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POSI TI ON STATEMENT: Presented HB 533 as sponsor.

PAUL FUHS

Wrld Trade Center Al aska

(No address provi ded)

POSI TI ON STATEMENT: Testified in support of HB 533.

JOHN BI TNEY, Legislative Liaison

Al aska Housi ng Fi nance Corporation (AHFC

Departnent of Revenue

PO Box 101020

Anchor age, Al aska 99510-1020

POSI TI ON STATEMENT:  Descri bed what the bill does and what it is
based on and explained the role of AHFC in the financing of
HB 533.

ACTI ON NARRATI VE

TAPE 02-55, SIDE A

Number 0001
CHAIR JOHN COGHI LL called the House State Affairs Standing
Commttee neeting to order at 8:07 a.m Represent ati ves
Coghill, Fate, Stevens, WIlson, and Crawford were present at the
call to order. Representative Janes arrived as the neeting was
i n progress.

HB 533 - AHFC FI NANCI NG OF GOVERNMENT OFFI CE BLDG

Number 0092

REPRESENTATI VE JOE GREEN, Alaska State Legislature, sponsor,
presented HB 533. He told the commttee that while there are
offices available in Anchorage, there are really none avail able
to handle large groups of people, such as the Legislative
Information Ofice (LIO. Not too |long ago the Bank of Anerica
bui l di ng was purchased, and it houses several different groups
from the agencies, but it's full now He told the committee
that the lease for the LIOWw Il expire next May. Space has been
| ooked for, but the current rent is going to double, and the
facilities are not actually as good as they m ght be.

Nunber 0195
REPRESENTATI VE GREEN noted that he has been trying to find

pl aces to house the LIO and hasn't really conme up with nuch, and
it's probably going to take a new buil di ng. He suggested that
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here is an opportunity to house the LIO as well as bring in

several state and federal agencies. It will allow for nore
efficiency and save the state noney. He told Chair Coghill that
he thought this bill canme about from a subcommttee of the
Legi slative Council, which has been working on office space for

the past 2.5 nonths.
Number 0330

PAUL FUHS, World Trade Center Al aska, told the commttee that he
has been working on this for about 15 years, since he was mayor

of Dutch Harbor. There is a lot of support from fishery
agencies in Wstern Aaska for a $50 nillion project in
Anchorage that can be the service center for the fisheries in
Alaska rather than in Seattle. He acknowl edged that s
significant. For Alaska fisheries to be effective overall,
there needs to be a clear focus, and people need to work
t oget her. The research needs to tie together wth the

managenment and the business developnment, and co-locating a
building like this is a way to do that.

Number 0439

MR. FUHS indicated that the best exanple of this is the Ronald
Reagan World Trade Center in Wshington, D.C It houses the
US Departnent of Commerce and all the international trade
offices in Washington, D.C. in about a 1.3 mllion square foot
bui | di ng. The nodel is this public/private partnership of a
building with a mssion for a purpose. Some of the state and

federal fisheries agencies should be coordinating nore closely,
such as the National Marine Fisheries Service and the Al aska
Departnent of Fish & Gane, he said. Many of them have shared
overlapping jurisdictions over fisheries, and a lot of the
research isn't even done in Al aska; the Al aska Fisheries Science
Center is in Seattle. It has about 300 enpl oyees that should be
| ocated in Alaska who do research for the North Pacific Fishery
Managenment Council and all the allocations for the Bering Sea.

Number 0526

MR FUHS noted that this building wuld encourage program
efficiencies, but it would also be a cost savings. |If the state
owns the building, it saves noney. Al aska Housing Finance

Corporation (AHFC) has financed other buildings, and actually
AHFC owns the state office buildings in Juneau and Fairbanks and
some other buildings under the old ASHA (Al aska State Housing
Aut hority).
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Number 0573

MR. FUHS said al nost every one of these agencies wouldn't be
taken out of a private building. The permtting agencies could
be | ocated together - the Arny Corps of Engineers is out on the
base and people alnbst can't get there anynore because of
increased security at the base. The North Pacific Fishery
Managenment Council is in the old federal building, and the
federal GSA [General Services Adm nistration] wants nore space
in the federal building in Anchorage for the court system and
would like to nove sone people out. The National Marine
Fisheries Service, NOAA [National OCceanic and Atnospheric
Adm ni stration], and sonme of these other agencies are in the
federal building, so it looks |like a pretty good fit to bring
them together into one facility that could provide a clear
focus, he said.

