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Community anti Regional Affairs; Committee

TO: S e n a t e  C & R A  M e m b e r s  A p r i l  30, 1987

F R O M : S e n a t e  C & R A  StaffJ

RE: C S H B  9 (Finance) - "An A c t  r e l a t i n g  t o  p r o j e c t e d  o p e r a t i n g  

a n d  m a i n t e n a n c e  c o s t s  of c a p i t a l  i m p r o v e m e n t s . "

T h i s  b i l l  w o u l d  r e q u i r e  t h a t  a n y  l e g i s l a t i v e  a p p r o p r i a t i o n  for 

p r o p o s e d  c a p i t a l  i m p r o v e m e n t s  b e  a c c o m p a n i e d  b y  a f i s c a l  n o t e  

s h o w i n g  t h e  p r o j e c t e d  y e a r l y  o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s  

of  t h e  l i f e  of t h e  i m p r o v e m e n t .  T h e  f i s c a l  n o t e  w o u l d  a l s o  

s h o w  t h e  s o u r c e  of t h e  funds.

In t h i s  p a c k e t  is a m e m o  f r o m  t h e  s p o n s o r ,  a z e r o  f i s c a l  n o t e  

f r o m  D O T / P F ,  e x i s t i n g  f i s c a l  n o t e  s t a t u t e s ,  g r a p h s  s h o w i n g  

c o n s t r u c t i o n  c o s t  v e r s e s  l i f e t i m e  O & M  costs, c o p i e s  o f  t h e  

f o r m  t h a t  a r e  c u r r e n t l y  u s e d  t o  c a l c u l a t e  costs, a n  e x c e r p t  

a d d r e s s i n g  fi s c a l  n o t e s  f r o m  t h e  f i n a l  r e p o r t  of  t h e  A l a s k a  

L e g i s l a t i v e  P r o c e d u r e s  S t u d y  b y  t h e  N a t i o n a l  C o n f e r e n c e  o f  

S t a t e  L e g i s l a t u r e s ,  and a r e p o r t  b y  H o u s e  R e s e a r c h  on t h e  

e f f e c t  o f  c a p i t a l  p r o j e c t s  on o p e r a t i n g  b u d g e t s .

T h e  a d m i n i s t r a t i o n  is n e u t r a l  on t h i s  i s s u e  a c c o r d i n g  to  

r e p r e s e n t a t i v e s  of  DOT/PF.
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M E M O R A N D U M

To: H o u s e  M e m b e r s

From: Rep. M i k e  D a v i s

Date: A p r i l  15, 19 8 7

Re: C S H B  9 ( F i n ) ; R e l a t i n g  t o  p r o j e c t e d  o p e r a t i n g  a n d
m a i n t e n a n c e  c o s t s  o f  c a p i t a l  i m p r o v e m e n t s .

T h e  p a s s a g e  o f  C S H B  9 w o u l d  p r o v i d e  b u d g e t a r y  r e f o r m  in 
t h e  d r a f t i n g  o f  t h e  s t a t e ' s  c a p i t a l  b u d g e t .  T h i s  b i l l  w o u l d  
c r e a t e  g r e a t e r  f i s c a l  r e s p o n s i b i l i t y  in t h e  s t a t e  b y  p r o­
v i d i n g  l e g i s l a t o r s  w i t h  a n  a s s e s s m e n t  o f  t h e  p r o j e c t e d  
o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s  of  a c a p i t a l  i m p r o v e m e n t  u n d e r  
c o n s i d e r a t i o n .  C S H B  9 a p p l i e s  o n l y  t o  c a p i t a l  i m p r o v e m e n t s  
t h a t  h a v e  b e e n  s u b m i t t e d  i n  l e g i s l a t i o n .

C S H B  9 r e q u i r e s  t h a t  p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e n a n c e  
c o s t s ,  a n n u a l i z e d  o v e r  t h e  l i f e  o f  t h e  c a p i t a l  i m p r o v e m e n t ,  b e  
i n c l u d e d  in  a f i s c a l  n o t e  a t t a c h e d  t o  a n  a p p r o p r i a t i o n  b i l l  
b e f o r e  t h e  b i l l  i s  p a s s e d  o u t  o f  t h e  f i r s t  c o m m i t t e e  o f  
r e f e r r a l .  T h e  f i s c a l  n o t e  m u s t  a l s o  i n c l u d e  t h e  s o u r c e  of 
f u n d i n g  f o r  t h e  o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s .  C S H B  9 a l s o  
r e q u i r e s  t h a t  t h i s  i n f o r m a t i o n  b e  i n c l u d e d  i n  t h e  g o v e r n o r ' s  
e c o n o m i c  d a t a  a n d  p r o j e c t i o n s  f o r  u s e  in e v a l u a t i n g  t h e  
s t a t e ' s  c a p i t a l  i m p r o v e m e n t s  p r o g r a m .

U n d e r  t h e  p r o v i s i o n s  o f  C S H B  9, u l t i m a t e  r e s p o n s i b i l i t y  
f o r  p r o v i d i n g  t h e  p r o j e c t e d  O & M  c o s t s  in t h e  f i s c a l  n o t e  
r e s i d e s  w i t h  t h e  l e g i s l a t o r  r e q u e s t i n g  t h e  c a p i t a l  i m p r o v e m e n t  
t h r o u g h  l e g i s l a t i o n .  P r o j e c t e d  O & M  c o s t s  w o u l d  b e  r e c e i v e d  b y  
a s k i n g  t h a t  t h i s  i n f o r m a t i o n  b e  p r o v i d e d  b y  t h e  p a r t y  r e q u e s t­
ing t h e  c a p i t a l  i m p r o v e m e n t .

