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JOINT COMMITTEE ON CAPITAL REVIEW
Thursday, October 14, 2004

1:30 p.m.
House Hearing Room 4

MEETING NOTICE

- Call to Order

- Approval of Minutes of September 21, 2004.

- DIRECTOR'S REPORT (if necessary).

1. ADOPTION OF REVISED COMMITTEE RULES AND REGULATIONS.

2. ARIZONA DEPARTMENT OF ADMINISTRATION – Review of Revised FY 2005 Building Renewal
Allocation Plan

3. ARIZONA STATE PARKS – Review of State Lake Improvement Fund Projects.

4. ARIZONA DEPARTMENT OF TRANSPORTATION –
A. Review of Parker Motor Vehicle Division Field Office Relocation.
B. Review of FY 2005 Building Renewal Allocation Plan.

5. UNIVERSITY OF ARIZONA – Review of La Aldea Student Housing Complex Purchase and Report on
Chemistry Expansion Project Contingency Allocation.

6. NORTHERN ARIZONA UNIVERSITY –
A. Review of Capital Project Cost and Scope Changes.
B. Review of New System Revenue Bond Capital Projects

7. SCHOOL FACILITIES BOARD –
A. Review of Lease-to Own Projects.
B. Review of FY 2005 Building Renewal Allocation Plan.

8. DEPARTMENT OF PUBLIC SAFETY – Review of Remote Officer Housing Project.

9. ARIZONA STATE UNIVERSITY – Report on ASU Scottsdale Center for New Technology and Innovation.

The Chairman reserves the right to set the order of the agenda.
10/7/04

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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MINUTES OF THE MEETING
JOINT COMMITTEE ON CAPITAL REVIEW

Tuesday, September 21, 2004
The Chairman called the meeting to order at 1:35 p.m. Tuesday, September 21, 2004 in House Hearing Room 4 and
attendance was as follows:

Members: Representative Pearce, Chairman Senator Burns, Vice Chairman
Representative Biggs Senator Brown
Representative Boone Senator Cannell
Representative Lopez Senator Mead
Representative Lopes Senator Soltero
Representative Loredo Senator Waring

Absent: Representative Farnsworth Senator Bee

Representative Pearce moved the Committee approve the minutes of August 17, 2004.  The motion carried.

ARIZONA DEPARTMENT OF ADMINISTRATION

A. Consider Transfer of Fund Balance for Arizona State Hospital Capital Projects.

Ms. Beth Kohler, JLBC Staff, presented the Arizona Department of Administration (ADOA) request that the
Committee approve the transfer of the remaining $3.5 million from the Arizona State Hospital Capital (ASH)
Construction Fund appropriation to FY 2005 building renewal for the Arizona State Hospital.  There was an
appropriation of $77.5 million for the construction of the new civil hospital and renovation and expansion of the
forensic hospital.  The new civil hospital is up and running but, due to budget constraints, there was a transfer of $13.4
million out of the Arizona State Hospital Capital Construction Fund, leaving the net budget for the ASH projects at
$67.1 million.  Renovation and expansion of the forensic hospital was suspended.

ADOA reported that there is $3.9 million from the original appropriation remaining in the fund.  Of this amount,
approximately $375,000 is encumbered for finishing touches on existing projects, leaving $3.5 million available to be
used for other purposes.  ADOA developed a prioritized list of 28 projects and the cost of the projects totals $5.1
million.  All monies in the fund remaining unexpended and unencumbered on July 1, 2005 revert to the Budget
Stabilization Fund (BSF).  Furthermore, any monies approved by the Committee for building renewal projects that
remain unencumbered and unexpended on September 30, 2006, will revert to the BSF.

Ms. Kohler explained that the Committee had the option of approving the transfer for ASH projects or not approving
the transfer in which case remaining monies would revert to the Budget Stabilization Fund.

