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JOINT COMMITTEE ON CAPITAL REVIEW 
Thursday, September 21, 2006 

1:30 p.m. 
House Hearing Room 4 

 
 
 

MEETING NOTICE 
 
- Call to Order 
 
- Approval of Minutes of August 24, 2006. 
 
- DIRECTOR'S REPORT (if necessary). 
 
1. ARIZONA DEPARTMENT OF TRANSPORTATION 

A. Review of FY 2007 Construction Budget Operating Expenditure Plan. 
B. Report on 5-Year Transportation Plan. 

 
2. UNIVERSITY OF ARIZONA - Review of Residence Life Building Renewal Phases III and IV 

Bond Projects. 
 
3. ARIZONA STATE UNIVERSITY - Review of Polytechnic Academic Complex Lease-Purchase 

Project. 
 
4. ARIZONA EXPOSITION AND STATE FAIR BOARD - Review of FY 2007 Building Renewal 

Allocation Plan. 
 
 
 
 
 
 
 
The Chairman reserves the right to set the order of the agenda. 
9/13/06 
 
People with disabilities may request accommodations such as interpreters, alternative formats, or assistance with physical accessibility.  
Requests for accommodations must be made with 72 hours prior notice.  If you require accommodations, please contact the JLBC Office 
at (602) 926-5491. 
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MINUTES OF THE MEETING 
JOINT COMMITTEE ON CAPITAL REVIEW 

 
Thursday, August 24, 2006 

The Chairman called the meeting to order at 9:35 a.m., Thursday, August 28, 2006 in Senate Appropriations 
Room 109 and attendance was as follows: 
 
Members: Senator Burns, Vice-Chairman Representative Boone, Chairman 
 Senator Bee Representative Biggs 
 Senator Cannell Representative Brown 
 Senator Gould Representative Pearce 
 Senator Johnson Representative Tully 
   
Absent: Senator Aboud Representative A. Aguirre 
 Senator L. Aguirre Representative Lopes 
 
Senator Burns moved the Committee approve the minutes of July 27, 2006, as presented.  The motion carried. 
 
ARIZONA STATE UNIVERSITY – Review of Academic Renovations and Deferred Maintenance Phase 
IIA Bond Projects. 
 
Ms. Leah Ruggieri, JLBC Staff, presented the ASU request to review, on behalf of the Arizona Board of Regents, 
the Academic Renovations and Deferred Maintenance Phase IIA to be financed with a revenue bond issuance of 
$10 million.  The 11 projects that comprise Phase IIA will total approximately $9.2 million, leaving $800,000 of 
the bond issuance unallocated.  The projects include updated and growth space for academic programs and new 
faculty members, as well as renovations for vacated space from departments moving to the ASU Downtown 
Phoenix Campus.  
 
Handout 1 lists 6 of the 11 projects.  These projects are specifically to accommodate new hires.  New annual 
research funds brought to the university by the new faculty are estimated to be approximately $2.5 million.  The 
School of Earth and Space Explorations has $350,000 in new annual research funds.  The renovation cost 
associated with this space is approximately $1.5 million, which includes an all plastic lab.  While the cost is high, 
the new annual research funds of $350,000 will contribute $70,000 annual indirect cost, which is roughly 20% of 
the new grant.  This amount represents what will be used to defray the cost of the debt service from the $10 
million bond.  ASU plans to pay off the debt with half coming from tuition collections and the other half from the 
Indirect Cost Recovery Fund. 
 
The Committee has the options of a favorable or unfavorable review as detailed in the memo.  In addition, there 
are standard university provisions listed when debt financing requests come forward.  The last provision is that 
when ASU does develop a plan for the $800,000 unallocated amount, they return to the Committee with a plan 
and provide an update. 
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The Committee also has an option to make a recommendation as to the procurement method that is used for the 
projects.  ASU is proposing to use the Construction Manager at Risk method.  In the past, the Committee has 
shown interest in other procurement methods. 
 
Representative Andy Biggs asked if ASU would have to comply with an alternative Committee recommendation. 
 
Mr. Richard Stavneak, JLBC Director, replied that after Committee review, ASU has the ability to proceed with 
or without taking into consideration the Committee recommendation. 
 
Representative Steve Tully asked what will be done in the all-plastic lab. 
 
Ms. Ruggieri said that it is for highly specialized meteorite research. 
 
Senator Ron Gould referred to the School of Earth and Space Exploration $350,000 grant.  He asked if the 
$70,000 for indirect costs will be used to specifically pay off the renovation of $1.5 million. 
 
Mr. Stavneak stated that all the indirect charges on all the grants across the university are deposited into a pot of 
money, and this pot of money will be used to pay for half of the debt service on these projects.  The $70,000 is not 
directly tied to only paying off the specific $1.5 million renovations. 
 
Senator Gould asked if it would be better to have the accounting numbers to show where each dollar went, rather 
than putting it in a big pot. 
 
Mr. Stavneak acknowledged that it would be good, but ASU would probably have their own perspective. 
 
Senator Gould asked if there was a guarantee that the grants continue. 
 
In response to Senator Gould, Mr. Stavneak said that to the extent that the grant does not continue, the university 
is relying on the larger pot of indirect cost monies to continue to fund the debt service.  The other half is the 
tuition payments being used to pay for debt service.  To the extent tuition is used for debt service, it is not 
available for operating costs, and possibly reduce General Fund costs. 
 
Senator Robert Cannell commented that the state is underfunding the university system to the point that they are 
relying on research to do the job.  If they are not going to be fully funded, their research should not be cutoff. 
 
Mr. Scott Cole, Deputy Executive Vice President for Business and Finance, ASU, said the special laboratory has 
to be completely built out of polymers and plastic because metal in the lab skews the equipment that measures 
micro amounts of magnetism in meteorites.  This researcher is involved in a NASA study that is very sensitive 
and expensive.  Researchers have to generate certain dollars per square foot on an annual basis for each of their 
laboratories.  If they do not meet the amount, there is a 2-year time period within which to secure their grants.  If 
they do not meet this, they are moved out of the space and a researcher that is productive can take over the space. 
 
Representative Biggs noted the Classroom Renovation of 4,800 square feet for $1.2 million seems 
disproportionately high.  He asked what type of renovations are taking place in the classroom. 
 
Mr. Cole replied that the classrooms that were built in the 1950’s will be modernized and upgraded with paint, 
floor and window coverings.  They are also being upgraded with media equipment to run computerized 
equipment.  The HVAC systems and electrical will also be upgraded.   
 
In response to the Indirect Cost questions asked by Senator Gould, Mr. Cole added that the dollar amount shared 
with the $350,000 research fund is $70,000 annually, not a one-time amount.  In general, the terms of the grant 
are usually 4-6 years.  The funding is deposited in the Indirect Cost Fund as was correctly stated by JLBC Staff.  
The fund is allocated to cover debt on any renovations, not a specific researcher. 
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Senator Burns asked how the breakdown of half collected tuition and half Indirect Cost Recovery Fund is derived 
for annual debt service payments.   
 
Mr. Jerry Snyder, Associate Vice President for Finance and Treasurer, ASU, replied that they look at the relative 
mix of cost between research projects versus classroom projects.  They then allocate from the funds they believe 
to be reasonable.  As an example, if they had all research project renovations, they would use solely indirect cost.  
If they had all classroom project renovations, they would use tuition.  This particular project is a combination so 
this is how they derived the 50/50 allocation. 
 
Senator Burns asked if 20% of grants are fixed amounts for indirect cost recovery. 
 
Mr. Cole replied that there is a calculation negotiated with the federal government depending on the department.  
They allow a certain percentage of the indirect costs to come out of any grant.  The 20% is the portion that the 
university gets for indirect cost based upon the funded federal formula. 
 
Senator Burns said building renewal is derived from a formula and is appropriated through the Legislature for 
renovations.  It appears that the indirect cost money is also available for the same purpose. 
 
Mr. Cole said yes.  The university allocates the building renewal appropriation toward the academic components 
on the campus. 
 
Senator Burns said the indirect cost money is not tracked.  He asked how the building renewal formula is 
balanced against a source of money that is not tracked. 
 
Mr. Stavneak stated there may need to be a better reporting mechanism that shows how much the universities are 
spending on renovations from different sources.   
 