T h i s  l e g i s l a t i o n  is n o t  e x p e c t e d  t o  be  c o s t l y  o r  b u r d e n­
so m e  t o  r e q u e s t o r s  of  s t a t e  g r a n t s  f o r  c a p i t a l  i m p r o v e m e n t s ,  
a n d  p r o j e c t e d  O & M  c o s t s  c o u l d  b e  d e t e r m i n e d  a t  t h e  s a m e  time 
t h a t  t h a t  t h e  c o s t  is d e t e r m i n e d  f o r  t h e  c a p i t a l  i m p r o v e m e n t  
itself. S t a t e  a g e n c i e s  a n d  s o m e  m u n i c i p a l i t i e s  a l r e a d y  
p r o v i d e  p r o j e c t e d  O & M  c o s t s  in t h e i r  c a p i t a l  i m p r o v e m e n t  
r e q u e s t s .
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The Alaska Legislature should develop 3 standard form for 
capital projects wni~ch oescnoes t.ne purpose of ana neeo for 
eacn project. A completed fo*~m shoula actompany eac.n pro­
posed capital project ana be availeole for ouoTic 
inspection.

Piscussion: In order to make well-informed decisions about capital
projects, legislators need detailed information on the purpose of and need 
for each- proposed project. Several legislators expressed frustration ever 
the often inadequate documentation for proposed capital projects--especia!ly 
local projects.

The standard form should include, at minimum, the following elements:

• Project title

• Project purpose

• Project justification (e.g., neeced to protect health 
or welfare of citizens, to respond to court order, to 
encourage economic development, etc.)

• Alternative ways of dealing with the prcoie-n at hand

e Alternative funding sources if project is not funded 

j

• Estimated capital expenditure requirements over the _ 
next five years, by year

i Estimated operating expenses which will be generated 
by this project, over the next five years, by year

A compendium of the completed capital project forms should accompany the 
proposed state and iocal capital budgets when they are taken up ror tonsic- 
eration by the finance committees.

3. Legislative Finance Division staff or consultants should _be
r e s p o n s i b l e  for  r e v i e wing a i 1 c a p i t a I p r o j e c t propose : s :  c
TJZ ~  ;ne 77s.: ai 'iotas inc! uaeo ? r ? is.mabi e.
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April 4, 1983

MEMORANDUM

TO: Representative Hugh Malone

FROM: Jack Kreinhede
Research Staff

RE: Effect of Capital Projects on Operating Budget 
Research Request 83-59

Royce Weller of your staff requested that we provide the following 
information on the effect of capital projects on the State operating 
budget:

• a general discussion of the responsibility (local vs. State) 
and operating costs for different types of capital projects, 
such as schools, roads, and offices;

• an estimate of the increase in the operating budget over the 
last five years which was caused by new capital projects; ana

• an index of operating costs for various types of capital oro- 
jects on a unit basis, such as per square 'foot for buildings 
and per lane mile for roads.

It was not possible, within the research time available for this 
request, to determine the operating budget impact of all capital 
projects over the last five years. The section on this topic focuses 
on four of the State agencies most affected by the operating costs 
of capital projects, and on debt service for bonded projects. The 
budget information which was used for the analysis has several limita­
tions which are discussed in that section. If you would like more 
comprehensive information on the operating costs of capital projects, 
we may be able to do additional research later this session or during 
the interim.

RESPONSIBILITY FOR OPERATING COSTS

A considerable portion of State capital spending over the last sever’! 
years has been in the form of grants to municipalities. In nearly 2i' 
cases, local governments ire responsible for the operation and -a ;~- 
tenance of capital projects built witn Itate :ronts. "bus, vp-t tre
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April 4, 1983
Page 2

State's perspective, the impact of capital spending on the State's 
operating budget has been much smaller than would have been the case 
if most capital spending was for projects under State responsibility. 
Nearly all port and harbor facilities are also operated by munici­
palities, so that State spending on harbor improvements does not have a 
direct impact on the State operating budget.

For some types of capital projects, most notably school construction
and projects in small commun ties, the responsibility for operating 
costs is not clear-cut. In t h : case of schools, ooerating and normal 
maintenance costs are paid, at least initially, by the local scnool 
districts and Rural Educational Attendance Areas (REAAs). State educa­
tion funding under the foundation program is based primarily on atten­
dance (number of students), not on school operating costs. Therefore, 
when the State builds a school or provides a grant to a municipality 
to build a school, the district's or REAA's funding is not directly 
increased to pay the cost of operating the school. In this sense, it 
is the school districts and REAAs that are directly responsible for 
operating costs.

However, as you know, the State provides most of the operating funas 
for the school districts and REAAs through the education foundation 
program. In FY 81, the State provided an average of 73 percent of 
total revenues for school districts and 87 percent of total revenues 
for RFAAs.l These figures make it evident that over the long run, 
the State indirectly pays most of the operating costs of new school 
facilities. State funding for school districts and REAAs increased
by 60 percent from 3319.2 million in FY 81 to 3509.1 million in FY S3.
This increase in funding paid for growth in the number of students and 
teachers, new programs, and the effects of inflation, as well as the 
cost of operating new schools.

