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The J U D I C I A R Y Committee recommends that:

HOUSE BILL NO. 110
"An Act making a special appropriation to the Alaska Court System for 
redesign of an addition to court facilities in Anchorage; and providinq for 
an effective date."
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[ ] zero fiscal note

[ ] zero with analysis
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A M E M D M E N T

TO HB 110 BY GOLL

Sec. ___________ . The Court System shall obtain legislative
approval before building the court facilities redesigned with 
this appropriation.



O F F E R E D  IN  THE HOUSE 

T O :  HB 1 1 0

BY THE J U D IC IA R Y  COM M ITTEE

Page 1, following line 13:

I n s e r t  a n e w  b i l l  s e c t i o n  to r e a d :

"* Sec. 2. The Alaska Court System shall obtain legislative approval 

before building the court fa c il i t ie s  redesigned with this appropriation."

Renumber the following b i l l  sections accordingly.

- 1 - 3/3/89
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H o u s e  Judiciary C o m m i t t e e  .
’  Juneau. Alaska 99811

(907) 465 4W0

M E M O R A N D U M

T O :  H o u s e  F i n a n c e  C o m m i t t e e

F R O M :  H o u s e  J u d i c i a r y  C o m m i t t e e

R E :  H D  1 1 0 ,  A n c h o r a g e  c o u r t  f a c i l i t y  s p e c i a l

a p p r o p r i a t i o n

D A T E :  M a r c h  3, 1 9 8 9

T h e  H o u s e  J u d i c i a r y  C o m m i t t e e  c o n s i d e r e d  a n d  p a s s e d  o u t  

H B  1 1 0 .  T h e  a t t a c h e d  a m e n d m e n t ,  w h i c h  r e q u i r e s  t h e  c o u r t  

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

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

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

T h e  c o m m i t t e e  d i d ,  h o w e v e r ,  r e q u e s t  t h a t  t h e  a m e n d m e n t  b e  

s e n t  w i t h  t h e  b i l l  t o  t h e  F i n a n c e  C o m m i t t e e  t o  s e r v e  as a n  

e x p r e s s i o n  o f  t h e  c o m m i t t e e ' s  i n t e r e s t  i n  t h e  m a t t e r .

c . c . :  R e p r e s e n t a t i v e  F r a n  U l m e r ,  C h a i r

C o u r t  S y s t e m  S u b c o m m i t t e e
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T h e  H o n o r a b l e  J o h n e  B i n k l e y  
C o - C h a  i r m a n

S e n a t e  F i n a n c e  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

P . O .  B o x  V  

J u n e a u .  A K  9 9 0 1 1

D e a r  S e n a t o r  B i n k l e y :

I w o u l d  l i k e  t o  o f f e r  t h e  D e p a r t m e n t  o f  R e v e n u e ' s  c o m m e n t s  o n  
t h e  c r e d i t  i m p l i c a t i o n s  o f  t h e  A n c h o r a g e  c o u r t  b u i l d i n g  

f i n a n c i n g ,  a s  y o u  h a v e  r e q u e s t e d .  T h e y  a r e :

1. t h e  f i n a n c i n g  w o u l d  b e  l e a s e - p u r c h a s e  o b l i g a t i o n  
( e i t h e r  l e a s e  r e v e n u e  b o n d s  o r  c e r t i f i c a t e s  o f  

p a r t i c i p a t i o n  i n  r e n t ) ;  a s  s u c h ,

a. it w i l l  b e  c o n s i d e r e d  b y  t h e  r a t i n g  a g e n c i e s  a s  
p a r t  o f  t h e  S t a t e ' s  d e b t  b u r d e n ,  g e n e r a l l y  i n  t h e  

s a m e  l i g h t  a s  S t a t e  g e n e r a l  o b l i g a t i o n  b o n d s ,  

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

S t a t e ' s  g e n e r a l  f u n d ;  p l e a s e  s e e  t h e  e n c l o s e d  

l e t t e r  o f  D e c e m b e r  2 9 ,  1 9 8 3  f r o m  R i c h a r d  P. L a r k i n  

o f  S t a n d a r d  & P o o r ' s ;

b. r e c o g n i t i o n  m a y  b e  g i v e n  b y  t h e  r a t i n g  a g e n c i e s  to 
t h e  f a c t  t h a t ,  i n  s o m e  c a s e s ,  t h e  a d d i t i o n a l  d e h t  

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

by r e d u c t i o n s  i n  r e n t  o f  o t h e r  f a c i l i t i e s  u n d e r  

t r u e  o p e r a t i n g  l e a s e s ;  n e v e r t h e l e s s ,  t h e  s h i f t  t o  a 

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

o f  t h e  S t a t e ' s  o b l i g a t i o n  a s  M r .  L a r k i n ' s  l e t t e r  

i n d i c a t e s ;

c. t h e  r a t i n g  o n  t h e  d e b t  g e n e r a l l y  w i l l  b e  o n e  f u l l  
g r a d e  b e l o w  t h e  S t a t e ' s  g e n e r a l  o b l i g a t i o n  b o n d  

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

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

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

b o n d ;  s e e  t h e  e n c l o s e d  e x c e r p t  o n  l e a s e  o b l i g a t i o n s  

f r o m  S t a n d a r d  & P o o r ' s  " D e b t  R a t i n g s  C r i t e r i a " ;  

t h i s  m e a n s  t h e  i n t e r e s t  c o s t s  w i l l  b e  a s  m u c h  a s  30

i/zs/sr
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P a g e  2

b a s i s  p o i n t s ,  o r  .3 p e r c e n t  h i g h e r ,  t h a n  if t he 
f i n a n c i n g  w a s  t h r o u g h  g e n e r a l  o b l i g a t i o n  b o n d s ;

2. t h e  e f f e c t  o n  t h e  S t a t e ' s  d e b t  b u r d e n  r e s u l t i n g  f r o m
t h e  f i n a n c i n g  w o u l d  b e  c o n s i d e r e d  b y  t h e  r a t i n g

a g e n c i e s  b o t h  i n  m a g n i t u d e  a n d  d u r a t i o n :

a. t h e ' b t a t e ’s c a p a c i t y  to i s s u e  d e b t  a t  i t s  c u r r e n t  
A a / A A -  r a t i n g s  h a s  g e n e r a l l y  b e e n  m e a s u r e d  b y  t h e  

g u i d e l i n e  t h a t  d e b t  s e r v i c e  s h o u l d  n o t  e x c e e d  9 

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

d e b t  w h i c h  is p a i d  f r o m  t h e  S t a t e ' s  g e n e r a l  f u n d  

( g e n e r a l  o b l i g a t i o n  b o n d s ,  l e a s e - p u r c h a s e  

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

a n d  U n i v e r s i t y  o f  A l a s k a  r e v e n u e  b o n d s ) ;  a s  t h e  

e n c l o s e d  t a b l e  a n d  g r a p h s  i n d i c a t e ,  t h e  S t a t e  d e b t  

b u r d e n  s i g n i f i c a n t l y  e x c e e d s  t h i s  l e v e l  ( 1 4 . 4  

p e r c e n t  f o r  F Y  8 8  u s i n g  S e p t e m b e r  1 9 8 7  3 0 t h  

p e r c e n t i l e  r e v e n u e  e s t i m a t e s ) ,  e v e n  if o n l y  g e n e r a l  

o b l i g a t i o n  d e b t  is c o n s i d e r e d  ( 7 . 6  p e r c e n t ) :  f e w  

s t a t e s  w i t h  A a  r a t i n g s  e x c e e d  5 p e r c e n t ;  if 

i s s u a n c e  o f  a d d i t i o n a l  d e b t  w a s  l i k e l y  t o  c a u s e  a 

r a t i n g  d o w n g r a d e ,  s u c h  i s s u a n c e  w o u l d  h a v e  t o  be 

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

o b l i g a t i o n ,  m u n i c i p a l ,  a n d  o t h e r  S t a t e  a n d  S t a t e  

a g e n c y  d e b t  w h o s e  r a t i n g s  a n d  i n t e r e s t  c o s t s  a r e  

t i e d  t o  t h e  S t a t e ' s  g e n e r a l  o b l i g a t i o n  r a t i n g ;

b. t h e  a g e n c i e s  h a v e  d i s p l a y e d  m u c h  c o n c e r n  w i t h  d e b t  
w h i c h  e x t e n d s  b e y o n d  t h e  P r u d h o e  c u r v e ;  a s  a 

r e s u l t ,  a m a x i m u m  m a t u r i t y  o f  1 0  y e a r s  o r  s o  m i g h t  

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

i n c r e a s e  d e b t  s e r v i c e  r e q u i r e m e n t s .

In c o n c l u s i o n ,  A l a s k a  h a s  m a n y  s t r e n g t h s  w h i c h  o f f s e t  i t s  h i g h  
d e b t  l e v e l s .  T h e s e  a r e  c i t e d  in t h e  e n c l o s e d  r a t i n g  r e v i e w s .

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

r a i s e  a s e r i o u s  r i s k  of a r a t i n g  a d j u s t m e n t .  Y e t ,  i t  w o u l d  u s e  

u p  s o m e  o f  t h e  S t a t e ’s d e b t  c a p a c i t y ,  e v e n  t h o u g h  s u c h  c a p a c i t y  

c a n n o t  b e  p r e c i s e l y  m e a s u r e d  a n d  w o u l d  a d d  t o  t h e  S t a t e ' s  f i x e d  

c o s t s .

T h e  r a t i n g  a g e n c i e s  a r  
A n c h o r a g e  c o u r t  f i n a n c  

d e b t  i s s u e d .  I s s u a n c e  

l i k e l y  t r i g g e r  y e t  a n o t h e r  

r a t i n g  a g e n c i e s .  T h e

e a w a r e  o f  t h e a u t h o r i z a t i

i n g . H o w e v e r . t h e i r  a na ly

o f  £f i n a n c i n g  1'or t h e c o u r

t h e r r e v i e w  o f t h e  S t a t e ' s

S t a t e  h a s  b e e n u n d e r  c l o s e

>n f o r  t h e  
sis is b a s e d  o n  

: h o u s e  w o u l d  

c r e d i t  b y  t h e  

s c r u t i n y  by

«w
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t h e  r a t i n g  a g e n c i e s  ( a s  w i t n e s s e d  b y  t h e  e n c l o s e d  r e v i e w s )  
s i n c e  t h e  d r o p  i n  o i l  p r i c e s  a n d  w i l l  p r o b a b l y  r e m a i n  so, in 

a n y  e v e n t ,  w i t h  t h e  a p p r o a c h i n g  d e c l i n e  of t h e  P r u d h o e  c u r v e .

Y o u r s  t r u l y ,

M i l t o n  B. B a r k e r  
D e p u t y  C o m m i s s i o n e r

M B B / g b
8 8 - 7 2

E n c l o s u r e s



M r .  M i l t  B a r k e r  
D e p u t y  C o m m i s s i o n e r  
D e p a r t m e n t  o f  R e v e n u e  

1 1 t h  F l o o r  S t a t e  O f f i c e  

P o u c h ,  S 3
B l d g .

ALASKA DC^AATMcNT Cr P=y
TREASURY d iv i s io m '  '

JUr.'EAU

J u n e a u ,  A l a s k a  9 9 8 1 1
l

D e a r  M r .  B a r k e r :

I w o u l d  l i k e  t o  r e s p o n d  t o  y o u r  l e t t e r  o f  D e c e m b e r  13, 
r e g a r d i n g  o u r  v i e w s  o n  l e a s e  o b l i g a t i o n s .

L e a s e  P a y m e n t s  a r e  v i e w e d  i n  e s s e n t i a l l y  t h e  s a m e  l i g h t  

a s  d e b t  s e r v i c e  o n  g e n e r a l  o b l i g a t i o n  b o n d s ,  r e g a r d l e s s  o f  

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

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

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

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

t h e  o b l i g a t i o n s  t o  p a y  r e n t  a s  a n  a n n u a l  b u d g e t  i t e m ,  a n d  n o t  
a  l o n e  t e r m  d e b t  w i t h  a c o n t i n u i n g  a p p r o p r i a t i o n .  T h e  f a c t  

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

f o r  a s  l o n g  a s  t h e  p r o p e r t y  i s  b e i n g  u s e d  b y  t h e  l e s s e e .  VJhile 

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

o b l i g a t i o n s ,  S t a n d a r d  & P o o r ' s  w o u l d  b e  v e r y  c o n c e r n e d  a b o u t  a n  
i s s u e r ' s  g e n e r a l  o b l i g a t i o n  r a t i n g ,  i n  t h o s e  c a s e s  w h e r e  l e a s e s  

w e r e  c a n c e l l e d  a s  a p l o y  t o  a v o i d  p a y i n g  d e b t  o b l i g a t i o n s .

I ' v e  e n c l o s e d  s o m e  i n f o r m a t i o n  r e g a r d i n g  o u r  a p p r o a c h  to 

r a t i n g  l e a s e - r e n t a l  d e b t  o b l i g a t i o n s .  I f  y o u  h a v e  a n y  f u r t h e r  

q u e s t i o n s , f e e l  f r e e  t o  c o n t a c t  V l a d i m i r  S t a d n y k  o r  m y s e l f  a t  

( 2 1 2 )  2 0 1 - 1 7 6 7 .

R i c h a r d  P. L a r k i n  

M a n a g i n g  V i c e  P r e s i d e n t  

M u n i c i p a l  F i n a n c e  D e p a r t m e n t

c c :  V. S t a d n y k

T. A r t h u r



LEASE OBLIGATIONS
L e a s e  o b l i g a t i o n  c r i t e r i a

This policy statement updates and expands S&P's 
to x-exempt lease obligation criteria. Over the years, 
S iiP  has rated numerous lease transactions both of 
the instalment-sales and leveraged-lease types, for 
both real and personal property. Although the basic 
rating approach remains unchanged, some new inno­
vations in the field, such as "master" leases and lease 
pools, have required some additional criteria imple­
mentation.

Lease-secured ratings differ depending on the 
lease provisions and the strength of the repayment 
source. Because constitutional and statutory laws 
regarding leases vary, few generalizations can be 
made about them. However, lease obligations gener­
a l ly  fa ll into two categories:

(1) Leases resembling long-term debt.
(2 ) Higher risk obligations requiring annual ap­

propriations and having limited legal reme­
dies.

Ratings fo r the first category emphasize the long­
term and binding nature of certain leases regardless 
o f  whether they are considered debt for other pur­
poses such as debt limits or voting requirements. In 
cases where the lease is long-term, where the lessee 
covenants to budget and appropriate, where failure 
to appropriate constitutes an event of default, and 
where the legal recourse of a holder is similar to 
that of a long-term debt holder, ratings may be as 
high as the lessee's senior debt rating, depending on 
the capacity to make lease payments.

The second category involves leases which depend 
on budgetary appropriations (fiscal funding) by the 
lessee, and where legal remedies are limited in the 
event of nonappropriation. Owing to the risk that 
lease payments may be terminated before the obli­
gation is repaid, ratings on these transactions are 
lower than the lessee's full faith and credit rating. 
Typically the lease rating is one full category below.

To rate a lease transaction requiring an annual 
appropriation, S&P evaluates the following:

— General creditworthiness of the lessee.
-E ssen t ia l i ty  of the leased property.
—Security features in the lease agreement.
In addition, an opinion from a recognized bond 

counsel is necessary stating that the agreement is a 
net lease without the right o f offset. A second opin­
ion from lessee’s counsel is also required stating 
that the lease transaction is valid, legal, binding, 
and enforceable.

Rating approach

S&P will rate a lease upon receipt o f a formal ap­
plication. I f  the entity appropriating the lease pay­
ments is rated, a meeting with S&P may be optional. 
However, the nature o f the leased properly or lessee 
may make a meeting advisable. All documentation is 
due at least two weeks before the rating date. I f  ad­
ditional information is needed, the process may take 
longer.

Lease ratings reflect the credit qualities o f  the les­
see and, therefore, the analysis begins with a review 
of the lessee's long-term creditworthiness. Since the 
lease payments are generally not a direct and con­
tinuing obligation, the lease -ating is lower than the 
lessee’s senior debt rating unless additional credit 
strengths are present.

After assessing the lessee’s general credit 
strengths, the analysis focuses on the potential for 
an event of nonappropriation. Since leases must gen­
erally be renewed annually o r biannually, nonappro­
priation is a major risk for the lessor and, by assign­
ment, the certificate holder. Whether o r not funds 
will be appropriated often depends on the impor­
tance o f the leased property in providing essential 
services such as police and fire protection, general 
government or courthouse facilities or utility ser- 
v:ces. In addition, personal property leases fo r  tele­
communication systems, fleet purchases o f ro lling 
stock (such as police and fire vehicles), and centra l­
ized computer equipment are usually considered es­
sentia!. The use of the property is more important
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than its potential for technological obsolescence. 
However, the lease term should be matched to the 
property's useful life. S&P, therefore, gives greater 
weight to leased properties fulfilling essential roles. 
Leases for leas than essential, real or personal prop­
erty are viewed as weaker credits unless the lessee 
demonstrates —usually via a certificate of essential 
u s e - th e  need for the leased property. In a ll cases, 
the risk of nonappropriation may be reduced by I lie 
presence of a non-substitution provision which pre­
cludes the lessee from using the same or function­
ally similar property for at least :i0 days in the event 
o f nonappropriation. For property such as seasonal 
equipment, a longer period may he more suitable.