Mr. Cole clarified that the building renewal money is allocated for the academic components on campus.  Any 
renovation to research space is funded through the indirect cost fund, not the building renewal.  If there are 
upgrades in a lab, such as HVAC or electrical systems, a proportion may be funded out of building renewal if it is 
available.   
 
Senator Burns asked if there is a distinct line between a laboratory and academic facility. 
 
Mr. Cole replied that the renovations are reported to the Legislature in the Capital Improvement Plan every year.  
The academic and research components are broken down in that report. 
 
Representative Boone said that he encourages the university to approach the qualified select bidder list method.  
The Construction Manager at Risk is not always the best method in proceeding on a construction project.   
 
Mr. Cole replied that the university is not opposed to qualified select bidder list method.  The state procurement 
laws currently do not allow that methodology.  The university was advised by legal counsel to adhere to the state 
procurement code. 
 
Mr. Lorenzo Martinez, JLBC Staff, added that the statutes for the procurement code has language that says the 
universities are exempt from the procurement code provided they adopt policies that are substantially equivalent 
to the procurement code.  A legal opinion would be needed to see if that would give the universities flexibility to 
adopt an alternate method such as the qualified select bidders. 
 
Representative Boone would like to try to add language to statute to make alternate methods available to 
universities and other state agencies. 
 
Senator Burns moved the Committee give a favorable review as recommended by the JLBC Staff to the Academic 
Renovations and Deferred Maintenance Phase IIA bond project, with the following standard university financing 
provisions:  



- 4 - 
 
• ASU shall 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. 

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

• ASU 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. 

• ASU shall submit to the Committee an expenditure plan for the $800,000 unallocated to specific projects in 
Academic Renovations and Deferred Maintenance Phase IIA. 

 
The motion carried. 
 
ARIZONA DEPARTMENT OF TRANSPORTATION – Consider Approval of Surprise Land Purchase. 
 
Mr. Bob Hull, JLBC Staff, presented the Arizona Department of Transportation (ADOT) request for approval of 
the expenditure of $1,779,000 to purchase land for a new Surprise MVD Service Center.  ADOT has a $2.7 
million appropriation for this purpose. 
 
There was no discussion on this item. 
 
Senator Burns moved that the Committee approve, as recommended by the JLBC Staff, the purchase of land for a 
new Surprise MVD Service Center with the provision that the purchase price not exceed the appraised value and 
ADOT report back on the appraised value.  The motion carried. 
 
ARIZONA DEPARTMENT OF ADMINISTRATION – Consider Approval of Rent Exemption for 
Structural Pest Control Commission. 
 
Mr. Tyler Palmer, JLBC Staff, presented the consideration for approval of a rent exemption for the Structural Pest 
Control Commission.  The Arizona Department of Administration (ADOA) is authorized on recommendation 
from the Committee to grant rent exemptions.  The Structural Pest Control Commission would use the $8,800 to 
pay for motor pool vehicle charges and laptops for 2 new FTE Positions authorized during the last Legislative 
session.  The space is currently occupied by the Arizona Medical Board and the Board of Osteopathic Examiners.  
Those 2 boards will continue to occupy the space and will assume the payment of the rent within their existing 
budgets.   
 
There was no discussion on this item. 
 
Senator Burns moved the Committee approve, as recommended by JLBC Staff, a partial rent exemption for 
$8,800 of FY 2007 rent charges for the Structural Pest Control Commission.  The motion carried. 
 
Without objection the Committee meeting adjourned at 10:10 a.m. 
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Respectfully submitted: 
 
 

 
Yvette Medina, Secretary 

 
 
 
 
 

Lorenzo Martinez, Assistant Director 
 
 
 
 
 

Representative Tom Boone, Chairman 
 
 
 
 
 
NOTE:  A full tape recording of this meeting is available at the JLBC Staff Office, 1716 W. Adams. 
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DATE:  September 13, 2006 
 
TO:  Representative Tom Boone, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Bob Hull, Principal Research/Fiscal Analyst 
 
SUBJECT: Arizona Department of Transportation – Review of FY 2007 Construction Budget Operating 

Expenditure Plan 
 
Request 
 
The Arizona Department of Transportation (ADOT) requests approval of full year funding of $103,644,800 for 
their Construction Budget Professional and Outside Services.  To date, the Committee has approved $34.6 
million, but wanted more information on the Auditor General report. 
 
The Auditor General performance audit found that, 1) ADOT should optimize internal resources to reduce 
consultant usage, 2) improve implementation and documentation of the inspection process, and 3) improve its 
audits of design and construction contracts.  ADOT agrees with the performance audit findings and with 
implementing the audit recommendations. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of ADOT’s $103,644,800 
Professional and Outside Services expenditure plan for FY 2007.  The JLBC Staff has recommended a 
favorable review as the consultants’ budget remains in line with previous years.  It remains difficult, however, 
to measure the efficiency of these expenditures.  The “traffic congestion” measures have been useful in 
identifying the targets for future improvements. 
 
While ADOT agrees to the findings, it will be difficult to measure their success as there are no targets for 
reducing consultants, or the Auditor’s other recommendations.  While reducing consultants may require filling 
more in-house staff vacancies, it is not clear how much pay parity would cost and whether it can be 
accomplished.  If the Committee is interested in getting more ADOT input on the Auditor’s finding it could 
recommend that the department report to the Committee by October 20, 2006 on the following items: 
1. ADOT’s current and proposed dollar amount for engineering pay plan salaries, and how it might affect 

vacancies. 
2. ADOT’s target for reduced consultant use. 
3. ADOT’s targets for meeting the Auditor General’s second and third recommendations concerning 

improved documentation of inspections and auditing of its contracts. 
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(Continued) 

Alternatively, as part of the sunset review process, the Committee could defer this issue to the Transportation 
Committees.  The Committee of reference will not meet until fall 2007. 
 
Analysis 
 
At the July 27, 2006 meeting, the Committee favorably reviewed the use of an additional $17.3 million for 
Professional and Outside (P&O) Services expenditures.  Combined with the $17.3 million reviewed at the June 
meeting, the department has received a favorable review for a total of $34.6 million for P&O Services through 
the end of October.  The Committee intended to review the full year expenditure plan of $103.6 million after it 
had had time to review the Auditor General report on Construction Management.  The attached memo, dated 
July 17, 2006, from the July Committee meeting provides the analysis of ADOT’s FY 2007 highway 
construction budget expenditure plan for P&O Services, which still applies.  The following is a summary of 
the Auditor General’s recommendations and ADOT’s response. 
 
Auditor General’s first finding:  The Auditor General noted that ADOT should optimize internal 
resources to reduce consultant usage. 
 
ADOT’s 5-year construction program has more than doubled in the past 10 years, from $1.9 billion to $5.1 
billion, while payments to consultants increased 424% after adjusting for inflation, from $17 million in FY 
1996 to $110 million in FY 2005.  ADOT states that it uses consultants when the workload precludes using in-
house staff or when special expertise is required.  They believe that it is necessary to use consultants in the 
absence of adjustments to the salary structure. 
 
ADOT reports that below market salary levels make recruitment and retention of in-house staff difficult, and 
that their engineering salaries were 13% to 26% lower than comparable private and public positions in the 
Phoenix area in November 2005.  ADOT had 79 vacancies out of 286 engineering positions (27.6)% as of 
February 2006.  ADOT has made counter-offers to retain some employees with higher-salary job offers, and 
has used an Engineer in Training program to attract new hires. 
 
The Auditor General recommends that ADOT should fill vacant staff positions, continue developing strategies 
to recruit and retain staff, identify which ongoing work is more cost effective to do in-house, develop Division-
wide criteria for when to use a consultant, and develop methods to track, monitor and evaluate consultant 
usage. 

 
ADOT agrees with the finding and plans to implement the recommendation.  ADOT states that they concur 
with the report’s emphasis on optimizing the use of internal resources to reduce consultant usage, but opines 
that the current salary structure has made it difficult to hire and retain staff in engineering and technical 
positions.  ADOT acknowledges that it is probably unreasonable to try to compete directly with the private 
sector on salary.  ADOT states that they will continue to try to fill vacancies, and develop recruitment and 
retainment strategies. 
 
However, it will be difficult to assess ADOT’s progress in completing corrective actions, due to an absence of 
specific corrective actions and target dates for accomplishing them.  ADOT has indicated their desire for 
continuing engineering pay plan salary increases to reduce turnover, but provides no specific information 
regarding the cost of pay parity and whether it can be accomplished. 
 