The situation with capital projects in small communities is similar.
Although the communities may be responsible for operation and main­
tenance of facilities, roads, and other projects, most of their 
revenues are received from the State through revenue sharing, municipal 
assistance, and other programs. The impact of these local capital 
projects on the State's operating budget depends on one's perspective. 
Conceivably, if State revenues fell dramatically, the State could reduce 
assistance to municipalities and let them maintain their capital 
facilities as best they could. However, if these facilities are to be 
proper’y maintained, much of this money will have to come from r.K^ 
State.

■ Source: Repartment of Education 1982 Annual ’••jior-
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TYPES OF CAPITAL PROJECTS

It is important to consider the effect of different types of capital 
projects on maintenance and operations (M&fl) costs. A review of the 
capital budgets enacted by the legislature for the past several years 
indicated that a large percentage of capital appropriations were 
improvements or replacements for existing facilities, rather than new 
projects. Any type of repair or maintenance item of SPS.OOf) or more 
is usually budgeted as a capital project, rather than as an operating 
item. Capital improvement projects can increase operating costs if a 
building is enlarged or a road is widened from two lanes to four, hut 
operating costs can also decline when inefficient, high maintenance 
buildings and deteriorated roads are replaced or improved.

Rased on my review of the FY 83 capital budget, about 17 percent of 
the appropriations had a possible operating budget impact. This figure 
does not include municipal grants, except for school construction, which 
are included. For FY 82, about 38 percent of the appropriations had a 
potential operating budget impact, indicating a larger proportion of 
spending for "new" projects and State-owned projects in this year.

The variability of maintenance and operating appropriations also affects 
the relationship between capital and operating expenditures. The 
various maintenance units in the Department of Transportation ana 
Public Facilities frequently stated in their budget requests that 
maintenance work had previously been budgeted at a very minimal level, 
with most major maintenance deferred indefinitely. This type of budget 
approach would reduce the operating impact of capital projects in the 
short run, but would also, decrease the useful life of most facilities. 
In addition, if maintenance is deferred until it becomes a major 
renovation, the appropriation for this renovation would then show uo 
in the capital budget rather than the operating budget.

OPERATING BUDGET INCREASES RESULTING FROM CAPITAL PROJECTS

Debt Service for Bonded Projects

Debt service on general obligation bonds issued by the State is not an 
operating cost in the normal sense of paying for the actual operation 
of a capital project. The basic difference between bonding for a 
capital project and appropriating cash is that bonding spreads the 
appropriation over a long period of time (which of course requires 
interest payments). However, debt service on the State's boncea 
indebtedness is appropriated in the operating budget; therefore, bond­
ing capital projects increases the operating budget in subsequent 
years. !n iddition, the payment of debt service is similar to :tber 
M.W costs in that it is i long-term ooligation */ucn resuits *rrn t~e 
construction of capital projects.
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Historical and projected debt service payments from FY 74 to FY 34 ire 
as follows (in millions of dollars):

FY 75 $30.1 FY 30 $75.1
FY 76 35.1 FY 81 97.6
FY 77 41 .9 FY 82 102.4
FY 78 50. n FY 83 141.7
FY 79 60 .0 FY 84 173.7

Source: FY 84 Executive Capital budget, P. 7

For the most recent five years from FY 79 to FY 33, debt service 
payments have increased by about $32 million, during the same perioo, 
the general fund operating budget increased by ‘1.H4 billion, from 
$383 million in FY 79 to $1.93 billion in FY 33. The increase ■ n 
debt service therefore accounts for about 3 percent of the grewth in 
the operating budget for these fiscal years.

nebt service payments differ from other M&O costs because, in Alaska, 
the payments generally extend for only 10 to j.5 years, rather than 
for the useful life of the capital project being bonded. !n order 
to enhance and maintain the State's credit rating, the term of general 
obligation bonds has been tailored to the projected revenue decline 
beginning in the late 1980s. This shorter term means that the annual 
operating costs of bonded capital projects will decline in later years 
when the bonds are repaid and debt service payments end. However, 
this decline could be partially offset by increased maintenance costs 
for ol der faciliti es.

Agency Operating Costs for Capital Projects

The State agencies which have seen the largest increases in operating 
costs as a result of recent capital projects include:

-- Department of Transportation and Public Facilities 
-- Division of Corrections (Department of Health and Social 

Services)
-- Department of Fish and Game (hatchery program)
-- University of Alaska

There are a number of other programs for which operating costs nave 
increased as a result of capital projects, such is health clinics, 
pioneers' homes, recreational facilities, ind water inn sewer projects. 
However, compiling all the capital project oper.itinn costs ‘‘nr th^s-1 
and other programs would take considerably more research c m e  *han t"-? 
eight staff days that were available -'or this request.
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The primary method used to determine the additional operating cos 
for capital projects was a review of agency budget requests. When 
each.State agency submits its budget request to the Dovernor's Office, 
it is required to justify any additions to its budget above the con­
tinuation level (which is basically the prior year's budget adjusted 
for inflation and other factors). In theory, any additional costs for 
operation, maintenance, or personnel from new capital projects should 
be found on these budget forms. The FY 84 budget forms now include a 
space for listing the specific capital project which required the 
additional costs; however, this information was rarely included in the 
budgets I reviewed.

It is important to note that this budget information induces only 
agency requests. Actual appropriations and expenditures may vary 
significantly. However, in terms of evaluating the full maintenance 
costs of capital projects, agency requests may be a better indicator, 
assuming that these requests are accurate. Lower appropriations would 
indicate a sub-standard level of maintenance, which for most facilities 
would result in either higher maintenance costs in later years or a 
shorter useful life.

