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MEETING NOTICE

- Call to Order

- Approval of Minutes of March 26, 2004.

- DIRECTOR'S REPORT (if necessary).

1. ARIZONA DEPARTMENT OF TRANSPORTATION – Review of FY 2005 Construction Budget
Operating Expenditure Plan.

2. GAME AND FISH DEPARTMENT – Review of Canyon Creek Hatchery Project.

3. NORTHERN ARIZONA UNIVERSITY – Review of Infrastructure Research Lease-Purchase
Projects.

4. UNIVERSITY OF ARIZONA –
A. Review of Revised Cost of Chemistry Building Expansion Lease-Purchase Project.
B. Reports on Capital Projects Contingency Allocations.

5. ARIZONA STATE UNIVERSITY – Review of Academic Renovations and Deferred Maintenance-
Phase 1 Bond Project and Report on Instruction and Research Lab Renovation Lease-Purchase
Projects.

6. SCHOOL FACILITIES BOARD –
A. Consider Approval of Converting Deficiencies Correction Bonds from Variable to Fixed Interest

Rates.
B. Review of FY 2005 New School Construction Lease-Purchase Projects.

7. ARIZONA STATE PARKS – Consider Approval of Yuma Crossing Transfer.
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8. MARICOPA COMMUNITY COLLEGE – Consider Review of $900 Million Bond Proposal.

9. DEPARTMENT OF ADMINISTRATION/DEPARTMENT OF CORRECTIONS – Reports on 
Prison Construction Schedule and Status of Private Prison Bed Contracts.

10. JLBC STAFF – Report on Telecommunications Privatization.

The Chairman reserves the right to set the order of the agenda.
6/15/04

People with disabilities may request accommodations such as interpreters, alternative formats, or assistance with physical accessibility.
Requests for accommodations must be made with 72 hours prior notice.  If you require accommodations, please contact the JLBC Office
at (602) 542-5491.
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Category Expenditure Plan
Primary Clarifier

Design $    35,000
Construction 430,000
Contingencies 45,000
Construction Management 35,000
Pumping Equipment 15,000
Tractor 50,000

Tertiary Treatment
Design $   15,000
Construction 50,000
Contingencies 5,000
Construction Management       5,000

Total $685,000

RS/JO:jb
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DATE: June 14, 2004

TO: Representative Russell Pearce, Chairman
Members, Joint Committee on Capital Review

THRU: Richard Stavneak, Director

FROM: Shelli Carol, Fiscal Analyst

SUBJECT: Northern Arizona University – Review of Infrastructure Research Lease-Purchase Projects

Request

A.R.S. § 15-1682.01 requires Committee review of any university projects financed with Certificates of
Participation (also known as COPs or lease-purchase).  Northern Arizona University (NAU), on behalf of
the Arizona Board of Regents (ABOR) requests Committee review of the College of Engineering and
Technology Renovation and the Applied Research and Development Facility.  These projects would be
financed with a total new COP issuance of $33,000,000.

Recommendation

JLBC Staff recommends a favorable review of the request with the following stipulations:

• NAU report to the Committee before expenditure of any allocations that exceed the greater of
$100,000 or 10% of the reported contingency amount total for add alternates that do not expand the
scope of the project.

• NAU submit for Committee review any allocations that exceed the greater of $100,000 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.  The 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 for operational costs when the projects are complete.  These costs should be
considered by the entire Legislature through the budget development process.

• NAU report to the Committee with a comparison between the costs of meeting “green building”
standards and the savings generated through energy and other operating efficiencies.

(Continued)
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Both of the projects under review are part of the university research infrastructure lease-purchase plan
authorized by the Legislature in 2003.  The College of Engineering and Technology Renovation has a
total capital cost of $15,000,000, which would be financed with the COP issuance.  The Applied Research
and Development Facility has a total capital cost of $20,500,000, of which $18,000,000 would be
financed with a COP issuance and $2,500,000 would be financed from a U.S. Department of Commerce
grant.  The COPs would be repaid over a 26-year period at an estimated interest rate of 5.28%.  The total
interest costs would be a projected $29,991,500.  By FY 2008, the combined annual debt service payment
would be $2,511,500 and would be paid from the $5,900,000 appropriation to NAU in Laws 2003,
Chapter 267.

The per-square-foot costs for these projects are comparable to other university projects of their respective
scopes.  (See tables in Analysis section for per-square-foot cost comparisons with other projects.)

A.R.S. § 15-1683 allows each state university to incur a projected annual debt service for bonds and
certificates of participation of up to 8% of each institution’s total projected annual expenditures.  This
calculation is known as the debt ratio.  These projects would increase the NAU debt ratio from 5.10% to
6.19%.

NAU does not anticipate any additional operating and maintenance costs deriving from the College of
Engineering and Technology Renovation.  NAU estimates $400,000 of new operating and maintenance
costs when the Applied Research and Development Facility is complete.  The university plans to fund
these operating costs through rent and the Indirect Cost Recovery Fund.