For perspective on ADOT’s engineering pay plan, ADOT began the plan without receiving a separate 
appropriation in FY 2001 to reduce turnover in their engineering and technical positions, which was 12.6% in 
CY 1999.  ADOT gave everyone in the engineering pay plan a 5% salary increase in FY 2001, in addition to 
the regular state employee pay raise.  In both FY 2002 and FY 2006, ADOT was appropriated monies for a 5% 
salary increase for engineering pay plan participants, in lieu of the regular state employee pay raise in FY 2002 
and in addition to the regular state employee pay raise in FY 2006.  In other years, engineering pay plan 
participants received the same salary adjustments as regular state employees.  Although ADOT remains 
concerned about engineering pay plan turnover, it has been and remains significantly less than for other 
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(Continued) 

uncovered state service positions, as shown in the following table.  Turnover for engineering pay plan 
positions was 8.2% in FY 2005, compared with 20.3% for all uncovered state service positions. 
 

Selected State Employee Turnover 
 State Service 2/ ADOT Engineering and 

Technical Positions 1/   Uncovered Covered 
CY 97 6.6%  CY 97 22.6% 14.7% 
CY 98 11.2%  CY 98 12.8% 14.3% 
CY 99 12.6%  CY 99 15.6% 15.9% 
CY 00 11.7%  FY 00 15.9% 16.5% 
CY 01 7.5%  FY 01 14.4% 15.2% 
CY 02 6.7%  FY 02 9.9% 12.7% 
FY 03 8.3%  FY 03 16.5% 15.4% 
FY 04 8.7%  FY 04 18.5% 14.9% 
FY 05 8.2%  FY 05 20.3% 17.6% 
____________ 
1/ Reported by ADOT in FY 2007 Budget Request.  
2/ ADOA Human Resources System 2004 and 2005 Annual Reports. 

 
Auditor General’s second finding:  The Auditor General noted that ADOT should improve 
implementation and documentation of the inspection process. 
 
ADOT’s highway construction inspectors had incomplete documentation of their inspection results.  For 
example, 43 of 47 inspectors’ diaries did not show whether the work met specifications, and 27 of 47 
inspectors did not fill out any of the required checklists.  Inspection standards are not consistently applied.  
Field inspectors found that work met specifications 66% of the time, while ADOT’s independent quality 
assurance inspectors found that work met specifications only 35% of the time.  Follow-up on important 
deficiencies is lacking.  ADOT has no follow-up procedures for major deficiencies identified by independent 
quality assurance inspectors. 

 
ADOT agrees with the finding and plans to implement the recommendation.  ADOT states that they will 
improve their management procedures, and inspector training regarding checklist scoring and how to properly 
document daily diaries.  ADOT will correlate the checklist scoring of their field inspectors and independent 
quality assurance inspectors to ensure that there is consistency, and will formalize the process of documenting 
checklist revision procedures.  ADOT issued an updated Construction Bulletin concerning construction 
checklist compliance, dated August 1, 2006. 

 
It will be difficult to assess ADOT’s progress in meeting their other corrective actions, since their only target 
date was August 1, 2006 for issuing the Construction Bulletin. 
 
Auditor General’s third finding:  The Auditor General noted that ADOT should improve its audits of 
design and construction contracts. 
 
ADOT’s Office of Audit and Analysis (Office) does not conduct the number of audits required by its own 
policies, due to long-term vacancies and inadequate workload planning and management.  The Office had 7 of 
16 positions vacant in the unit responsible for consultant and construction audits in December 2005.  The 
Office has not complied with its policy to develop an annual audit plan or select construction progress audits 
based on a department-wide audit risk assessment.  The Auditor General recommends that ADOT should 
continue its efforts to fill vacant positions, implement performance measures, audit the highest-risk projects, 
replace its database system with a system that can track and schedule workload and measure production, 
produce an annual audit work plan, and revise its audit manual.  
 
ADOT agrees with the finding and plans to implement the recommendation.  ADOT states that they hired a 
new chief auditor in January 2006, the Office is staffed at 92%, and they are trying to fill the 2 remaining 
vacant positions.  ADOT has prioritized audits based on risk and incorporated them into the draft 2007 audit 
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plan, which they will periodically review and modify.  ADOT states that they are developing performance 
measures, implementing a new audit management system, and will explore using certified public accountants 
to expedite completing required audits. 
 
Again, it will be difficult to assess ADOT’s progress in meeting their unfinished corrective actions, since they 
give no target dates for those actions. 
 
 
RS/BH:ym 
Attachment 
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DATE:  September 13, 2006 
 
TO:  Representative Tom Boone, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Bob Hull, Principal Research/Fiscal Analyst 
 
SUBJECT: Arizona Department of Transportation – Report on 5-Year Transportation Plan 

 
Request 
 
In compliance with a Committee request, the Arizona Department of Transportation (ADOT) has 
submitted an Executive Summary of their 5-Year Transportation Facilities Construction Program for FY 
2007-FY 2011. 
 
Summary 
 
The entire 5-Year Plan costs $5.8 billion.  Of this amount, $3.1 billion will be spent on 33 major projects 
above $25 million (see Table 8).  During the 5 years, the annual spending level ranges between $1.3 
billion and $1.6 billion.  During the 5 years, the amount of outstanding Highway User Revenue Fund 
(HURF) bonds ranges between $1.5 billion and $1.8 billion.  Laws 2006, Chapter 284, removed the $1.3 
billion HURF bond statutory limit. 
 
The 5-year highway program does not include the $307 million from the FY 2007 budget to accelerate 
certain highway projects.  The Committee has already requested that ADOT report back on this spending 
plan by December 15, 2006. 
 
ADOT has reported that the plan addresses all of the 20 “over capacity” highway segments. 
 
Recommendation 
 
This item is for information only and no Committee action is required.  As described below, however, the 
JLBC Staff has recommendations for enhancing future Committee reviews.   
 
Since the full Legislature neither appropriates the entire funding of the 5-year plan nor approves the 
individual projects, the Committee has traditionally requested information on the plan to ensure some 
legislative oversight.  Over the years, the Committee has requested that ADOT include an executive 
summary of the plan and a progress report on congestion performance measures. 
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(Continued) 

After reviewing this year’s plan, the JLBC Staff believes that further improvements in the report would be 
useful.  The summary of the plan’s long term revenue and expenditures is presented in current year 
dollars and does not reflect actual cash flow.  Since inflation can be considerable over a 5-year period of 
time, this approach can understate the true value of the plan.  As a result, the JLBC Staff recommends 
obtaining added information on the plan’s actual cash flow.  
 
With the removal of the HURF bond statutory cap, it would also be useful for ADOT’s annual report to 
include information on HURF bond coverage level and debt ratio. 
 
In terms of specific suggestions, the JLBC Staff recommends that the Committee request the following:   
 
ADOT provide an Executive Summary of its 5-Year Transportation Facilities Construction Program for 
FY 2008-FY 2012, due by July 31, 2007.  The Executive Summary should include the information in 
Tables 1-9, plus: 
 
• A narrative explanation of the changes in revenues and expenditures between the FY 2007-FY 2011 

and FY 2008-FY 2012 plans. 
 
• A narrative description of major projects added and removed since the FY 2007-2011 plan, along 

with the current status and completion dates for removed projects. 
 
• Separate the listing of 3 revenue dollar amounts for bonds, notes, and HELP loans.  In addition, debt 

service payments should be listed separately and not deducted from revenue. 
 

• A table that crosswalks next year’s obligation basis 5-year highway program revenues to ADOT’s 
cash flow projections, along with an explanation of the reasons for differences. 
 

• A comparison of ADOT’s bonding level to the statutory HURF Bond coverage requirement and the 
bond agencies’ rating standard. 

 
Analysis 
 
Expenditures 
The 5-Year Transportation Facilities Construction Program for FY 2007-FY 2011 includes a 5-year total 
of $5.8 billion for the highway program and $0.7 billion for the aviation program.  The 5-year program 
shows estimated expenditures on an obligation basis in the fiscal year that the project begins.  
Expenditures do not represent cash flow, since projects typically take multiple years to complete.  
Expenditures exclude debt service, which is netted out of revenue. 
 