The history o f legislative authorizations for lease 
financings, prior leasing experience, and the “ in­
tent" o f the lessee (indicated, for example, by an eq­
uity interest in the leased property) are all impor­
tant in determining lease ratings. These factors, 
however, are not subst tutes fo r adequate legal pro­
tections. In some states, owing to constitutional or 
political limitations, lease debt is the only financing 
option. This tends to enhance these financings, For 
those leases where the effective date depends on suc­
cessful completion or acceptance of the property, the 
rating is "provisional." For a master lease, when the 
lessee uses one agreement for multiple leased prop­
erty. S&P requests that acceptance and the effective 
date of lease payments be tied to the receipt o f  the 
major lease component. The lessee can also substi­
tute other leased property to assure timely pay­
ments. Particularly for state level master-leases 
where numerous operating departments may be in­
volved. a simplified appropriation process helps as­
sure the timely payment of obligations. A dcbt-ser- 
vice reserve can provide additional strength.

A rating is assigned for each issue accepted fo r  re­
view, whether or not it is of investment grade quali­
ty. Applications which do not meet S&P's basic cri­
teria may not be accepted.

The following structural elements are viewed posi­
tively. Their absence or significant variation may 
adversely affect the rating:

—The term of the lease matches the term o f the 
issue. This avoids exposure on renegotiation; if 
state law prohibits long-term leases, renewal 
should be automatic.

—The lessee unconditionally agrees to make • 
rental or purchase-option payments as agreed. 
Such payments are not subject to counterclaim 
or offset pending the outcome of possible litiga­
tion over the leased property, the lease agree­
ment. or any other aspect of the transaction.

—The lessee agrees to request appropriations for 
lease payments in its annual budget.

—The lease has a nonsubstitution provision o f  at 
least .10 days in the event of a nonappropriation.

— In the event of a nonappropriation, the lessee 
agrees to make the specified purchase-option 
payment or to return the leased property to the 
lessor at its own expense.

—The lessee agrees to maintain the leased prop­

erty in good repair and to insure it against !o»s 
or damage in an amount at least equal to the 
purchase-option value or replacement costs, if 
repair and replacement are mandated by the 
lease agreemt nt I f  applicable, the lessee main­
tains business interruption insurance and a spe­
cial hazard policy. Self-insurance fo r these risks 
is permitted, so long as adequate reserve levels 
are maintained.

— For corporate lessors, there must he a sale and 
absolute ar^gnmer.*. of lease rental payment* to 
the trustee, This assures timely payment to the 
certificate holders if the lessor becomes insol­
vent Other methods of "insolvency-proofing" 
the lessor must be provided fo r  leveraged lease 
transactions.

—A security interest in the leased property is p ro­
vided.

— Potential taxability exposure to the certificate 
holders should be addressed.

— Permitted investments for "trusteed funds" 
should meet applicable guidelines.

Documentation requirements
Tho following documentation is required:
— A completed rating application.
— A bond ordinance or trust agreement.
— An offical statement or private p lace­

ment memorandum.
— Authorizing resolution of the governing 

body.
— Tho lease agreements.
— An assignment agreement.
— The lease payment schedule with p rinc i­

ple and interest components and the end 
payment in each year.

— A doccriphon ot the lessee. Its functions, 
services, management, and budgeting 
process, particularly as il concerns the 
lease payments.

— A general description ot the leased prop­
erly.

— A certificate of essential use describing 
the purpose and function of the leased 
property, locusing on its importance to 
the performance of the lessee's services 
for the duration of the lease term.

— If applicable, a delivery and installation 
schedule and a copy of tho acceptance 
certificate.

— The opinion of a recognizod bond coun­
sol that the leaso agreement is a net 
lease without the right of oftset, and an 
opinion from lessee's counsel that it is 
valid, legal, binding, and enforceable m 
accordance wiih its terms.

Additional documentation may bo requested if 
needod
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(f. Mil 1 Ions)

Pi sea 1 
Year

(1)
Unrest r 1cted 

Revenue
Sla te
con's 7.

(2)

IIA X

(3)

A*; ISA 7.
Cert 1 f 1 cates 

of Partic ipat ion 7.

('•)
School

Debt 7.

To ta 1 
Debt 

Service 7
77 8 7 A . 3 A1.9 A. HZ '1.5 . 27. 9.9' 1.1% 0 0 7. 9.0 1 .oz " 627T 7. IZ
78 76A. 9 50.0 6.5 ' 1.7 .2 10.1 J .3 0 0 11 .A 1.5 73.2 9.6
79 1 1 33.0 60.0 5.3 1.7 .2 10. 1 .9 0 0 22.3 2.0 9A.1 8.3
80 2501.2 75.1 3.0 uv 1.8 . 1 10.1 .A 0 0 2A.1 1.0 1 1 1.1 A. A
81 3718.2 97.6

l i 2 .1 10.0 .3 0 0 38. A 1.0 1 AH. 2 A.O
82 A108.A 97.5'

v 2 (.l.. T.1 .1 1 0.0 .2 0 0 38.3 .9 1A 8.1 3.6
83 3631.0 1 A3.6 A.O 2.3 .1 9.9 .3 0 0 36.2 1.0 192.0 5.3
8 A 3390.1 166.3 A. 9 2 0 .1 9.9 .3 0 0 91.2 2.7 269.A 7.9
85 3260.0 169.5 5.2 2.0 .1 9.9 .3 .8 0 92.8 2.8 275.0 8. A
8G 3075.0 163.2 5.3 1 .8 .1 9.9 .3 .5 0 105.3 3. A 280.7 9.1
87 1798.7 15A. 9 8.6 1 .8 . 1 6.5 .A .7 0 132.5 7.A 296. A J 6. 5

88 1934.2 1A 7.9 7.6 1.7 .1 6.5 .3 3.7 .2 118.1 6.1 277.9 1A.A

89 178A.3 135.5 7.6 1.8 .1 6.5 .A A. 8 .3 115.8 6.5 26A.A 1A.8
90 1 925.1 120.3 6.2 1.7 .1 6.5 .3 5.2 .3 110.2 5.7 2A3.8 12.7
91 1 870.5 95.5 5. 1 1.7 .1 6.5 .3 5.2 .3 102.9 5.5 211.7 11.3
92 183A.5 68.2 3.7 1.7 .1 6.5 .A 5.2 .3 100.9 5.5 182.5 9.9
93 1829.0 59.7 3.3 1.7 .1 5.9 .3 5.2 .3 98.9 5.A 171.3 9.A
9A 1757.5 33.9 1.9 1.5 .1 3.1 .2 5.2 .3 89.1 5.1 132.8 7.6
95 1682.5 23.1 1 .A 1.5 .1 1.5 .1 5.2 .3 78.6 A . 7 109.9 6.5
96 1631.7 21.5 1.3 1.5 .1 0 0 5.2 .3 69.5 A. 3 97.7 6.0
97 1610.3 16.7 1.0 1.5 .1 0 0 5.2 .3 A 2.1 2.6 65.5 A. 1
98 1 577.0 1A.A .9 1.5 .1 0 0 5.2 .3 A 1 .1 2.6 62.2 3.9
99 1522.0 9.0 6 1.5 .1 0 0 5.2 .3 39.2 2.6 5A.9 3.6
00 1A6A.2 2.6 .2 1.5 .1 0 0 A. 3 .3 28.6 1.9 37.0 2.5
01 1A 5 2 . 1 0 0 1.0 .1 0 0 A . 3 .3 26. 7 1.8 32.0 2.2
02 1A23.5 0 0 .A 0 0 0 A . 3 .3 9.1 . 6 13.9 1.0
03 1 393.1 0 0 .3 0 0 0 A . 3 .3 A . 6 .3 9.2 .7
0A 1397.A 0 0 .2 0 0 0 A. 3 .3 3 .A .2 8.0 .6
05 1A00.8 0 0 .1 0 0 0 A .3 .3 2.6 ' 2 7.1 .5

(1 )  September 1987 Department of Revenue revenue estimates, 30th percenti le .
(2)  University of Alaska bonds.
(3 )  Alaska State  Building Authority lease revenue bonds.

(A) Includes State reimbursement of municipal school dehl issued through June 30, 1987.
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Alaska

Reviewed ra l ng affirmed

R jt lo n a lo : Alaska's AA -  rating is alfirmed on S660 million of 
outstanding general obligation oonos The rating reflects the 
state a cfintmumg dependence on petroleum revenues, the slow 
process cl stabilization and continuing volatility ol the world oil 
market and the stale a conservative approach to petroleum 
revenue proieclions Financial performance is commensurato 
with tne rat ng as evidenced by a good cash and lund balance 
position and substantial permanent fund earnings available lor 
general fund appropriation In the economy, there are signs ol 
improvement in the secondary industries ol limber, hshirig, tour­
ism. and minerals Debt remains manageable, and is declining 
as the stale continues to meet capital needs on a pay-as-you- 
go basis Overall, the state's economy reltecls growth in popu­
lation, emciovment. and personal income and development in 
trade ana services sectors

Debt: The issuance ol state debt historically has been high, 
due to the state's commitment to its capital improvement pro­
grams Since the implementation ot a debt management policy 
m 1983, the state has not issued bonds to meet infrastructure 
requirements, out rather has relied on pay-as-you-go financing 
Depletion ot oil-related revenues has sharply reduced appropri­
ations to tne capital budget These appropriations (ell to S337 6 
million in fiscal 1987 from a hign S1 2 billion in fiscal 1985, a de­
cline ol SS04 million or 72 8% The fiscal 1988 budget projects 
another sharp drop in the capital appropriation to $100 7 mil­
lion, or a 70 2% tall Stale G O debt declined Irom 67% ol all 
Alaska public debt in 1972 to 31% in 1982, and 7% in 1986. 
Maximum annual debt service on all bonds is $ U 7 0 million, due 
in 1987 As currently structured, debt service retirem ents will 
decrease steadily through 1990 and accelerate through 2000

Econom y: Alaska's economic base remains primarily extrac­
tive, with maior dependence upon oil and gas production, aided 
by the supportive industries ol fishing, timber, tourism, and min­
erals In 1936, approximalely 86% ol state revenues -ame Irom 
royalties and taxes paid on state-owned oil and gas leases, In

1987 thu dependence declined lo 77% and is projected to be 
81% m 1988 Surveys indicate a declining production level tor 
both tne Cook inlet fields and the Prudhoe Bay Crude produc­
tion at Prudhoe Bay is approximately 560 million barrels an­
nually or I 53 million barrels per day Total statewide production 
is expected to peak at 1 85 million barrels per day and decline 
to about 775,000 barrels per day by fiscal 2000 This drop will 
be partially arrested by a rmscible gas tertiary recovery protect 
which will add approximately 115 million barrels to total Prudhoe 
reserves and by production ot 222,000 barrels per day Irom 
two new fields These projects are expected to add one and a 

ill lo five years to tho tile ol the Prudhoe Bay field The Alaska 
Jil A Gas Conservation Commission has estimated the slate s 
remammg recoverable reserves to be 6 6 billion barrels ot oil 
and 30 9 trillion cubic teet ol gas The fishing and limber indus­
tries are still important contributors lo Alaska's economy Total 
revenues lo hsnermen Irom catch sold in Alaska tor hscal 1986 
totaled $885 6 million compared to $700 million m hscal 1985 
and $602 3 million m hscal 1984 In 1986, tne wnotesaie value 
ot fish production was estimated at $1 7 billion While salmon 
catches have improved, the sneilhsh industry, a maior revenue 
contributor, continues lo be depressed with the decline ol 
Alaskan king crab and snnmp stocks Fish processing, which 
historically had been seasonal, is now a year-round enterprise, 
due largely to demand lor certain products, like surimi, a fish 
paste used in the manulaclure o l imitation crab legs The timber 
industry continues to be a significant contributor lo the Alaskan 
economy; however, its share o l export earnings has been de­
clining since 1980 Exports ol forest products have fallen at an 
average annual rate ol 10% due lo foreign competition and the 
strong U S dollar. In 1985, forest product exports from Alaska 
totaled $213 million or 21% of all state exports Given tuture de­
pletion ot oil reserves, some focus ot attention has been shifted 
to minerals and mineral deposits Shipments ot coal to Korea 
Irom the Usibelli mme began in 1984, and totaled 640,000 tons 
m 1986 Eleven million tons will be shipped over the file ot the
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contract. Development ol a world-class molybdenum mme by 
U S Borax & Chemical Co. has been postponed due to price 
deterioration Developmental activities are continuing with the 
Red Dog and Greens Creek zinc and lead mines. The Red Dog 
deposit is estimated at 29% ol total U S deposits and is the 
world's second urgest zi. ic mme Tourism c mtributes signifi­
cantly fo the economy, but is not expected to exceed 1986 lev­
els In 1986. approximately 783,000 visilors spenl over $1 bil­
lion.

Following completion ot the Trans Alaska Pipeline System in 
mid-1977, the population declined to 402.000 Irom 411,000, 
Meanwnile, state unemployment rose to 11.1% Irom 9 3% be­
tween 1977-1978. Due lo recenl weakness m oil and gas 
prices, 1985 annual unemployment rates have climbed to 
10 9% Irom 9 5% m 1985. The population has grown 25% be­
tween 1980-1984 The current estimated population is 
527,000 Government employment, historically high m Alaska, 
accounted lor 29% ol total income m 1980-1984 State per 
cao;ta money income rose 9 8% between 1981-t983 to 
$12,991, eauafing 136 9% ol the US average.

F inances: Despite price fluctuations m the world oil market, the 
stale nas maintained a good financial posture Pelroleum reve­
nues accounl lor approximately 85% ol general lund unre­
stricted revenues Based on forecasted declines m petroleum 
revenues, fiscal 1986 ended wilh 3n unreserved lund balance 
deficit ot $196 million To onset this deficit m hscal 1987.
$427 3 million was translerred Irom the budget reserve lund into 
the general lund, making it possible lor the general lund to end 
me rear with a $ 1 8 million deficit Preliminary figures lor fiscal

1988 indicate that as a direct result ol a decline in projected pe­
troleum revenues, a $520 million unreserved tund oalance defi­
cit has been identified It includes a S250 million appropriation 
Irom the general tund lo the budget reserve lund to assist in off­
setting the deficit for hscal 1988 Current information points to 
increased revenues in September which would eliminate the 
reed lor appropriating the tunas, and at the same time minimiz­
ing or completely eliminating any deficit. Otherwise, the stale 
could access $799 million composed ol permanent lund earn­
ings ($569 million) and the Raibett Energy Fund ($230 million) m 
available funds to correct the deficit Permanent fund earnings 
and a proposed $ 1 bilfion budget and reserve lund will be an in­
tegral part ot the slate's plan tor softening the volatile petroleum 
generated revenues. Recognition ol the weakened revenue 
posture is mirrored in the state's operating budget (or fiscal 
1988. The total operating budget ot $2 1 billion lor fiscal 1988 is 
$707 million (25 4%) less than fiscal 1986, and $294 8 million 
(12 4%) less than hscal 1987. The June 1987 revenue estimate 
lor fiscals 1987-1989 shows flat growth, Pelroleum rc -enues 
were an estimated 77% ol general lund revenues in 1987, 81% 
m 1988, and 83% in 1989 These estimates indicate the con­
tinued aommance ot petroleum revenues as the major contribu­
tor to the general lund Total permanent tund assets lor 1987 
are $8 8 billion Approximately $363 million ol investment earn­
ings Irom this lund m fiscal 1987 are available tor dividerd pay­
ments to each Alaskan resident Anticipated payout is $721 per 
person The permanent lund earnings available tor appropria­
tion m fiscal 1988 will be approximately $569 million

Anthony H Arthur (212) 203• 1777



M oody’s Credit Repor

S t a t e  o f  A l a s k a M a rc h  17, 1 987

C o m m e n t

Moody’s has been informed that both the senate The legislature is considering various measure-.
and ihc house o f representatives o f the State o f which would draw on reserves to erase the
Alaska have passed, by a iwo-thirds vote. undesignated General Fund deficit. The govern
legislation which allows use of the Budget Reserve intends to balance the budget for 1987-88. but r.<
Fund by the General Fund. Signature b> the definitixe action has been taken by the legislatur.
governor is expected within the next few days, and date.
the bill will be effective immediately This measure
should allow the state to finish its fiscal year
without further cash shortages.
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State ot Alaska Feb ru a ry  2 7 . 1 9 8 7

Comment

State of Alaska

The State o f  Alaska is facing a potentially serious 
cash shortage by the end o f  March unless corrective 
action is taken in the interim. General Fund 
revenues have been sharply reduced following the 
1986 break in oil pricing, with unrestricted 
revenues to the fund in 1985-86 about 11% below 
the level o f  the previous year. It has been estimated 
that the General Fund will need about S315 million 
in cash over and above expected receipts for ihe 
remainder o f  the 1986-87 fiscal year. At the present 
time, state officials expect that additional cash will 
be needed in the period between March 26, when a 
payroll is due, and April 1, when a debt service 
payment is due.
While Alaska has a liquidity problem, it also has 
substantial funded reserves. The General Fund 
contains a budget reserve which holds S431 million 
and a railbelt energy reserve which holds S280 
million. In addition, about S171 million o f  
Permanent Fund eamings are generally available to 
the General Fund. However, use o f  these funded 
reserves requires legislative authorization.