MR. FUHS enphasized that this would not take a single person
from those offices in Juneau or Kodi ak. He told the commttee
that the U. S. congressional delegation is very supportive of
this concept. He indicated that the genesis of this was the
fisheries agencies, but in talking wth people about the
frustration with the LIO space, it was discussed that it could
be designed to include the LIO and save the state some nobney in
the long term

Number 0729

MR. FUHS assured the conmittee that this is not sone kind of a
capital nove in disguise. This legislative space is needed in
Anchorage anyway, regardless of anything else that happens.
This building should be built for security, and that needs to be
t hought about now. From his experience as an expl osives expert,
he told the commttee that many of the facilities occupied by
the State are extrenely vulnerable to that type of attack.

MR FUHS explained that the $50 nmillion cones from building a
facility that would have about 200,000 square feet, which is the
estimate for the agencies that would occupy the building. It
woul d i nclude about 25,000 square feet for the |egislature and
maybe anot her 30,000 square feet for fish and gane or sone other
state agencies, and the rest would be federal agencies. The
AHFC owns about two bl ocks around the Atwood Building which is
one possible site. Oher sites |ooked at include Ship Creek and
the McKay Building, but the site near the Atwood Building offers
coordination with the agencies there.
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Number 0860

MR. FUHS referred to the nmaintenance issue. He noted that in
the Atwood Buil ding, a certain amunt of the rent is
specifically set aside for |ong-term maintenance, and that is in
the contract for the rent. There is also a private property

manager that | ooks out for the building and is accountabl e.
Number 0941

JOHN  BI TNEY, Legi sl ative Liaison, Al aska Housing Finance
Corporation (AHFC), Departnent of Revenue, told the conmttee
that AHFC doesn't have any position either for or against
HB 533; he just wanted to describe what the bill does and what
it is based on. The bill authorizes AHFC to enter into
agreenents in order to lease facilities to the state, federal
or municipal entities, he explained. This is an old ASHA
statute from the old public building finance Act. It has been
used by the state nunerous tines over the years to use the state
housi ng authority as a financing agent for |easeback finances.
A financing vehicle is being generated to take advantage of
various tax provisions and tax advantages as a governnental
entity in order to achieve some savings and get a building that
t he state owns.

Number 1050

MR. BITNEY noted that there is nothing in the bill that would
harm AHFC. The bill authorizes the corporation to do this
proj ect. The authority in the bill is fairly broad. He had
prepared a zero fiscal note for the bill. He indicated that in

any type of agreenent like this, AHFC wouldn't be putting noney
in, it would be providing the technical expertise of putting the
financi ng together. If the legislature and the governor are
willing with this piece of legislation, the AHFC would proceed
with negotiations with the developer and with the entities.
There would be a board approval process at AHFC in order for
this deal to go forward.

MR. BITNEY referred to the stack of docunents and expl ai ned that
they are just an exanple of the kinds of docunents needed to do
sonething like this. I ncluded are an official statenent on the
bond on the Atwood purchase, the |ease agreenents, tax rules

and the kinds of issues it would go into with the rating
agencies. He said he wanted the commttee to know that there is
a trenendous anmount of work that goes into deals such as these

HOUSE STA COW TTEE - 5- May 9, 2002



before any kind of purchase or new construction is pursued. The
estimtes he provided with the sheet attached to the fiscal note
are just various financing rough assunptions using basic tax-
exenpt rates conservatively of about 6 percent over a 20-year
term By |ooking at the spreadsheet, the conmmttee can estinmte
sone of the estimated debt service costs in various square foot
Si zes. He told the commttee that over the life of a building
over 50 years, there would be savings to the State for using
this kind of financing.

Number 1275

CHAIR COGHI LL asked how the municipality feels about the state
ownershi p of the Atwood Buil di ng.

Number 1330

REPRESENTATI VE GREEN referred to a letter of support from
[ Anchorage] Mayor Wierch [included in the conmittee packet].