Another consideration regarding the costs presented in this section is 
that they reflect only additional costs which could not be covered 
within the existing agency budgets. For some projects, funds in the 
existing operation and maintenance budget may have been "stretcned" by 
reducing maintenance levels slightly on other facilities to cover the 
additional costs. Or, if MAO costs declined for any facilities, this 
savings may have been used to pay part of the M&O cost' of new capital 
projects.

Department of Transportation and Public Facilities

DOT/PF requested a total of about $8.5 million from FY 81 to FY 3<i for 
the operation and maintenance of new capital projects. Table 1 on the 
following page lists these additional budget requests for each of the 
four fiscal years. To put this figure in perspective, nflT/PF's FY 83 
budget for maintenance and operations is Si in.3 million.7 This indi­
cates that the nnT/PF MAO budget has increased by about 3 percent 
as a result of capital projects constructed during the last several 
years.

2 This figure excludes MAO costs for the Anchor*.:* w o  - v ,'*\v'»s 
International Airports, which are not ‘’undoo thro-ich -*e -‘un.:.
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1

Most of these requests for additional M50 funds were for either rural 
airport improvements or for new road mileage. For example, the FY 33 
budget request for the Western region noted that lignting sy,stems, 
runway extensions, or navigation and communications equioment had oee.n 
installed at 33 community airports. The FY 32 Interior region budget 
request stated that 296 lane miles of roads and high' • nad been added 
to the regions system since 1979 with only small incre. j in ma intenance 
funds. A smaller amount of additional funds was requested for building 
maintenance and operation and for expansion of the design and support 
staff for capital projects^

Division of Corrections

Table 2 contains the amounts requested by the Division of Corrections for 
new or expanded facilities. These figures induce all direct costs of 
operating and maintaining the correctional facilities, inducing person­
nel , the purchase of food and other commodities, and contractual ser­
vices. The largest budget requests were for the Cook Inlet pre-triai 
facility ($2.3 million), the Palmer medium security orison (51.5 
million), and the Hiland Mountain expansion ($1.5 million). The Divi­
sion's FY 83 operating budget is $58.7 million, uo from $27 million in 
FY 80.

TABLE 2

Division of Corrections Additional 3udget Requests for Operation anc 
Maintenance of New or Expanded Facilities

FY 84 $3,662,000
FY 83 7,567,000
FY 82 489,000
FY 81 2,360,000

TOTAL $14,178,000

Department of Fish and Game

The Fisheries Rehabilitation, Enhancement and Development v FR ED) Divi­
sion operates 20 fish hatcheries, as well as engaging in stream resto­
ration, lake fertilization and other activities. The operation of the

3 During this period, several million Jollars not e d u c e d  ■e'-e
was requested for capital project :esign, support ioc -cmi m  str it:
•is part of the legislative mandate to convert •>om :ao::ai •..n.:-": 
for these positions to funding under the meriting
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hatcheries requires about 56.7 million out of the Division's total 
$13.5 million FY 83 operating budget.4 Of the 20 hatcheries, about 
11 have been built since 1978 through general obligation bonds. An 
approximate estimate of the cost of operating these newer hatcheries 
would be S3.7 million. The average size of the newer hatcheries is 
larger than the older facilities, so that the actual operating cost of 
the newer hatcheries would be somewhat larger than $3.7 million.

The cost of operating the hatcheries at full capacity would be larger 
than the figures cited above. However, because of budget constraints, 
the Division is operating several of the hatcheries at reduced levels. 
The Division has also restricted its other functions because funding 
for the hatcheries has not kept pace with cost increases.

University of Alaska

Time did not permit a complete review of the budget requests for the 
University of Alaska. However, it was evident from the two fiscal 
years which were examined that only a very small percentage of the 
University's budget requests were for the operation of new facilities. 
Nearly all of the requests were for new teaching positions or other 
program-oriented purposes. In addition, several of the requests for 
the operation and maintenance of new buildings were rejected by the 
Governor.

For example, $772,000 was requested in the FY 34 budget for operating 
new buildings at the Anchorage and Juneau campuses, all of which was 
rejected. It is unlikely that the University would allow the buildings 
to stand empty, so tnat the cost of operating these buildings will 
probably be reallocated from other funds. In FY 82, $517,000 was 
requested (and approved by the Governor) for new facilities, including 
the Anchorage Community College aviation complex, a Fairbanks power 
plant addition, and additions to several community colleges throughout 
the state.

4 Source: Stan Moberly, FRED Division Director, personal ccmmuniration 
3/31/33.
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For example, $772,000 was requested in the FY 34 budget for operating 
new buildings at the Anchorage and Juneau campuses, all of which was 
rejected. It is unlikely that the University would allow the buildings 
to stand empty, so that the cost of operating these buildings will 
probably be reallocated from other funds. tn FY 32, $517,000 was 
requested (and approved by the Governor) for new facilities, including 
the Anchorage Community College aviation complex, a Fairbanks power 
plant addition, and additions to several community colleges throughout 
the state.

MAINTENANCE ANO OPERATIONS COST INDEXES

The attached tables include representative maintenance and ooeraticns 
costs for roads and highways, airports, and public buildings. It must 
be emphasized that the MfiO figures, which were provided by D0T/3F, 3re 
approximate and are averages. M&O costs for specific facilities can 
vary considerably depending on location, design, age, level of use, 
and level of maintenance. It should also be noted that the costs 
for roads and airports are from a 1981 DOT/PF study; current costs 
would be about 15 percent higher as a result of inflation.

