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Item Name: Project Re-Approval for Interdisciplinary Science and Technology
Building 4, including Waiver of Board Policy Requiring Final
Guaranteed Maximum Price (ASU)

X] Action Item [ ] Discussion Item [ ] Information Item

Issue: Arizona State University requests project re-approval for the Interdisciplinary
Science and Technology Building 4 (ISTB 4), which received project approval
in September 2008. Board policy requires project approval re-submittal if
construction is not initiated within 12 months. Final guaranteed maximum
price will he submitted to the Canital Committee when develoned.

Previous Board Action:

FY 2006-2008 Capital Improvement Plan September 2004
FY 2007-2009 Capital Improvement Plan September 2005
FY 2006 Revised Capital Development Plan February 2006
FY 2008 Capital Development Plan June 2007

FY 2008 Amended Capital Development Plan December 2007
FY 2008 Revised Capital Development Plan January 2008
Project Implementation Approval March 2008
Project Approval September 2008

Statutory/Policy Requirements:

e Board Policy 7-109.B.3 requires Capital Committee review and Board approval of
projects with a total project cost over $20 million.

e Board Policy 7-109.D.3 requires projects be resubmitted for Capital Committee
review and Board approval if construction is not initiated within 12 months.

e Board Policy 7-109 requires GMP at Project Approval.
Background
3 This project received Project Approval in Sept. 2008. Over the past year,

economic conditions and other factors have delayed this project from going
forward as planned.

CONTACT: Morgan R. Olsen, Executive VP, Treasurer and CFO, (480)727-9920; Morgan.R.Olsen@asu.edu
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3 ASU and the Construction Manager at Risk (CMAR) are reviewing budget
estimates, and costs will be adjusted to current market conditions. ASU
anticipates that the new total project budget will be 10 to 15 percent less than the
previous budget.

3 The updated GMP will be determined by the CMAR in mid-to-late November. To
allow this project to proceed now in a timely manner, ASU is requesting a waiver
of ABOR policy 7-109, which requires projects to have a guaranteed maximum
price before receiving ABOR Project Approval.

3 The ABOR Capital Committee will be notified of the GMP prior to requesting
JCCR review.

Project Justification

3 ThelSTB 4 facilitywillf ur t her enhance ASUG6s strf@t egi c
interdisciplinary research. ASU has been on an upward trajectory of research
growth and constructing this facility will allow the university to continue to meet
its research objectives.

3 The School of Earth and Space Exploration (SESE) unites earth and planetary
scientists with astronomers, and has strong collaborative ties with several other
academic units at ASU, specifically the Fulton School of Engineering. Through
an aggressive program of expansion, the faculty will grow by roughly 1/3 over the
next few years. While maintaining core strengths and developing new
transdisciplinary linkages among the sciences, SESE will broaden its scope to
include engineering faculty with research interests in the development and
deployment of scientific instrumentation on Earth and in space. A dedicated
home for this School will better define the School to the public and allow the
faculty to aggressively pursue large scale funding projects that include climate
science, energy systems as well as planetary exploration.

3 An additional area for ISTB 4 is the continued advancement of engineering
research at ASU and the ongoing need to provide adequate and appropriate
research space for growth in areas such as materials science, bio-energy, and
systems engineering. Research in these areas has been accelerated by the
addition of new faculty members. The third area proposed for consideration in
ISTB 4 is for space needed by various researchers in chemistry and the
biosciences in the College of Liberal Arts and Sciences and would accommodate
spaces for new faculty hires, further allowing transdisciplinary interaction. All of
these areas of research in SESE, Engineering, and CLAS have strong thematic
and scientific connections.
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3 This project would allow ASU the best means of meeting the essential needs for
quality interdisciplinary research space and the core joint-user facilities in these
areas. The new facility will enable ASU to:

e Continue to recruit the best faculty, students, and professional staff.

e Compete in the global marketplace of ideas for federal and other research
funding.

¢ Implement advances in education and training for graduate and
undergraduate students.

e Engage the outside community.

Project Description and Scope:

3 Research activity at ASU has grown dramatically over the last several years,
rising from expenditures of $121 million in 2001-02 to $219 million in 2006-07.
This 80% increase has been made possible by two major factors: the investment
in new interdisciplinary research areas with novel approaches; and by the
investment by the University and the State in new facilities to support growth.
ASU6s plans have for some time included th
substantial research facility, and the trajectory of research funding indicates that
ASU is ready for this next level of infrastructure investment.

3 ISTB 4 is being proposed to meet the space needs for growth in targeted areas
that generate a high level of research volume. The new building is planned to
house the School of Earth and Space Exploration, Fulton School of Engineering
research programs including Environmental Engineering and Energy Research
Initiatives, as well as related research units from the College of Liberal Arts and
Sciences. These identified areas have been recognized as those most critical to
the development of ASU as a major research university and have the capacity to
win funding for large scale and complex interdisciplinary projects in areas of
climate science, energy sources, and earth systems that require particular
infrastructure needs not readily available on campus.