MR. FUHS clarified that the letter from Mayor Werch was when
they were talking about the Wrld Trade Center building, and

this would be a privately developed world trade center. I t
woul d be closely co-located, but it would be privately financed.
Even though the nunicipality supports the overall concept, it

does have sone issues with taxes; it would prefer that every
buil ding be taxable in the conmunity, he said. M. Fuhs stated
his belief that the private portions in the Atwood Building are

t axabl e. In this case, any world trade center private
functions, fishing groups, and foreign consulates would all be
t axabl e. [Building] this isn't done to try to get out of

property taxes; that's a mniml advantage. The real advantage
is the tax-exenpt financing that saves noney.

CHAI R COGHI LL expressed concern about the broadness of the bil
and wondered if all municipalities would have the possibility of
havi ng a greater governnment structure buil ding.

Nunber 1497

MR. BITNEY replied that the authority would be there per the
anendnent by the legislation, but each project under that
statute does require an authorization by |aw of the |egislature.

CHAIR COGHI LL said one of his concerns for Alaska is the ever
growi ng governnental entity, t he nonprofit entity, t he
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di mnishing private entities, and the econony being structured
by that dynam c

REPRESENTATI VE GREEN commented that this bill would free up the
space being occupied by these agencies for tax returns for the
city.

Number 1557

REPRESENTATI VE W LSON asked if there was a possibility that a
private group could build and own the building, and the state
could rent it.

MR. FUHS replied that that could be done, but the state woul dn't
be able to take advantage of the tax-exenpt bonds, and the rea
savings are when the state owns its own buildings rather than
| eases them

REPRESENTATI VE GREEN said that is one of the problens in trying
to find space for the LIO  There are buildings being built, but
the unfortunate part is they don't have the benefit of tax-
exenpt bonds, so their costs are higher; therefore, the rents
are higher.

Number 1622

REPRESENTATI VE W LSON enphasized the inportance of having a
policy for the maintenance costs. She wondered what would
happen if there weren't enough renters to cover the costs.

MR. FUHS expl ai ned that HB 533 authorizes AHFC to talk to people
about that, along with the developers and the world trade
center. Al the agencies are interested in it. It allows AHFC
to ask the agencies how long of a term of contract it can sign.
Not hi ng goes forward until the AHFC board says this is a sound

busi ness deal, and the board votes on it. R ght now there are a
lot of interested people, but they wll be able to nake a
commtment once there is the financing behind it. He said that
the problem is it has been so theoretical, but wthout a
specific project and authorization, how does it becone real.
That's what this does. It is very critical for the fisheries to
be efficient and wrk together wth all the research,

managenent, and busi ness devel opnent.

Nunber 1790
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MR BITNEY confirned that the nmintenance would be included in
t he contractual | easing.

REPRESENTATI VE WLSON comented that since the terrorist
attacks, insurance for governnment buildings is horrendous, and
there is no way to estimate that cost. | f sonmeone el se owned
the building, it would be his/her responsibility to have those
i nsurance costs. She said it sounds really good but wants to be
sure all the negatives have been explored, so the state isn't
| eft hol di ng the bag.

Nunmber 1853
REPRESENTATI VE GREEN commented that one of the problens now is

to try to secure the LIO and it cannot be done unless
additional space it doesn't need is purchased and the security

is put in at the entrance. This bill would allow for a
conpletely secure building, which would reduce the anount of
cost. He comented that if those costs are going to be incurred

by sone other owner, they will be passed on [to] the renters.

MR. FUHS clarified that the documents provided by AHFC include
mai nt enance and operation costs, and the noney will be set aside
for mai ntenance. It's based on the formula used at the Atwood
Building, which is about 85 cents per square foot per year.
About $1.8 nmillion a year is generated for mmintenance in the
At wood Bui | di ng.

Number 1984
REPRESENTATI VE FATE asked if this is going to nmake or break the
Wrld Trade Center or vice versa. He said it seens to himthat

two different concepts of use are being tal ked about.