In response to Senator Burns, Bruce Ringwald, General Manager, Construction Services, ADOA stated that when the
project was started approximately 6 years ago, the scope included the civil hospital and the forensic hospital.  The
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costs to complete the civil hospital were identified and the remaining money would have been put toward the
renovation the forensic hospital.  As the civil hospital projects were completed, there was $3.5 million left and the
expectation was to apply that money into the remodel of the forensic hospital.  About the time that happened the
project was stopped.  Subsequent to that, as time has gone by, the cost of construction has gone up considerably.

Ms. Catherine Eden, Director, Department of Health Services stated that the forensic buildings are in bad shape but
wants to wait a year before submitting a proposal for consideration.  Maricopa County has decided to do a lot of the
restoration to competency within their own facilities.  Waiting another year will show us what our population needs
would be in the future.

In response to Senator Burns, Jack Silver, Superintendent, Arizona State Hospital stated that there are approximately
140 people living in the older portion of the hospital.  It is an old building and they are trying to keep it in good repair.

In answer to Senator Burns, Ms. Eden stated that the law states they can either be taken to the state hospital or can be
taken care of in the county jail.

Richard Stavneak, JLBC Staff mentioned that the counties are charged for the use of the state hospital.  Maricopa
County pays 100% and all other counties pay 86% of the costs associated with patients sent by the county.

In response to Representative Biggs, Ms. Kohler stated that the document stating that the project replacing the HVAC
in the civil hospital was an error and should have been part of the central power plant under general hospital support.

Ms. Eden stated that some automated drug machines were included in the original scope for the civil Hospital.  The
use of these machines is now usual and customary.  This is a very accurate way of dispensing medicine and keeping
track of the medications for the records.

Senator Burns moved the Committee approve the transfer of $3.5 million from the Arizona State Hospital Capital
Construction Fund appropriation for FY 2005 capital projects, including building renewal at the Arizona State
Hospital.  The motion carried.

B. Review of Revised FY 2005 Building Renewal Allocation Plan.

Mr. Jeremy Olsen, JLBC Staff, presented the Arizona Department of Administration (ADOA) request that the
Committee review $2,500,000 of its $3,500,000 FY 2005 Building Renewal allocation plan from the Capital Outlay
Stabilization Fund (COSF).  The Committee reviewed the expenditure of $1,000,000 from this fund at its August 17,
2004 meeting.

JLBC Staff recommends a favorable review for $1,300,000 of the request with the provisions outlined in the memo.

Combined with $1 million reviewed at its August meeting, the Committee has favorably reviewed $2.3 million of the
$3.5 million building renewal appropriation from the Capital Outlay Stabilization Fund.

In response to Senator Mead, Mr. Martinez stated that the funding for the State Treasurer office improvement
project came from various sources.  There was $150,000 appropriated directly to the Treasurer’s budget and
$170,000 allocated from the FY 2005 Building Renewal appropriation.  In addition, that funding plan assumed
that the Treasurer’s Office would receive a $40,000 rent exemption to move into a temporary space while their
office was renovated.

Senator Burns moved the Committee give a favorable review to an additional $1,300,000 in the revised Arizona
Department of Administration FY 2005 Building Renewal allocation plan with the following provisions:
• The $1,300,000 represents $949,000 for the 11 projects listed in Table 1 of the memo, plus $351,000 for FY 2005

emergency projects.
• ADOA report to JLBC Staff any allocations for FY 2005 emergency projects from the above-referenced $351,000

amount.  JLBC Staff will report to the Committee on significant allocations, typically those above $50,000.
• ADOA submit for Committee review any reallocation above $50,000 between the individual projects in the

favorably reviewed $1,300,000 plan.
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• ADOA submit for Committee review an allocation plan for the remaining $1.2 million COSF appropriation.
The motion carried.

ARIZONA LOTTERY COMMISSION – Review of FY 2005 Building Renewal Allocation Plan.