3 The square footage of the facility is proposed to be 293,000 square feet.

3 Review of the program included the best and most efficient balance between wet
and dry lab space as well as the balance between office and research space.
The high-rise building has been designed to control construction costs by
grouping office and lab functions to increase building efficiencies. Building
efficiencies were also increased by collocation of wet labs on the lower floors
and placing flexible office and dry lab space on the upper floors.

3 Wet lab space will be based on highly flexible modules. Other lab needs will be
less hood-intensive, and upper floor research will be desk research space. Clean
rooms and classroom space are also included. On the ground floor the plan is to
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house a 250-seat auditorium and gallery area that will serve as university
classrooms as well as an outreach function for both K-12 educational programs
and for-profit public events. This building is proposed to house the research
groups associated with approximately 60 faculty members in 73 dry lab modules
(including mass spectrometer and assembly clean rooms and labs), 81 wet lab
modules (including geochemistry labs), 15 general purpose lab modules, 60
faculty offices, 120 post-docs and 360 research assistants and graduate
students.

3 The planned building site is Lot 44 on the Tempe Campus. The site is located
south of Terrace Road, east of McAllister Avenue, north of the Combined Heat
and Power Facility (CHP), and west of Parking Structure 4

3 The power required for ISTB 4 will be provided by the adjacent CHP plant. ISTB
4 will be able to open with the existing CHP configuration. It should be noted
that an ongoing review of the future power needs and the current means of
providing back-up power to all of the existing and the planned buildings in that
guadrant of the campus is underway and preliminary findings indicate that the
already-approved Phase 2 of the CHP project may need to be pursued. ASU will
report on the outcome and implications of this study when it has been completed
and will seek separate project consideration if required.

3 To maximize the long-term investment in this important core campus facility, this
project will be built to last 50 to 75 years. The facility has been designed in
accordance with the ASU Design Guidelines, and will be constructed of high
quality, durable, maintainable materials and building systems to maximize energy
efficiency and minimize operational, repair and replacement costs.

3 In an effort to demonstrate the ASU commitment to responsible, sustainable
designand i n response to the Governords manda
a sustainable manner, this project is intended to receive at least LEED Silver
certification. LEED certification levels for future projects will be considered on a
case by case basis, depending upon the specific goals and needs of the
programs being served.

Project Delivery Method and Process:

3 This project is being delivered through the Construction Manager (CM) at Risk
method. This approach was selected for this project because it can save time
through fast-track project scheduling, it provides contractor design input and
coordination throughout the project, it improves potentially adversarial project
environments, and it allows for the selection of the most qualified contractor
team for each individual project. With the use of two independent estimates at
each phase, and low bid subcontractor work for the actual construction, this
method also provides a high level of cost and quality control.
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3

The CM at Risk was selected through the capital project selection committee
process prescribed by the ABOR Procurement Code. ASU received five (5)
responses to the project RFQ and three (3) of the responding teams were short-
listed for interview. A licensed contractor from the community was included on
the selection committee as required by Board Policy. The Design team was
selected through a similar ABOR process, and three (3) teams were interviewed
out of the eighteen (18) RFQ responses received.

Project Costs:

3

The estimated project budget in September 2008 was $185,000,000, and is
expected to decrease as was discussed in the background section. The original
budget represented a construction cost of $457 per square foot and a total
project cost of $631 per square foot. Revised costs are being negotiated and will
be adjusted to current market conditions. ASU anticipates a total project cost
savings of 10 to 15 percent will be realized.

The table below reflects comparable projects for the September 2008 project
budget, when the project originally received Project Approval:

Comparable Project Location | Project Size | Escalated
Const. Cost / SF

Biodesign Building A Tempe 177,000 gsf | $ 524/sf

Biodesign Building B Tempe 174,000 gsf | $ 503/sf

ISTB 1 Tempe 188,000 gsf | $ 466/sf

Average Comparable Project 179,666 gsf | $ 497/sf

For the September 2008 Project Approval phase, two cost estimates were
prepared independently by the Construction Manager at Risk (CMAR) and the
Ar chi t ect 6wnsdtant. Thesa estinmigs were then reconciled to
confirm accurate, competitive scope quantities and unit prices to form the GMP
for the entire scope of work. The CMAR estimate was made up of roughly 85
percent subcontractor bid commitments, O percent price projections from
subcontractors, and 15 percent estimates prepared by the CMAR.

A new GMP will be determined by the CMAR in mid-to-late November 2009.
Once the GMP is agreed upon, the CMAR will provide the completed project

within that price. A final report on project control procedures such as change
orders and contingency use will be provided at project completion.
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Project Status and Schedule:

3 Anupdated GMP will be determined by the CMAR in mid-to-late November. The
ABOR Capital Committee will be notified of the GMP prior to requesting JCCR
review.