MR. FUHS indicated that the exact purpose is to conbine the
government research and regulatory agencies with the business

devel opnent si de. He explained that the world trade center
hol ds the license and is a franchise. There are 350 world trade
centers all over the world. It's not going to nake or break the

world trade center financially. What is does nmake or break is
pulling the fisheries and natural resources together wth
busi ness devel opnent to nake it work. The problemis a program
efficiency issue of coordination between agencies. |It's also an
i ssue when people cone in from out-of-town and everything is
scattered all over. The Denali Conm ssion is |ooking at putting
noney into this project, because people in rural Al aska need a
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central focus for resources and fisheries. The conm ssion sees
it as a bridge between urban and rural Al aska.

Nunber 2072

REPRESENTATI VE FATE asked if this wll be a world trade center
that houses different parts of governnent.

MR. FUHS replied that it can be nanmed anything the | egislature
wants. The idea is to put together a canpus. This bill allows
AHFC to own all or a portion of the building. It could be nade
into zero lot |ines or condom niuns, where people owned certain
fl oors. It mght even be possible there would be a federal
appropriation to have sone federal bill paid for as capital up
front, and that part wouldn't be financed. This allows AHFC the
flexibility to put together those pieces that make it work
financially.

Nunmber 2138

REPRESENTATI VE FATE asked if private organizations wll find
cheaper rent housed in structures that have had this tax
advantage in construction through the bonding nechanism than
they would find in the private market.

MR. FUHS answered no. The private portions of this wll be
privately financed; they would just be co-located in the
facility. He explained that tax-exenpt bonds cannot be used for
private devel opnent.

Nunber 2170

REPRESENTATI VE STEVENS asked about the capital nove issue and
the tineline on the building.

REPRESENTATI VE GREEN said no one is being brought in who isn't

already there except the people in Seattle. As M. Fuhs
indicated earlier, people are not being comrandeered from the
Bush or Juneau. Representative Green agreed that it is true

that this won't be done in tine to satisfy the concerns
regarding the LIO which would require an extension of the
existing |lease - and that opportunity is available - but the LIO
woul d rather have a year-to-year |ease until this building was
finished rather than another decade | ease.

REPRESENTATI VE STEVENS asked if this is a subterfuge to nove the
capi tal
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REPRESENTATI VE GREEN enphasized that it is not intended to be.
He reiterated that no one is being brought in who isn't already
in Anchorage other than the people from Seattle. As far as he
knows, this is in no way tied to trying to nove the capital. He
said he personally does not want the capital noved. He said he
thinks that is a m stake.

Number 2300

MR. FUHS referred to the question about the timng and told the
commttee that the Dbest-case scenario would be a building
conpleted in two years, but three years is nore realistic.

Nunber 2331

REPRESENTATI VE JAMES expressed support of this proposal even
t hough she didn't hear all the testinony. She commented:

| think this is the kind of developnent that we can
gr ow. | spent sone tine in Calgary, Al berta, and the
mentality that's going into this process is exactly
what they did to build thenselves. |If you hadn't been
there 20 years [ago] and now, you'll see the tall,
hi gh buildings, and alnost all of the oil industry is
| ocated in Al berta. That's not because that's where
all the oil is, it's just because that's where they
are because they were invited in ... J[and] given
really good opportunities to cone.

Nunber 2379

REPRESENTATI VE JAMES nentioned that the airport in Calgary is
the reason she filed a piece of legislation to have the airports
in Anchorage, Fairbanks, and Cold Bay in a port authority which
woul d be conbi ned on one bal ance sheet and run as a business, as
opposed to a state-operated facility, sinply because she said
she believes that Al aska should start conpeting wth outside
Al aska instead of within Alaska for these uses. She wasn't able

to sell that to the Fairbanks fol ks, because they still don't
trust Anchorage very nuch. Over time people have to understand
that they live in a state, so, therefore, they need to
cooperate. She asserted that Anchorage needs to be the economc
center of Al aska because it is the only place it will work, but
Fai rbanks does have a role. If there can be a better

relationship between the people in Anchorage and Fairbanks not
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to be parochial about the issues but to be supportive of what is
good for the state as a whole, they can get there.

Nunber 2429

REPRESENTATI VE JAMES enphasized that she is not wlling to
purchase or construct a state-operated facility wthout having
t he provision of naintenance.

