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FISCAL NOTE ANALYSIS 

For HCR 52

Currently, the State has 12 leases for office space, in excess of the 10,000 
square foot threshold in HCR 52, that will be expiring without renewal options 
and have not already been rebid. These 12 leases contain approximately 
450,000 square feet at a combined monthly cost of $816.9.

ASSUMPTION:

Increase Lease Costs

The current average cost per square foot of the existing leases procured 
through Invitations to Bid (ITB) is $1.82.

The current high cost per square foot based on leases procured through ITB is 
$2.58.

The difference between the current average cost and the current high cost per 
square foot is $.76.

For the purpose of this fiscal note, we assumed the average increase in the 
cost per square foot of space procured through a Request for Proposal (RFP) to 
be $.38.

The expiration schedule for the next six fiscal years and the estimated 
additional cost each year is:

- FY 91: 0 leases of 10,000 square feet expire in FY 91.

- FY 92: 3 leases = est. 50,000 square feet x $.38/mo. = $228.0*

- FY 93: 3 leases = 98,778 square feet x $.38/mo. = $450.4*

- FY 94: 4 leases = 93,217 square feet x $.38/mo. = $425.1*

- FY 95: 2 leases = 207,152 square feet x $.38/mo. = $944.6*

- FY 56: 0 leases of 10,000 square feet expire in FY 96.

* Annual Costs

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  

Training Costs

Since the contracting officers who would be involved in the preparation of 
RFPs have had no formal training and little  experience in issuing RFPs, 
approximately $5.5 would be required to provide training in the RFP process.

8/11K6/022602-0/2
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Personal Services

Bids for lease space are among the most time consuming and difficult bids 
prepared by the contracting officers. The procurement through a Competitive 
Sealed Proposal will involve more preparation time and evaluation time than a 
Competitive Sealed Bid for lease space.

We estimate that development of the initial RFP conditions for proposals will 
take approximately three months of staff time.

The additional staff time to prepare, evaluate all offers (rather than just 
the low bid), and answer protests related to the use of a Competitive Sealed 
Proposal, is expected no add approximately six Purchasing Agent I I I  staff 
months of work during each year in FY 92-94. In FY 95, due to the complexity 
of the two replacement leases of 207,152 square feet, we estimate a need for 
one additional Purchasing Agent I I I .

8/11K6/022602-0/3
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A l a s k a  S t a t e  L e g i s l a t u r e

H o u s e  o f  R e p r e s e n t a t i v e s

R e p r e s e n t a t i v e  F r a n  U l m e r

M E M O R A N D U M

TO: Rep. Red Boucher, Chair 
Membersy'Rouse Staie Affairs Committee

FROM: Rep. Frajyfpimer

DATE: February 27, 1990

RE: HCR 52-relating to state leasing

Many state agencies have turned to the capital lease process as a 
means of acquiring badly needed new facilities because of the lack 
of state funds needed to finance construction of office buildings. 
These facilities are designed, constructed, financed and often 
operated by the successful bidder. The building is essentially 
purchased by the state on the "installment plan" utilizing funds from 
the agency's operating budget. At the conclusion of the term of the 
lease, which may be 20 years or more, ownership of the facility 
usually reverts to the state, often after payment of a final lump 
sum.

A major problem with this process is that it lacks virtually all of 
the controls normally placed on development of new public 
facilities. The bids are usually awarded only on the basis of lowest 
rental cost and do not necessarily take into consideration building 
standards of the host community, the long term maintenance and 
operations costs or the functional needs of the agency.

HCR 52 requests that as the state enters into capital lease 
contracts, criteria in addition to price, including functionality, 
public convenience, design and appearance be taken into 
consideration.