One o f two courses o f  action is considered likelv 
The first is that the legislature will appropriate 
sufficient ironies from the budget reserve Such 
legislation has been passed by the house and is 
pending in the senate but its usefulness is moot as 
house passage was only by simple majority, 
delaying effectiveness for 90 days, which is 
subsequent to the expected pressure date. It is 
possible that the senate could pass the legislation by 
a two-thirds vote and return it to the house; 
approval by that margin allows immediate 
effectiveness.
The second course o f  action available is use o f  the 
executive power o f impoundment. The governor 
has indicated that if necessary he will invoke that 
power. In August 1986, the governor used his 
impoundment power to reduce appropriations. 
Fairbanks North Star Borough and the borough 
school district in November 1986 filed suit seeking 
to enjoin the governor from exercising 
impoundment powers.
Moody's will continue to monitor this situation and 
further developments will be reported.

analyst; C. C o h e n
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A l a s k a  c o p e s  w i t h  volatile oil m a r k e t s

•'laska continues to be suOiectec) to revenue pressures created 
by the world Oil market s volatility January 1987 estimates pro- 
.ected a 6 2 ': decline in petroleum revenues in the fiscal year 
ending June 30 1987, winch would have led to a S t 06 billion 
.preserved tund balance deficit Only two months later, the situ­
ation changed fcr the oeller March 1907 estimates reflect an 
mproving revenue trend wnicn— along with certain remedial ac- 
• ons taken by tne state— will eliminate tne deficit Alaska will re­
strict *apitai loan program and general spending appropna- 
! ons and will use budget reserves and revenues that exceeded 
•-.e January estimate 

in light ol the ccrre.t.ve act-cr.s and the financial cushion pro- 
vded by earmngs from Alaska s permanent tund. the A A - ' 
•atmg is alfirmed on the stale s approximately 5656 million in 
outstanding general obligation debt However. S&P will continue 
•o monitor Alaska s financial pertormance, due to concerns 
over oil market volatility ano its ettec: on the state's revenue 
cerlorm-nce it is proiected that 7*% ol hscal 1987's general 
'.n d  revenues writ come Irom unrestricted petroleum revenues 

The January 1987 torecast revealed sharp declines in petro- 
eum-reiated revenues lor tiscals 1987-1989. with concurrent 
oecimes m tfie total general lund unrestricted revenues Maior 
declines were m the severance lax and royalties When com­
pared to fiscal 1986 actuals, severance tax revenues were esti­
mated to decline 58% m fiscal 1987. 59% m nscal 1988. and 
55% m fiscal 1989 Also versus fiscal 1986's actuals, royalties 
were expected to decrease 68% m fiscal 1987, 54% in hscal 
’ 938. ena  47% m hscal 1989 

As the oil market firmed, March 1987's forecast portrayed a 
~uch better trend Severance tax revenues are proiected to in­
crease 30% for hscal 1987. 21% for hscal 1988. ano 21% lor 
•seal 1989 As for royalties gams are expected to be 51% m 
-seal 1987. 22% m hscal 1588 and 18% m hscal 1989

Governor Steve Cowper plans to address hscal 1987 s •r-.-r 
nue pressures and eliminate the potential deficit by rest' : t  -g 
spending, lapping the budget reserve fund and grawmg m  ce 
manent lund earnings The state s financial plan protects del- 
cits lo f f seals 1988-1991. and proposes draws on 0 2 ^ 31-^"! 
lund earnmgs during those years lo the extent needed 3 i:er 
other revenue enhancement possibilities are applied T_e ” 3 .' 
on the permanent tund range Irom a n>gn ot S363 6 mm on - - 
cat 1987 to a low ol $15 5 million m hscal 1991 S&P beneves 
that the availability ol the permanent fund s earmngs *n. e r r . c 
a cushion to sotten adverse impacts Irom petroleum -e .e -.e  
declines Total permanent lund balance is 58 2 b :ncn e 
unencumbered earnmgs reserve lund trcm wnicn j'a .vs  ce 
made >s proiected to be 5510 million

Governor Cowper has submitted to tne legislature 3 ‘ sea 
1988 budget which takes into consideration reduc: cn ,n 
leum-reiated revenue The budget, whicn ’ntais 5 1 39 b or- r  
includes a S1 56 billion operating oudget. reflects 3 reouor c* * 
state spending ot approximately 26% over the leve’ auforoeo 
m hscal 1987 and 34% less than m hscal 1986 To e"su'e 3 
budget that would sustain state spending, the governor mace 
tour proposals reimposition ol the state income tax. ncreasrd 
fees and license costs, suspension ol the economic nm.it ’actor 
ai.ectmtj oi* taxes (a state lax incentive designed to enccur’ ce 
the oil mdusi'v to produce marginal heidsi and use ol a c z ' ’ h r 
ot permanent tund earmngs. The individual income tax is re t 
likely to receive early approval

Hyman C  Grossman ( 2  '2 ) 2C 3 - ' '5  
Vladimir Stadnyk ( 2  ’ 2 )  2C3- ' ' 3  
Aninony Arinur ( 2  >21 2 2 3 - * 7."



A l a s k a  a d j u s t s  t o  falling oil p r i c e s

m response lo sharpy declining wono o-i onces A'aska recently 
reduced revenue c'Oiec'ons ana w,n adiust its expenditure iov- 
eis accordingly These t meiy actions are in ke ep in g  w>ln me 
state s conservative accroach to dealing with possible fluctua­
tion* n .is mam revenue source Cii ana gas extraction taxes

S iP  n**,rms the A A- rating on Alaska S $752 7 million m 
outstanding general oo'.gation debt Tne rating is based on a 
cont ouing stronq tmanc.ai oosit on a rranaqeabie aeot posi­
tion jn a  an economy mat continues to evidence oopuiation 
growth, employment ga.-s ana maturation m the trade and ser­
vices sectors S&P believes mat over tho next several vears 
the availability ol approximately 52 billion ol unrestricted funds 
wilt sotten the impact on state revenues created by unfavorable 
fluctuations in wor'd oil prices The Situation will be contirviously 
monitored with a view to dent'lying the longer-term impact on 
state operations [F o r analysis on Alaska, see M ir  JCred'P 
Wee* )

in January 1986 Alaska forecast revenue levels at $3,125 
million n hscat '986 S2 7'9miit.onin 1987. and $2,258 m,iiion 
m 1999 To retiect lower Oil prices and decking North Slope

prodjd ion protections made in March reduce hscal 1986 s rev­
enues by $404 million. 1987 s by S64 t million and 1988 S by 
S643 million Oespite the cuts. Aiasxa sMi will achieve a surplus 
ot $230 million m hscal 1906 Altnougn current revenue protec­
tions are more conservative than those prepared in January, 
state forecasters acknowledge that the downside risk exceeds 
any perceived upside potential given tne instability ol tne od 
markets

included in me March numbers are lavorade adjustments tor 
the Trans Alaska Pipeline System (TAPS) lanfl ot approximately 
S85 million, $170 million, and $83 million tor hscal 1986. 1987. 
and 1988. respectively P'Scai 1986 s revenue promotions may 
be adiusted agam. up to S3.180 million trom S2.721 million, due 
to a $243 million Arco Alaska Inc settlement ana $216 million m 
refunds and legal expenses irom tne TAPS settlement

in addressing me ru-w revenue protections. Gove'cjr 
Sheffield proposed a pian designed to c a m e  rip e ^a  V e t  ,m 
temal controls on stale spenang for me remamaer o' ‘‘SOd 
1986 will be tigntened inciud-ng a n>r,ng Iree/e travel restric­
tions. and contract controls Stale employee contracts *  • ce 
reopened tor negotiation and reexam,nea fa save more, j - g  
preserve iocs To min.mice me impact ol budget reduCt ons z~ 
local taxpayers and the economy me governor r  j i  sucm "eo a 
proposal to me legislature wnicn would reduce some ope'at ng 
exoenses. capital construction, pass-tnrougn *unos to iocai 
governments and school districts and iOi n programs ' r e  j?-.. 
ernor has also proposed the immediate 'mp'emer tal on ol a 
budget reserve lund. >n which tne hscal '986 sure us ca" o-j de­
posited ter use to ohset the current oecime m revenues 
are being made to increase tne puDhc s awareness ot me s tu.*- 
lion

Tne impact ot reduced revenues on scena.rg -s sottened z .  
available and unrestricted casn totaling accrox-rratey j ’ s o" 
Ol mat, S515 m.ition is composed ot a seffemen; ; t  me : :  
tariff case, refunds for past Taps throughput and 'egn tees 
and a resolution ot me outer continental sneil issue w,m me fed­
eral government Other available funds are S2C0 miihon -n an 
unrestricted account for the Susitna power proiec! wn-cn w t 
not proceed an* a ramy day tund ot approximateiv $298 rrvit.cn 
m hscal 1985. $284 million in 1987. and S270 nrv. cn >n 1968 A 
last resort is the permanent lund. wnich now Iota's aocrcxi- 
mately S7 b'H'On use ot which would require a :onsf,tutionai 
cnange Promotions lor this uno are $8 5 biihcn .n hscal 1990 
and $16 6 billion m 2000

A rm o ry  H Arm\.f 
<2 i2 i 2CB- i ' r r

C o n t r o l l i n g  e x p e n d i t u r e s

APRIL 7 , 1986 16
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STEVE C O W P E R , G O V E R N O R

RE  PL Y TO:

□  1031 W 4lh AVENUE 
SUITE 200
ANCHORAGE, A lASKA 99501 1094 
PHONE (907 ) 270-3550

□  1st NATIONAL CENTER 
100 CUSHMAN ST 
SU IIE  400
IAIROANKS. AI.ASKA 99701-4079

L F e O  ROX K -S fA T E  CAPITOL 
JUNEAU, ALASKA 9 9 0 I I -0300 
PHONE (907 ) 465 3 6 00

Alaska State Legislature.
P . O .  B o x  V  

Juneau, AK 99811

Re: Specific authority for ASBA to
finance Anchorage court fa c i l i ty

Dear Senator Halford:

During a meeting of the Senate Finance Committee on 
March 16, 1988, you requested our opinion concerning the neces­
sity to obtain specific approval for Alaska State Building Au­
thority (ASBA) involvement in the Anchorage court f a c i l i ty  proj­
ect. AS 18.55.100(d) requires ASBA to receive leg is la tive  review 
and approval before i t  may "proceed" with a lease-purchase f i ­
nancing under AS 18.55.100(a)(15). The author of this memorandum 
offered the opinion that the approval given to the supreme court 
in sec. 3, ch. 78, SLA 1984 was adequate to satisfy  the review 
and approval requirements of AS 18.55.100(d).

We regret that there was not more time to reflect on 
the basis for the opinion before i t  was given orally  to the com­
mittee. Upon careful review and consultation with others, we 
wish to express substantial reservations concerning the wisdom of 
proceeding without specific approval of ASBA as lessor of the 
court fa c il i ty  project. Foremost, our reservations are based on 
consideration of the reaction of bond counsel and underwriters to 
any departures from the review and approval process set out in AS 
18.55. They may balk at giving an unqualified approval for a 
project unless a new approval specific to ASBA is granted. Our 
concern is also based on the fact that the ear lie r  approval given 
for the project in ch. 78, SLA 1984 was enacted before the review 
and approval requirement set out in AS 18.55.100(d) was added to 
4SBA's enabling Act.

The willingness to accept the approval granted in 1984 
was based in part on our long-held opinion that a leg is la tive  
veto of specific projects violates the separation of powers doc­
trine. I t  is also significant that the requirement of leg is la ­
tive review and approval of ASBA projects is the more recent en­
actment. We have successfully maintained in a lawsuit involving 
the Alaska State Housing Authority (ASHA), ASBA's predecessor

March 17, 1988

Hon. Rick Halford, Co-chairman 
Senate Finance Committee

OS .Cb lM V /7  /fir



Hon. Rick Halford, Co-chairman
Senate Finance Committee
Re: Specific authority for ASBA

March 17, 1988
Page f 2

agency, that the legislature may not reserve approval power over 
specific projects proposed by ASHA. However tne legislature may 
by law enact specific standards for the exorcise of the power of 
ASHA to lease public buildings. The decision in the case involv­
ing ASHA was not appealed to the supreme court. Based on the 
superior court's decision, we believe that a leg is la tive  approval 
required by statute is not a valid requirement and should not 
prevent ASBA from proceeding with the project. However, as men­
tioned earlie r , potential investors usually are very cautious to 
explore the legal authority for this type of financing and w ill  
require adequate assurances that ASBA has the power to proceed 
and the blessings of the legislature.

In our opinion, i t  would be prudent to provide a new 
authorization for the Anchorage court fa c i l i ty  by enacting the 
provisions of sec. 3 set out in SB 328. That b i l l  is currently 
pending consideration in the State Affairs Committee. Rather 
than provide the committee with a le tter  of intent with the terms 
you requested, we suggest that the committee consider adding to 
the b i l l  under consideration aa effective date which states: "*
Sec. . This Act takes effect on the effective date of an Act 
authorizing the Alaska State Building Authority to proceed with 
the Anchorage court fa c i l i ty  pursuant to AS 18.55.100(d)."

We regret the change in position and any inconvenience 
i t  may have caused the committee. However, this inconvenience is 
necessary to assure that the financing w ill  not be bogged down by 
the uncertainty of potential investors in any bonds issued by the 
financing authority.

Sincerely yours,

GRACE BERG SCHAIBLE
ATTORNEY GENERAL

Jaflies L. Baldwin 
Assistant Attorney General

JLB/pjg
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303 " K "  STREET 
ANCHORAGE. ALASKA 

99501 ( 9 0 7 )  7 7 4  t i l l

F e b r u a r y  22, 1988

Senator Rick Halford 

Alaska State Legislature 

P. 0. B o x  V  

J u n e a u ,  A K  99811

D e a r  Senator Halford:

Enclosed is the project o v e r v i e w  that y o u  requested o n  behalf of the S enate 

Finance Committee.

T h e  report d o c u m e n t s  o u r  findings as to n e e d  for the e x p a n s i o n  project, the 

history of project d e v e l o p m e n t ,  the project b u d g e t  including the architect's 

c u r rent estimate for construction cost, a n d  a record of e x p e n s e s  to date 

indicating the n e e d  for $1,500,000 to complete the initial project d e v e l o p m e n t  

prior to sale of the b o n d s .

A r t h u r !  r. S r T b w d e n , n l  

Administrative Director

A H S : b h

Enel

2/22/88-2



P R O J E C T  O V E R V I E W  

A N C H O R A G E  C O U R T H O U S E  E X P A N S I O N  P R O J E C T

F E B R U A R Y  22, 1988

O F F I C E  O F  A D M I N I S T R A T I V E  D I R E C T O R  

A L A S K A  C O U R T  S Y S T E M  

303 K  S T R E E T  

A N C H O R A G E ,  A L A S K A  99501 

(907) 264-05*17
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I. P R O J E C T  D E S C R I P T I O N  '

T h e  court currently occupies t w o  adjacent buildings in the d o w n t o w n  

busi n e s s  district. T h e  older building fronts o n  F o u r t h  A v e n u e  a n d  b o r­

ders o n  K  Street, a n d  constituted the court's facilities from 1984 until 

1973, In 1973, the court took o c c u p a n c y  of the n e w l y - c o nstructed, adja­

cent B o n e y  Memorial court building at T h i r d  A v e n u e  a n d  K  Streets. 

T o g e t h e r  these buildings p r o vide the A n c h o r a g e  court with 208,000 s q u a r e  

feet of floor space.

O u r  current facilities are deficient in a n u m b e r  of w a y s .  O n e  of the most 

significant is that b o t h  buildings p e r m i t  serious b r e a c h e s  of security. 