These MfiO figures do not include the non-maintenance personnel costs 
of operating facilities, for example, teachers' salaries- in schools. 
The staffing levels of schools and other facilities vary considerably 
in relation to building size, making it inaccurate to use any kind of 
"positions per square foot" average in determining personnel costs.

Roads

Attachment 1 shows maintenance costs per lane mile per year for eicnt 
different types of roads, ranging from 4-lane paved highways to gravel 
roads less than 20 feet wide. The maintenance costs are also clas­
sified by region: Interior, Southcentral, Southeastern, Western and 
Central (a map of these regions is included on the following page). 
These costs were compiled by DOT/PF in a 1981 study. The table demon­
strates the wide range in maintenance costs both for different types 
of roads and in different regions. For example, the cost of maintaining 
2-lane paved rural primary routes (Type IV) in the Southcentral region 
is shown as $8,739 per lane mile, compared to only $2,346 oer lane 
mile for gravel secondary roads \Type 6) in the same region. Most of 
this cost difference is a result of the higher traffic volumes on in-* 
primary routes and a dinner maintenance level, such is lore frequent 
;nowpIowi ng.

'he wide spread in naintenance costs m  oi r n » n t  vis • s • m i  c ir ' *
~.y the m c c  that in toe Interior -•■'ginn, •viintaioiM : ’-'ane
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rural primary route costs 54,432 per lane mile -- about half the cost 
for the same roaa type in the Southcentral region -- wnile in the 
Western region the cost for this road type is over $15,000 per lane 
mi le.

Although the large variance in road maintenance costs makes it pifficu 
and somewhat misleading to use a single average figure, 3 cost of 55,200 
per lane mile is often used in DOT/PF budget requests as an 'indicator 
of operating costs.

Ai rports

DOT/PF has also compiled data on the maintenance and operating costs 
of State-owned airports throughout the state. These costs are sum­
marized in Attachment 2, and are classified for four types of airports 
and three areas of the state. The airport types, in order of ceclining 
size, are: regional center, regional, transport and community. Areas
II and III are the same Interior and Western regions used for the
information on road costs, while Area I combines the Central, South-
central , and Southeastern regions. These airport maintenance costs
are also for FY 81 and should be inflated by about 15 percent to 
reflect current costs.

As might be expected, the larger regional airports are considerably
more expensive to maintain than the smaller community airpo ts. The 
average maintenance cost for the regional center airports at the time 
of the study was about $371,non per year. Community airports averaged
only $14,360 in average maintenance costs. One cost .difference whicn
appears unusual at first glance is the much lower cost shown for 
maintenance of community airports in Area III (the Western region) 
compared to the rest of the state. " might expect the cost of 
maintenance to be higher in the W . , i o n  because of its remoteness 
and rugged climate. The mosf ’ ..ons for the lower cost shown
for the Western region are simply that the airports in many of these
communities are very basic, frequently without lighting or communi­
cations, and receive very limited maintenance.

It should be noted that an extensive rural airport improvement program 
has been undertaken over the past several years, and as a result, 
current maintenance costs are probably somewhat higher (even after 
adjusting for inflation) than those shown in Attachment A1 thouon
some airport improvements, such .̂s runway resurfacing, can reduce 
maintenance costs, other improvements like runway lighting, icmmum-
cations and navigational lids require extensive -m  i ntonance 'a *>>nai-'
operative.
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Public Buildings

According to Greg Brown, Acting Statewide Planning Manager for OOT/PF, 
the annual maintenance and operating cost of a new office building or 
school in Anchorage or Juneau would probably fall in the range of 
S6.50-S7.78 per square foot of building space. rhis cost figure is 
for an optimum level of maintenance and includes all annual costs
such as utilities, insurance, and janitorial service, in addition to 
periodic repairs to the roof, heating system, and other components.

This cost range was obtained from historical POT/PF and local govern., 
ment information. Mr. Rrown noted that it is difficult to arrive at ar 
average maintenance cost, even for similar buildings, because different 
agencies include different items as MA(1 costs, and because different 
levels of maintenance are used. He enonasizea that this cost figure 
should be used only as a general indicator of potential maintenance and 
operating impacts, and should not be used for specific projects or 
in preparing agency budgets.

As noted earlier, M&0 costs can vary considerably, even for the same
location, depending on type of facility, design, and 1 ess-than-optimum 
maintenance levels. For example, a corrections facility would be mucn 
more expensive to maintain than an office facility, because of its full­
time occupancy and security requirements. On the other hand, a main­
tenance shop or storage facility would have lower M&O costs. An older 
facility will usually have a higher MAD cost per square foot than
a new building. Also, it is important to recognize the effect of 
inflation on future M&0 costs. With 10 percent inflation, the total 
M80 costs over the 30 year life of a building can be over 12 times
the original construction cost of the structure.

I hope that this information is useful, and regret that we were not 
able to provide a more comprehensive response under the time con­
straints of our current workload. Should you have any questions or 
need additional research, please do not hesitate to contact us.

JK/sj

Attachments
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Source: DOT/PF *" -
ATTACHMENT 1

SUMMARY OF AVERAGE TOTAL MAINTENANCE COST/LANE M I L E / Y E A R  

I n c l u d i n g  O v e r h e a d  C o s t s

i; 
i i
uH

INTERIOR SOUTHCENTRAL SOUTHEASTERN WESTERN CENTRAL

•liiJ 
( . $'Z

i . j
i

; t. 11 . i i  .

