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ADOT expects to allocate the Building Renewal monies from the State Highway Fund in the following 
categories for 97 projects: 
 

Category Projects State Highway Fund % of Total 
Roof Repairs/Replacement 53 $   354,800  35.5% 
Building Systems (HVAC, Electrical, Plumbing) 20 317,300  31.7% 
Fire/Life/Safety 13 145,700  14.6% 
Project Management Support N/A 60,000  6.0% 
Contingency N/A 42,900  4.3% 
Exterior Preservation (Doors, Windows, Siding) 6 26,800  2.7% 
Major Renovation (Reconfigure, Remodel) 1 25,000  2.5% 
Infrastructure (Sewers) 3 25,000  2.5% 
Americans with Disabilities Act    1        2,500       0.2% 
  Total 97 $1,000,000  100.0% 

 
The following 2 State Highway Fund projects require $50,000 or more: 
 

Project Allocation 
Fire/Life/Safety   
Repair catwalk - Williams Vehicle Washrack $  60,000  
Building Systems (HVAC, Electrical, Plumbing)   
Replace motorized inlet dampers - Phoenix Equipment Services Complex   60,300  
   Total $120,300  

 
ADOT expects to allocate the $121,200 ($50,000 FY 2010 and $71,200 FY 2009) of Building Renewal 
monies from the State Aviation Fund for 5 projects at the Grand Canyon Airport including installing a 
required UV disinfection system and re-plumbing a water treatment plant, repairing existing water meters, 
performing water system repairs, and repairing deteriorated water storage tanks and valves. 
 
The attached material submitted by ADOT lists each project and its estimated cost.  The projects are 
consistent with Building Renewal guidelines and appropriations. 
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DATE:  November 3, 2009 
 
TO:  Senator Russell Pearce, Chairman 
  Members, Joint Committee on Capital Review 
 
THRU:  Richard Stavneak, Director 
 
FROM:  Leatta McLaughlin, Principal Fiscal Analyst 
 
SUBJECT: School Facilities Board – Review of FY 2010 New School Construction Report  
 
Request 
 
Pursuant to A.R.S. § 15-2002, the School Facilities Board (SFB) requests the Committee review its 
demographic assumptions, proposed construction schedule, and new school construction cost estimates 
for FY 2010.  The board is annually required to submit this information by June 15. 
 
Recommendation 
 
The Committee has at least the following 2 options:  
 

1. A favorable review.  
 

2. An unfavorable review. 
 
The board estimates that it will oversee 15 new school construction projects in FY 2010 and will spend a 
total of $50.8 million.  This amount includes completing projects that started construction prior to the 
FY 2009 new construction moratorium and starting construction on projects that meet the FY 2010 newly 
authorized federal bonding program.   
 
Analysis 
 
New Construction Moratorium 
A moratorium on new construction projects was authorized for FY 2009 by the FY 2009 Education 
Budget Reconciliation Bill (BRB) (Laws 2008, Chapter 287).  The bill prohibited SFB from authorizing 
or awarding funding for the design or construction of any new school facility, except for full-day 
kindergarten (FDK), or for school site acquisition in FY 2009.  The moratorium was enacted due to 
declines in the state’s housing market and the state’s population growth rate.  The moratorium also 
required SFB to provide monies for architectural and engineering fees, project management services, and 
preconstruction services if a school district qualifies for additional space in FY 2009 due to the 
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implementation of FDK.  It also required school districts to submit capital plans during FY 2009 and 
permitted SFB to review and award new school projects subject to future appropriations. 
 
The FY 2010 Education BRB (Laws 2009, 3rd Special Session, Chapter 12) continues to prohibit SFB 
from authorizing or awarding funding for the design or construction of any new school facility, including 
FDK but excluding $100.0 million in new bonding authority (see below), or for school site acquisitions.  
The bill continues to require school districts to submit capital plans during FY 2010 and permits SFB to 
review and award new school facilities subject to future appropriations.  The bill also requires 
kindergarten students to be counted as half-time Average Daily Membership (ADM) pupils for purposes 
of determining minimum school facility adequacy requirements, thereby not requiring SFB to fund new 
classroom costs for FDK beginning in FY 2010.  In addition, the bill restricts SFB from providing new 
construction projects inflationary funding above the statutory formula amount beginning in FY 2010. 
 
FY 2010 Bonding 
The FY 2010 Education BRB requires SFB to issue up to $100.0 million of Qualified School 
Construction Bonds (QSCBs) as authorized by the American Reinvestment and Recovery Act (ARRA) of 
2009 to be spent on new construction projects only.  The proceeds will first be given to school districts 
whose projected FY 2010 ADM exceeds the district-wide space capacity.  ARRA allows the state to issue 
up to $186.3 million of QSCBs in CY 2009, and the proceeds from these bonds can be used for the 
construction, rehabilitation, or repair of a public school facility or for the acquisition of land.  The 
proceeds have to be spent within 3 years after issuance.  SFB has not yet issued its QSCBs.   
 