Table 1 compares the estimated expenditures for this year’s 5-year highway program to last year’s 
program.  The overall 5-year highway program increases from $5.12 billion to $5.84 billion, $722 million, 
or 14.1%.  This includes the following increases: 
 
• The statewide highway program grows from $2.32 billion to $2.60 billion, an increase of $279 million, 

or 18%. 
 
• The MAG freeway system increases from $2.8 billion to $3.24 billion, $443 million, or 15.8%. 
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Table 1 
ADOT's 5-Year Highway Program Estimated Expenditures 

 
 FY's 2006 - 2010 FY's 2007 - 2011 
Statewide Program  
Preservation $   756,000,000 $   892,000,000 
Improvements 1,202,000,000 1,325,000,000 
Management      359,000,000      379,000,000 
 Total Statewide Program $2,317,000,000 $2,596,000,000 
   
MAG Freeway System $2,800,000,000 $3,243,000,000 
 Total $5,117,000,000 $5,839,000,000 

 
Table 8 lists the estimated expenditures by fiscal year for 33 major highway projects (those over $25 
million), which total $3.1 billion of estimated expenditures in this year’s 5-year highway program.  Table 9 
compares the 33 major highway projects costing $3.1 billion in this year’s 5-year highway program to the 
28 major highway projects costing $2.6 billion in last year’s program.  Six projects are listed as major 
highway projects in last year’s program but not in this year’s program, as shown in Table 2.  These 
projects may not yet be completed, since projects typically take multiple years to complete.  Also, some of 
last year’s major projects may still be in this year’s 5-year program, but with expenditures below the $25 
million major project level. 
 

Table 2 

Major Highway Projects (Over $25,000,000) Removed This Year 

 Status 1/ 
East Valley 
Red Mountain Freeway – L202, University to Southern 
Red Mountain Freeway – Power Rd to University Drive 
Red Mountain Freeway – Red Mountain Corridor ROW 
Santan Freeway – Santan Corridor ROW 
US 60 – Gilbert to Power Rd, HOV/SOV 
 
Tucson 
Tucson I-10 – Prince Rd to 25th Ave, widen 
____________ 
1/ JLBC Staff has asked ADOT for the current status of these projects. 

 
ROW – Right of Way     HOV – High Occupancy Vehicle Lane     SOV – Single Occupancy Vehicle 

 
There are 11 new major projects totaling $598.3 million in this year’s 5-year program, as shown in 
Table 3.  The 11 new major projects include 2 new major projects each in the North Valley ($70 million), 
West Valley ($143.8 million), East Valley ($168 million) and Tucson ($76.2 million), and 3 in the balance 
of the state ($140.3 million). 
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Table 3 

New Major Highway Projects (Over $25,000,000) 
 FY's 2007 - 2011 

North Valley  
I-17 – Jomax/Dixileta Interchanges $40,000,000 
L303 (Estrella) – Happy Valley Rd to I-17, interchange 30,000,000 
  
West Valley  
I-10 – Sarival Rd to Dysart Rd, widen & HOV 90,020,000 
I-10 – Dysart Rd to L101 (Agua Fria), widen & HOV 53,805,000 
  
East Valley  
I-10 – SR 51 to 40th St, collector distributor road 140,000,000 
L101 (Pima) – Tatum Blvd to Princess Dr, HOV 28,000,000 
  
Tucson  
Tucson I-10 – Ina Rd, interchange 38,164,000 
Tucson I-19 – Valencia Rd to Ajo Way, widen 38,000,000 
  
Balance of State  
Safford US 191 – MP 151 to Threeway, widen 33,146,000 
Kingman US 93 – Hoover Dam to MP 17, widen 80,000,000 
Prescott SR 260 – Little Green Valley, widen 27,125,000 

 
SR – State Route     HOV – High Occupancy Vehicle Lane

 
Revenues 
Table 4 compares ADOT’s estimated revenues for this year’s 5-year highway program to last year’s 
program.  ADOT shows the 5-year highway program revenues in current fiscal year dollars, and therefore 
does not show the actual funds collected over that time period.  In addition, debt service payments are 
deducted from revenue and are not displayed as expenditures. 
 
For these reasons, the 5-year highway program revenues do not match ADOT’s estimated cash flow 
revenue tables (See Attachment A), which are neither discounted to current fiscal year dollars nor net of 
debt service.  This disconnect causes confusion when trying to compare ADOT’s 5-year program 
obligation basis revenue to their cash flow revenue tables. 
 
The main reasons for changes in revenues between the FY 2006-2010 and FY 2007-2011 plans are as 
follows: 
 
• State Highway Fund decreases from $1.05 billion to $769 million.  It is unclear how this relates to 

ADOT’s cash flow tables.  ADOT reports that the $(283) million decrease, or (27%), is due to 
operating budget (including pay plan) increases in FY 2007 which are annualized over the next 5 
years, and debt service increases for higher levels of HURF bonding due to lifting the HURF bonding 
cap.  These spending increases decrease the monies remaining to fund highway construction by a like 
amount.  The 2 items would appear to account for a reduction in monies available for highway 
construction of about $(376) million over 5 years on a cash flow basis.  The $(376) million reduction, 
would include reductions of $(114) million due to increases in ADOT’s State Highway Fund operating 
budget, and $(262) million due to HURF bond debt service increasing from $632 million to $894 
million on a cash flow basis.  ADOT reports that these two factors were somewhat offset by higher 
estimated revenues, and lower DPS funding. 

 
In addition to the above factors, 5-year program revenues also differ from the cash flow dollar amounts 
because they are net of HURF bond debt service and are discounted to current year dollar values.  
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JLBC Staff has asked ADOT for more information on how they convert their cash flow revenue 
numbers to the revenues shown in the 5-year program.   

 
ADOT projects that total Highway User Revenue Fund (HURF) revenues will increase from $1.4 
billion in FY 2007 to $1.66 billion in FY 2011, or a 19% increase.  It is unclear how a 19% increase in 
HURF revenue over the 5 years translates to the State Highway Fund revenue amount in the 5-year 
plan after all of the above adjustments. 
 

• MRARF decreases from $569 million to $460 million.  ADOT reports that the $(109) million 
decrease, or (19%), is due to debt service increases for higher levels of MRARF bonding in order to 
maximize funding from the Maricopa ½ cent sales tax.  In addition, 5-year program revenues are also 
net of MRARF bond debt service and are discounted to current year dollar values.  It is unclear how 
this relates to ADOT’s cash flow tables, which show MRARF bond debt service decreasing from 
$336.2 million to $332.5 million, a decrease of $(3.7) million. 

 
• Federal Funds increases from $1.94 billion to $2.16 billion.  ADOT reports that the $220 million 

increase, or 11.3%, is based on updated estimates.  The Safe, Accountable, Flexible, Efficient 
Transportation Equity Act:  A Legacy for Users (SAFETEA-LU), the federal transportation program, 
is authorized through FY 2009.  ADOT estimates that federal funds would continue in FY 2010 at the 
FY 2009 level, and increase by 4% in FY 2011, based on past experience with federal continuing 
resolutions and program reauthorization levels.  In addition, 5-year program revenues are also net of 
Grant Anticipation Note debt service and are discounted to current year dollar values.  It is unclear 
how this relates to ADOT’s cash flow tables, which show federal funds actually decreasing from $2.54 
billion to $2.42 billion, or $(120) million. 

 
• Proceeds from bonds, notes, & HELP loans increase from $1.55 billion to $2.45 billion.  ADOT 

reports that the $894 million increase, or 58%, is due to increased HURF and MRARF bonding.  In 
addition, 5-year program revenues are also discounted to current year dollar values.  It is unclear how 
this relates to ADOT’s cash flow tables, which show HURF and MRARF bond proceeds increasing 
from $1.36 billion to $2.32 billion, an increase of $962 million, or 70.6%. 

 
Table 4 

ADOT's 5-Year Highway Program Estimated Revenues 1/ 
 

 FY's 2006 - 2010 FY's 2007 - 2011 
State Highway Fund 2/ $1,052,000,000 $769,000,000 
Maricopa Regional Area Road Fund 3/ 569,000,000 460,000,000 
Federal Funds 4/ 1,943,000,000 2,163,000,000 
Bonds, Notes, & HELP Loans 5/ 1,553,000,000 2,447,000,000 
 Total $5,117,000,000 $5,839,000,000 

____________ 
1/ Estimated revenues are in current fiscal year dollars and net of debt service. 
2/ Net of HURF bonds debt service. 
3/ Net of MRARF bonds debt service. 
4/ Net of Grant Anticipation Notes debt service. 
5/ Proceeds from bonds, Grant Anticipation Notes, and Highway Expansion and Extension Loan Program Loans. 
 