Prisoners are circulated t h r o u g h  public corridors a n d  lobbies a n d  the 

potential for e s c a p e  a n d / o r  hostage situations is great. Split d e p a r t m e n t s  

a n d  the resultant disruption of w o r k  flow a n d  public inconvenience is 

impossible to correct without extensive a n d  costly remodelling to bo t h  

buildings. Existing jury a s s e m b l y  facilities are s u b s t a n d a r d  with respect 

to providing a d e q u a t e  space to instruct jurors a n d  to allow appropriate 

s p a c e  for waiting. T h e  existing district court building is significantly 

deficient with respect to c u r r e n t  fire c o d e  a n d  seismic requirements, a n d  

the mechanical a n d  electrical s y s t e m s  are inadequate a n d  difficult to 
remodel.

T h e  n e w  facility will correct deficiencies in the existing court buildings, 

will consolidate court offices a n d  court-related agencies a n d  will p r o vide 

s p a c e  for future g r o w t h .  (See G r a p h  1) T o  e n h a n c e  security the n e w  

d e s i g n  allows for three separate circulation patterns: general public

circulation; private circulation for court s y s t e m  staff; a n d  s e c u r e d  

prisoner circulation. T h e  circulation patterns, in conjunction with a n  

easily operated c a r d  security s y s tem, will p r o vide a level of security that 

is impossible to achieve in the p r e s e n t  facilities a n d  is n e e d e d  to protect 

the public a n d  judicial staff fr o m  the h e i g h t e n e d  risks associc*ed with 

prisoner escapes. T h e  n e w  facility also prov i d e s  for a s e c u r e d  sallyport 

for prisoner m o v e m e n t  to a n d  from the c o u r t house. T h e  n e w  facility will 

also eliminate the c u r r e n t  s p a c e  rental costs for d e p a r t m e n t s  h o u s e d  in 

leased space. T h e  training center will eliminate the cost of renting sp a c e  

for magistrate, judicial a n d  clerk conferences. T h e  e x p a n d e d  a n d  

r e d e s i g n e d  jury a s r e m b l y  facilities reflect c u r r e n t  m o d e l  s t a n d a r d s  for jury 

m a n a g e m e n t .  O t h e r  necessities are p r o v i d e d  as well.

February 22, 1988 1



I "T  ■

v>

Afetkt Ooul 6 y»t«m
Offlo* Spao* N**dc -  1 0 8 8  through £ 0 0 3

Y ta r

G r a p h  l

Fiscal I m p a c t

E s t i m a t e d  C o s t s  fro m  P r e s e n t  to Co m p l e t i o n  of Alternative 

D e s i g n  C o s t s  

C o n s t r u c t i o n  Co s t s

R e i m b u r s e m e n t  o f  Public Facilities Planning F u n d  (1)

Project C o s t s  I n c u r r e d  to D a t e  N o t  Applicable to Alternative 

C o n t r a c t  T e r m i n a t i o n  C o s t s  

N o n - r e c o v e r a b l e  Project Costs

E s t i m a t e d  A n n u a l  O p e r a t i n g  Costs 

D e b t  S e r vice (2)

O p e r a t i o n s  a n d  M a i n t e n a n c e  C o s t s  (3)

O t h e r  Justice-Related A g e n c y  R e n t  Offsets (4)

$ 1,500,000 
82,500,000 
• 750,000

0

0

$8,880,000
1,683,300
(870,500)

N o t e s :

(1) R e p a y m e n t  of loan for d e s i g n  costs.

(2) C o n s t r u c t i o n  financed with 30-year, l e a s e - r e v e n u e  b o n d s .

(3) C o s t s  estimated at $.40 p e r  s q u a r e  foot p e r  m o n t h  for n e w  space.

(4) S a v i n g s  f r o m  c u r r e n t  rental costs (48,360 s q u a r e  feet at $1.50 p e r

foot p e r  m o n t h ) .

February  22, 1968 2



II. P R O JE C T  H ISTO RY

In P Y  1912, the A l a s k a  State Legislature appropriated f u n d s  to th*. Alaska 

C o u r t  S y s t e m  for land acquisition, a n d  planning a n d  d esign of n e w  court 

facilities in A n c h o r a g e .

S p a c e  M a n a g e m e n t  Consultants, a nationally recognized judicial space 

m a n a g e m e n t  firm, w a s  hired to develop a plan for the facility. B a s e d  on 

d e s i g n  guidelines, s p a c e  standards, a n d  interviews with d e p a r t m e n t  h e a d s  

to d e t e r m i n e  staff needs, S p a c e  M a n a g e m e n t  Consultants dev e l o p e d  a 

p r o g r a m  d o c u m e n t  projecting personnel requir e m e n t s  a n d  space require­

m e n t s  to the year 2005. This d o c u m e n t  f o r m e d  the starting point for the 

architect's design w o r k .

T h e  court s y s t e m  p u r c h a s e d  the land across I Street b e t w e e n  4th a n d  the 

alley for a n  e x p a n s i o n  of court facilities. T h e  firm of M c C o o l - M c D o n a l d  of 

Alaska, Inc., w a s  c h o s e n  to d e sign the n e w  building. T h e  n e w  facility 

w a s  p l a n n e d  to p r o v i d e  a n  additional 350,000 s q u a r e  feet of space, in 

o r d e r  to meet the court's projected n e e d s  to the ye a r  2005.

T h e  A n c h o r a g e  court e x p a n s i o n  project h a s  h a d  a long history of interac­

tion with A n c h o r a g e  municipal g o v e r n m e n t a l  agencies o v e r  the past several 

years. In J a n u a r y  1982, court administrative staff m e t  with municipal 

p l a n n e r s  to discuss the p r o p o s e d  project. Later in 1982, meetings w e r e  

held with the m a y o r  a n d  the municipal a s sembly. T h e  project architect m e t  

with representatives from municipal engineering, planning, traffic a n d  fire 

protection agencies. F o u r  design s c h e m e s  w e r e  created. Meet i n g s  c o n­

tinued t h r o u g h o u t  1982, o n  a variety of subjects relating to the p r o p o s e d  

project.

In O c t o b e r  1982, the court s y s t e m  filed a Conditional U s e  Application with 

the Municipal Planning a n d  Z o n i n g  C o m m i s s i o n ,  requesting final approval of * 

the d e s i g n  w h i c h  h a d  b e e n  preferred b y  municipal staff. H o w e v e r ,  in 

D e c e m b e r  1982 the Planning a n d  Z o n i n g  C o m m i s s i o n  d e n i e d  the court's 

application. T h e  court s y s t e m  appe a l e d  the decision of the Planning a n d  

Z o n i n g  Co m m i s s i o n .  T h e  B o a r d  of A d j u s t m e n t  g r a n t e d  portions of the 

court system's appeal in A u g u s t  1983.

In 1984 the A laska State Legislature authorized the court s y s t e m  to enter 

into a l ease/purchase a g r e e m e n t  for construction of a court facility in 

A n c h o r a g e .  T h e  Municipality of A n c h o r a g e  ( M O A )  h a s  indicated a willing­

nes s  to finance the e x p a n s i o n  project t h r o u g h  the issuance of municipal 

r e v e n u e  b o n d s .

O n  A u g u s t  23, 1984, the A l a s k a  C o u r t  S y s t e m  again filed a r e q u e s t  to the 

Planning a n d  Z o n i n g  C o m m i s s i o n  for final approval of its conditional u s e  

application. T h e  court s y s t e m  w a s  required to m e e t  with the U r b a n  D esign 

C o m m i s s i o n  a n d  the Ceotechnical C o m m i s s i o n  prior to a n y  Planning a n d  

Z o n i n g  C o m m i s s i o n  action.

Seismic risk to buildings in A n c h o r a g e  generally is c o n s i d e r e d  to b e  quite 

high. Recognizing this fact, a n d  considering the public n a t u r e  of the 

judicial function, the court s y s t e m  e n g a g e d  seismic design e x p e r t s  H. C. 

S h a h  a n d  T .  C. Zsutty of Stanford University to develop seismic design 

criteria for the n e w  facility. In conjunction with S h a h  a n d  Zsutty's 

r e c o m m e n d a t i o n s ,  a geotechnical investigation a n d  report w a s  c ompleted b y

February  22, 1988 3



W o o d w a r d - C l y d e  Consultants. Following completion of the seismic criteria 

a n d  the geotechnlcal report, a structural d e s i g n  narrative w a s  p r e p a r e d  b y  

C o f f m a n  Engineers, Inc. of A n c h o r a g e ,  Alaska. T h e  p u r p o s e  of the 

narrative w a s  to present a preliminary structural design that w o u l d  satisfy 

the seismic design criteria established b y  the two previously m e n t i o n e d  

reports. This material w a s  p r e s e n t e d  to the Ceotechnical Commission.

T h r o u g h o u t  1985 a n d  1986 Dr. S h a h  c o n t i n u e d  to w o r k  with representatives 

from W o o d w a r d - C l y d e  a n d  C o f f m a n  Engineers, to devise detailed seismic 

d esign criteria to a d d r e s s  a n y  seismic c o n c e r n s  b r o u g h t  b y  the M O A  

commissions relating to construction of the court facility o n  the p r o p o s e d  

site.

O n  J u n e  30, 1986 the Planning a n d  Z o n i n g  C o m m i s s i o n  g r a n t e d  the A laska 

C o u r t  S y s t e m  a conditional u s e  permit after almost four years of u n a n t i c­

ipated delay. T h e  delay has significantly increased the up-front costs 

associated with the project. Interim remodelling projects w e r e  p u r s u e d  in 

the existing facility to allow o v e r c r o w d e d  d e p a r t m e n t s  to continue to f u n c­

tion. Professional fees m o u n t e d  as c o m p l e t e d  tasks h a d  to b e  r e v i e w e d  a n d  

u p d a t e d  d u e  to the long p a s s a g e  of time. T h e  result of this delay is that 

the court lacks $1.5 million in b u d g e t e d  f u n d s  to complete the p l a n n i n g  

a n d  design process for this project. (See A p p e n d i x  T w o )

In April 1987 the architect's consultant t e a m  completed the schematic 

design p h a s e  a n d  in N o v e m b e r  1987 the w o r k  o n  the d esign d e v e l o p m e n t  

p h a s e  w a s  completed. T h e  consultant t e a m  is n o w  in the construction 

d o c u m e n t s  p h a s e  w h i c h  will b e  complete in M a y  1988. T h e  project is 

sche d u l e d  to g o  to bid in early Ju n e ,  with a target completion date of 

M a r c h  1991.

D u r i n g  this time the court s y s t e m  a n d  the municipality h a v e  also c o m e  to 

a n  out-of-court settlement o n  a case that h a d  b e e n  in litigation since 1978. 

T h e  settlement r e a c h e d  in D e c e m b e r  1987 provides $350,000 for e m p l o y e e  

a n d  juror p a r k i n g  at the 6th a n d  H  p a r k i n g  g a r age, to b e  u s e d  b y  F e b r u ­

ar y  1, 1993.

In o r d e r  to p r e p a r e  the land p u r c h a s e d  for expansion, the existing build­

ings along 4th A v e n u e  w e r e  de m o l i s h e d  in the fall of 1987.
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III. EV A LU A TIO N  OF NEED FOR EXPANSION P R O JECT

A. Estimation of N e e d s

T h e  future space n e e d s  of the A n c h o r a g e  court facility w e r e  derived 

from a model w h i c h  forecasts court staffing levels a n d  resultant space 

n e e d s  b a s e d  o n  c h a n g e s  in trial court caseloads a n d  c h a n g e s  in 

general e c o n o m i c  conditions. T h e  model forecasts space n e e d s  for the 

period 1988 t h r o u g h  2003.

T h e  model is b a s e d  o n  multiple regression analysis of historical 

caseloads, population a n d  e c o n o m i c  data. Multiple regression analysis 

is u s e d  to dete r m i n e  the mathematical importance of several i n d e p e n­

de n t  variables in predicting the value of a d e p e n d e n t  variable. In 

the present model, the i n d e p e n d e n t  variables of state population, 

state non-agricultural/civilian e m p l o y m e n t ,  a n d  state operating b u d g e t  

are u s e d  to predict the d e p e n d e n t  variable of trial court crse filings. 

With the inclusion of statewide oil production as a n  i n d e p e n d e n t  

variable, the model also predicts appellate court a n d  administrative 

office starfing. R e g r e s s i o n  analysis is o n e  of the most widely u s e d  

" c u r v e  fitting" techniques a n d  is appropriate for intermediate a n d  

long-term forecasts. T h e  regression analysis p r o d u c e s  a n  equation 

w h i c h  c a n  b e  u s e d  to predict future values of the d e p e n d e n t  variable 

b a s e d  o n  estimated values of the i n d e p e n d e n t  variables. T h e  histori­

cal data for the model w a s  obtained from the court system's annual 

report a n d  f r o m  various publications of the state's D e p a r t m e n t  of 

Labor.

R e g ression analysis, as well as other historical-based forecasting 

techniques, suffers f r o m  a n u m b e r  of limitations. Thi s  m e t h o d  of 

forecasting a s s u m e s  that past mathematical relationships will continue 

to b e  valid in the future. Additionally, it is not possible to c o n­

struct a model that a d e q u a t e l y  reflects all real world factors that 

affect caseloads a n d  staffing. Further, historical caseload a n d  

staffing statistics are difficult to obtain a n d  the statistics that are 

available m a y  not h a v e  b e e n  reported o n  the s a m e  basis o v e r  the 

analysis period. T h e  regression analysis w a s  b a s e d  o n  only 15 years 

of data. T o  evaluate the A n c h o r a g e  c o u r t h o u s e  e x p a n s i o n  project 

required a 15-year forecast of space needs. T h e  model m a y  not h a v e  

h a d  sufficient data to forecast s u c h  a long period. In v i e w  of these 

limitations, the model's projections should be u s e d  with caution.

T h e  future econ o m i c  data u s e d  in the regression formulas w a s  o b ­

tained from the Institute of E c o n o m i c  a n d  Social Research's Alaska 

E c o n o m y  a n d  H o u s i n g  M a r k e t  report, dated O c t o b e r  1987. This 

report provides projections of e c o n o m i c  a n d  population data from the 

p r e sent t h r o u g h  the y e a r  2010 u n d e r  several economic scenarios. T h e  

report's ba s e  econ o m i c  forecast w a s  u s e d  in the model. Oil p r o d u c­

tion data w a s  obtained from a report from the D e p a r t m e n t  of Labor.
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B. Case l o a d  Forecasting

T h e  model contains four caseload/staffing forecasting c o m p o n e n t s .  

T h e  four c o m p o n e n t s  are non-traffic filings/staffing, traffic fil­

ings/staffing, appellate courts staffing, a n d  administration staffing. 

Separate c o m p o n e n t s  are required to forecast staffing n e e d s  for each 

u n i q u e  c a s e l o a d / p e r s o n n e l - s p a c o - r e q u i r e m e n t s  category. F or example, 

clerical staff is allotted 70 s q u a r e  feet of floor s p a c e  while superior 

court judges a n d  related s u p p o r t  staff are allocated a c o m b i n e d  2,320 

s q u a r e  feet. Per s o n n e l - s p a c e  s t a n d a r d s  a re d i s c u s s e d  in a later 

section.

T o  develop the first c o m p o n e n t  of the model, the relationship of 

A n c h o r a g e  non-traffic case filings to state population, statewide 

non-agricultural/civilian e m p l o y m e n t ,  a n d  the state operating b u d g e t  

w a s  analyzed for the period of 1973 to 1987. S e p a r a t e  analyses w e r e  

p e r f o r m e d  for A n c h o r a g e  superior court, district court, a n d  total 

non-traffic case filings. R e g r e s s i o n  formulas w e r e  d e v e l o p e d  for each 

category of case filings.

T o  translate the forecasted non-traffic caseloads into staffing require­

ments, historical staffing patterns for the A n c h o r a g e  trial courts w e r e  

reviewed. W o r k l o a d  s t a n d a r d s  w e r e  d e v e l o p e d  for eac h  personnel- 

s p a c e - r e q u i r e m e n t  category affected b y  non-traffic filings. T h e  

w o r k l o a d  s t a n d a r d s  u s e d  in the model are 868 case filings p e r  s u p e­

rior court judge, 2,562 case filings p e r  district c o u r t  judge, a n d  300 

case filings p e r  clerical position. T h e s e  figures are the w o r k l o a d  

a v e r a g e s  for fiscal year 1987. T h e  1987 figures a p p e a r  to be r e p­

resentative long-term pro d u c t i v e  capabilities. T h e  forecasted case 

filings w e r e  divided b y  these s t a n d a r d s  to estimate future staffing 

levels for the three categories of e mp l o y e e s .

T h e  s e c o n d  forecasting c o m p o n e n t  of the m o d e l  w a s  d e v e l o p e d  b a s e d  

o n  the relationship of A n c h o r a g e  traffic filings to state population, 
statewide non-military e m p l o y m e n t  a n d  the state operating b u d g e t .  A  

regression formula w a s  d e v e l o p e d  to correlate traffic caseloads to the 

identified data. T h e  forecasted traffic filings w e r e  c o n v e r t e d  to

staffing requir e m e n t s  b y  dividing the forecasted caseloads b y  the 

w o r k l o a d  s t a n d a r d  of 3,000 case filings p e r  troffic clerical staff,

w h i c h  is the long-term standard. O t h e r  trial court staffing w a s  

estimated at 12 p e r c e n t  of the total of judicirl, non-traffic a n d  traffic 

clerical staffing, w h i c h  is a long-term a v e r a g e  of this ratio.