District 4B — Juneau 
P.O. BOX V • Juneau. Alaska 99811-3100 • (907)465-4947
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RESOLUTION 
STATE BUILDING LEASE PROCEDURES

Whereas, the Alaska Chapter of the American Institute of Architects promotes quality
design and construction practices throughout the State, and

Whereas, the Department of Administration, other State agencies and other political
subdivisions for the State of Alaska have been procuring new building space 
through a process which solicits bids for lease space normally resulting in 
new construction, and

Whereas, the contractor with the lowest lease price and cheapest cost will be the
successful bidder for such State space, and

Whereas, this process is not required to consider the quality of building design, site
design, regional planning, construction quality, or operation and 
maintenance costs, and

Whereas, such omission harms the long term interest of the State and the affected
communities because of the low quality design, planning and construction 
which inevitably occurs,

Therefore, be it resolved that the Alaska Chapter of the American Institute of Architects,
strongly urges tĥ t the Governor’s Office and Department of Administration 
revise this bid process to include qualitative criteria for design, site planning, 
interior amenity, and maintenance and operation costs so that the State 
agencies and communities affected receive building projects with 
acceptable design and construction quality.

Unanimously adopted this date, November 10,1989.
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A c q u i s i t i o n  o f  S t a t e  F a c i l i t i e s  

V i a  C a p i t a l  L e a s e
by Jack V/olever, A1A

G i v e n  c u r r e n t  p o l i t i c a l  a n d  e c o n o m i c  e n v i r o n m e n t s ,  m o s t  s t ate  a g e n c i e s  

f i n d  it a l m o s t  i m p o s s i b l e  to o b t a i n  f u n d i n g  fo r n e e d e d  f a c i l i t i e s  

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

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

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

design, c o m p e t i t i v e  b ids , a n d  c o n s t r u c t i o n  - - i s  o i m p l y  no  l o n g e r  

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

c o n s t r a i n t s .  . »

S e v e r a l  s t a t e  a g e n c i e s  h a v e  t u r n e d  to the c a p i t a l  l e a s e  p r o c e s s  a s  a 

m e a n s  o f  a c q u i r i n g  n e w  f a c i l i t i e s .  T h e s e  f a c i l i t i e s  a r e  d e s i gn ed , 

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

s u c c e s s f u l  b i d d e r .  T h e  b u i l d i n g  is e s s e n t i a l l y  p u r c h a s e d  b y  the a g e n c y  

o n  the " i n s t a l l m e n t  p l a n "  u t i l i z i n g  fu nds  f r o m  t h e  a g e n c y  o p e r a t i n g  

budge t. A t  th e c o n c l u s i o n  o f  th e t e r m  o f  t h e  lease, the  f a c i l i t y  

o w n e r s h i p  u s u a l l y  r e v e r t s  to the state, o f t e n  a f t e r  p a y m e n t  of  a f i n a l  

l u m p  s u m  a m o u n t  to the b i d der . T h e  c a p i t a l  l e a s e  p r o c e s s  is m a d e  

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

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

f r e q u e n t l y  s c a t t e r e d  t h r o u g h o u t  a co mm u n i t y .  C o n s o l i d a t i o n  o f  r e n t a l  

s pa ce  a n d  a g e n c y  f u n c t i o n s  i n c r e a s e  the b u y i n g  p o w e r  a n d  the e f f i c i e n c y

o f  the a g e n c y  -- p o w e r f u l  a r g u m e n t s  for c a p i t a l  l e a s e  f a c i l i t y

a c q u i s i t i o n .

It is cr i t i c a l ,  h o w e v e r ,  t h a t  th os e i n d i v i d u a l s  r e s p o n s i b l e  for  f a c i l i t y  

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

lease are g o o d  i n v e s t m e n t s  f o r  the state. B u i l d i n g s  w h i c h  are 

f u n c t i o n a l l y  u n r e l i a b l e  o r  u n s u c c e s s f u l  ar e f r u s t r a t i n g  to the p e r s o n n e l  

w h o  u t i l i z e  them. B u i l d i n g s  w h i c h  are p o o r l y  d e s i g n e d  a n d  c o n s t r u c t e d  

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

life sp a n  t h a t  t h e y  ar e o f  l i t t l e  v a l u e  at the c o n c l u s i o n  o f  the terra o f  

le as e w h e n  o w n e r s h i p  is t r a n s f e r r e d  to the state. It is the 

r e s p o n s i b l i t y  o f  a n  a g e n c y ' s  f a c i l i t i e s  m a n a g e m e n t  g r o u p  to e n s u r e  that

s u c h  p r o b l e m s  do n o t  c o m p r o m i s e  the a c q u i s i t i o n  o f  a n e w  b u i l di ng .