 
Statewide Transportation Acceleration Needs (STAN) Account 
 
In addition to the $5.8 billion 5-year highway program, the General Appropriation Act includes a total of 
$307 million for the STAN Account of the State Highway Fund, including $245 million from the General 
Fund and $62 million from the State Highway Fund.  This amount is not reflected in the above estimates.  
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ADOT cannot estimate the impact of the $307 million on the department’s highway construction program 
until they determine which projects will be accelerated and when.  The Committee adopted a motion at its 
July 27, 2006 meeting that ADOT report back on spending plans for STAN Account monies by 
December 15, 2006. 
 
Bonding 
 
Highlights of ADOT’s bonding plans include the following. 
 

1) HURF bonds outstanding begin at $1.48 billion in FY 2007 and increase to approximately $1.76 
billion in FY 2011.  Laws 2006, Chapter 284, removed the $1.3 billion HURF bond statutory limit.  
By statute, ADOT’s annual revenue which is available to pay debt service on HURF bonds must 
be more than 3 times the HURF bonds’ annual debt service over the life of the bonds.  It appears 
from ADOT’s cash flow tables that $697 million of HURF revenue is available to pay $144.9 
million of HURF bond debt service in FY 2007, for a debt service ratio of 4.8 in FY 2007.  ADOT 
has been asked for a confirmation of this calculation. 

 
JLBC Staff has asked ADOT what standard bond rating agencies use to evaluate ADOT's level of 
HURF bond debt, and how ADOT compares, both currently and in this year’s 5-year highway 
program, to both the statutory coverage requirement and the bond agencies’ rating standard. 

 
2) Maricopa Regional Area Road Fund (MRARF) Bonds outstanding increase from $386 million in 

FY 2007 to $1.31 billion in FY 2011, due to large MRARF bond issues and small repayments in 
the early years of the second 20-year Maricopa freeway program. 

 
3) Grant Anticipation Notes (GANS) outstanding begin at $283 million in FY 2007 and increase to 

$315 million in FY 2008 before decreasing to $246 million in FY 2011.  GANS are monies 
borrowed by ADOT, which are repaid from future federal funds. 

 
4) State Transportation Board Funding Obligations (BFO’s) outstanding remain constant at $200 

million from FY 2007 through FY 2011.  BFO’s are loans totaling $200 million from the General 
Fund operating balance to the department, as authorized by statute.  The $200 million includes $60 
million to the State Highway Fund and $140 million to the Highway Expansion and Extension 
Loan Program (HELP) Fund.  ADOT is due to retire the current $200 million of BFO’s with a 
$266.3 million debt service payment to the General Fund in FY 2008, including about $79.9 
million from the State Highway Fund and $186.4 million from the HELP Fund.  The $266.3 
million debt service payment includes $200 million of principal and $66.3 million of interest to the 
General fund.  ADOT plans to re-borrow the $200 million of BFO’s in FY 2008 from the General 
Fund to continue funding the 5-Year Program. 

 
5) HELP Fund loans outstanding decrease from $121 million in FY 2007 to $0 in FY 2011, since 

ADOT does not try to project which future projects might be accelerated through the use of HELP 
loans.  The HELP Fund is a state infrastructure bank which was capitalized with federal funds, 
State Highway Fund monies, and $140 million of BFO’s.  The HELP Fund provides loans to 
political subdivisions, Indian tribes and state agencies for eligible transportation projects.  HELP 
Fund loans are repaid from future programmed funds for those projects. 

 
ADOT's overall estimated debt/revenue ratio, which combines HURF bonds, MRARF bonds, GANS and 
BFO’s, increases from 1.6 (or $2.35 billion of debt divided by $1.50 billion of revenue) in FY 2007 to 2.0 
(or $3.51 billion of debt divided by $1.75 billion of revenue) in FY 2011.  The overall debt/revenue ratio 
indicates changes in ADOT’s overall level of debt to the revenues available to pay the debt.  The overall 
debt/revenue ratio is different than the statutory debt service coverage requirement for HURF bonds.  



- 7 - 
 

(Continued) 

MRARF bonds are limited by the revenue generated by the ½ cent sales tax.  GANS are limited by future 
federal funds.  BFO’s are statutorily capped at $200 million. 
 
Congestion Performance Measures 
 
ADOT reported on their traffic congestion performance measures, which describe how ADOT’s 5-year 
plan addresses some of the state’s most crowded roadways, at the July 27, 2006 Committee meeting.  The 
Committee adopted the highway congestion performance measures, shown in the following table, with the 
stipulation that ADOT report on these performance measures as part of next year’s Committee review of 
ADOT’s construction budget for Professional and Outside Services. 
 
ADOT lists 20 “over capacity” highway segments, including 13 in the Phoenix area, 4 in the Tucson area, 
and 3 in the balance of the state.  (See Attachments B, C and D for maps of the Phoenix area, Tucson 
area, and balance of the state showing highway segments listed in the congestion performance measures.)  
All of the 20 “over capacity” highway segments have some action in the 5-Year Plan, which was 
approved by the State Transportation Board on June 23, 2006.  ADOT’s definition of “over capacity” 
highway segments includes those segments that are “over capacity” for 3 hours during either the morning 
or afternoon commute for the Phoenix and Tucson areas.  The Phoenix area maps in Attachment B show 
the duration of congestion for the morning or afternoon commute in 1-hour intervals for various highway 
segments.  The maps show varying lengths of congested highway segments on most Phoenix area 
freeways, with heavier congestion during the afternoon commute than the morning.  ADOT reports that 
more detailed “over capacity” information is not available for the Tucson area.
 

Table 5 
 
PHOENIX AREA 

FY 2004 
Actual 

FY 2005 
Actual 

FY 2007 
Estimate 

• Percent of state highway system with traffic volume over 100% of capacity 
during 3 hours of the morning or afternoon commute in Phoenix Metro area 

14 14 14 

 
Phoenix Metro Area Highway Segments Over 100% of Capacity During Peak Driving Periods 

Action in 
5-Year Plan 

 
Route 

 
Segment 

 
ADOT Action 

Yes I-10 Agua Fria - I-17 General purpose lanes; completion FY 12 
Yes I-10 Baseline Rd - 40th St Collector distributor roads; completion FY 14 
Yes I-10 Sarival Rd - Agua Fria HOV/general purpose lanes; completion FY 11 
Yes Loop 101 Red Mtn (L202) - Baseline HOV lanes; completion FY 10 
Yes Loop 101 Baseline - Santan (L202) HOV lanes; completion FY 12 
Yes I-17 Carefree Hwy - Loop 101 HOV/general purpose lanes; completion FY 09 
Yes US 60 

(Grand Ave) 
Loop 303 - Loop 101 General purpose lanes; completion FY 11 

Yes US 60 
(Superstition) 

I-10 - Loop 101 General purpose lanes; completion FY 11 

Yes US 60 
(Superstition) 

Val Vista Dr - Ellsworth Rd HOV/general purpose lanes; completion FY 08 

Yes SR 51 Loop 101 - Shea Blvd HOV/ramp; completion FY 09 
Yes Loop 101 Princess Dr - Red Mtn (L202) HOV lanes; completion FY 09 
Yes Loop 202 Rural Rd - Pima (L101) General purpose lanes; completion FY 11 
Yes Loop 202 Pima (L101) - Gilbert Rd General purpose lanes; completion FY 11 

Completed Projects 
 US 60 

(Grand Ave) 
I-10 - Loop 101 8 traffic interchanges; completed FY 06 
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Table 6 
 
TUCSON AREA 

FY 2004 
Actual 

FY 2005 
Actual 

FY 2007 
Estimate 

• Percent of state highway system with traffic volume over 100% of capacity 
during 3 hours of the morning or afternoon commute in Tucson Metro area 

10 10 10 

 
Tucson Metro Area Highway Segments Over 100% of Capacity During Peak Driving Periods 

