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STATE OP ALASKA
1990 LEGISLATIVE SESSION

Revision Date:.

Title: Relating to Public Finance
including Lease-Financing
Sponsor: Senate Judiciary
Reguestor: Senate Finance

EXPENDITURES/REVENUES:

i 1 FY 91 1 FY 92 1 FY 93 1FY 94 1FY 95 1 FY 96

i OPERATING 1 1 1 1 1 1

| PERSONAL SERVICES i 0 1 0 ! 0 i 0 i 0 | 0

| TRAVEL i 0 1 0 i 0 ! 0 i 0 ! 0

| CONTRACTUAL ! 0 ! 0 ! 0 ! 0 1 0 1 0

| SUPPLIES 1 0 1 0 ! 0 1 0 1 0 1 0

| EQUIPMENT | 0 1 0 i 0 1 0 I 0 i 0

j LANDS & STRUCTURES i 0] i 0 1 0 1 0 1 0 ! 0]

I GRANTS, CLAIMS j 0 ! 0 1 0 i 0 I o 1 0

1 MISCELLANEOUS 1 0 1(1200.0)1(1200.0) | (1200.0) | (1200.0) | (1200.0)
1 TOTAL OPERATING 1 0 1(1200.0)1(1200.0)1(1200.0)1(1200.0)1(1200.0)
1 CAPITAL 1 0 1 0 1 0 1 0 il 0 1 0

1 REVENUE 1 0 1 0 1 0 1 0 1 0 | 0
FUNDING: (Thousands of Dollars)

| GENERAL FUND ! 0 1(1200.0) ] (1200.0) | (1200.0)1(1200.0)1(1200.0)
| FEDERAL FUNDS 1 0 1 0 1 0 1 0 1 0 1 0

[ OTHER | 0 1 0 ! 0 i o |- 0 5 0

1 tOTAL 1 0 1(1200.0)](1200.0) | (1200.0)1(1200.0)](1200.0)
POSITIONS:

| FULL-TIME 0 1 0 0 0 1 0 i 0

| PART-TIME I 0 1 0 1 0 1 0] i 0 ) 0

1 TEMPORARY i 0] 1 0 1 0 1 0 1 0 1 0o -
ANALYSIS: attach a separate page for analysis. Fiscal year 1990 effect is zero.
Assumes new lease-financings in amounts and rates sufficient to require additional
rental payments equal to current rental payments - approximately $12 million annually
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Original sponsor(s): Rules/Governor
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IN THE SENATE BY THE FINANCE COMMITTEE

HOUSE CS FOR CS FOR SENATE BILL NO. 108 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled; "An Act relating to public finance, including lease-
financing, and to the disposal of certain property;
repealing certain 5 lease-purchasing approval; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA;
* Section 1. AS 14.40.040 is amended to read:
~~Sec.  14.40.040. GENERAL POWERS OF THE UNIVERSITY. There is
created and established a corporation to be called the University of
Alaska. It may in that name

(1) sue and be sued;

(2) receive and hold real and personal property;

(3) contract and be contracted with;

(4) adopt, use™ and alter a corporate seal;

(5) borrow money, issue debt, or enter into long-term
obligations, for the purchase of facilities, goods, or services; the
obligations may secure, in whole or in part, debt issued by another
party;

(6) do and have done all matters necessary for the purpose
of any function set out [FORTH] in this chapter.

* Sec. 2. AS 14.40 is amended by adding a new section to read:
Sec. 14.40.253 FINANCING NOTICE AND APPROVAL. If the University
of Alaska intends to enter into an obligation, except for refinancing
obligations, wunder AS 14.40.040(5) with an annual payment by the

university anticipated to exceed $1,000,000, the wuniversity shal
) | -1- HCS CSSB .108 (Fin)
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provide notice to the legislature. The notice must include the antic-
ipated annual payment amount, the anticipated financing, and the total
construction, acquisition, or other costs of the project. The univer-
sity may not enter into an obligation requiring a financing notice
under this section, other than a refinancing obligation, unless the
project has been approved by the legislature by law. An appropriation
for the project does not constitute approval of the project for the
purpose of this section.
Sec. 3. AS 18.55.255 is amended to read:
Sec. 18.55.255. DISPOSAL OF SURPLUS PROPERTY [PROCEDURE FOR SALE
OF LAND]. The authority may convey real or personal property that it