T h e  third a n d  fourth c o m p o n e n t s  of the m o d e l  w e r e  d e v e l o p e d  b y

separately correlating historical appellate courts a n d  administrative

office staff levels for the period of 1974 to 1987 to state population, 

statewide non-agricultural, civilian e m p l o y m e n t ,  the state operating 

b u d g e t ,  a n d  oil production data. R e g r e s s i o n  formulas w e r e  d e v e l o p e d  

for e a c h  category a n d  w e r e  u s e d  to predict staffing levels b a s e d  on 

future c h a n g e s  in the econ o m i c  a n d  population factors. In addition to 

court s y s t e m  offices, the A n c h o r a g e  facility will h o u s e  the Alaska 

State T r o o p e r s  Judicial Services, the A n c h o r a g e  Alcohol Safety Action 

P r o g r a m ,  the D e p a r t m e n t  of Tran s p o r t a t i o n  a n d  Public Facilities 

C o u r t h o u s e  M a i n t e n a n c e  Section, a n d  the Municipality of A n c h o r a g e  

W a r r a n t s  Section.

Staffing requir e m e n t s  for these entities w e r e  obtained from the s t u d y  
p r e p a r e d  b y  S p a c e  M a n a g e m e n t  Consultants.
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C. S p a c e  R e q u i r e m e n t  Estimation

S p a c e  r e q uirements for the A n c h o r a g e  court facility w e r e  deter.itined 

b y  applving s t a n d a r d  per s o n n e l - s p a c e  allocation factors (see A p p e n d i x  

O n r )  to the forecasted staffing levels for each year of the forecast 

period as depicted in G r a p h  No. 1. Specialized space needs, s u c h  as 

courtrooms, hearing r o o m s  a n d  deliberation rooms, w e r e  a d d e d  to 

judicial e m p l o y e e  sp a c e  needs. T h e  estimated total pe r s o n n e l - s p a c e -  

requirements w e r e  multiplied b y  a factor to c o m p u t e  building g r o s s  

s q u a r e  footage n e e d s .  A  multiplier factor of 3.4 w a s  u s e d  to calcu­

late building g r o s s  s q u a r e  footage from net s quare footage. Net 

s q u a r e  f >otage is h e r e  defined to b e  that space w h i c h  relates to 

personnel space n e e d s .  This multiplier m a k e s  provision for the 

following types of spaces: circulation, clerical a n d  other w o r k  areas,

public lobbies, reception a n d  waiting areas, lib *ary facilities, judicial 

services other t h a n  personnel areas (holding cells, prisoner* circula­

tion, control center, toximeter room, etc.), all forms of storage, 

e q u i p m e n t  rooms, public counter areas, duplication rooms, freight 

delivery, refuse storage a n d  p i c k u p  d o c k s ,  jury a s s e m b l y  areas a n d  

training center areas. T h e  multiplier m e t h o d  differs from the m e t h o d  

u s e d  b y  S p a c e  M a n a g e m e n t  Consultants ( S M C )  in the original p r o­

gr a m .  T h e  multiplier factor u s e d  in the model w a s  calucated to 

a p p r o x i m a t e  the g r o s s  s q u a r e  footage determined b y  the S M C  m e t h o d .  

Sufficient time w a s  not available to replicate the model u s e d  b y  S M C .  

A  preliminary c o m p a r i s o n  of the two m e t h o d s  indicates the multiplier 

m e t h o d  predicts a slightly higher c u r r e n t  gross s q u a r e  footage n e e d  

t han the S M C  model. H o w e v e r ,  the combination of court s y s t e m  

staffing estimates a n d  the multiplier predicted slightly lower future 

space n e e d s  than the S M C  m e t hod.
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Projected Office Space Needs In Anchorage -  1 9 8 8  through 2 0 0 3
600 -i----------------------------------------------------------------------------

A l a s k a  C o u r t  S y s t e m

Yeor

G r a p h  2

Estimated Staffing a n d  S p a c e  R e q u i r e m e n t s

Estimated

Y e a r

Trial

C o u r t s

A p l  C t s  

6 A d m i n A A S A P

Judi

S v c

M O A

W a r r

D O T

Maint

Total

Staff

S p a c e

N e e d s

1987 209 119 11 5 6 4 354 322,473

1988 202 112 11 5 6 4 340 322,473

1989 200 115 11 6 6 4 342 322,711

1990 200 116 12 7 6 4 345 323,187

1991 206 117 12 8 6 4 353 331,551

1992 206 118 13 9 7 4 357 332,265

1993 207 117 13 10 7 4 358 332,503

1994 209 122 13 11 7 4 366 333,693

1995 212 123 14 12 8 4 373 334,883

1996 21*1 121 14 13 8 4 374 335,359

1997 221 129 15 14 9 4 392 345,627

1998 224 132 15 15 9 4 399 347,293

1999 227 132 16 16 9 4 404 348,721

2000 233 133 16 17 9 4 412 357,561

2001 236 132 17 18 10 4 417 358,989

2 002 241 137 17 19 10 4 428 361,063

2003 244 140 18 20 10 4 436 370,022
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A P P E N D I X  O N E  

P R O J E C T  B U D G E T

Construction Cos t

Fu r n i s h i n g s  -.id E q u i p m e n t

Construction C o n t i n g e n c y

Art-in-Public-Places A m o u n t

Construction Administrative Costs, 

Including Permits, Construction 

M a n a g e m e n t  Fees, etc.

$67,570,000

6,000,000

6,652,000

665,000

4,000,000
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A P P E N D I X  T W O

A L A S K A  C O U R T  S Y S T E M  

A N C H O R A G E  C O U R T H O U S E  E X P A N S I O N  P R O J E C T

E X P E N D I T U R E S  to 2/15/88

Site Acquisition, Demolition, a n d  Permits $3,258,661.60

P r o g r a m m i n g  665,940.97

Facilities Design, Seismic Investigation 3,478,460.34

R e m o d e l i n g  Existing Buildings 1,151,786.66

Utilities Relocation 925,119.91

W a r e h o u s e  Co s t s  17,621.24

Rental P r o p e r t y  Costs 4,840.41

Financing Costs 3,089.80

T O T A L  $9,069,672.03

F u n d s  N e e d e d  to C o m p l e t e  D esign 

P h a s e s  Prior to Sale of B o n d s

Completion of Construction D o c u m e n t s  $1,223,596.00

R e v i e w  a n d  Permit Fees 143,404.00

B i d d i n g  Costs 133,000.00

T O T A L  $1,500,000.00
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H o u s e  C o u r t h o u s e  C o m m i t t e e  

A n c h o r a g e  L I O  

D e c e m b e r  16, 1 9 8 8

H o u s e  M e m b e r s  P r e s e n t :

R e p r e s e n t a t i v e  M a x  G r u e n b e r g ,  C h a i r  

R e p r e s e n t a t i v e  P a t  P o u r c h o t  

R e p r e s e n t a t i v e  T e r r y  M a r t i n  

R e p r e s e n t a t i v e  A l i c e  H a n l e y  

R e p r e s e n t a t i v e  W a l t  F u r n a c e

S e n a t e  M e m b e r s  P r e s e n t :

S e n a t o r  R i c k  U e h l i n g

T e s t i f y i n g  f r o m  A n c h o r a g e :

A r t  S n o w d e n ,  A d m i n i s t r a t i v e  D i r e c t o r ,  A l a s k a  C o u r t  S y s t e m  

B r i a n  S h o r t e l l ,  P r e s i d i n g  J u d g e  o f  t h e  T h i r d  J u d i c i a l  D i s t  

K i t  D u k e ,  F a c i l i t i e s  M a n a g e r ,  C o u r t  S y s t e m

D o n  S i m m o n s ,  E x e c u t i v e  A s s i s t a n t  t o  t h e  A n c h o r a g e  C i t y  M a n a g e r

: 0 0  -  M e e t i n g  w a s  c a l l e d  t o  o r d e r  b y  R e p r e s e n t a t i v e  G r u e n b e r g ,  

c h a i r  o f  t h e  c o m m i t t e e  a t  1 0 : 5 0  a . m . ,  w e l c o m i n g  t h e  m e m b e r s  o f  

t h e  L e g i s l a t u r e  a t t e n d i n g  t h e  m e e t i n g ,  a s  w e l l  a s  t h o s e  

o b s e r v i n g  a n d  t e s t i f y i n g .  F o l l o w e d  a g e n d a  w i t h  n o  o b j e c t i o n .

: 1 1  - A r t  S n o w d e n :  A r t  g a v e  a  b r i e f  h i s t o r y  o f  t h e  c o u r t h o u s e  

p r o j e c t .  I n  N o v e m b e r  o f  1 9 8 0  t h e  c o u r t  s y s t e m  c o n c l u d e d  t h e y  

w e r e  o u t  o f  s p a c e  i n  t h e  B o n e y  B u i l d i n g .  T h e  c o u r t  s y s t e m  

a p p r o a c h e d  t h e  L e g i s l a t u r e  i n  1 9 8 1 ,  a n d  t h e  L e g i s l a t u r e  g a v e  a 

c a p i t a l  b u d g e t  r e q u e s t  o f  $ 9 . 9 6  m i l l i o n  i n  t h e  F Y  1 9 8 2  b u d g e t  

f o r  p l a n n i n g ,  d e s i g n ,  l a n d  a c q u i s i t i o n  a n d  r e m o d e l i n g .  A  

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

e t c .  a n d  a p p r o v a l  d i d n ' t  c o m e  f r o m  P l a n n i n g  a n d  Z o n i n g  u n t i l  

1 9 8 6  f o r  a c o n d i t i o n a l  u s e  p e r m i t .  I n  t h e  m e a n t i m e ,  i n  1 9 8 4  

t h e  L e g i s l a t u r e  a u t h o r i z e d  t h e  C o u r t  S y s t e m  t o  e n t e r  i n t o  a  

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

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

a r c h i t e c t u r a l  f i r m  w a s  s e l e c t e d ,  a n d  b u i l d i n g  d e s i g n  b e g a n .



W i t h  t h e  d e l a y s  w i t h  P l a n n i n g  a n d  Z o n i n g ,  a d d i t i o n a l  t i m e  h a d  

u s e d  u p  t h e  f u n d s  t h e  L e g i s l a t u r e  h a d  a p p r o p r i a t e d .  T h e  C o u r t  

S y s t e m  b r o u g h t  t h e  p r o j e c t  b a c k  b e f o r e  t h e  L e g i s l a t u r e  f o r  

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

r e q u e s t i n g  a 3 5 0 , 0 0 0  s q .  f t .  a d d i t i o n  ( 5 0 , 0 0 0  s q. f t .  o f  t h a t  

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

a n d  c r i t i c a l  s h o r t a g e s  i n  o f f i c e  s p a c e s .  T h e  c o u r t  S y B t o m  i s  

n o w  p r o p o s i n g  r e d e s i g n i n g  t h e  b u i l d i n g ,  w i t h  o n l y  2 0 0 , 0 0  s q . .  

f e e t ,  a l m o s t  h a l f  t h e  s i z e  o f  t h e  o r i g i n a l  o r o p o s a l ,  a n d  

b u i l d i n g  i t  s o  a s  t o  a d d  m o d u l e s  i n  t h e  f u t u r e ,  s h o u l d  t h e r e  

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

t o  t h e  D i s t r i c t  C o u r t ,  t h e  s t r u c t u r a l  i n t e g r i t y  i s  i n  

q u e s t i o n ,  a n d  h a s  b e e n  s t u d i e d .  T h i s  s t u d y  h a s  b o o n  t u r n e d  

o v e r  t o  D O T  f o r  t h e i r  e v a l u a t i o n .  I m p r o v e m e n t s  o n  t h e  

e x i s t i n g  b u i l d i n g  w o u l d  r u n  a p p r o x i m a t e l y  $ 8  m i l l i o n ,  n o t  

i n c l u d i n g  t h e  s e c u r i t y  i m p r o v e m e n t s  t h e  C o u r t  S y s t e m  w o u l d  

r e q u i r e  o f  i t s e l f .  W i t h  t h a t  a m o u n t  o f  m o n e y ,  w e  c o u l d  k n o c k  

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

n e c e s s a r y  r e q u i r e m e n t s .

: 1 7 4  -  R e p .  M a r t i n  a s k e d  f o r  t h e  c o s t  c o m p a r i s o n s  b e t w e e n  

p a y i n g  c a s h  a n d  a m o r t i z i n g  t h e  c o s t  f o r  2 0 - 3 0  y e a r s .

: 1 8 9  -  M r .  S n o w d e n  r e p l i e d  t h e  C o u r t  S y s t e m  i s  n o t  

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

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

f o r  c a u h ,  w h i c h  w o u l d  c o s t  a p p r o x i m a t e l y  $ 1 9 7 . / s q .  ft.

: 2 3 0  -  T h e  C o u r t  S y s t e m  c o n t r a c t e d  w i t h  t h o  D e p a r t m e n t  o f  

P u b l i c  S a f e t y  t o  h a v e  a n  1 8  m i n u t e  f i l m  m a d e  f o r  t h e  m e m b e r s  

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

c o u r  h o u s e ,  a t  a  c o s t  o f  $ 4 5 0 . 0 0 .  T h e  f i l m  h i g h l i g h t e d  t h e  

m a j o r  p r o b l e m s  w h i c h  i n c l u d e :

-  L a c k  o f  s e c u r i t y  i n  t r a n s p o r t  o f  p r i s o n e r s .

-  N o  a d e q u a t e  w a i t i n g  a r e a ,  e s p e c i a l l y  f o r  c h i l d r e n .

-  T h e  J u r y  A s s e m b l y  a r e a  i s  c r o w d e d ,  d e p r e s s i n g ,

i n c o n v e n i e n t .

-  J u r y  W a i t i n g  a r e a  i c  c r o w d o d ,  w i t h  n o  w i n d o w s ,  o r

t a b l e s ,  a n d  h a s  p o o r  l i g h t i n g ,  s e a t i n g  a n d

v e n t i l a t i o n .
-  S m o k e r s  L o u n g e  f o r  j u r o r s  h a s  i n a d e q u a t e  v e n t i l a t i o n .

-  J u r o r s  r e s t r o o m s  a r e  n o t  h a n d i c a p  a c c e s s a b l e .

- I n a d e q u a t e  s t o r a g e ,  n o t  a c c e s s a b l e  o r  s e c u r e .

- S m a l l  C l a i m s  D e p t ,  n o t  h a n d i c a p  a c c e s s a b l e .

-  C o u r t r o o m s  h a v e  i n a d e q u a t e  s e p a r a t i o n  f o r  p a r t i e s .

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

s t a c k e d  i n  l i b r a r y  h a l l w a y s .

: 4 5 4  -  M r .  S n o w d e n  m e n t i o n e d  r e d e s i g n  w o u l d  n e e d  a c a p i t a l  

o u t l a y  o f  a p p r o x i m a t e l y  $ 3  m i l l i o n .

; 4 7 9  -  R e p .  M a r t i n  a s k e d  w h a t  t h e  a m o r t i z e d  c o s t  w o u l d  b e .



: 4 9 2  - M r .  S n o w d o n :  $ 1 5  m i l / y r  o v e r  9 y r .  p e r i o d  -  $ 1 2 0  m i l .

$ 9 m i l / y r  o v e r  2 0  y r .  p e r i o d  -  $ 1 7 8  m i l .

$ 8 m i l / y r  o v e r  3 0  y r .  p e r i o d  -  $ 2 2 9  m i l .

R e d e s i g n  w o u l d  t a k e  1 1 / 2  y e a r s ,  B u i l d i n g  3 1 / 2

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

o p e n e d .

: 6 0 7  -  J u d g e  B r i a n  S h o r t o l l  r e i t e r a t e d  t h e  c o n c e r n s  m e n t i o n e d  

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

b u i l d i n g .

: 7 0 5  -  R e p .  G r u e n b o r g  m e n t i o n e d  t h e  p o s s i b i l i t y  o f  c l o s i n g  t h e  

h a l l s  d u r i n g  r e g u l a r l y  s c h e d u l e d  u s e  p e r i o d s  f o r  p r i s o n e r  

t r a n s p o r t ,  s i m i l a r  t o  t h e  m e t h o d s  u s e d  a t  A P I .  T h i s  w o u l d  

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

s t a f f .

E N D  O F  T A P E  1, S I D E  1.

: 7 4 2  - M r .  S n o w d e n  w i l l  m a k e  a J u r y  R e p o r t  a v a i l a b l e  t o  t h o  

L e g i s l a t u r e ,  e s p e c i a l l y  t h o  J u d i c i a r y  C o m m i t t e e  w h i c h  

e v a l u a t e s  J u r y  p r o c e d u r e s ,  a n d  s u g g e s t i o n s .