Action in  
5-Year Plan 

 
Route 

 
Segment 

 
ADOT Action 

Yes I-10 Prince Rd - 29th Ave Widening project; completion FY 09 
Yes I-10 Ruthruaff Rd - Prince Rd Widening from 6 to 8 lanes; completion FY 11 
Yes I-10 Cortaro Traffic Interchange Reconstruct interchange; design FY 08; completion FY 13 
Yes Oracle Rd Calle Concordia - Tangerine Widening from 4 to 6 lanes; completion FY 08 

Completed Projects 
 Oracle Rd Ina Rd - River Rd Add shoulders; completed FY 06 

 
Table 7 
 
BALANCE OF STATE 

FY 2004 
Actual 

FY 2005 
Actual 

FY 2007 
Estimate 

• Percent of state highway system with traffic volume over 100% of capacity 
in balance of state 

1 1 1 

 
State Highway Segments Over 100% of Capacity in Balance of State 

Action in 
5-Year Plan 

 
Route 

 
Segment 

 
ADOT Action 

Yes SR 195 Yuma Area Service Highway (MP 0 - 26) Design area service highway; completion FY 10 
Yes US 93 Hoover Dam Bypass (MP 1.7 - 16.1) Widen bridge approach from 2 to 4 lanes; 

completion FY 08 
Yes SR 179 I-17 - Sedona (MP 304.5 - 313.4) Needs study; completion FY 09 

MP - Mile post.  SA – Alternate route.   SR - State route.  SB - Business route. 
 

 
Aviation 
 
ADOT’s Executive Summary also includes their 5-Year Aviation Program for FY 2007-FY 2011 which 
totals $716.9 million, including revenues of $589 million from federal grants, $96.1 million from the state, 
and $31.8 million from local governments.  Last year’s 5-Year Aviation Program totaled $664.7 million, 
including revenues of $551 million from federal grants, $79.3 million from the state, and $34.4 million 
from local governments.  The aviation program provides for planning, construction, development, and 
improvement of state, county, city, and town airports. 
 
RS/BH:ym 
Attachments 
 



 

 

 
MAJOR PROJECTS (Over $25,000,000) 

 
Table 9 
Projects FY's 2006 - 2010 FY's 2007 - 2011 
Red Mountain Freeway – L202, University to Southern $  58,418,000 
Red Mountain Freeway – Power Rd to University Drive 153,040,000 
Red Mountain Freeway – Red Mountain Corridor ROW 38,338,000 
L202 (Red Mountain) – I-10/SR 51 Interchange to L101 eastbound, widen 63,300,000 $  64,800,000
L202 (Red Mountain) – SR 101L to Gilbert Rd, HOV 38,100,000 31,500,000
Santan Freeway – Santan Corridor ROW 33,412,000 
I-17 – L101 to Carefree Highway, widen & HOV 170,370,000 194,400,000
I-17 – Jomax/Dixileta Interchanges  40,000,000
SR 51 – Shea Blvd to L101, HOV 50,900,000 61,400,000
US 60 – Gilbert to Power Rd, HOV/SOV 89,400,000 
US 60 – L303 (Estrella) to 99th Ave, widen 25,320,000 25,900,000
US 60 – L101 (Agua Fria) to McDowell Rd, widen 28,540,000 29,865,000
I-10 – L101 (Agua Fria) to I-17, widen 71,740,000 71,740,000
I-10 – 40th St to Baseline, collector distributor road 394,500,000 394,250,000
I-10 – SR 51 to 40th St, collector distributor road  140,000,000
I-10 – SR 202L (Santan) to Riggs Rd, widen 44,310,000 44,310,000
I-10 – Sarival Rd to Dysart Rd, widen & HOV  90,020,000
I-10 – Dysart Rd to L101 (Agua Fria), widen & HOV  53,805,000
L101 (Pima) – Princess Dr to L202, HOV 81,000,000 65,000,000
L101 (Pima) – Tatum Blvd to Princess Dr, HOV  28,000,000
L101 (Price) – Baseline to L202, HOV 60,100,000 32,500,000
L202 – South Mountain Freeway 370,000,000 639,300,000
L303 (Estrella) – Happy Valley Rd to I-17, interim roadway 250,000,000 210,000,000
L303 (Estrella) – I-10 to US 60 (Grand Ave), new freeway 50,000,000 195,000,000
L303 (Estrella) – Happy Valley Rd to I-17, interchange  30,000,000
Safford US 191 – MP 151 to Threeway, widen  33,146,000
Tucson I-10 – Twin Peaks, traffic interchange 28,000,000 28,000,000
Tucson I-10 – Prince Rd to 25th Ave, widen 124,413,000 
Tucson I-10 – Ruthrauff Rd to Prince Rd, widen 36,250,000 53,000,000
Tucson I-10 – Ina Rd, interchange  38,164,000
Tucson I-19 – Valencia Rd to Ajo Way, widen  38,000,000
Globe US 60 – Florence Junction to Queen Creek, widen 39,000,000 60,000,000
Kingman US 93 – Hoover Dam to MP 17, widen  80,000,000
SR 85 – Gila Bend, widen projects 122,953,000 160,747,000
SR 93 – Wickenburg By-Pass 26,550,000 29,000,000
Flagstaff SR 179 – N Forest Boundary to Sedona, roundabouts & straighten 45,776,000 30,200,000
Yuma SR 195 – Yuma Service Highway/Goldwater Range, reliever road 69,545,000 77,911,000
Prescott SR 260 – Doubtful Canyon Section, widen 33,830,000 42,155,000
Prescott SR 260 – Little Green Valley, widen  27,125,000

ROW – Right of Way     SR – State Route     HOV – High Occupancy Vehicle Lane     SOV – Single Occupancy Vehicle 

 



 

 
MAJOR PROJECTS (Over $25,000,000) 

 
Table 8 

Projects FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 Total
L202 (Red Mountain) – I-10/SR 51 Interchange to L101 eastbound, widen $4,800,000  $60,000,000 $64,800,000
L202 (Red Mountain) – SR 101L to Gilbert Rd, HOV 2,500,000 29,000,000 31,500,000
I-17 – L101 to Carefree Highway, widen & HOV $189,800,000 720,000 3,000,000 $880,000 194,400,000
I-17 – Jomax/Dixileta Interchanges 40,000,000 40,000,000
SR 51 – Shea Blvd to L101, HOV 61,400,000 61,400,000
US 60 – L303 (Estrella) to 99th Ave, widen 1,900,000 24,000,000 25,900,000
US 60 – L101 (Agua Fria) to McDowell Rd, widen 2,700,000 $27,165,000 29,865,000
I-10 – L101 (Agua Fria) to I-17, widen 3,740,000 68,000,000 71,740,000
I-10 – 40th St to Baseline, collector distributor road 10,775,000 24,125,000 59,350,000 130,000,000 170,000,000 394,250,000
I-10 – SR 51 to 40th St, collector distributor road 20,000,000 120,000,000 140,000,000
I-10 – SR 202L (Santan) to Riggs Rd, widen 2,310,000 42,000,000 44,310,000
I-10 – Sarival Rd to Dysart Rd, widen & HOV 2,800,000 51,900,000 35,000,000 320,000 90,020,000
I-10 – Dysart Rd to L101 (Agua Fria), widen & HOV 2,805,000 51,000,000 53,805,000
L101 (Pima) – Princess Dr to L202, HOV 65,000,000 65,000,000
L101 (Pima) – Tatum Blvd to Princess Dr, HOV 2,000,000 26,000,000 28,000,000
L101 (Price) – Baseline to L202, HOV 2,500,000 30,000,000 32,500,000
L202 – South Mountain Freeway 6,300,000 40,000,000 113,000,000 210,000,000 270,000,000 639,300,000
L303 (Estrella) – Happy Valley Rd to I-17, interim roadway 40,000,000 70,000,000 100,000,000 210,000,000
L303 (Estrella) – I-10 to US 60 (Grand Ave), new freeway 15,000,000 10,000,000 10,000,000 10,000,000 150,000,000 195,000,000
L303 (Estrella) – Happy Valley Rd to I-17, interchange 30,000,000 30,000,000
Safford US 191 – MP 151 to Threeway, widen 33,146,000 33,146,000
Tucson I-10 – Twin Peaks, traffic interchange 28,000,000 28,000,000
Tucson I-10 – Ruthrauff Rd to Prince Rd, widen 21,000,000 14,000,000 18,000,000 53,000,000
Tucson I-10 – Ina Rd, interchange 3,000,000  17,764,000 17,400,000 38,164,000
Tucson I-19 – Valencia Rd to Ajo Way, widen 9,000,000 29,000,000 38,000,000
Globe US 60 – Florence Junction to Queen Creek, widen 60,000,000  60,000,000
Kingman US 93 – Hoover Dam to MP 17, widen 40,000,000  40,000,000 80,000,000
SR 85 – Gila Bend, widen projects 52,047,000 31,100,000 37,600,000 40,000,000 160,747,000
SR 93 – Wickenburg By-Pass  29,000,000 29,000,000
Flagstaff SR 179 – N Forest Boundary to Sedona, roundabouts & straighten 30,200,000 30,200,000
Yuma SR 195 – Yuma Service Highway/Goldwater Range, reliever road 52,911,000 25,000,000 77,911,000
Prescott SR 260 – Doubtful Canyon Section, widen 42,155,000 42,155,000
Prescott SR 260 – Little Green Valley, widen 27,125,000 27,125,000