A  p u b l i c a t i o n  e n t i t l e d  D e s i g n / B u i l d / B i d  C o n s i d e r a t i o n s  for 

P a r t i c i p a n t s  w a s  p r e p a r e d  ir\ 1986  b y  a n  a d- h o c  c o m m i t t e e  o f  A l a s k a n  

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

i n f o r m  p u b l i c  s e c t o r  b u i l d i n g  o w n e r s  a b o u t  the p r o c e s s  o f  a c q u i r i n g  

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

the c a p i t a l  l e a s e  p r o c e s s  c u r r e n t l y  u t i l i z e d  b y  th e s t a t e  in  se v e r a l  

v e r y  i m p o r t a n t  areas.

C r i t i c a l  to the s u c c e s s  o f  a  d e s i g n / b u i l d / b i d  p r o j e c t  is p r e p a r a t i o n  o f  

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

agenc y, a n d  p e r f o r m a n c e  s p e c i f i c a t i o n s  d e s c r i b i n g  a m i n i m u m  l ev el  of 

q u a l i t y  f o r  b u i l d i n g  c o m p o n e n t s  a n d  systems. E q u a l l y  i m p o r t a n t  is 

p r e p a r t  'on o f  a  f o r m a t  f o r  e v a l u a t i n g  b i d d e r ' s  p r o p o s a l s  in  o r d e r  to 

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

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

a n d  th e p r o j e c t  b u d g e t .

H a v i n g  p a r t i c i p a t e d  i n  n u m e r o u s  design/b' d / b i d  p u b l i c  w o r k s  p r o j e c t s  

in  A l a s k a  a n d  C a l i f o r n i a ,  i t  h a s  b e e n  ray ^.vperience t h a t  a c o n s u l t a n t  

w i t h  e x p e r i e n c e  i n  p r e p a r i n g  D / B / B  R F P s  is n e e d e d  to p r e p a r e  the 

p r o g r a m ,  p e r f o r m a n c e  s p e c i f i c a t i o n s ,  a n d  e v a l u a t i o n  f o rm at . W i t h  r e g a r d  

to e v a l u a t i o n  o f  p r o p o s a l s ,  this t yp i c a l l y  i n v o l v e s  b o t h  o b j e c t i v e  

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

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

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

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

p r i c e  to b e  p a i d  a n d  a l l o w i n g  the b i d d e r s  to p r o v i d e  t h e  b e s t  f a c i l i t y  

a c h i e v a b l e  w i t h i n  t h a t  c o n s t r a i n t ,  or b y  a l l o w i n g  the c o s t  to b e  a n o t h e r  

v a r i a b l e  i n  the e v a l u a t i o n  format.

S tat e a g e n c i e s  t h a t  are  n o r m a l l y  in t h e  b u s i n e s s  o f  l e a s i n g  f a c i l i t i e s  

l a c k  th e p r o f e s s i o n a l  e x p e r t i s e  r e q u i r e d  to p r e p a r e  a  D / B / B  RFP, aiid 

l a c k  t h a t  s a m e  e x p e r t i s e  r e q u i r e d  to e v a l u a t e  a D / B / B  p r o p o s a l  w i t h  

r e g a r d  to b o t h  t e c h n i c a l  c r i t e r i a  a n d  d e s i g n  c r i t e r i a .  T h e  Sta te  

D e p a r t m e n t  o f  A d m i n i s t r a t i o n  is the e n t i t y  th a t  h a s  b e e n  r e s p o n s i b l e  

f o r  c a p i t a l  l e a ^ e  b u i l d i n g  a c q u i s i t i o n s  f or  o t h e r  s t a t e  ag e n c i e s .  The 

D O A  t r a c k  rec h a s  b e e n  disma l,  p r o d u c i n g  b u i l d i n g s  w h i c h  ar e l a r g e l y  

u n s u c c e s s f u l  b e c a u s e  o f  f a i l i n g s  in the R F P  u t i l i z e d  b y  DOA. The  