Analysis

NAU submitted both the College of Engineering and Technology Renovation and the Applied Research
and Development Facility as “research infrastructure” projects.  Laws 2003, Chapter 267 amended
A.R.S. § 42-5075 to confer tax-exempt status on the proceeds and income of research-infrastructure-
related construction contracts.  A.R.S. § 15-1670 defines research infrastructure as “installations and
facilities for continuance and growth of scientific and technological research activities at the university.”

The intent of the Chapter 267 tax exemptions is to lower the cost of such projects and to reduce debt
service payments until General Fund appropriations from Chapter 267 become available in FY 2008.
Chapter 267 makes an annual General Fund appropriation of $5,900,000 to NAU for debt service
payments from FY 2008 through FY 2031.  These are the first Chapter 267 research infrastructure
projects submitted by NAU.  Assuming this COP issuance takes place, approximately $3,388,500 would
remain available for debt service on other NAU research infrastructure projects.

The following table lists the capital project costs and financing related costs for each project.

NAU Research Infrastructure COP Projects
Project Issuance Amount Annual Debt Service Total Debt Payments Operating Costs
College of Engineering
    Technology Renovation $15,000,000 $1,141,600 $28,632,500 $            0
Applied Research and
    Development Facility   18,000,000   1,369,900 34,359,000    400,000
TOTAL $33,000,000 $2,511,500 $62,991,500 $400,000

College of Engineering and Technology Renovation

NAU would renovate the existing three-story, 70,700 square-foot building and construct a new three-
story, approximately 18,000 square-foot extension at an estimated total cost of $15,000,000.  The facility
has not been significantly renovated since its original construction in 1972.  The north face, which would
be removed for the extension, is experiencing structural problems.  The facility’s fire and life safety

(Continued)
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system, ventilation system, and disability access are all aged and no longer comply with new codes and
standards.  The renovation would include asbestos abatement, replacement or addition of major
mechanical and electrical systems, and a complete reconfiguration of the building interior to comply with
the Americans with Disabilities Act and create integrated lab classrooms.  Furthermore, the proposed
renovation would address the concerns of the Accreditation Board for Engineering and Technology
(ABET), which found this facility, and especially its laboratories, inadequate and antiquated.

NAU estimates the project would take 16 months of construction.  NAU does not anticipate any
additional operating and maintenance costs upon project completion.  The university expects that
installation of energy efficient systems would offset any cost increases associated with the additional
square footage.  Additionally, NAU plans to cover fixtures, furniture, and equipment costs through
external fundraising.

The total cost per square foot for the College of Engineering and Technology Renovation would be
approximately $169 and the direct construction cost per square foot would be $130.  The following table
shows cost comparisons for various university major renovation projects.

University Major Renovation Projects
Estimated Per Square Foot Costs

Project
Total Project
Finance Cost

Total Cost Per
Square Foot

Direct Construction
Cost Per Square Foot

NAU-School of Communication Renovations 14,020,000 $154 $131
NAU-Engineering & Technology Renovation 63,568,800 169 130
AVERAGE $229 $184
ASU-Instructional Research Renovation 10,000,000 303 236

Applied Research and Development Facility

NAU would construct a new three-story, approximately 60,000 square-foot environmental research
facility at an estimated total cost of $20,500,000.  The building would house the Keim Genetics Research
Laboratory, the National Park Service, the U.S. Geological Survey, the Institute for Tribal Environmental
Professionals, a business development center, and classroom and laboratory spaces for up to ten
environmental academic programs.  As such, the facility would consolidate resources now spread across
campus.  Rent payments collected from non-university tenants would support ongoing operating and
maintenance costs.

NAU plans to construct this building to achieve the highest Leadership, Energy, and Environmental
Design (LEED) rating available.  This standard, published by the U.S. Green Building Council, would
allow the facility to highlight environmentally friendly technologies and building processes in its very
construction and significantly reduce operations and maintenance costs.

NAU estimates the project would take 18 months of construction.  Annual ongoing operating and
maintenance costs when the project is complete are estimated to be $400,000, a 33% reduction from
standard costs for a facility of this size, due to the energy savings of the LEED design.  NAU intends to
fund these costs through rent and indirect cost recovery.  NAU plans to cover fixtures, furniture, and
equipment costs through external fundraising.

The total cost per square foot for the Applied Research and Development Facility would be
approximately $342 and the direct construction cost per square foot would be $275.  These estimates fall
on the low end of the per-square-foot cost range of other university research infrastructure projects.  The
following table shows cost comparisons.

(Continued)
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University Research Infrastructure Projects
Estimated Per Square Foot Costs

Project
Total Project
Finance Cost

Total Cost
Per Square Foot

Direct Construction
Cost Per Square Foot

ASU-Interdisciplinary Science and Technology Building 2 $18,000,000 $300 $217
NAU-Applied Research and Development Facility 18,000,000 342 275
UA-Institute for Biomedical Science and Biotechnology Building 70,241,700 389 285
UA-Medical Research Building 63,568,800 392 287
ASU-Interdisciplinary Science and Technology Building 1 74,000,000 412 285
AVERAGE $404 $299
ASU-Biodesign Institute 2 73,000,000 425 307
UA-Chemistry Building Expansion 53,848,200 507 410

RS/SC:jb