ROW – Right of Way     SR – State Route     HOV – High Occupancy Vehicle Lane     SOV – Single Occupancy Vehicle
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DATE:  September 12, 2006 
 
TO:  Representative Tom Boone, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Ruggieri, Fiscal Analyst 
 
SUBJECT: University of Arizona – Review of Residence Life Building Renewal Phases III and IV 

Bond Projects 
 
Request 
 
A.R.S. § 15-1683 requires Committee review of any university projects financed with system revenue 
bonds.  The University of Arizona (UA) requests Committee review of the $21.9 million Residence Life 
Building Renewal Phases III and IV.  This project would replace the plumbing systems in Coronado Hall 
and Apache Santa-Cruz Hall, the fire sprinkler systems in Cochise Hall and Apache Santa-Cruz Hall, and 
renovate the bathrooms in Colonia De La Paz Hall.  These renovations would extend the useful life of 
these residential facilities, minimize the risk of disruptive failures, and improve building safety. 
 
The Committee has favorably reviewed previous phases of Residence Life Building Renewal.  The 
Committee heard the $8.6 million Phase I in March 2004, the $6.5 million Phase II in July 2005, and the 
$3.9 million Phase IIA in May 2006.  Replacement of the fire sprinkler system in Cochise Hall was 
originally included in Phase IIA, but was moved to Phase III because JCCR approval to sell the bonds for 
Phase IIA was not achieved within the required time frame.  UA anticipates that the entirety of Residence 
Life Building Renewal would consist of 5 phases totaling $40.9 million. 
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the request with the 
following standard university financing provisions:   
 
• UA shall 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.  UA shall also report to the Committee before any reallocation exceeding 
$100,000 among the individual planned renovations, renewals, or extensions. 
 

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

 
The direct construction costs of the plumbing installations for Apache-Santa Cruz Hall fall within the 
range UA has experienced in previous phases of Residence Life Building Renewal.  Meanwhile, per-
square-foot costs for the plumbing installations at Coronado Hall are significantly higher than those of 
similar projects.  However, UA explains that there are more plumbing fixtures per student room to 
upgrade in this building’s layout.  The $0.5 million fire sprinkler system replacements in Cochise Hall 
and Apache-Santa Cruz Hall are also significantly higher in cost than similar projects.  UA explains that 
the price differential is primarily due to material and labor escalations over time, precision work and 
specialized equipment that are needed, and additional care and efforts required because of the historic 
status of these buildings.   
 
Analysis 
 
UA anticipates issuing system revenue bonds later this spring with an AAA credit rating and a term of 25 
years.  Depending on market conditions and advice from bond counsel, UA will select an appropriate 
balance of fixed rate bonds with an annual interest rate under 7.5% and variable rate bonds with an initial 
interest rate under 6.0%.  Auxiliary revenues, generated from student housing fees, would service the 
debt.  Usually, system revenue bonds serviced by auxiliary funds must offer a higher interest rate than 
those serviced by tuition collections because the bond market views auxiliary fees as a less stable revenue 
source than tuition receipts. 
 
UA does not anticipate any new operating and maintenance costs for the project.  The university estimates 
an annual debt service of $1,859,000, with a 25-year total of $46.5 million.  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 $21.9 million system revenue bond issuance would increase the UA debt ratio from 5.07% to 5.18%. 
 
UA 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 qualifications alone or on a combination of qualifications and price.   
 
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.  
 
UA anticipates Phases III and IV of Residence Life Building Renewal would have a combined design cost 
of $2.2 million, a direct construction cost of $18.4 million, and a $1.3 million contingency fund.  The 
direct construction amount consists of: 
 

• $15.9 million for plumbing in Coronado Hall and Apache-Santa Cruz Hall 
• $1 million for asbestos abatement in Coronado Hall 
• $1 million for fire sprinklers in Cochise Hall and Apache-Santa Cruz Hall 
• $500,000 for shower base renovation in La Paz Hall   
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The university indicates that the projects would be constructed from May to August in the years 2007 
through 2009, when students are not present.   
 
Table 1 below lists the per square foot construction costs for plumbing installations in all four phases of 
Residence Life Building Renewal that have been presented to the Committee.  Since the expense of 
replacing plumbing in residences depends on many variables, including student density, disability access, 
and original system configuration, it is difficult to make meaningful comparisons among projects.  Table 
1, however, demonstrates that the $34 per square foot direct construction cost of the plumbing 
installations for Apache-Santa Cruz Hall falls within the range UA has experienced in previous phases of 
Residence Life Building Renewal.  The per square foot cost for plumbing replacement for Coronado Hall, 
however, is significantly higher than the other phases.  UA explains that there are more plumbing 
fixtures per student room to upgrade in this building’s layout.  Therefore, the JLBC Staff finds that 
the per square foot cost is reasonable. 
 

Table 1 
University of Arizona Residence Life Building Renewal 

Plumbing Costs 

Phase Review Date Affected Halls 
Direct Costs 

per Square Foot 
1 March 2004 Gila, Yuma, Arizona $26 

2A May 2006 Manzanita/Mohave $34 
4  Apache-Santa Cruz $34 
2 July 2005 Maricopa, Sonora $66 
3  Coronado $93 

 
Fire sprinkler system expenses can also vary substantially based on the functions and original 
configurations of the affected buildings.  However, as Table 2 below illustrates, per square foot costs for 
fire sprinkler system replacement in Cochise Hall and Apache-Santa Cruz Hall are significantly higher 
than those of similar projects.   
 
UA explains that the price differential is primarily due to material and labor escalations over time, 
precision work and specialized equipment that are needed, and additional care and efforts required 
because of the historic status of these buildings.  Therefore, the JLBC Staff finds that the per square foot 
costs are reasonable. 
 

Table 2 
Arizona University System 

Fire Sprinkler System Costs 

Project Review Date Affected Buildings 
Direct Costs 

per Square Foot 
UA Residence Life Building 
   Renewal Phase 2 

July 2005 Gila, Yuma, Arizona Halls $0.38 

Average   $1.46 
NAU Building System Repair 
   and Replacement 

October 2004 33 Buildings of Differing 
   Functions 

$1.61 

ASU Academic Renovations and 
   Deferred Maintenance Phase 1 

September 2005 Social Sciences $2.38 

UA Residence Life Building 
   Renewal Phase 4  

Apache-Santa Cruz $7.89 

UA Residence Life Building 
   Renewal Phase 3  

Cochise Hall $12.29 
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DATE:  September 13, 2006 
 
TO:  Representative Tom Boone, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leah Ruggieri, Fiscal Analyst 
 
SUBJECT: Arizona State University – Review of Polytechnic Academic Complex Lease-Purchase 

Project 
 
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).  Arizona State University (ASU) - Polytechnic, on 
behalf of the Arizona Board of Regents (ABOR), requests Committee review of a new $103 million 
Polytechnic Academic Complex.  ASU would finance these projects with a total new COP issuance of 
$103 million. 
 
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 

$100,000 or 10% of the reported contingency amount total for add-alternates that do not expand the 
scope of the project. 
 

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

(Continued) 
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ASU anticipates issuing COPs in October 2007 with a Standard & Poor’s AAA credit rating and a term of 
30 years.  The estimated interest rate is 6.0%.  Total annual debt service would be approximately $7.5 
million.  Construction for the project will actually begin in December 2006, though the associated 
construction costs between this time and the bond issuance are relatively small and will be reimbursed 
with bond proceeds, once they become available. 
 