: 7 5 5  -  R e p .  H a n l e y  r e q u e s t e d  t h e  C o u r t  S y s t e m  p r o v i d e  

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

f o r  t h e  r e s t  o f  t h o  s t a t e  a s  w e l l ,  t o  h e l p  t h e  L e g i s l a t u r e  

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

s t a t e .

: 7 7 2  - R e p .  M a r t i n  a s k e d  a b o u t  t h e  u s e  o f  v i d e o  c a m e r a s  i n  t h e  

c o u r t  s y s t e m  t o  e l i m i n a t e  t r a n s p o r t  o f  p r i s o n e r s .

; 7 8 1  - M r .  S n o w d e n  m e n t i o n e d  v i d e o  a r r a i g n m e n t s  a r e  b e i n g  s e t  

u p  i n  F a i r b a n k s  n o w ,  a n d  a  T a s k  F o r c e  i n  A n c h o r a g e  i s  p u t t i n g  

t o g e t h e r  t h e  s a m e  p r o g t a u  t o  b e g i n  i n  A n c h o r a g e ,  s t a r t i n g  i n  

J u l y  1 9 8 9 .  T h i s  w i l l  n o t  t a k e  c a r e  o f  a l l  o f  t.ie s e c u r i t y

p r o b l e m s .  P e o p l e  s t i l l  h a v e  t o  b e  b r o u g h t  i n  f o r  t r i a l ,  a n d  a

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

i n  F a m i l y  C o u r t .  O t h e r  s e c u r i t y  m e a s u r e s  a r e  b e i n g  l o c k e d

i n t o .

: 8 1 7  - K i t  D u k e  s p o k e  b r i o f l y  i n  s u p p o r t  o f  t h o  n e w  p r o p o s a l  

f o r  r e d u c e d  s p a c e ,  a n d  w i l l  fce p r o v i d i n g  t h e  L e g i s l a t u r e  w i t h  

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

: 8 4 7  - D o n  S i m m o n s  o f  t h o  M u n i c i p a l i t y  o f  A n c h o r a g e ,  s p o k e  o n  

b e h a l f  o f  t h e  M u n i  i n  s u p p o r t  o f  t h o  c o u r t h o u s e  p r o j e c t  d u e  t o  

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

j o b s  i n  A n c h o r a g e .  T h e  m u n i c i p a l i t y  a l s o  o f f e r e d  t o  a s s i s t  t h o  

C o u r t  S y s t o m  i n  f i n a n c i n g .

: 9 1 1  - R o p .  P o u r c h o t  m e n t i o n e d  t h o  a r g u m e n t  f o r  c o n s t r u c t i o n  

o f  a  b u i l d i n g  f o r  j o b s  d e e s  n o t  s i t  w e l l  w i t h  t h o  L e g i s l a t u r e ;



w e  s h o u l d  n o t  b u i l d  b u i l d i n g s  j u s t  t o  p r o v i d e  j o b s ,  b e c a u s e  

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

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

p r o j e c t .  H e  m e n t i o n e d  t h e  L e g i s l a t u r e  w o u l d  l o o k  a t  t h e  r e a l  

i s s u e s  o f  i n c r e a s e d  s p a c e ,  s e c u r i t y ,  e t c .  i n  c o n s i d e r a t i o n  o f  

f u n d i n g  t h e  p r o j e c t .

: 9 4 2  - M r .  S i m m o n s  c l a r i f i e d  t h e  m u n i c i p a l i t i e s  r e a s o n s  f o r  

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

c o n s i d e r a t i o n s  o f  s p a c e  a n d  s e c u r i t y ,  b u t  t h a t  i t  w a s  j u s t  

a n o t h o r  w a y  t o  l o o k  a t  s u p p o r t i n g  t h e  p r o j e c t .

: 9 5 7  - R e p .  G r u e n b e r g  a s k e d  i f  t h e r e  w e r e  a n y  o t h e r s  

i n t e r e s t e d  i n  t e s t i f y i n g  a t  t h i s  t i m e .  H e a r i n g  n o n e ,  t h e  

m e e t i n g  w a s  a d j o u r n e d  a t  N o o n .
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SUBJECT. Amendment to HB 110; Anchorage Court Fac ility

TO: Representative Peter Goli, Co-Chair
Representative Max Gruenberg, Co-Chair 
House Judiciary Committee

FROM: George Utermohley^
Legislative Counsel

Enclosed is the amendment to HB 110 as passed by the Judi­
ciary Committee.

Please note that this amendment is not appropriate for an 
appropriation b i l l  because it  is substantive law and not an 
appropriation item.

Under Article I I ,  Section 13 " (b ] i l l s  for appropriations 
shall be confined to appropriations." The text of the 
amendment should be included in a separate b i l l  enacting 
substantive law or in a statement of leg isla tive  intent 
accompanying HB 110.

I f  I may be of further assistance, please advise.

GU:gc
WKG7/093

Enclosure
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OFFERED IN THE HOUSE BY THE JUDICIARY COMMITTEE

TO: HB 110

Page 1, following line 13:

Insert a new b i l l  section to reau.

"* Sec. 2. The Alaska Court System shall obtain legislative approval 

before building the court f a c i l i t ie s  redesigned with this appropriation."

Renumber the following b i l l  sections accordingly.

A M E N D M E N T

- 1 - 3/3/89
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G o v e r n o r  S i e v e  C o w p e r  

State of Alaska 

P. 0. B o x  A  

J u n e a u ,  A K  99811-0101

D e a r  G o v e r n o r  C c w p e r :

I a m  writing to a s k  y o u r  assistance in a m a t t e r  of u t m o s t  u r g e n c y  for the 

Alaska C o u r t  S y s t e m .

A s  y o u  k n o w ,  the court s y s t e m  has b e e n  p l a n n i n g  a n d  d e signing an e x p a n d e d  

court facility in A n c h o r a g e .  U n d e r  the c u r r e n t  time line for the project, a 

request for construction bids w o u l d  b e  issued in M a y  or J u n e  of this year, a n d  

construction w o u l d  be g i n  this s u m m e r .  H o w e v e r ,  b e c a u s e  of a projected 

shortfall of b u d g e t e d  f u n d s  to complete the d e s i g n  p h a s e  of the project, w e  m a y  

not b e  able to p r o c e e d  as planned.

Let m e  outline the b a c k g r o u n d  of this project a n d  o u r  c u r r e n t  dilemma. T h e  

1981 legislature appropriated $9,969,000 for acquisition of land, remodeling of 

the existing c o u r t house, a n d  for the planning a n d  d e sign of a n  addition to the 

A n c h o r a g e  C o u r t  C o m p l e x  ( S L A 8 1  / H B 5 0 ) . A t  the time the appropriation w a s  

m a d e ,  it w a s  envisioned construction w o u l d  start d u r i n g  F Y  83 a n d  w o u l d  finish 

in F Y  85. In October, 1981, land w a s  acqu i r e d  for the project. Planning a n d  

design for the project a n d  remodeling of the existing c o u r t h o u s e  started in 
1981.

T h e  1984 legislature authorized the court to enter into a lease-purchase a g r e e­

me n t  for the construction of the facility. Presently, the court is w o r k i n g  with 

the Municipality of A n c h o r a g e  a n d  the D e p a r t m e n t  of R e v e n u e  o n  financing the 

project with municipal lease r e v e n u e  b o n d s .

A s  previously noted, construction w a s  slated to b e g i n  in F Y  1983. T h e  project 

w a s  d e l ayed significantly b y  the municipal p l a n n i n g  a n d  zoning approval 

process. T h e  delay a n d  a significant increase in costs w e r e  c a u s e d  b y  the 

unanticipated seismic studies required b y  the Municipality of A n c h o r a g e .  

C o n c e r n  a b o u t  the propriety of the c o u r t h o u s e  site d u e  to its proximity to land

^ l a s k a  (Ucurf J s o s i c m  

tSln!e of (Alasha

3 0 3  " K "  S T R E E T  
A N C H O R A G E , A L A S K A

9 9 5 0 1  ' ( • 0 7 )  2 7 4 - 1 ( 1  1
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Governor Steve Cowper
January 22, 1988
Page 2

w h i c h  e x p e r i e n c e d  significant m o v e m e n t  in the 196*1 e a r t h q u a k e  precipitated a 

lengthy p r o cess involving on-site testing, e x p e r t  reports a n d  a multitude of 

municipal hearings. T h e  resulting delay a g g r a v a t e d  other costs associated with 

the project. Interim remodeling projects h a d  to b e  p u r s u e d  in the existing 

building to allow for s o m e  t e m p o r a r y  bre a t h i n g  r o o m  for o v e r c r o w d e d  

d e p a r t m e n t s .  Professional fees m o u n t e d  as c o m p l e t e d  tasks h a d  to b e  r e v i e w e d  

a n d  u p d a t e d  d u e  to the long p a s s a g e  of time.

B e c a u s e  of the delay, w e  find ourselves in the un e n v i a b l e  position of lacking 

$1.5 million in b u d g e t e d  f u n d s  to complete the planning a n d  design process. 

F u n d s  are n e e d e d  for completion of the construction d o c u m e n t s ,  pe e r  review,

permit fees a n d  utilities relocations. I a m  a sking that y o u  assist u s  b y

submitting a capital project request o n  behalf of the judiciary for this a m o u n t .  

\r n o  additional f u n d i n g  is appropriated, I will h a v e  to close d o w n  the project 

as of the third w e e k  of M a r c h  since, as y o u  k n o w ,  I c annot e n c u m b e r  f u n d s  

w h i c h  are not p r o p e r l y  appropriated. This m e a n s  that I will h a v e  to give

notice of termination o n  o u r  professional service contracts b y  M a r c h  1.

T h e  situation is further a g g r a v a t e d  b y  the tight project time line. A n y  delay 

will p r e v e n t  u s  from b r e a k i n g  g r o u n d  this s u m m e r ,  a n d  will result in o u r

missing o n e  complete construction cycle. T h u s ,  waiting until the enc of the 

session is not a viable alternative.

I don't w a n t  to leave y o u  with the impression that the court is ignoring the 

obvious c h a n g e s  that the State of Alaska h as e x p e r i e n c e d  since this project w a s  

first a p p r o v e d  in 1981. T h e  s u p r e m e  court is currently reviewing its caseload 

statistics a n d  a variety of d e m o g r a p h i c  indicators to det e r m i n e  w h e t h e r  the 

pursuit of this project is still necessary. W e  recognize fully o u r  responsibilities 

in this regard, a n d  w e  will certainly modify o u r  plans should s u c h  a modifica­

tion a p p e a r  to b e  appropriate. Nevertheless, e v e n  with a reaffirmance of the 

n e e d  for this project at the s u p r e m e  court level, w e  c a n n o t  p r o c e e d  u n d e r  

c u r r e n t  circumstances.

I a m  therefore asking for s o m e  a s s u r a n c e  from y o u  that a $1.5 million a p p r o­

priation will b e  r e q u e s t e d  on behalf of the court s y s t e m  a n d  s u p p o r t e d  b y  y o u  

in the immediate future to allow this project to continue o n  track. Enclosed 

please find a capital project request. (Similar information a b o u t  o u r  n e e d s  w a s  

f o r w a r d e d  to the D e p a r t m e n t  of Transportation a n d  Public Facilities o n  D e c e m b e r  

22 for possible inclusion in y o u r  "jobs" bill.)

S h o u l d  y o u r  conclusion b e  in the opposite direction, I w o u l d  appreciate being 

a d v i s e d  of s a m e  as soon as possible, so that I c a n  take all nece s s a r y  actions to 

minimize the costs that will b e  associated with terminating this project.
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I w o u l d  appreciate hearing from y o u  at y o u r  earliest c o n v e n i e n c e .  r

cc: A l a s k a  S u p r e m e  C o u r t  ( w / o  att.)

M e m b e r s ,  Alaska S e nate ( w / o  att.)

M e m b e r s ,  Alaska H o u s e  of Representatives ( w / o  att.)
C a r r e y  Peska, Chief of Staff (w/att.)

T o m  Fink, M a y o r ,  Municipality of A n c h o r a g e  (w / o  att.) 

S t e p h a n i e  J. Cole, D e p u t y  Administrative Director ( w / o  att.) 
R o b e r t  C. Fisher, M a n a g e r ,  Fiscal O p e r a t i o n s  ( w / o  att.)
Kit D u k e ,  Project M a n a g e r  ( w / o  att.)

A H S  :bh

Att



TO: Covomor Stay* Cowpar
FROM: Laa Corsuch, D ira c to r , ISBR

SU8JHCT: Tha Impacts of Constructing tha Anchorage
Courthouse Kxpanslon

MEMORANDUM
DAYS: February A, 1988

BACKGROUND

The Alaska Court System (ACS) proposes to build a major, 134,00
sq.ft., addition to tho existing Boney Building and a new, 222,000 
sq.ft., east "wing”. These proposed additions would expand the 
250,00 sq.ft. of space ACS' Anchorage and its participating agencies 
currently occupy to about 566,000 sq.ft.. To date, $143,000 has 
been expended to acquire and clear the building site and ah
additional $2-2.5a has been expended to date to conduct extensive 
seismic research, to develop the program requirements, and to
prepare the construction design. Approximately $1.5m of direct 
legislative appropriation is needed immediately if the construction 
design work is to be completed and he "bid ready” by the end of this 
May. Actual construction is planned to begin this September and run 
30 months, with project completion scheduled for March, 1991. The 
total cost of the project is estimated to be about $90m.

Currently ACS occupies 150,000 sq.ft. in the Boney Building, 60,000 
sq.ft. in the old district courthouse, and leases 12,000 sq.ft. of 
commercial office space. Under the proposed project, two other 
state agencies who currently occupy about 31,000 sq.ft. of 
commercial office space would vacate their leased office space to
become part of the reconfigured ACS complex.

The proposed project would have four major impacts. First, the 
project will impact the court system's performance by alleviating 
current space deficiences, correcting operational lnefficlences, and 
providing for future expansion. Second, it would impact the local 
economy by increasing employment during the 30 month construction 
phase of the project and subsequently by adding to the local 
workforce workers who will be required to operate and maintain the 
new facility. Third, it would impact state government by adding to 
the cost of the court system as a result of lease/bond costs, the 
expense of operating' and maintaining the new facility, and the costs 
associated with expanded court services. And fourth, tha project 
would increase- the supply of downtown Anchorage coomerclal office 
space by eliminating the office space which ACS currently leases.
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ACS staff are currently: 1) revising their long term projections for 
needed court related apace, 2) preparing financial projections of 
leans, o/ra. and programmatic coats of the project, and 3) developing 
options to proceding with the proposed project this year. This 
informatiun is not yet available. Until it is, only a very 
preliminary assessment of the current proposal can be 
prepared. Similarly, assessing the impact of alternative approaches 
to meeting ACS space requirements, other than simply delaying 
construction, can only be prepared after ACS has Identified and 
developed realistic apace alternatives.

i
AMALTSIS

The Alaska Court System

The proposed project would have a major impact on the efficiency of 
services provided by ACS. It would alleviate current overcrowding 
and physical plant deficiences. It would provide for sperate and 
securo circulation systems for prisoners and court officials. It 
would expand the number of courtrooms and hearing rooms fro 28 to 
40. It would provide for public waiting areas ar,4 assembling and 
training areas for prospective jurors. Ai',d it would provide for the 
currently projected needs of ACS over thv next two decades.

The Anchorage Economy
The impact of the project on tho Alaslca economy is straight
forward. The project's construction costs are estimated to be $65® 
of which about 40% Is likely to go toward employment. Spreading
this amount over the 30 month duration of tha project reaulta in an 
annual payroll of approximately $10.4m annually. Despite state 
labor laws not all of this payroll will go to current Alaska 
residents, but if we were to assume 80% of it would, then about
$8.3m would be added to the local payroll. Using an economic
multiplier of 1.4, tho direct and indirect impact would then be 
about 300 jobs annually and about $11.6 m of additional personal 
income for tho two and one half year construction period.. Some 
additional value added will also result directly from project 
construction. The additional permanent employment created by the 
new facility is difficult to estimate without having the program 
development plans of the agency. Nonetheless, jobs related to 
building maintenance will increaso as will jobs related to program 
operations, however some job expansion within ACS would likely occur 
independently of the new facility.

The State Budget

To achieve tho above described economic Impact requires the 
expenditure of state funds which could have been spent on other 
projects or programs. Assuming the total cost of the project is 
$90m and that It is financed by a lease/bond sale, the annual lease
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coat: to tho state would bo approximately $9m for the balance of tho 
lease bond period (likely to be 30 years). This expense would be 
partially offset by tho $900,000 of current lea^e payments which 
would be saved onco the building la occupied. in addition, the 
maintenance of the facility, Including Insurance, utilities, 
janitorial services, etc..., could cost between 5-10% of the $65m 
construction cost. Thus, an additional annual expenditures of 
$3.5-6.5m would be roqulrod to maintain the proposed facility. A 
third, and potentially substantial, budgetary impact could result 
from programmatic services ACS is able bo provide because the 
facility is built which it could nob provide without it. However, 
to place an estimate on this would bo conjectural.