1 .11 S l

Ove r -  
Head
(317. )

T o t a l Mm I n t . 
Cos L

Ove r -  
l lead
(31%)

T o t  a 1 Ma i n t .  
Cos t

O v e r -
Head
(317. )

T o L a l Mil l i l t .
Cos I

Ove r -
Head
( 317 . )

To t  a 1 Mil i n t .
C os t

O v e r ­
head
0 1 7 . )

Tm a 1

I a  , 9 J u 5 , 8 7 0 "2A , d06 0 0 0 7 , 76 0 2 ,  A06 1 0 , 1 6 6 0 0 0 2 , 9 28 908 3 , 836

i . . h ■ • . I I 5 1 , A Cl) 6 , 2 5  5 0 0 0 A,  663 1 , AA6 6 ,  109 0 0 0

CNJ

04 853 3 , 60 5

I I , i n i 2 ,  908 1 2 , 2 df) 0 0 0 5 , 9 7 0 1 , 853 7 ,831 0 0 0 A , 7 7 1 1 , A 7 9 6,25<)

i .• «. * j , i h  J 1 , U V ) A , A32 6 , 671 2 , 0 6 8 8 , 7 3 9 3 , 6 3 d 1 , 1 28 A , 766 11, 7 6 A 3 . 6 A 7 1 5 , A l l 3 , 198 991 A, IH9

j  •» . *' ’> 5 ‘711, 3 , H 71 5 , 683 1 , 762 7 , A A 5 A,  62 A 1,  A. 3 6 , 0 5 7 1,592 A9A 2 , 0 8 6 2 , 8 9 0 896 3,  786

i J  , .  i ) o') 2 2 /725 1 , 791 5'55 2 , 3 A 6 A,  BAA 1, 3 A 7 5 , 691 2,07 A 6A3 2 , 7 1 7 2 , 8 8 7 895 3 ,782

1 1 0 1 9 J8 3 . 9 6 A 3,101 <J6I A , 062 6 , 1 2 5 1 , 8 99 0 , 0 2  A 2,81 1 871 3 , 6 8 2 3 , 2 1 6 997 A , 2 1J

11 1 , » - ' i d  7 2 , Ad2 2 ,201 68 2 2 , 8 8 ) 6 ,  A‘7 A 2 , 0 1 3 d,  507 0 79 2 72 1,151 2 , 6 1 1 009 1.A2U

j 1 1.. ! ■ li 1 |i>( i;ii t li. it i l ,e *2A duo c o st  / l a  in. ill 1 1 i: shown l u i  Type 1 i e n d w a y s  l o c a t e d  1i i  the 1 I I I  C l i I I I '

i: 111. i« t.-u.. Region, jilso described .is Ansi II, can lie attributed lu t lie high m a  i nl eonnce costs assoc i at imI

. i l l ,  i i . . . m . I i nl i c n c i n g  w h i c h  e x i s t e d  a s  a t r . i l f i c  s e p a r a t o r  on p o r t i o n s  of  R o u t e  170000 ( P a r k s  H i g h w a y ) ,
■ I . , 1 1 , . .  i i ,  i i i,n 11 < • r  i c • 1 1 a s s o c i a t e d  w i t h  e m i t s  shown In t h i s  r e p o r t .  The c h a i n  l i n k  f e n c i n g  has  been i e p l . i t  i d 

i , l .  i , .  i , u  s e p a r a t o r s  whi ch s h o u l d  i c . n t i i h n t e  l o  r educed  f u t u r e  m a i n t e n a n c e  c o s t s .



ATTACHMENT 2 -- AIRPORTS

TOTAL A V E R A G E  MAINTENANCE C O S T S  A M O  O V E RH E AD  COSTS

- A R E A  I 1 A R E A  I!2 !\ W * . *

R e g i o n a l  C en te r M aintenance

O ver ne ad

S 3 0 1 ,603 

6 8 , 7 6 7

$2 75,795

37,744

■: "a?„ W » t >* ' -
f5 . Cf2

Total $ 3 7 0 , 3 7 5 $364,5 39 N *7 C * ̂  '

R eg ional Ma intenance 

Ov er h ea d

2 0 3 , 3 3 4

4 6 , 3 7 2

110,545

35,07 5

• - i
• - w 1 w - —

Total $ 2 4 9 , 7 5 5 $145,721 $155,233

T r a n s p o r t M a i n t en a nc e  

O v e rh e ad  •

5 0 , 3 6 4

1 3 , 7 6 3

— -*■ i w - w 
« — ■* i

Total $ 7 4 , 1 2 7 —  . — $ 25,537

C o m m u n i t y M ai n te na n ce

O v e r he a d

1 1 , 4 0 3  

2 , 5 0 0

17,055 

5.410

Total $ 1 4 , 0 0 3 $ 22 ,475 c 5

i. O v e r h e a d c a l c u l a t e d at 22. 3% of m a i n t e n a n c e .

2. O v e r h e a d c a l c u l a t e d at 31. 7 % of m a i n t e n a n c e .

3. O v e r h e a d c a l c u l a t e d at 21. 1% of
1

m a i  n te n an ce .