The FY 2007 General Appropriation Act appropriated $10.6 million to ASU as a discretionary adjustment 
to be used for any operational or capital functions at any campus.  ASU plans to use this discretionary 
adjustment to pay the $7.5 million annual debt service. The total 30-year debt service would be $224.5 
million.   
 
Furthermore, ASU estimates that, upon completion, the Polytechnic Academic Complex would require 
new operating and maintenance costs of almost $1.7 million.  ASU intends to request legislative 
appropriations to support these new costs.   
 
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 $103 million COP issuance would increase the ASU debt ratio 
from 4.8% to 5.3%. 
 
Analysis 
 
The Polytechnic Academic Complex includes 240,000 square-feet that would provide space for 
enrollment growth and program expansion of the Morrison School of Management and Agribusiness, the 
College of Science and Technology, the School of Educational Innovation and Teacher Preparation, and 
East College.  The Complex, which would comprise 3 primary new buildings and 1 renovated building, 
would be located in the core of the Polytechnic Campus.  The buildings include 2 classroom/office 
buildings and a Science and Technology Building, all of which contain student lab space.  Additionally, 
the project would include a facility used to store hazardous waste in preparation for shipment to an off-
site facility per regulatory requirements.   
 
To make room for the new project, 3 buildings are slated for demolition, 2 of which are unoccupied.  The 
third building holds a small number of staff and support.  Spaces would be vacated at ASU – Polytechnic 
due to the move of academic departments to the new buildings.  ASU has in place a proposed reuse of the 
vacated spaces.  Construction would begin in December 2006 and is projected to end in August 2008. 
 
The total cost for the Polytechnic Academic Complex is $103 million with a contingency of $7.3 million.   
The Polytechnic Academic Complex would have a total cost per-square-foot of $430 and a direct 
construction cost per square foot of $280.  Table 1 compares the per-square-foot costs of the Polytechnic 
Academic Complex to those of other university non-research-related capital projects.  As Table 1 below 
illustrates, the magnitude of these expenses are higher in comparison to those of other university non-
research-related capital projects previously approved by the Committee since 2002.  It is difficult to 
evaluate the reasonableness of the per-square-foot cost of the Polytechnic Academic Complex when 
compared to these projects, as the Complex involves the construction of student lab space, which is more 
expensive than the construction of offices and classroom space.  The non-research-related capital projects 
listed in Table 1 did not involve the construction of student labs. 
 
Additionally, materials costs have risen markedly in the past few years due to increasing worldwide 
demand.  Marshall Valuation Services, a supplier of cost data on the improvement and replacement costs  
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of buildings, documents an increase of 24.5% between 2002 and 2006 in the construction cost of a typical 
building designed for classroom space.  Between 2005 and 2006 alone, the cost per-square-foot to 
construct a 2-4 story office building in Phoenix increased by 11.7% according to RSMeans, a supplier of 
construction cost information.   
 
 

 
The Complex will be LEED Silver Certified.  LEED Silver Certification is achieved when buildings are 
designed to maintain specified energy efficiencies.  While the LEED Certification is expected to cost $1.3 
million, it is anticipated that the savings generated through greater efficiencies will be $448,000 per year 
in utilities and other costs. 
 
ASU has contracted this project using Construction Manager at Risk (CMAR) and hired a single architect 
to design the Complex.  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 qualifications alone or on a combination of qualifications 
and price.   
 
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.  
 
RS/LR:lm 
 

Review Total Total Cost Per Direct Construction 
Date Project Cost Square Foot Cost Per Square Foot

ASU-Mediated Classroom & Social 
  Sciences Building
NAU-New College of Business November 2003 22,000,000 220 182
ASU-Memorial Union Expansion March 2002 38,830,000 251 146
AVERAGE $270 $191
UA-Architecture Building Expansion June 2005 9,400,000 281 202
UA-Poetry Center June 2005 6,800,000 385 286
Polytechnic Academic Complex 103,000,000 430 280

March 2002 $58,700,000 $212 $138

Table 1
Assorted University Non-Research Capital Projects

Estimated Per Square Foot Costs

Project
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DATE:  September 13, 2006 
 
TO:  Representative Tom Boone, Chairman  
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Tyler Palmer, Fiscal Analyst 
 
SUBJECT: Arizona Exposition & State Fair Board - Review of FY 2007 Building Renewal Allocation 

Plan. 
 
Request 
 
A.R.S. § 41-1252 requires the Joint Committee on Capital Review (JCCR) review of building renewal 
expenditure plans.  For FY 2007, the Arizona Exposition and State Fair (AESF) was appropriated $1,508,400 
from the Arizona Exposition and State Fair Fund for building renewal.  The AESF requests the Committee 
favorably review its FY 2007 Building Renewal Plan regarding $430,600 of its appropriation, leaving 
$1,077,800 for additional projects.   
 
Recommendation 
 
The JLBC Staff recommends that the Committee give a favorable review of the $430,600 for the 5 submitted 
projects with the provision that AESF submit for Committee review an allocation plan for the remaining 
$1,077,800 if monies are to be used for additional projects. 
 
Analysis 
 
Laws 2006, Chapter 345 appropriated a total of $1,508,400 in FY 2007 from the Arizona Exposition and State 
Fair Fund to AESF to fully fund the building renewal formula. 
 
The agency has proposed a Building Renewal Plan of $430,600 in FY 2007 for 5 projects including $38,300 
for contingencies.  The following table displays the requested allocation for each project.  In general, the 
amounts include 1.34% for project management fees and 10% for contingencies.   
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Project 
Building Renewal 

Allocations 
Repair Coliseum roof $ 129,400 
Seal coating and striping south parking lot 100,200 
Seal coat and repair 20th Avenue parking lot 61,200 
Paving access road east of Coliseum 77,900 
Paving walkway between the Home Arts and Entries buildings     61,900 
 Total $ 430,600 
Unallocated 1,077,800 

 
The allocation plan is consistent with building renewal guidelines and the appropriation.  Based on the 
information provided by the agency and similar projects reviewed by the Committee in the past, the costs 
appear reasonable. 
 
Repair Coliseum Roof 
The Coliseum roof is constructed with 10 x 10 square foot concrete panels.  A recent inspection of the roof 
noted a small depression in 3 or 4 of the panels.  An engineer has recommended temporary structural support 
until a more thorough assessment is conducted.  The estimated cost of the forensic study and the temporary 
repair is $129,400.   
 
Seal Coating and Striping South Parking Lot 
Paving on the 89,000 square yard south parking lot was completed in 2004.  The paving industry recommends 
that to maximize asphalt life it should be seal coated after 3-5 years or 2 years for heavy use.  The AESF plans 
on seal coating and striping this lot in the summer of 2007 at an estimated cost of $100,200.  The AESF may 
accomplish this work through an existing maintenance contract with the state procurement office.  This 
contract allows state agencies to use an existing bid to complete projects with cost estimates within the RS 
Means building cost data.  Staff has requested more information on the use of this lot. 
 
Seal Coat and Repair 20th Avenue Parking Lot 
The 47,700 square yard 20th Avenue parking lot was last seal coated in 2001.  The pavement in this parking lot 
has begun cracking.  The estimated cost to seal coat and repair this area is $61,200.  The AESF may 
accomplish this work through an existing maintenance contract with the state procurement office.  This 
contract allows state agencies to use an existing bid to complete projects with cost estimates within the RS 
Means building cost data. 
 
Paving Access Road East of Coliseum 
The 4,300 square yard access road east of the Coliseum has deteriorated and needs to be resurfaced.  The road 
is used for deliveries and emergency services.  The project would include removal of the existing asphalt, 
recompacting the sub grade, reinstalling new asphalt, and installing a concrete gutter.  The estimated cost to re-
pave the access road is $77,900.  The Arizona Department of Administration (ADOA) General Services 
Division has compared this cost estimate with the RS Means construction cost data and believes it appears 
reasonable. 
 
Paving Walkway between the Home Arts and Entries Buildings 
Paving the 2,100 square yard dirt walkway between the Home Arts and Entries buildings will increase its 
rental viability as commercial and vendor space.  The estimated cost of paving this walkway is $61,900.  The 
ADOA General Services Division has compared this cost estimate with the RS Means construction cost data 
and believes it appears reasonable. 
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