What impact this additional expenditure of $15.5m will have on the 
state budget is also conjectural. However, it is clear that the 
state's revenue forecasts are showing declines rather than increases 
in state revenues. If theso forecasts are reliable, all additional 
state expenditures, including those associated with the ACS project, 
will require either new revenue resources or a reallocation of state 
spending priorities. In either case, the $15.5m has a very real 
opportunity cost. It could be spent on other state programs, 
services, or facilities, some of which may have larger public 
benefits or greater economic impacts than the ACS project.

The Anchorage Real Estate Market

The Anchorage commercial office space market la unstable due bo a 
serious excess supply. Realtors estimate downtown office vacancies 
to be in excess of 500,000 sq.ft.. Class A office lease ratee have 
fallen from a high of about $2.40 per sq.ft. two years ago to about 
$1.55 currently. Although most realtors do not oxpect Class A 
office lease rates to fall much further, they do expect that the 
total amount of vacant space could increase, but primarily in Claas 
B and C properties.

The ACS project would displace approxiambely 45,000 sq.ft. of leased 
office space as of March, 1991. Given the projected rate of 
economic recovery for Anchorage, it la very unlikely the current 
surplus of downtown office space will be reduced significantly by 
1991, thus, this displacement will add to the already large surplus 
of vacant office space. However, because the ACS laasod office 
space represents a relatively small proportion of total downtown 
office space, its price impacts will be relatively negligible. 
Nonetheless, they will have a depressing impact on prices and add to 
an already large surplus. Vacancy rates In the buildings currently 
leased by ACS average an estimated 25% and would be directly 
impacted by the displacement.
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T H K  C O ST  o r  PO STPO N EM EN T

Postponing tha ACS project would:
Mdvorsely Impact tho officiant operation of tho court ayabaa. 
*dolay tha aconoralc impact on tha Anchorage economy unless 

equivalent money ware spent in Anchorage by tho state.
M o t  likely have an appreciable impact on the coamercial office 

space market.

Ma l a y  the impacts of an additional $11.5-14.5m on the state 
budget.

I



A l a s k a  C o u r t  S y s t e m  

A n c h o r a g e  C o u r t h o u s e  E x p a n s i o n  P r o j e c t

Administrative) Oltico ot tho Courts
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A M f H O R A C E  C O U R T H O U S E  E X P A N S I O N  P R O J E C T

T h r o u g h  H B  H P ,  the Alaska C o u r t  S y s t e m  in requesting $3,000,001) to redesign 

a p r o p o s e d  addition to the A n c h o r a g e  c o u r t  facilities. T h e  r e q u e s t e d  a p p r o­

priation will provide f u n d s  for architects' fees to redesign the project into a 

structure of approximately 191,000 s q u a r e  feet, fees for the municipality plan 

c h e c k  process a n d  the costs ot t h e  bidding p h a s e  of the project. T h e  project, 

as redesigned, will not provide tor future court e x p a n s i o n ;  the project will only 

p r o vide lor current court needs, a n d  a s s u m e s  that the existing district court 

building will be demolished, a n d  that n o  p a r k i n g  will b e  replaced.

T h e  p r i m a r y  ob}*ct ves of the A n c h o r a g e  c o u r t h o u s e  e x pansion project a r e  to 

consolidate state cjurt offices, a n d  to correct spatial, functional a n d  building 

c o d e  deficiencies in the current facility. T h o  e x p a n s i o n  project will provide tor 

greater operational efficiency, increased safety for t h e  public a n d  e m p loyees, 

a n d  greater publi" convenience.

W h e n  the Alaska Court S y s t e m  w a s  created in 1960, t h e  A n c h o r a g e  court w o r k ­

load consisted of approximately 4,700 cases. At the time, the n e w  court s y s t e m  

w a s  provi d e d  with the use of c o u r t r o o m s  in the t h e n  existing federal building 

a n c  b a d  administrative offices in the L a t h r o p  build'ng. In 1963, w h e n  the 

aistrict court building w a s  occupied, A n c h o r a g e  cas e  tilings n u m b e r e d  a p p r o x i­

mately 9,000. In 1974, w h e n  t h e  B o n e y  Superior C o u r t  Building w a s  occupied, 

A n c h o r a g e  case tilings a m o u n t e d  to 47,400. Since this last m a p r  e x p a n s i u  t h e  

Alaska C o u r t  S y s t e m  has e x p e r i e n c e d  a s t e a d y  increase in caseload a n d  staff.

B y  1981, the creation cf the C o u r t  of A p p e a l s  a n d  the continued g r o w t h  of 

A n c h o r a g e  trial courts necessitated a m o v e  of the court's administrative offices 

to leased s p a c e  a w a y  from the court buildings. G r o w t h  continued a n d  in t h e  

1987 w a r e h o u s e  s p a c e  w a s  r e nted to store case tiles, supplies a n d  form3, in 

o r d e r  to m a k e  available additional s p a c a y i t h i n  t h e  court facility. In fiscal year 

1968, 76,700 cases w e r e  tiled in t h e  A n c h o r a g e  trial courts.

T h e r e  are major deficiencies in toth existing A n c h o r a g e  court buildings. In 

particular, the significant increase in criminal offenders (see att a c h m e n t  1), 

particularly violent felons, has created a n e e d  for a m o r e  s e c u r e d  prisoner

circulation pattern tha n  is possible to achieve in t h e  present facilities. T h e  

p r o p o s e d  expansion facility will provide th r e e  separate circulation patterns: 

general putlic circulation; private circulation for court s y s t e m  staff, jurors a n d  

parties ro litigation; a n d  s e c u r e d  prisoner circulation including sallyport. This 

t h r e e - p a r t  circulation system, in conjunction with a security s y s t e m ,  will p r o­

vide a level of security that is impossible to achieve in t he p r e s e n t  buildings.

It will greatly diminish the c h a n c e  of prisoner e s c a p e s  a n d  other security

breaches.

In t he c u r r e n t  facility, lack of s p a c e  available for e x p a n s i o n  h as resulted in t h e  
fragmentation of g r o w i n g  d e p a r t m e n t s  w h i c h  has disrupted w o r k  flow a n d  h a s  

i n c o n v e n i e n c e d  t h e  public. S p a c e  deficiencies h a v e  necessitated t he m o v e m e n t  

of essential s u p port functions o ut of t he court c o m p l e x  to leaaed space, result­

ing in further inefficiencies in court operations. In addition, t h e  existing

district court building does not c o n form to c u r r e n t  tire c o d e s  a n d  seismic 

requirements, a n d  t he mechanical a n d  electrical s y s t e m s  are i n a d e q u a t e  a n d  

difficult to remodel.

March 1, 1999 1



In 1981 the legislature appropriated f u n d 3  to allow t h o  court s y s t e m  to acquire 

land, to plan a n d  d e s i g n  an e x pansion project a n d  to remodel the existing 

superior court building. T h e  court hixoa a nationally recognized cou r t h o u s e  

s p a c e  planner to d e v e l o p  a facility p r o g r a m  for t h e  exp a n s i o n  project, to 

include a calculation of t h e  court's current a n d  luturt- s p a c e  requirements. T h e  

planner's report p r o m o t e d  a ne e d  for J50,0fin additional s q u a r e  feet for c u r rent 

a n d  future court n e e d s ,  which f o r m e d  the basis for t h e  original design. T h e  

c u r r e n t  r e q uest in lid 110 tor f u n d s  to redesign t h e  e x p a n s i o n  project utilizes 

t h e  original p r o g r a m  report, (with si ace r e q u i r e m e n t s  revised) a n d  as m u c h  of 

t h e  original building e x p a n s i o n  design d o c u m e n t s  as possible.

T h e  Redesign Decision

In the s u m m e r  of 1986, t h e  s u p r e m e  court decided to reevaluate t h e  A n c h o r a g e  

e x p a n s i o n  project in light of Alaska's c h a n g e d  e c o n o m i c  circumstances a n d  

r e d u c e o  state budg t t s .

Fir3t, court staff obtained a n d  evaluated all available state a n d  national s p a c e  

s t a n d a r d s  to determine if the stan d a r d s  utilized for t h e  original design p r o g r a m  

w e r e  in accord witli t h e  latest information available o n  efficient m e t h o d s  of court 

d e s i g n  a n d  operation. This research confirmed the validity of the Alaska C o u r t  

S y s t e m  standards. H o w e v e r ,  certain minor c h a n g e s  to t he s t a n d a r d s  w e r e  

m a d e .  A s u m m a r y  chart of t h e  ccurt s t a n d a r d s  is available.

Concurrently, staff d e v e l o p e d  a model to pto>rct s p a c e  n e e d s  a n d  applied t h e  

s p a c e  s t a n d a r d s  a d o p t e d  b y  the court to c u r r e n t  staffing levels tc p r o d u c e  the 

revised s p a c e  r e q u i r e m e n t s  for t h e  redesigned facility. ( S u m m a r i z e d  in attach­

m e n t  2.)

A  team of architects a n d  engineers perform d a technical evaluation of the 

district court building to d e termine its compliance with c u r r e n t  building codes. 

Actual tests w e r e  m a d e  of the concrete structural m e m b e r s .  T h e s e  test results 

ar.d analysis are contained within the report entitled "Distri t C o u r t h o u s e  

Evaluation", S e p t e m b e r  15, 1938. T h e  m.apr points a r e  s u m m a r i z e d  in attach­

m e n t  3.

Further, an evaluation w a s  per f o r m e d  of both t h e  district a n d  t h e  superior 

( 3 o n e y )  buildings b y  National Center tor State C o u r t s  staff, utilizing a nation­

ally accepted checklist for court facility evaluation. T h e  N C S C  report evaluates 

h o w  well justice functions a re a c c o m m o d a t e d ,  as well as t h e  physical condition of 

t h e  b.jildmg a n o  its mechanical/electrical systems. T h e  report is available.

All court d e p a r t m e n t s  also reviewed their s p a c e  r e q u i r e m e n t s  as :tated in t h e  

p r o g r a m  a n d  evaluated w h e t h e r  administrative solutions could b e  i m p l e mented to 

r e d u c e  the n e e d  for n e w  space.

O n  an o n g o i n g  basis, t h e  court s ystem c o n d u c t s  evaluations in o r d e r  to i m p r o v e  

the* efficiency of its operations t h r o u g h  administrative m e a n s .  Stand i n q  court 

committees e x a m i n e  c o u r t  procedures, s u c h  as t h e  rules for handling court 

exhibits* In order to d e v e l o p  systemic i m p r o v e m e n t s .  Special committee.: ire 

assi g n e d  to e x a m i n e  a r e a s  ot particular c o n c e r n  a n d  to m a k e  r e c o m m e n d a t i o n s  to 

t h e  s u p r e m e  court. F or exam p l e ,  the committee a p pointee to e x a m i n e  t h e  

m a n a g e m e n t  of t h e  ju r y  s y s t e m  has recently issued a report which m a d e  

r e c o m m e n d a t i o n s  c o n c e r n i n g  t h e  reduction of gurv panel sjze, c h a n g e s  in voir 

dire pr»cess a n d  i m p r o v e m e n t s  in jury administration. W h - n  appropriate, s u c h  

Information is u s e d  to a s s e s s  s p a c e  needs.



Utilizing the Information gained as a result of this reevaluation effort, court 

staff developed a revised statement of s p a c e  n e e d s  b a s e d  u p o n  c u r r e n t  caseload 

a n a  staffing conditions.

In conclusion, t h e  appropriation r e q u e s t e d  t h r o u g h  H B  110 will e n a b l e  t he 

A n c h o r a g e  court to mee t  its m o s t  pressing c u r r e n t  needs, as established 

t h r o u g h  careful examination a n d  evaiuation of court operations a n d  applicable 

s p a c e  standards.

March !, 2989 3
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Anchorage Courthouse Expansion Project

Increase in Prisoner Escorts

Alaska State Troopers -  Judicial Services

N u m b e r  of P r i s o n e r s  

1 0 0 0

8 0 0

6 0 0

4 0 0

2 0 0

D e c  J a n  F e b  M a r  A p r  M a y  J u n  Jul A u g  S e p  O c t  N o v  D e c  

1987 1988
M o n t h

>

J a n  F e b  

1989



Anchorage Courthouse Expansion Projoct 
Space Program Summary

Program Catooory
1 Existing 

Staff
Programmed

Space
Existing
Spaco

Spaco
DoliClt

Spaco Detlclt
w/Romodol | w/oftornodol

2-Suprome Court 20 12,745 13.289 (544) (544) 510
3-Court ot Appoals 16 4,965 3.438 1.527 1,527 1.864
4-Appollate Clorks Office 12 3,265 2.559 706 706 966
5-Suporior Court 37 44,430 32.135 12,295 12,295 17.956
5-Suporlor Court - InCourt Clorks 17 2,130 2,217 (87) (07) 279
6 -District Court 15 21,395 20,535 860 860 6.921
6-District Court -  InCourt Clorks 14 2,205 1,758 447 447 599
7-Probate 4 2,865 2.455 410 410 750
8-Famlly Court 12 8,585 5,650 2,935 2.935 3.517
9-Area Court Administrator 12 3,690 2,669 1,021 1,021 1.170
10-Trallic Court/Maqistralo 19 5,275 3.593 1.682 1,682 1.760
I2a-Cterk ol Court 6 2,205 1,369 836 036 1.155
I2b-Clerk Office -  Criminal Section 16 2,690 2,310 380 380 380
I2c-Clerk Ollico -  Civil Section 12 3,010 2.175 835 835 835
I2d-Clerk Office - Accounting 10 1,915 1,529 386 386 386
I2e-Clerk Oflice -  Appeals Section 4 1.145 730 415 415 445
I2f-Clerk Office - Records 13 8,340 6.530 1,810 1,810 1.960
13-Transciipt 7 2,475 1.598 877 877 877
14-Jury Assembly 3 5,700 2,388 3,312 3,312 3.372
15-Grand Jury 0 1.840 1.440 400 400 480
16-Coroner/Public Administrator 5 3.850 2,811 1,039 1.039 1.205
18-Alcohol Safety Action Program 13 2.815 2,380 435 435 435
19-Judicial Services 10 12,320 5.179 7.141 7.141 7.308
20-Municipal Warrants 6 2,565 1,071 1.494 1.494 2.445
21 a-Administration-Director 15 6.085 4.698 1,387 1.387 1.774
2lb-Administratlon-Personnel 6 1,400 1.011 389 389 459
21 f-Administration-Micrographics 9 4,520 2,330 2.190 2.190 2.230
2lg-Administration-Fiscat/Purchasing 11 2,030 1,870 160 160 276
2lh-Adminlstration-Technical 9 2.475 1,671 804 804 861
21 l-Admlnisiratlon-Engineering 4 1,595 1.410 185 105 575
21j-Administration-Supply 8 7,535 5.155 2.380 2.380 3.415
22-Law Library 7 15,110 10.477 4.633 4.633 4.707
23-Building Supporl/M & 0 4 11,000 1.258 9.742 9.742 9.742
Net Space Needs 356 214.170 151.688 62.482 62.482 81.614

Net Space Needs Satisfied by Rental Space
2la-Administratlon-Director 800 400 400 400 400
21 f-Administratlon-Mlcrographlcs 2.500 2.500 2.500 2.500 2.500
21j-Administration-Supply 2.500 2.500 2.500 2.500 2.500

|net Space Needs After Elimination ol Rental Space 208,370 | 146.288 | 57.062 | 57.082 76.214 I

A T T A C H M E N T  T W O



ATTACHMENT THREE

Dlalrlci.JCQurthQAise .Evaluation 

September 16, 1988

The.building» The "district courthouse" was constructed in 1952, 

and is located at 4th Avonue and K Streets, in Anchorage. I t  has 

60,755 square feet of total area in throe stories and a basement. 

The building is currently used for court proceedings, hearings, 

grand jury, judges' chambers, jury deliberation, court offices, 

printing, coroner, night court and tra f f ic  court.

The evaluation: The court system contracted for a structural

evaluation of the d is tr ic t  courthouse, to identify code 

deficiencies and hazardous conditions, and to estimate the costs of 

correcting these conditions.

Code Deficiencies and Hazardous Conditions: The evaluation

identified a variety of structural problems: deficiencies under

current seismic loading criteria  ( i . e . ,  " A severe earthquake coulr’ 

cause serious damage or total co llapse"); an inadequate f ire  alarm 

system; corridors and stairs without sufficient f ire  resistive  

protection; presence of asbestos; PCB's in light fixture ba llasts ,  

insufficient handicapped accessib ility ; dangerous, deteriorating  

and obsolete e lectr ica l systom; inadequate emergency generation 

system; and lack of proper emergency and ex it  lighting.