Mr. Brian Cary, JLBC Staff, presented the Arizona Lottery Commission FY 2005 Building Renewal allocation plan of
$41,200 from the Lottery Fund for Committee review.  The Lottery’s plan provides information on proposed repair
expenditures for the Phoenix facility, which houses the Lottery’s administrative offices as well as a ticket sales and
redemption site.  The Lottery plans to use $36,500 of the FY 2005 allocation on four projects.  The remaining $4,700
is available for contingencies.

In response to Senator Burns, Mr. Cary stated that the Lottery Commission is not planning for any additional
contingencies other than the extent to which the actual cost of the projects may vary from the planned estimates.

Senator Burns moved that the Committee give a favorable review to the FY 2005 Building Renewal Allocation Plan of
$41,200 from the Lottery Fund.  The motion carried.

OFFICE OF THE ARIZONA STATE TREASURER – Consider Recommending Rent Exemption.

Mr. Justin Narducci, JLBC Staff, presented the Office of the State Treasurer request that the Committee consider
recommending a rent exemption.  The Treasurer requested $360,000 in FY 2005 for one-time office renovations.  Of
this amount $320,000 was requested for building improvements, while $40,000 was for rent of temporary space
during the renovation period.

The JLBC Staff recommends the Committee recommend the Arizona Department of Administration authorize a
FY 2005 rent exemption of $40,000, as part of the Treasurer Office’s tenant improvements for FY 2005.

There was no discussion on this item.

Senator Burns moved that the Committee recommend the Arizona Department of Administration authorize a FY 2005
rent exemption of $40,000, as part of the Treasurer Office’s tenant improvements for FY 2005.  The motion carried.

ARIZONA DEPARTMENT OF TRANSPORTATION (ADOT)

A. Report on 5-Year Transportation Plan.

Mr. Bob Hull, JLBC Staff, presented the Arizona Department of Transportation Executive Summary of the 5-Year
Transportation Facilities Construction Program for FY 2005-FY 2009.  Mr. Hull reviewed the handout presentation
and stated that the total for the 5-year plan is $4.5 billion, including $3.8 billion for highways and $0.7 billion for
aviation. Mr. Hull stated that this item is for information only, and no Committee action is required.  However, Mr.
Hull reviewed the revised recommendation.

Representative Lopes asked if ADOT had a congestion report including the methodology on how this is accomplished.
Mr. Hull stated that it is presumed that they have a methodology but it is not exactly clear on what it is.

In response to Senator Burns, Terry Trost, Director, Budgeting & Planning, ADOT stated that for the 5-Year Plan
each of the organizations meet and have discussions regarding design and detail that is involved.  The Transportation
Board has a monthly study session and details are laid out with some discussion.  Once it is ready, it is taken to the
formal board meeting and adopted.  There are annual updates to the plans, as one year is dropped a new year is added.
Literally, the plan is revised every month.  There is not a formal process of sharing the revisions with the Committee.

Chairman Pearce asked if the ½ cent tax is passed, what would it do to the 5-year plan.  Mr. Trost stated that the plan
would be modified.
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Senator Burns asked what ADOT’s plan is to update the 2001 road congestion data.  Mr. Trost stated that the data
used is based upon survey information collected in September 2001.  There is a data time lag, Maricopa Association of
Governments (MAG) and ADOT have recently received the 2002 data through the Federal Highway Administration
(FHWA).

In response to Senator Burns, Mr. Trost stated that with enough resources you could do the calculations with the data
regarding the road congestion.  The monitoring of the federal highways is the responsibility of ADOT.  They also
partner with others such as MAG.

Representative Biggs asked for a copy of the projects that are planned for the next 10 years.  Mr. Trost said that the
next 5-year plan is in the very early phases.

Representative Biggs asked to receive information on Pinal County projects that are included in the 5-Year Plan.  Mr.
Trost said that he would get the information for him.

Senator Mead asked what is “set aside.”  Mr. Trost said that it is a way of saying that there is money identified that is
being held for a project.

Senator Waring asked how it is decided to set aside the right amount of money.  Mr. Trost stated it is the best estimate
at this time.  If the amount is substantially short, ADOT needs to go back and reprioritize its issues.

