws 2008, Chapter 287 |lease-purchase authority that has
not been favorably reviewed by the Joint Committee on Capital Review (JCCR). The FY
2009 Education Budget Reconciliation Bill (BRB) authorized the Arizona Board of
Regents (ABOR) to enter into lease-to-own and bond transactions of up to $1 billion,
while the FY 2009 Capital Outlay Bill (Laws 2008, Chapter 289) authorized the Arizona
Department of Administration (ADOA) to enter into a $7.5 million lease-purchase
agreement.

ABOR Authority: The FY 2009 Education BRB requires ABOR to allocate $470 million
of the $1 billion bond proceeds for construction of the University of Arizona Phoenix
Biomedical Campus. Of the remaining $530 million in proceeds, ABOR planson
allocating $20 million to Arizona State University’s School of Construction and $170
million to each of the 3 universities for building renewal, deferred maintenance, and new
construction projects. The bill authorizes ABOR to issue not more than $285 millionin
FY 2009. At its November 13, 2008 meeting, JCCR favorably reviewed $64.6 million
for university-wide building renewal projects. This option would repeal $935.4 million
of ABOR’s $1 hillion bonding authority, which has not yet been favorably reviewed by
JCCR.

The debt service for the $64.6 million issuance is estimated to begin with aFY 2009
$312,800 payment followed by 5 years worth of interest-only payments at about $3.8
million each year. After thefirst 6 years of payments, the average annual debt service
payments are expected to be $6.6 million, which assumes an interest rate of 5.85% and a
term of 20 years.

The FY 2009 Education BRB requires 80% of the annual debt service payments to be
made with Lottery revenues with the remaining 20% from university system revenues
from the University Capital Improvement L ease-to-Own and Bond (UCI) Fund. If

L ottery revenues are not available, the bill stipulates that university system revenues
would be used to make the entire annual debt service payments. This option would
repeal the use of Lottery revenues for debt service, which means university system
revenues would be used to make these payments for the $64.6 million issuance.

The FY 2009 Education BRB also created 2 new Lottery revenue beneficiaries, which
would receive monies after the UCI Fund: the Department of Environmental Quality’s
(DEQ) Water Supply Development Fund and the State Land Department’ s Community
Protection Initiative Fund. Beginning in FY 2010, the DEQ Fund can receive up to $10
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million from Lottery revenues, while the Land Department Fund can receive up to $3
million. This option would repeal these 2 funds from the list of Lottery beneficiaries.
Based on the FY 2010 JLBC Staff forecast of Lottery revenues, it is estimated that
suspending the FY 2010 UCI Fund deposit and repealing the DEQ and Land Department
Funds will result in total FY 2010 savings of $10,384,700, which would revert to the
Genera Fund.

ADOA Authority: The FY 2009 Capital Outlay Bill authorized ADOA to enter into a 15-
year $7.5 million |ease-purchase agreement, with the first debt payment to be scheduled
in FY 2011, to fund the design and construction of a state emergency operations center,
which will be operated by the Department of Emergency and Military Affairs. Assuming
an interest rate of 5.85%, the annual debt service payments would be about $765,000,
which would be annually appropriated from the General Fund. This option would not
result in actual cost savings, but would instead result in cost avoidances in terms of debt
service payments from the General Fund over the next 15 years. This project has not
been submitted for review and approval to JCCR, but they may have expended some
monies for initial design.
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