A T T A C H M E N T  T H R E E



PropoBod solutionst Tho evaluation report discusses throe options 

for addressing tho concerns raised by tho building's deficiencies:

A. Option 1 includes no seismic improvements and provides only 

for the minimum code upgrades required by tho Municipality of 

Anchorage if  no significant remodeling is planned.

The cost of option I is estimated to be $79,843 (based upon 

construction costs projected for 1989), or $1.31 per square 

foo t.1

B. Option I I  includes work for correction of seismic deficiencies  

and removal of hazardous materials. With a renovation of this  

scale, most of the fac il ity  w ill  be required to be brought up 

to current codes and standards.

The cost of option I I  is estimated to be $3,325,658 (based

upon construction costs for 1989), or $123.58 per square 
2

foot. This cost docs not include the cost of relocation of 

a l l  the functions housed in the f a c i l i ty  for the period of the 

renovation, estimated to be approximately 15 months.

C. Option I I I  includes remodeling to make the building more 

functional, safe, and more easily  maintained. I t  includes 

replacement of a grossly insufficient temperature and

1 DOT/PF has estimated the cost of option I to be $400,000 or 
$1.31 per square foot

2 DOT/PF has estimated the cost of option I I  to be $7,650,000, 
or $123.58 per square foot

2



ventilation control sye-em and the addition of sprinkler 

systems.

The cost of option I I I  is not estimated in tho evaluation. 

However, DOT/PF has conducted a review of the evaluation (see 

attached le tter  from William Snell dated December 30, 1988), 

and DOT/PF has estimated that the cost of option I I I  could 

equal the cost of new construction.

Documentation: Appendices included in the report outline the

tests conducted and approaches used durinq the architectural and 

structural evaluation.
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Senate floor debate on May 11, 1984 on CSHB 653 ^  i
l(- W y i n > n c i A  m u m

Halford: Thank you Mr.. President. Throughout this session, we've
looked at various proposals for lease-purchascs and their ctfcct on
future debts o f  the State in light o f Constitutional Article Section 9 cme}
dealing with State debt. Section 2 o f this bill allows the Supreme
Court to enter into a lease-purchase agreement for construction o f  a
court facility in Anchorage. O f course, a lease-purchase agreement is
a contract which then would require payments in the future o f State
funds. There's no revenue base, its not a revenue bond or its not a
revenue issue. It appears to be a general obligation o f  the State once
that lease purchase agreement is started and as I read Article 2,
Section 8, it says "no state debt shall be contracted unless authorized
by law for capital improvements and ratified by a majority o f the
qualified voters o f the State who vote on the question." I think this 
is the same kind o f  question we've dealt with with regard to a lot of 
other lease purchase proposals only this one would be extremely 
interesting as one to end up in the Court system in trying to decide 
what the constitutional provision really means.

Rodcy: Mr. President, if  I could respond to the question that was
raised by my colleague from Eagle River. This doesn't fall under the 
constitutional prohibition o f a general obligation. The money has to 
be appropriated each year by the legislature. It is a contract as 
many contracts that the state enters into large and small. I think its 
desirable from the point of view one, it provides my constituents, 
indeed our constituency with a court building which we very 
desperately need. We have many agencies o f  the court scattered 
throughout town. It doesn't promote the efficiency in justice and it 
doesn't serve the public. Also, the Court has a very good track record 
in terms o f  cost savings and efficiency. Their savings have been 
approximately 15% over similar DOT work and that's the kind of 
efficiency I like to sec in government, particularly when it meets a 
need that we have in Anchorage. I think this is a very serious need.

Halford: Thank you Mr. President. I certainly have no problem with 
the facility or with the Court System's ability to operate their own 
leasing program. My concern is what is the difference in this action 
versus action to authorize a lease purchase o f  a building in Juneau, 
another building in Anchorage, or any other building? What is the 
effect on both the power of the legislature, and I think we've dealt 
with the power o f the legislature here because the legislature is 
approving it. But what is the effect on the safeguard that the people

O B )
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have to vote on those issues? I think we're making a very serious 
policy mistake here although I don't disagree with the purposes for 
which we're doing it.

Fischer (vie): Mr. President, I believe Senator Rodey responded to
this. This is not a general obligation beyond one year,. The annual 
lease purchase agreement entered into by the Court will be subject to 
appropriation of the funds by the legislature so that if after seven 
years, after one year, the legislature says no, the lease will have to 
be terminated and its really as simple as that.

Ray: I'm glad its simple to m y  colleague from Anchorage and its
very simply not correct what he's saying because this is legislative 
approval written, ceded to and passed by the legislature giving the 
Court System the right to enter into lease purchase agreements for 
construction. So its, you're just handing them a check saying you go 
ahead and build you a court house in Anchorage. I don't doubt that a
court house in Anchorage in needed but I still believe if you're going
to do this, then you should allow the other branch of government, 
Administration, which is the one that really enters into lease 
purchase agreements for a considerable a vast amount of buildings 
throughout the State. W h y  do you pick out., because its Anchorage.
I wonder if it said Juneau if it would get the same consideration by 
this body.

Halford: I think the point still remains although the legislature could
fails to appropriate the second year of lease, if in fact there is any 
value there, any portion of the purchase portion of the first year 
lease that is then lost, lost to the State, or if there is any penalty.
That would also require an appropriation and by the fact that it 
requires an appropriation, which could be enforceable through the 
Court System, it is a debt of the State not approved by the people of 
the State.

Rodey: Mr. President, I can’t resist rising to the comment by m y
good colleague from Juneau w h o m  I sure made the remarks tongue- 
in-cheek. The Juneau Court House, which we see as we leave the 
capitol building here was funded through various mechanism.; due 
to the great skill of the good Senator from Juneau when the ... in fact, 
it wasn't even approved by a bill, it was a mere resolution, actually 
an amendment to a resolution that did approve the Court House and 
one of the methods of funding was ASIIA bonds. I think the court 
house in Juneau was needed, I think it received legislative scrutiny



at that time and I certainly would not have opposed it had I been in 
the legislature because I think it was needed and was a good project. 
On the other hand, I think we're doing this the proper way and it 
provides a great service to the people of Alaska.

Ray: Well, m y  colleague just validates what I said. Just a mere
resolution was a lease purchase agreement and it said court facilities 
in Anchorage and Juneau and just by the adoption of the resolution, 
it confirmed and obligated the State to build it and they had to build 
it. That's the reason its there.

Kerttula: The A S H A  situation versus the lease purchase under a
different formula too is slightly separate program, gentlemen.

Josephson (?): Mr. President, it may be that the issue is how the
contracts and leases are written. If they are written so that the court 
system's obligations to pay the owner for the annual occupancy fee is 
subject to appropriation from the legislature and neither the court as 
an agency nor the State is liable unless those appropriations are 
made, then there is no constitutional problem. If on the other hand, 
there is some right of the lessor to command payment whether there 
is an appropriation or not, then perhaps there is a problem but I 
don't think on its face a problem exists. It depends on how the 
documents are written.

Halford. Well then the question arises, is someone going to build a 
multi-million dollar building with the first year lease payment and 
nothing else? There is going to be some other consideration there, be 
it the effect of the political process, the effect of the legal process 
that may follow if the political process doesn't respond. But there's 
certainly got be some other considerations other than that simple 
first year appropriation.

Ray: Mr. President, I hope I'm not being naive, although m y
colleague thinks I'm being here. A  lease-purchase signed by the 
court, the supreme court and if it ever came to a court case, whose 
going to try it? The legislature, are we going to try it? I don't think 
so and I think you would find that the court would find it was a valid 
agreement entered into and approved by the legislature through the 
passage of CSI-IB 653.

Sturgulewski: Mr. President, just a question to perhaps Senator
Fischer might know on this. Under Section 1(a) where it allows



Supreme Court having authority over leasing, we just passed a bill 
dealing with certain leases having to come to the legislature lor 
special action in $1 million and excess and Tin wondering if this 
exempts then the system from having to conform to that bill should 
it pass.

Fischer: Mr. President, I don't think that would exempt the court
system from falling under that legislation which hasn't moved 
anyway. But the principal part of that bill that we had before the 
Stale Affairs committee that the supreme court present any major 
lease or ler.se purchase agreement to the legislature which is in effect 
what they arc doing here so that I believe they would be conforming 
to the intent and the letter of that bill.

Ray: There is agreement like that. There is no portion in law that 
says the supreme court has to do anything like what was just 
expressed by my colleague. I wonder if there is a fiscal note
attached to this, an expected fiscal note, or a probably fiscal note or
is it just make believe?

Josephson: The anchorage Court House, when it was first occupied
after Statehood was on a lease basis and was subsequently acquired 
through a lease-purchase arrangement with the owner of that 
facility. I just mention that because the first legislature that was 
ever created which included some people who wrote this
constitution, more people than we have now...

Kerttula: The second legislature

Josephson: The second legislature approved that arrangement and
that’s how we had the court house at 4th and K  which later got 
expanded to include the Boney wing. What I'm saying is that this is
not the first time this procedure has been done. This was done by
the, some of the very people who wrote the Constitution and was
how we got the State court house in the first place.

Kerttula: I was the only vote against it.

Ray: You mentioned very prominently Mr. President about A S H A
bonds and that's how that building got built was through A S H A
bonds and the second part of it and the major portion of it was built
through A S H A  bonds as was the one in Juneau which again, avoided
the vote of the people, did not allow for the vote of the people either.



Halford: Well Mr. President, the fact that it was done before I still
don't think really carries that kind of weight. I think the former 
governor was right when he stopped that process and forced those 
issues to go back to the voters. I think this one is particularly 
dangerous just because of the nature of the conflicts it brings up if 
we ever do find ourselves in .... (tape ends)

Halford (continued)... system on that question. I think that loads the 
question very poorly for the people of Alaska.

Ray: May I suggest that we hold this over to Mondays calendar..

Monday, May 14

I-Ialford: I just want to restate my objection to authorizing lease- 
purchase agreements. It has the potential of resulting in a debt of 
the .State not approved by the voters as required by the Constitution.
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Legal debate has surrounded the meaning o f the phrase “ p ro ­
ceeds o f  any state tax o r license," in the firs t sentence. D id  the 
authors o f  the co n s titu tio n  use the phrase to mean all state revenue, 
o r d id  they w ant to  exclude fro m  the p ro h ib itio n  against dedication 
those state revenues th a t are n o t derived from  a tax o r license? The 
question became im p o rta n t when Alaska began to receive substantial 
incom e from  o il lease bonuses and royalties, which are n o t proceeds 
from  a tax o r license.

A n  op in ion  o f  the a tto rney  general o f  an early adm in istra tion  
said th a t o il lease ro y a lty  incom e was outside the p ro h ib itio n  against 
earmarking in this section. A  la te r op in ion  reversed this in te rp re ta ­
tion  and held th a t the h is to rica l record o f  the convention made i t  
clear tha t the delegates intended to  bar the dedication o f a l l  state 
revenue, w hether o r n o t they  derive s tr ic tly  from  a tax  o r license. 
Consequently, a co n s titu tio n a l am endm ent was required to  create 
the Alaska Permanent Fund.

N ote  th a t the last sentence o f  Section 15 seems to  p e rm it the 
legislature to  dedicate earnings o f  the Permanent Fund.

Section 8. State D ebt
No state debt shall be contracted unless authorized by law for cap­
ital improvements and ratified by a majority of the qualified voters 
o f the State who vote on the question. The State may, as provided 
by law and without ratification, contract debt for the purpose of re­
pelling invasion, suppressing insurrection, defending the Sta. - in war, 
meeting natural disasters, or redeeming indebtedness outstanding at 
the time this constitution becomes effective.

E xcept fo r  meeting emergencies and paying pub lic  debts in ­
curred during the te rr ito r ia l period, the legislature may incu r debt 
on ly  fo r  capital im provem ents, and then on ly  a fte r approval by the 
voters. In  the f irs t tw en ty  years o f  statehood, eighty-three bonding 
propositions have gone before the voters; seventy-four o f  these were 
ra tified  and nine rejected.

Section 9. Local Debts
No dcbl shall be contracted by any political subdivision of the State, 
unless authorized for capital improvements by its governing body 
and ratified by a majority vote or those qualified to vote and voting 
on the question.

Local governments are also required by the co n s titu tio n  to  l im it 
the ir deb t to  capita l projects and to secure p r io r approval by the 
voters. Capital im provem ents arc public works o f  a perm anent char­
acter, such as streets, sewers, schools, libraries, and pub lic  u tilitie s .
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F A I R B A N K S
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F A C IL IT Y  NAME

S U P P L Y  B U I L D I N G
' • • • • «

H I G H W A Y  M A I N T E N A N C E  S H O P  

H I G H W A Y  M A I N T E N A N C E  S H O P

B O N D  £  0 4 - 2  1 9 6 8

H I G H W A Y  C O M P L E X / O F F I C E  B U I L D I N G

F I S H  & G A M E  C O M P L E X :  

H E A D Q U A R T E R S  O F F I C E  B U I L D I N G  
D O R M I T O R Y  B U I L D I N G  

W A R E H O U S E / S H O P  B U I L D I N G  

F U E L  S T O R A G E  B U I L D I N G

B O N D  £  0 5 - 1  1 9 7 0

A L C A N T R A  Y O U T H  C A M P

A L C A N T R A  W A T E R  T R E A T M E N T  F A C I L I T Y

H I G H W A Y  C O M P L E X :
O F F I C E  B U I L D I N G  

S M A L L  V E H I C L E  S T O R A G E  B U I L D I N G  
^  . S U P P L Y  B U I L D I N G

T E S T I N G  L A B O R A T O R Y  

^  i J j A R G E  V E H I C L E  S T O R A G E  B U I L D I N G  
r

-*\‘f v \ H I G H W A Y  M A I N T E N A N C E  S H O P  

•
C O M B I N E D  F A C I L I T Y  

H I G H W A Y  M A I N T E N A N C E  S H O P  

D U P L E X / O F F I C E

F A I R B A N K S

K E T C H I K A N

T A Z L I N A

I S S U E

F A I R B A N K S  

K I N G  S A L M O N

LOCATION

I S S U E

W A S I L L A

W A S I L L A

A N C H O R A G E

C O R D O V A  

F O R T  Y U K O N  

P E T E R S B U R G  

S A N D  P O I N T
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C O U R T  A N D  O F F I C E  B U I L D I N G  A N C H O R A G E  •

C O U R T  A N D  O F F I C E  B U I L D I N G  K E T C H I K A N

B O N D  £  0 5 - 3  1 9 7 0  I S S U E  

S T A T E  O F F I C E  B U I L D I N G  J U N E A U

B O N D  # 0 6  1 9 7 1  I S S U E  ]

C O U R T  A N D  O F F I C E  B U I L D I N G  tt 2 A N C H O R A G E

4.i .•

B O N D  # 0 7 - 1  1 9 7 2  I S S U E  

D O U G L A S  I S L A N D  B U I L D I N G  * D O U G L A S  ( J U N E A U )

B O N D  H  0 7 - 2  1 9 7 2  I S S U E

B O N D  £  0 5 - 2  1 9 7 0  I S S U E

F A C I L I T Y  N A M E  L O C A T I O N

C O M M U N I T Y  B U I L D I N G  J U N E A U

C O U R T  A N D  O F F I C E  B U I L D I N G  J U N E A U

B O N D  £  0 8 - 2  1 9 7 2  I S S U E

A V I A T I O N  B U I L D I N G  A N C H O R A G E

P I O N E E R  H O M E  A D D I T I O N  # 2  F A I R B A N K S

A R C H I V E S  A N D  R E C O R D S  B U I L D I N G  J U N E A U

P U B L I C  S A F E T Y  B U I L D I N G  S I T K A



* ^
.t»v »r

B O N D  £  0 9  1 9 7 3  I S S U E  

F A C I L I T Y  N A M E  L O C A T I O N> I*. .  ‘ » T

R E G I O N A L  O F F I C E  B U I L D I N G  F A I R B A N K S

R E G I O N A L  O F F I C E  B U I L D I N G  K O D I A K

P I O N E E R  H O M E  P A L M E R

B O N D  £  1 0 - 2  1 9 7 3  I S S U E

C O M M U N I C A T I O N  B U I L D I N G  A N C H O R A G E

P I O N E E R  H O M E  A N C H O R A G E
P A R K I N G  S T R U C T U R E  A N C H O R A G E

H I G H S C H O O L  A D D I T I O N  #4  D E L T A  J U N C T I O N

C O U R T  A N D  O F F I C E  B U I L D I N G  K E N A I

P I O N E E R S  H O M E  K O T Z E B U E

C O U R T  A N D  O F F I C E  B U I L D I N G  V A L D E Z

B O N D  £  11_ 1 9 7 4  I S S U E

P A R K I N G  S T R U C T U R E  F A I R B A N K S

P A R K I N G  S T R U C T U R E  J U N E A U

C O U R T  A N D  O F F I C E  B U I L D I N G  S I T K A
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