Senator Burns moved the Committee request the following information:
• ADOT provide an Executive Summary of its 5-Year Transportation Facilities Construction Program for FY 2006-

FY 2010 due by July 31, 2005.
• The Executive Summary include the following additional information:

-- List all Maricopa County state highway segments that are “over capacity” for ½ hour or longer, including the
number of “over capacity” AM and PM hours separately for each segment.

-- Identify the “over capacity” segments addressed in the 5-Year Plan.
-- Provide maps of “over capacity” segments, and which are addressed by projects in the 5-Year Plan.
-- Highlight changes from the 5-Year Plan submitted to the Committee in the previous year.

• ADOT report to the Committee by October 27, 2004:
-- The status of highway congestion reporting in ½ hour increments by the Maricopa Association of Governments

(MAG).  MAG is currently in the process of implementing a new computer model to measure congestion.  The
report should include the revised congestion information, with updated maps, if it is available at that time.
This update should also include an explanation of how this model works.

-- An explanation of highway congestion reporting for both Pima County and for the remaining 13 counties.
This report should provide information on the methodology used to determine congestion and the timeliness of
the data.

-- Recommendations for any different measures that would provide the Committee with a timely gauge of traffic
congestion.

• ADOT report back revisions in the 5-year plan once it is amended if the Maricopa County sales tax is extended.
The motion carried.

B. Review of East Valley Maintenance Yard Project.

Mr. Bob Hull, JLBC Staff, presented the Arizona Department of Transportation (ADOT) request that the Committee
review the scope, purpose and estimated cost of the East Valley Maintenance Yard project.

The Department of Transportation was appropriated $1,184,000 from the State Highway Fund to revamp the East
Valley maintenance yard located in Tempe.  JLBC Staff tracks action taken on previously enacted capital outlay
appropriations.  Since ADOT had not yet requested a review of this item, JLBC Staff inquired as to the status of the
project earlier this month.  The Staff was informed that ADOT had begun the project on May 3, 2004 without the
required Committee review.
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Mr. Terry Trost stated that the facility staff are responsible for managing these projects.  When the Committee gave
the authorization for the asbestos and lead testing abatement, ADOT thought that it also included approval for the East
Valley Maintenance Yard renovation and they moved forward.  Corrective action will be taken to control the
appropriations so that this will not happen again in the future.

In response to Senator Burns, Mr. Trost mentioned that they have gotten together with the ADOA and accounting
staff.  One option they are considering would be to not load the appropriation until the ADOT budget office authorizes
it.

Senator Burns moved that the Committee give a favorable review to the East Valley Maintenance Yard Project and
request that ADOT formally respond by October 7, 2004 as to what procedures will be implemented to prevent
projects from proceeding without Committee review.  The motion carried.

ARIZONA STATE UNIVERSITY (ASU)

A. Report on ASU Scottsdale Center for New Technology and Innovation.

Ms. Shelli Carol, JLBC Staff, presented the report on the Arizona State University Scottsdale Center for New
Technology and Innovation.  The ASU Foundation (ASUF) and the City of Scottsdale together will construct the ASU
Scottsdale Center for New Technology and Innovation at the site of the former Los Arcos Mall in Scottsdale.
Envisioned as a blending of research park, business park, and university campus, bringing together the disciplines of
engineering, art, science, and entrepreneurship, the center will house certain ASU units and private technology
businesses.

ASUF has signed a 99-year ground lease for 37 acres in South Scottsdale.  ASUF must construct 1.2 million square
feet of space by 2028, the estimated cost of the project is between $250 million and $300 million, and reimburse the
City of Scottsdale for the costs of the land and structural improvements, totaling $81.4 million.  If ASUF cannot or
chooses not to meet the minimum schedule, the sole remedy of the City of Scottsdale is to cancel the lease on
undeveloped portions of the site.  ASUF would continue to own its constructed buildings and lease the developed
land.  The lease allows ASUF to transfer facility ownership to ASU or a private corporation, should it choose to do so
in the future.