i1,

determines is in excess of its needs. Except as provided in (b) and
(c) of this section, the sale [SALE OF LAND] shall be by public auc-
tion or by sealed bids at a price not lower than the fair market value
determined by an appraisal made within 180 days before [OF] the sale
by a qualified appraiser. Public notice shall be given by publishing
notice of the sale at least once a week fortwo consecutive weeks in a
newspaper of general circulation within the area in which the property
to be sold is located and by posting notice of sale in at least two
public places in the area. In no event may [SHALL] the auction be
held less than 30 &'s after the last day of publication. If no
acceptable bids are received the authority may sell the property at
negotiated sale [,] within six months after [OF] the date of the
auction. A negotiated sale may not be made on an appraisal made more

than nine months bhefore the date of sale. The price at a negotiated
sale may not be less than the appraised value.

* Sec. 4. AS 18.55.255 is amended by adding new subsections to read:

(b) Real or personal property of the authority may be conveyed
to a state or federal agency or political subdivision for less than
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the appraised value without competitive bidding, upon a determination
by the board that the terms are fair and proper and in the best inter-
ests of the state. The board shall consider both the nature of the
agency's or political subdivision's public services or functions and
the terms under which the property was acquired by the authority.

(c) Property acquired or renovated to provide mental health
community housing is not subject to the procedures of (a) or (b) of
this section and may be conveyed for less than the fair market value
to grantees selected by the Department of Health and Social Services
upon terms and conditions consistent with grants administered by the
Department of Health and Social Services under AS 47.30.520 - 47.30.-
6207 -- - . iv.

(d) This section, does not apply to property that is covered by
AS 18.55.320 or 18.55.540.

Sec. 5. AS 22.05.025(a) is amended to read:

(a) Subject to AS 36.30.080, the [THE] supreme court has autho

ity over all matters relating to the planning, design, construction,
maintenance, occupancy, leasing, and operation of all court facilities
and shall cooperate and coordinate with the Department of Transporta-
tion ar.dPublic Facilities so that court facility construction proj-
ects are carried out in accordance with the statutes and regulations
applicable to state public works projects.

Sec. 6. AS 36.30.020 is amended to read:

Sec. 36.30.020.LEGISLATURE. The Legislative Council shall
adopt and publish procedures to govern the procurement of supplies,
services, professional services, and construction by the legislative
branch. The procedures must be based on the competitive principles

consistent with this chapter and must be adapted to the special needs
of the legislative branch as determined by the Legislative Council.

HCS CSSB 108(Fin)
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The procedures must be consistent with the provisions of AS 36.30.-
080(b) - (c).
* Sec. 7. AS 36.30.030 is amended to read:

Sec. 36.30.030. COURT SYSTEM. The administrative director of
courts shall adopt and publish procedures to govern the procurement of
supplies, services, professional services, and construction by the
judicial branch. The procedures must be based on the competitive
principles consistent with this chapter and must be adapted to the
special needs of the judicial branch as determined by the administra-
tive director [ADMINISTRATOR] of courts. The procedures must be
consistent with the provisions of AS 36.30.080(b) - (c).

* Sec." 8. AS 36.30.080(b) is amended to read:

(b) The department, legislative branch, or judicial branch may
enter into lease-purchase [LEASE-FINANCING] agreements, including
lease-financing [LEASE-PURCHASE] agreements [AND AGREEMENTS RELATED TO
THE |ISSUANCE OF CERTIFICATES OF PARTICIPATION]. A lease-purchase
[LEASE-FINANCING] agreement must provide that lease payments are
subject to annual appropriation.

* Sec. 9. AS 36.30.080(c) is amended to read:

(c) If the department, legislative branch, or judicial branch
intends to enter into a lease or lease-puichase [LEASE-FINANCING]
agreement, except an agreement related to a refinancing, with an
annual rent to the department, legislative branch, or judicial branch
that is [STATE] anticipated to exceed $1,000,000, the department”
legislative branch, or judicial branch shall provide notice to the
legislature. The notice must include the anticipated annual lease
obligation amount and the anticipated total construction, acquisition,
or other costs of the project  The department may not enter into an

agreement req ' Mihis subsection unless the project
HCS CSSB 108(Fin) o \ o



has been approved by the legislature by law. An appropriation for the
project does not constitute approval of the project for purposes of
this subsection.