Nunmber 2606

MR. FUHS said one additional twist on the private space in the
Atwood Building is that there is enough in there now that it
doesn't qualify for the full tax advantage it could. |If sone of
the private tenants could be put into the Wrld Trade Center
there would be a substantial tax break on the Atwood Buil di ng.

REPRESENTATI VE WLSON asked how many legislators are in the
building with the LIO

REPRESENTATI VE GREEN answered there are 17 representatives and 9
Senators that have access to that building.

REPRESENTATI VE W LSON comented that she wasn't sure it was w se
to have legislators in the sanme building as a world trade
center, in terns of security.

Number 2700

REPRESENTATI VE FATE asked what strain, if any, does this place
on the bondi ng capacity of AHFC

Number 2715

MR BITNEY replied that there are a nunber of different
structures that the financing could take. General ly, Standard
and Poor looks at the lease and the subjectivity of the
appropriation. The AHFC s idea is to structure the financing so
it gets the rate down as |ow as possible, realizing there has to
be sonme risk of appropriation. The only fiscal note on this
bill is the zero fiscal note from AHFC. However, if public
agencies are going to cone into the building, they would have
fiscal notes for their |ease paynents, which would be used for
the debt service paynents, and those would have to show up in

the budget sonewhere down the road. Until the financing
structure is established, he doesn't have a good answer to the
guesti on. He is just relaying sonme of the types of
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consi derati ons. Whether or not there would be additional
general obligation capacity for AHFC to put towards this
project, he doesn't know right now. That would be the ultimte
intrying to drive down the cost of funds for this project.

Nunber 2832

MR. BITNEY noted that if it were structured to be just sinply
tied to the |l eases on the building and the appropriation risk of
the legislature, that would not take as nuch "bondi ng capacity"”
or eat into their credit; however, the question would be to what
extent not having that in there may increase a few basis points
on the deal. Those are the judgnent calls the corporation gets
into when trying to figure out what's the best way to capture
t he | owest cost of funds.

REPRESENTATI VE FATE asked what this will do to the short-term
bottom i ne of AHFC.

Nunber 2901

MR. BITNEY replied that he didn't believe it would hurt AHFC in
the short-term because AHFC doesn't envision anything other than

staff resources for putting the deal together. The only inpact
to the bottom line - because this is a separate function than
the nortgage operations - would just be the diversion of the
attention of staff from doing other things for sone period of
tinme. He added it was done successfully with the Atwood
Bui | di ng purchase. He comented that AHFC doesn't envision
putting any of its own resources into this; it doesn't envision
maki ng any noney. It's |looking at the sanme kind of structure as

the Atwood Building, where AHFC gained nothing from that
financing, other than it was a service to the state.

MR. BITNEY responded to a question that the only affect to AHFC
woul d be sonewhere down the road if there was a default on the
part of the lessors. He nentioned that paynents had al ways been
made on time in other projects.

TAPE 02-55, SIDE B
Nunmber 3006

REPRESENTATI VE JAMES responded to the concerns about security.
She commented that she has a bigger fear of earthquakes rather
than terroristic activities. She assunes that this building
would be built in a way to protect it from earthquakes as best
as it can.
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REPRESENTATI VE JAMES supported putting a world trade center in
Anchorage. She commented that it is very inportant to focus the
world trade negotiations and the marketing into one area of
growh, as opposed to conpeting anongst each other [or]
conpeting outside Al aska's borders. She said that Al aska has a
lot to sell and would have a |ot of buyers if it shows a united
front.

Number 2908
REPRESENTATI VE STEVENS asked about the parking issue.

MR FUHS said there have been prelimnary discussions wth

Anchor age about that. The parking authority in Anchorage has
paid off all its debts and could finance additional parking.
That is another detail that needs to be worked through, he

noted. He suggested a mass transit center that could facilitate
carpooling should be |ooked at, and transportation planning
around that area shoul d be done.

Number 2858

REPRESENTATI VE FATE noved to report HB 533 out of commttee with
i ndi vidual recommendations and the acconpanying zero fiscal
notes. There being no objection, HB 533 was reported out of the
House State Affairs Standing Commttee.

ADJ OQURNVENT

Nunmber 2823

There being no further business before the commttee, the House

State Affairs Standing Conmttee neeting was adjourned at
8:57 a.m
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