3 General construction is scheduled to be complete in approximately 26 months.
Fiscal Impact and Financing Plan:

3 The funding source for this project would be system revenue bonds. Debt
service would be handled from a mix of sources including: projected growth in
indirect cost recovery sources; reallocation of existing local funds whose current
commitment as seed funds to other research projects will be ending by FY10 and
which will be available for reinvestment; and strategic investment funds currently
i n the Uni vwyear@danrtng liudgetmloviestment funds are used for a
wide range of projects and are generated in part by tuition. However, there are
no assumptions for future tuition policy/rate increases in the financial planning for
these investment funds beyond those already approved by the Board.

3 Analysis of the capacity of existing and future indirect cost recovery to generate
new funds has been completed, and is centr
pursue Project Approval. That analysis was also done in the context of a careful
assessment of ASU funding availability and the priority of the project within the
overall educational and research development needs of ASU.

3 Operations and maintenance costs are projected at $4,029,000 per year.
Funding would be pursued through the standard legislative appropriations
process for new facility support. The ability to cover these costs is included in
the planning of uses of projected indirect costs in the event that state funds are
not available.

3 This project was included in the debt ratio calculation in the ASU 2010 Capital
Development Plan, submitted in June 2009, which showed that ASU debt service
on al l out standing debt was 5.6% of the Un
(max 8%). This ratio excludes the SPEED projects. The debt service for this
project is .72% (72/100th of 1%) of ASU total projected expenditures (max 8%).

3 The estimated not-to-exceed cost of the issuance for ISTB4 is $2 million. There
is, however, significant uncertainty relative to the actual credit market conditions
in place at the time of the financing.
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Recommendation:

3 That the Board grant re-approval of Project Approval to Arizona State University
for Interdisciplinary Science and Technology Building 4, and a waiver of ABOR
policy 7-109, which requires projects to have a guaranteed maximum price
before receiving ABOR Project Approval.
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Capital Project Information Summary

University: Arizona State University

Project Description and Location:

Project Name: Interdisciplinary Science
and Technology Building 4

This project is planned to construct an approximately 293,000 gross square foot facility
at Lot 44 at the Tempe campus. The building will house office and support spaces,
circulation, meeting spaces and research spaces: wet and dry labs, teaching

laboratories, and computer labs.

Project Schedule:

Planning
Design
Construction
Occupancy

Project Budget:

Facility Useful life
Total Project Cost
Total Project Construction Cost

September 2004
February 2008
March 2010
May 2012

50-75 years (approx.)
$ 185,000,000
$ 134,000,000

Total Project Cost per GSF $ 631
Construction Cost per GSF $ 457
Change in Annual Oper. /Main. Cost:

Utilities $ 2,300,000
Personnel $ 781,000
All Other Operating $ 948,000
Subtotal $ 4,029,000

Funding Sources:

Capital
A.  System Revenue Bonds

$ 185,000,000

(Funding Source of Debt Service: Indirect Cost Recovery, Tuition and Other

Local Funds)

Operation/Maintenance

A. Funding Source: General Fund Appropriation, may be supported by Indirect

Cost Recovery

$ 4,029,000
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Capital Project Cost Estimate

University: ASU at the Tempe campus

Capital Costs
1. Land Acquisition
2. Construction Cost
New Construction
Renovation
Special Fixed Equipment
Site Development (excl. 2.E.)
Parking and Landscaping
Utilities Extensions

G. Other*
Subtotal Construction Cost

mmo o w»

3. Fees
A. Construction Mgr
B. Architect/Engineer
C. Other

Subtotal Consultant Fees

FF&E Movable

Contingency, Design Phase
Contingency, Constr. Phase
Parking Reserve

. Telecommunications Equipment
ubtotal ltems 4-8

0w ooN A

9. Additional University Costs
Surveys, Tests, Tempe Develop. Fee
Move-in Costs
. Printing Advertisement
. Keying, signage, facilities support
Project Management Cost (2.09%)
. State Risk Mgt. Ins. (.0034 **)
Subtotal Addl. Univ. Costs

TOTAL CAPITAL COST

TMOOW>

* Universities shall identify items included in this category

Project: Interdisciplinary Science & Technology
Building 4
Capital Project
Development Implementation Project
Plan Approval Approval

$ - $ - $ -
134,000,000 134,000,000
$ - $134,000,000 $ 134,000,000
$ - $ 1,000,000 $ 1,000,000
- 16,400,000 16,400,000
- 100,000 100,000
$ - $ 17,500,000 $ 17,500,000
$ - $ 8,000,000 $ 8,000,000
- 8,000,000 8,000,000
- 8,000,000 8,000,000
- 1,500,000 1,500,000
- 2,500,000 2,500,000
$ - $ 28,000,000 $ 28,000,000
$ - $ 520,000 $ 520,000
- 300,000 300,000
- 18,809 18,809
- 400,000 400,000
3,746,091 3,746,091
- 515,100 515,100
$ - $ 5500000 - $ 5,500,000
$ 140,000,000 $185,000,000 $ 185,000,000

** State Risk Management Insurance factor is calculated on construction costs and consultant fees.
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