S o u r c e :  OOT/PF
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C o n t a c t :  N e d  F a r q u h a r  (465-3711)

NRA, A L A S K A  O U T D O O R  C O U N C I L ,  REPS. C O T T E N  A N D  M E N A R D
A N N O U N C E  W O R K  O N  R E C R E A T I O N  R I V E R S  L E G I S L A T I O N

J U N E A U  —  Rep. S a m  C o t t e n  ( D - E a g l e  Riv e r )  h a s  a n n o u n c e d  

h i s  i n t e n t i o n  t o  h o l d  o n  t o  p r o p o s e d  r e c r e a t i o n  r i v e r s  

l e g i s l a t i o n  (HB 93) f o r  w o r k  o v e r  t h e  i n t e r i m .  C o t t e n  

i n t r o d u c e d  t h e  b i l l  t h i s  y e a r  t o  r e t a i n  s i x  s o u t h c e n t r a l  

r i v e r  c o r r i d o r s  f o r  p u b l i c  use, i n c l u d i n g  h u n t i n g ,  fi s h i n g ,  

a n d  b o a t i n g .

C o t t e n  m a d e  t h e  a n n o u n c e m e n t  w i t h  Rep. C u r t  M e n a r d  (R- 

W a s i l l a ) ; Rep. R o n  L a r s o n  ( D - P a l m e r ) ; S e n a t o r  A r l i s s  

S t u r g u l e w s k i  ( R - A n c h o r a g e ) ; R o n  S o m e r v i l l e ,  E x e c u t i v e  

D i r e c t o r  o f  t h e  A l a s k a  O u t d o o r  C o u n c i l ;  a n d  R u p e  A n d r e w s ,  

R e g i o n a l  R e p r e s e n t a t i v e  .for t h e  N a t i o n a l  R i f l e  A s s o c i a t i o n .  

B o t h  g r o u p s  r e m a i n  s t r o n g l y  s u p p o r t i v e  o f  t h e  p r o p o s e d  bill.

"I h a v e  s u p p o r t e d  t h e  c o n c e p t  o f  t h i s  l e g i s l a t i o n  f o r  

s e v e r a l  y e a r s , "  s t a t e d  S e n a t o r  S t u r g u l e w s k i ,  c h a i r  of  t h e  

S e n a t e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e  w h i c h  is n o w  

c o n s i d e r i n g  t h e  bill. "I d o n ' t  w a n t  t h e s e  r i v e r s  t o  e n d  u p  

c o n g e s t e d  l i k e  t h e  K e n a i  River. I a l s o  t h i n k  w e  c a n  a v o i d  

t h e  d r a s t i c  m a n a g e m e n t  m e a s u r e s  t h a t  w e r e  i m p l e m e n t e d  on  t h e  

K e n a i  r e c e n t l y  in r e s p o n s e  t o  o v e r u s e .  A n d  I b e l i e v e  t h a t

P.O. BOX 296. EAGLE RIVER. AK 99577 
P.O. BOX V. JUNEAU. AK 99811



t h e r e  w i l l  d e f i n i t e l y  b e  l o c a l  e c o n o m i c  b e n e f i t s  f r o m  t h e  

b i l l . "

" E v e n  t h o u g h  t h e  b i l l  h a s  b e e n  c o n t i n u a l l y  i m p r o v e d ,  

t h e r e  h a s  b e e n  a l o t  of  c o n t r o v e r s y  a b o u t  it r e c e n t l y , "  s a i d  

C o t t e n ,  " S o m e  o f  t h e  c o n c e r n s  a r e  j u s t  b a s i c  m i s u n d e r s t a n d­

ing s  o f  w h a t  t h e  b i l l  does. O n  t h e  o t h e r  h and, s o m e  o f  t h e  

a c c e s s  p r o b l e m s  i n  t h e  b i l l  g e n u i n e l y  n e e d  t o  b e  t a k e n  c a r e  

of.

"I t h i n k  w e  w o u l d  b e  a b l e  t o  w r i t e  a b i l l  t h i s  s e s s i o n  

t h a t  f i x e s  t h e  a c c e s s  p r o b l e m s  r a i s e d  b y  s o m a  b o a t e r s .  B u t  

I y a n t  t o  w o r k  w i t h  t h e  i n t e r e s t  g r o u p s  o v e r  t h e  s u m m e r  a n d  

m a k e  s u r e  t h a t  e v e r y b o d y  k n o w s  w h a t  t h e  b i l l  r e a l l y  d o e s . "

Rep. M e n a r d ,  w h o  h a s  w o r k e d  on  t h e  b i l l  a n d  s u p p o r t s  

it, c o n c u r r e d  i n  t h e  d e c i s i o n  t o  w o r k  o n  t h e  b i l l  t h r o u g h  

t h e  i n t e r i m .  " T h e  l o n g  a n d  s h o r t  o f  it is t h a t  t h e  d a y  o f  

h a v i n g  t h e  f i s h i n g  h o l e  t o  o u r s e l v e s ,  if n o t  gone, is 

r a p i d l y  d i s a a p e a r i n g  o n  t h e s e  s i x  s t r e a m s .  R e a s o n a b l e  

m a n a g e m e n t ,  w i t h  t h e  p a r t i c i p a t i o n  o f  t h e  v a r i o u s  u s e r  

g r o u p s ,  n e e d s  t o  b e  i m p l e m e n t e d . "