Ms. Carol continued to review the involved parties, obligations, financing and the rationale.

ASUF believes that the Center for New Technology and Innovation will provide necessary space for ASU as it
expands its programs.  The lease provides maximum flexibility to the foundation with a minimum of risk, allowing
ASUF to transfer ownership of completed facilities to ASU or private corporations, so long as the project continues to
meet its educational mission.  The foundation’s net profits ultimately support the university.

In response to Senator Waring, Ms. Carol stated that what is envisioned is that when ASUF completes the construction
of the entire facility that it is going to be able to transfer ownership.  There is nothing in the plan that suggests that
ASU would assume this lease before construction is complete.  If something would go wrong, the City of Scottsdale
would have to pay.

Mr. Richard Stavneak, JLBC Staff mentioned that if ASU is occupying a substantial amount of space in the facility
and there is a default on other tenants that there could be a pressure for ASU to acquire the facility at that point.

Mr. Scott Smith, ASU mentioned that the project is an ASUF project.  The foundation representatives are not present
and he cannot speak for the foundation.

Senator Burns asked for more information on the foundation; how are they funded and how are they governed.  Mr.
Smith said that the ASUF is governed by a Board of Directors and funded through grants and gifts.  Senator Burns
asked for the number of members on the Board and who they are.  Mr. Smith will get that information for him.
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Senator Burns questioned the fact that the ASUF bought the land and then sold it to the City of Scottsdale.  Senator
Burns asked why the City of Scottsdale did not buy it outright.  Also, why didn’t ASU get involved directly instead of
the foundation.  Mr. Smith stated that it is a foundation deal and cannot speak for them.

Chairman Pearce also mentioned that he had several questions regarding this issue.

Senator Waring asked how much money is brought in every year and how much money is on hand.

Ms. Carol stated that the foundation did express their willingness to answer questions.  Senator Burns also suggested
that a written request to the foundation be in order with questions.

Representative Biggs said that one of the revenue streams is going to be property taxes that the foundation is going to
pay on the buildings and the real property is going to continue to be owned by the City of Scottsdale and the structure
will be owned by the foundation.  He then asked on what is the property value going to be assessed.  Ms. Carol stated
that the property value of the buildings will be assessed for the property tax that ASUF has to pay to the city.
Representative Biggs asked if it was a normal procedure to assess property taxes for a structured independent of the
property upon which it sits.  Ms. Carol did not know if the City of Scottsdale could answer that.

Chairman Pearce asked what the impact would be if the issue is tabled.  Mr. Stavneak stated that there is not a review
requirement here because it is not a state facility.

The Committee tabled the Arizona State University – Report on ASU Scottsdale Center for New Technology and
Innovation until a decision is made to hear at another JCCR meeting.

B. Review of Instructional/Research Laboratory Renovations Phase II and Report on Instructional/Research
Laboratory Renovation Phase I.

Ms. Shelli Carol, JLBC Staff presented the Arizona State University request that the Committee review $11.4 million
for Instructional/Research Laboratory Renovations Phase II.  ASU reports that some laboratories have code violations.
ASU would finance this project with a total new revenue bond issuance of $20 million.  ASU will identify the
remaining $8.6 million in projects during the coming months.

The JLBC Staff recommends a favorable review of the $11.4 million expenditure plan with the provisions in the
memo.

In response to Senator Burns, Scott Cole, Executive Vice President, ASU stated that the university has pursued
homeland security grants and as of yet, has heard nothing back.

In response to Chairman Pearce, Mr. Cole stated that the first request for security grants was approximately $1
million.  It is not clear on how much money is available for the project grants.  A follow-up request is usually sent out
on a monthly basis.

Chairman Pearce requested that ASU work with the Arizona Office of Homeland Security within the Department of
Emergency and Military Affairs as an alternative avenue for pursuing homeland security grant funding to meet the
mandates of the Federal Bioterrorism Act.