These bonds were designed so that bondholders would receive federal tax credits in lieu of interest, and it 
was the intent that the tax credit amount would provide 100% of the required interest.  However, that has 
not been the case in the QSCB market to date.  By the beginning of October, over 20 QSCBs had been 
issued nationwide.  Since the QSCB market has turned out to be much more narrow than the traditional 
tax-exempt bond market, issuers have had to pay interest on these bonds above the bondholders’ federal 
tax credit amount.  Of the QSCBs issued by the beginning of October, the additional interest required by 
the issuer was an average of 1.64% for AA rated bonds, 3.14% for A rated bonds, and 4.14% for BBB 
rated bonds.   
 
Demographic Assumptions 
SFB bases its demographic assumptions on its analysis of the school district forecasts of ADM included 
in the FY 2010 Capital Plans submitted by districts to the board.  To conduct the analysis, SFB uses 
district population data, grade progression estimates, historical ADM growth, and, if applicable, 
residential housing growth.  Analysis of student enrollment growth is performed on a district-by-district 
basis for districts that submitted a Capital Plan to the board, but only the demographic estimates (not the 
analysis) are included in the New Construction Report.    
 
The following demographics are included in the FY 2010 New Construction Report for districts that 
submitted a Capital Plan:  FY 2008 actual new home occupancies, FY 2009 – FY 2016 SFB estimated 
new home occupancies, FY 2007 – FY 2008 actual ADM, and both district and SFB estimated ADM for 
FY 2009 – FY 2017.   
 
For districts that submitted a Capital Plan to the board, SFB expects “enrollment growth” districts to 
increase at a slower rate in FY 2009 and FY 2010 than in FY 2008.  The board expects enrollment growth 
to be 1.8% in FY 2009 and 2.3% in FY 2010.  Actual enrollment growth was 5.3% in FY 2008.  These 
estimates are higher than overall statewide enrollment growth since the calculation only focuses on 
districts with increasing population.   
 
For FY 2010 within Maricopa County, SFB expects growth of approximately 3.0% in the southeastern 
portion of the county, including the cities of Chandler, Higley, and Queen Creek.  In the northern part of 
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the county, including Deer Valley and Dysart, the board also expects growth of about 1.1%.  In the 
western and southern districts of Phoenix, including Tolleson, the board expects growth of 1.3%.  In the 
districts outlying the western edge of the Phoenix metro area, including Agua Fria, Buckeye, and Saddle 
Mountain, SFB expects growth of 3.1%.   
 
In the other areas of the state, the board expects an increase of 8.4% in Pinal County, 1.4% in Yuma and 
La Paz Counties, 1.2% in Southern Arizona, 3.5% in Gila and Greenlee Counties, and a decline of (0.3)% 
in Northern Arizona for FY 2010.   
 
Due to the decline in the state’s housing market, student population is expected to grow slower than 
compared to the previous few years.  Even before the FY 2009 new construction moratorium was 
authorized, SFB put 16 of their new construction projects on hold due to student growth not materializing 
as fast as previously projected.   
 
Construction Schedule 
The board estimates it will oversee 15 new school construction projects in FY 2010.  Of the total, SFB 
estimates 6 prior year projects that began construction prior to the FY 2009 moratorium will be completed 
in FY 2010 and 9 projects will begin construction in FY 2010 as a result of the newly authorized federal 
bond program.  Of these 15 projects, 7 are currently above their student threshold.  This means that the 
district’s FY 2009 actual ADM count is above their district-wide ADM capacity.   
 
Cost Estimates 
The board estimates spending a total of $50.8 million in FY 2010, including:  
 
• $1.3 million for land.  This estimate is for Sahuarita Unified High School, which is the only project 

scheduled to break ground in FY 2010 that currently does not have land.  
• $49.5 million for construction projects.  Of this amount, SFB estimates that $12.9 million will be 

spent on completing construction for 6 prior year projects, $27.3 million will be spent on 10 new 
projects that will begin construction due to the newly authorized federal bonds, and $9.3 million will 
be spent paying off the remaining balances of 57 projects that have already completed construction.   

 
To finance the projected $50.8 million in expenditures, the board expects to use QSCB financing as 
authorized by the FY 2010 Education BRB.  The board expects to allocate funding from the following 
revenue sources:  
 
• FY 2010 beginning cash balance of $32.2 million.  
• $100.0 million in lease-purchase proceeds, which is expected to be issued in January or February 

2010.  This is based on the newly approved QSCB authority authorized by the FY 2010 Education 
BRB.   
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