A n d r e w s ,  f r o m  t h e  N R A  (which h a s  o v e r  2 2 , 0 0 0  A l a s k a



m e m b e r s ) , p o i n t e d  o u t  t h a t  t h e r e  h a s  b e e n  m i s i n f o r m a t i o n
t

g o i n g  a r o u n d  a b o u t  h u n t i n g  u s e  w i t h i n  t h e  p r o p o s e d  

r e c r e a t i o n  r i v e r s .  " T h e s e  l a n d s  s u p p o r t  a l o t  o f  h u n t i n g  

now, a n d  t h e  b i l l  is i n t e n d e d  t o  e s t a b l i s h  c o r r i d o r s  w i d e  

e n o u g h  t o  m a i n t a i n  h u n t i n g  u s e  b y  t h e  p u b l i c  i n  t h e  f u t u r e , "  

s a i d  A n d r e w s .  " T h e  b i l l  s t r o n g l y  p r o t e c t s  h u n t i n g  r i g h t s  on 

t h e  a f f e c t e d  lands. I n  fact, t h e  languc/L. i n  t h i s  b i l l  is a 

m o d e l  f o r  o t h e r  l a n d s  l e g i s l a t i o n . "

Fo>* t h e  O u t d o o r  C o u n c i l ,  S o m e r v i l l e  s t a t e d  t h a t  

c o n t i n u e d  p u b l i c  a c c e s s  a n d  u s e  h a v e  b e e n  m a j o r  issues.

"The O u t d o o r  C o u n c i l  s u p p o r t s  t h i s  b i l l  v e r y  s t r o n g l y  s i m p l y  

b e c a u s e  it n o t  o n l y  s t r e s s e s  t h e  r e c r e a t i o n a l  v a l u e s  b u t  

a l s o  p r o t e c t s  t h e  r i g h t s  o f  t h e  g e n e r a l  p u b l i c  t o  u s e  t h e s e  

v a l u a b l e  lands. But w e  a g r e e  w i t h  R e p r e s e n t a t i v e  C o t t e n  

t h a t  it is a g o o d  i d e a  t o  w o r k  w i t h  c o n c e r n e d  A l a s k a n s  t o
i

m a k e  s u r e  t h a t  t h e y  u n d e r s t a n d  t h e  b i l l  a n d  t h a t  t h e i r  

c o n c e r n s  a r e  a d d r e s s e d , "  s a i d  S o m e r v i l l e .

" We a l s o  b e l i e v e  t h i s  l e g i s l a t i o n  s t r i k e s  a b a l a n c e  

b e t w e e n  e c o n o m i c  d e v e l o p m e n t  i n t e r e s t s  a n d  l o n g - t e r m  p u b l i c  

i n t e r e s t s .  T h e  C o u nci] b e l i e v e s  t h a t  l o n g - t e r m  e c o n o m i c  

b e n e f i t s  w i l l  b e  d e r i v e d  b y  e n h a n c i n g  t h e  h i g h - q u a l i t y  

r e c r e a t i o n a l  v a l u e s . "

T h e  O u t d o o r  C o u n c i l  r e p r e s e n t s  m o r e  t h a n  1 0 , 0 0 0  

A l a s k a n s  in a l m o s t  50 g r o u p s  s t a t e w i d e .



T h e  r e c r e a t i o n  r i v e r s  b i l l  has a l o n g  h i s t o r y .

R e t e n t i o n  o f  t h e  c o r r i d o r s  f o r  p u b l i c  u s e  w a s  r e c o m m e n d e d  b y
i

t h e  D e p a r t m e n t  of  N a t u r a l  R e s o u r c e s  in t h e  S u s i t n a  A r e a  P l a n  

(1985) a n d  W i l l o w  S u b b a s i n  P l a n  (1982); a b o u t  2 6 5 , 0 0 0  a c r e s  

a r e  a f f e c t e d  o u t  o f  17 m i l l i o n  in t h e  p l a n n i n g  area. T h e  

r i v e r s  a f f e c t e d  a r e  t h e  L i t t l e  S usitna, T a l a c h u l i t n a ,

Deshka, a n d  T a l k e e t n a ,  a n d  L a k e  a n d  A l e x a n d e r  Creeks.

T h e  D e p a r t m e n t s  o f  N a t u r a l  R e s o u r c e s  a n d  F i s h  a n d  G a m e  

h a v e  s t r o n g l y  s u p p o r t e d  t h e  bill.

L a s t  y e a r  a r e c r e a t i o n  r i v e r s  b i l l  p a s s e d  t h e  H o u s e  b y  

a l a r g e  m a r g i n  a n d  d i e d  in t h e  S e n a t e  s h o r t l y  b e f o r e  t h e  e n d  

o f  s e s s i o n .  C o t t e n  r e i n t r o d u c e d  t h e  s a m e  b i l l  e a r l y  t h i s  

y e a r  a n d  h e ] d  n u m e r o u s  h e a r i n g s  on  it i n  t h e  H o u s e  R e s o u r c e s  

C o m m i t t e e  b e f o r e  t h e  b i l l  p a s s e d  out o f  t h e  H o u s e  b y  a v o t e  

30-8 in m i d - A p r i l .

C o t t e n  h a s  n o t  a n n o u n c e d  a s c h e d u l e  f o r  w o r k i n g  on  

b i l l  t h r o u g h  t h e  i n t e r i m ,  b u t  h a s  i n v i t e d  c o n c e r n e d  p e r s  ...2 
t o  s e n d  t h e i r  c o m m e n t s  t o  h i s  o f f i c e  in J u n e a u  (465-3 7 1 1 ) .  

N o t i c e  o f  a n y  d i s c u s s i o n s  o r  m e e t i n g s  w i l l  b e  d e l i v e r e d  to  

a n y o n e  w h o  w i s h e s  t o  b e  n o t i f i e d .