Senator Burns moved the Committee give a favorable review to $11.4 million of the $20 million bond issuance for
Phase II of the Instructional Research Laboratory Renovations project with the following provisions:
• The $11.4 million represents $9.7 million for the 14 projects currently detailed in the Instructional/Research

Laboratory Renovations Phase II request, plus the $1.7 million requested as contingency funding for this plan.
• 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 also report to the Committee before any reallocation exceeding $100,000 among the individual planned
projects.

• 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
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emergency, ASU may immediately report on the scope and estimated cost of the emergency rather than submit the
item for review.  JLBC staff will inform the university if they do not agree with the change of scope as an
emergency.

• ASU shall submit for Committee review an expenditure plan for the remaining $8.6 million of Phase II, including
scope of work and estimated cost for each building, prior to starting any construction with those monies.

• A favorable review by the Committee does not constitute endorsement of General Fund appropriations to offset
any tuition collections that may be required for debt service.

The motion carried.

UNIVERSITY OF ARIZONA – Reports on Capital Project Contingency Allocations

Ms. Shelli Carol, JLBC Staff, reported on the contingency allocation changes for 3 projects, due to rising raw
materials prices.  Those projects are the Medical Research Building, the Residence Life Building Renewal Phase I,
and the Highland Avenue Parking Structure.  U of A is reallocating $3 million out of $7.1 million in total contingency
funds.  The individual total budgets for the three projects remain unchanged from the original Committee-reviewed
amounts and per-unit cost estimates for the projects are still reasonable after adjustment.

There was no discussion on this item and no Committee action was required.

Without objection the Committee meeting adjourned at 3:05 p.m.

Respectfully submitted:

Jan Belisle, Secretary

Lorenzo Martinez, Assistant Director

Representative Russell Pearce

NOTE:  A full tape recording of this meeting is available at the JLBC Staff Office, 1716 W. Adams.
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DATE: October 7, 2004

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

FROM: Richard Stavneak, Director

SUBJECT: ADOPTION OF REVISED COMMITTEE RULES AND REGULATIONS

The Chairman proposes the following changes in the Committee rules:

Rule 8

- revise the timeline for agencies to submit a request to appear on the JCCR agenda.  A request
must now be made 2 weeks prior to the meeting.  The revision would require agencies to
make the request 3 weeks in advance of the meeting.  The rules would retain the existing
language that allows the Chairman to place an item on the agenda if an agency has not met
the submission deadline.

Please see the attachment for the revised rule language.

RS:jb
Attachment
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JOINT COMMITTEE ON CAPITAL REVIEW
RULES AND REGULATIONS

RULE 1

NAME OF COMMITTEE AND METHOD OF APPOINTMENT

The name of the Committee is the Joint Committee on Capital Review, hereinafter referred to as the
Committee, consisting of fourteen members designated or appointed as follows:

1. The Chairman of the Senate and House of Representatives Appropriations Committees.

2. The Majority and Minority Leaders of the Senate and House of Representatives.

3. Four members of the Senate and four members of the House of Representatives who are members of their
Appropriations Committees and who are appointed to the Committee by the President of the Senate and
the Speaker of the House of Representatives, respectively.

RULE 2

CHAIRMAN OF THE COMMITTEE

The Chairman of the Senate Appropriations Committee shall have a term as Chairman of the Joint Committee
on Capital Review from the first day of the First Regular Session to the first day of the Second Regular Session of each
legislature and the Chairman of the House of Representatives Appropriations Committee shall have a term as Chairman
from the first day of the Second Regular Session to the first day of the next legislature's First Regular Session.

RULE 3

QUORUM

A majority of the members of the Committee shall constitute a quorum for the transaction of business.

RULE 4

MEETINGS OF THE COMMITTEE

The Committee shall meet as often as the members deem necessary.

RULE 5

COMMITTEE PROCEEDINGS

The Committee proceedings shall be conducted in accordance with Mason's Manual of Legislative Procedure,
except as otherwise provided by these rules.

RULE 6