* Sec. 10. AS 36.30.990 is amended by adding new paragraphs to read:

(19)  "lease-financing agreement" means a lease-purchase
agreement that secures or is related to financing instruments of the
lessor, including revenue bonds or certificates of participation;

(20) "lease-purchase agreement" means a lease that

(A) transfers ownership of the property to the lessee
by the end of the lease term;

(B) contains a purchase option at a price less than .'
"the fair market value of the property on the date the option is
exercisable;

(C) has a term, at inception, equal to 75 percent or
more of the economic life of the property; or

(D) contains minimum lease payments, including minimum
lease payments during a renewal provided for in the agreement,
whose present value atf the inception of the agreement equals 90
percent or more of the fair market value at the inception of the
agreement of the real property that is the subject of the agree-
ment; the present value shall be determined by using as a dis-
count rate the most recent Bond Buyer 20-Bond G.0. Index;

(21) "public building" means improved real property leased
to the state for governmental, public, or educational use, but does
not include improved real property owned by the University of Alaska
Heating Corporation and leased to the University of Alaska for a
purpose within thvg sco'p;e, 'ats 0f JL-JIy 1, 1986, of the heatind corpora-
tion’s charter;

HCS CSSB 108(Fin)



* Sec. 12, AS 14.40.253, as enacted by sec. 2 of this Act, and AS' 36.-
30.080(c), as amended by sec. 9 of this Act, do not apply to projects au-
thorized by law before July 1, 1990.

* Sec. 13.  Section 11 of this Act takes effect immediately under
AS 01.10.070(c).

* Sec. 14. Sections 1 - 10 «id 12 of this Act take effect July 1, 1990.



DEPASITMET OF UEVE3VUE ELEVENTH FLOOR

STATE OFFICE BUILDING
P.0. BOX SB
TREASURYDIVISION JUNEAU. ALASKA 99811-0400

May 7,1990

The Honorable Ron Larson
Co-Chairman

House Finance Com m ittee
Alaska State Legislature
P.O.Box V

Juneau, Alaska 99811

Dear Representative Larson:

I would like to urge the House Finance Com m ittee to favorably consider, CSSB 108
(Finance), with the inclusion of an amendment. The main purpose of SB 108 as introduced
is to consolidate major lease-financings of State public buildings in the Alaska State
Housing Authority (ASHA). The Judiciaries Com m ittee substitute adds a requirement for
voter approval oflease-financings for:

1) new buildings;

2) buildings financed prim arily from State rentalpayments, as opposed to payments
from other tenants;

3) leases which restrict the ability of the State to lease alternate facilities.

Consistently using ASH A for State lease-financing would save the State millions ofdollars
over the lives ofpublic building leases. In the absence ofthis bill, lease-financings of State
projects could continue to be undertaken by municipalities orprivate developers. These
entities may have little incentive to controlconstruction and financing costs and may be
inclined to enlarge project scopes. This can resultin significantincreases in State rental
payments and operating costs for the leased facilities.

Lease-financing is paid entirely from the State’s general fund. Interestrates are based on
the State's credit rating. Lease-financings are normally rated one notch below the State’s
generalobligation bond rating because lease payments are subjectto appropriation.
Lease-financing is counted as partofthe State's debtburden by Moody's and Standard &
Poor's creditrating services. In the eventofdefault, itis the State’s rating thatwould suffer.

Enclosed is a letter from Standard & Poor's to the State Bond Com m ittee’s financial
advisor indicating the rating agency's favorable view ofthe type ofaction contained in SB

108.

Finally, I would like to suggest amending CSSB 108 (Finance) by adding, after "building" on
line 7, page 5, the following:

"with an annualrentanticipated to exceed $1,000,000".



This amendmentwould avoid burdening ASH A with the responsibility and activity of
adm inistering the many smallerleases ofthe State. ASH A isnotadministratively prepared
to handle such responsibilities and itwould be duplicative ofthose of the Departmentof
Adm inistration.

Il would appreciate any consideration you can give to this bill.

Yours truly,

M ilton B. Barker
Deputy Commissioner

M BB/ph

ends.

cc: Frank Baxter, Com missioner of Adm inistration
Robert Link, Director, General Services and Supply

Ray Price, Executive D irector, Alaska State Housing Authority
Brian Rogers, Vice-President for Finance, University of Alaska



January 12, 1989

The Honorable Tim Kelly
President of the Senate
A ka Stat

P.O. Box V

Juneau, AK 99811

Dear Senator Kelly:
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The credit markets should also respond favorably to a single
issuer for state lease-financin More regular issuance
from one issuer should lead to greater market recognition
and confidence, and a broader base¢ of bond holders and lower
interest rates as a result.
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