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

c o m m i s s i o n  to the G o v e r n o r  a b o u t  c o n s p i c u o u s  f a i l u r e s  o f  c a p i t a l  lease 

b u i l d i n g  p r o j e c t s  i n i t i a t e d  b y  the D O A ' s  D i v i s i o n  o f  G e n e r a l  S e r v i c e s  

a n d  S u p p l i e s  w h i c h  is u n a b l e  to d i f f e r e n t i a t e  b e t w e e n  a  D / B / B  p r o j e c t  

a n d  a n  o r d i n a r y  l e a s e  for  o f f i c e  space. T h e r e f o r e ,  it is n e c e s s a r y  for 

the A l a s k a n  c o n s u l t i n g  c o m m u n i t y  to a c q u i r e  the e x p e r t i s e  to p r o v i d e  

s t a t e  a g e n c i e s  w i t h  the s e r v i c e s  n e e d e d  to o r g a n i z e  a n d  e x e c u t e  a 

s u c c e s s f u l  D / B / B  proje ct .

In  sum m a r y ,  the c a p i t a l  l e a s e  p r o c e s s  is c u r r e n t l y  the o n l y  p r a c t i c a l  

me a n s  a v a i l a b l e  to m o s t  s t a t e  a g e n c i e s  for o b t a i n i n g  n e w  fac i l i t i e s .  In 

o r d e r  to e n s u r e  t h a t  a g e n c y  fur.ds are i n v e s t e d  in a r e s p o n s i b l e  manner, 

it is i m p e r a t i v e  th a t  s t a t e  a g e n c i e s  u t i l i z e  a p r o c e s s  s t n ’̂t u r e d  to 

p r o d u c e  b u i l d i n g s  that a re  f u n c t i o n a l l y  r e s p o n s i v e  to the eds  o f  the 

o c c u p a n t s ,  a r e  e c o n o m i c a l  to o p e r a t e  a n d  ma i n t a i n ,  a n d  a r 1 cmane an d 

p r o d u c t i v e  e n v i r o n m e n t s  fo r the i n d i v i d u a l s  w h o  w o r k  t h e n  In



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

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

n e i g h b o r s  r a t h e r  tha n c e n t e r s  of  c o n t r o v e r s y  o v e r  p l a n n i n g  a n d  d e s i g n  

issues. It is i n c u m b e n t  o n  the A l a s k a n  d e s i g n  c o m m u n i t y  to r e c o g n i z e  

the n e e d  f o r  D / B / B  s e r v i c e s  a nd to be abl e to p r o v i d e  th ose  s e r v i c e s  to 

s t a t e  a g e nc ie s. It is i n c u m b e n t  o n  the s t a t e  to r e c o g n i z e  the f a i l i n g s  

o f  its' p r o c e s s  a n d  its' p r o d u c t s ,  a n d  to o b t a i n  the n e c e s s a r y  e x p e r t i s e  

r e q u i r e d  to d e v e l o p  s u c c e s s f u l  c a p i t a l  l e a s e  b u i l d i n g  pr o j e c t s .
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BY R E P . ULMER

1 IN  THE HOUSE

2 HOUSE CONCURRENT RESOLUTION NO. 52

3 IN  THE LEGISLATURE OF THE STATE OF ALASKA

A SIXTEENTH LEGISLATURE - SECOND SESSION

5 R e la t in g  to  th e  le a s in g  o f  space  by th e

6 s t a t e .

7 DE IT  RF.SOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

8 WHEREAS th e  s ta te  le a s e s  o f f i c e  space  i n  o v e r  60 c o m m u n it ie s  th ro u g h -

9 o u t th e  s t a t e ,  and  th e  p u rp o s e  o f  th e s e  o f f i c e s  i s  to  p ro v id e  s e r v ic e s  to

10 th e  p u b l i c ;  and

11 WHEREAS th e  s t a t e 's  p re s e n c e  i n  th e s e  o f f i c e s  a f f e c t s  th e  b u s in e s s

12 e n v iro n m e n t in  th e  h o s t  co m m u n ity , and th e  d e s ig n  o f  th e s e  o f f i c e s  a f f e c t s

13 em p loyee  e f f i c i e n c y  and m o ra le  as w e l l  as th e  c o s t  o f  th e  le a s e s ;  and

1A WHEREAS th e  s t a t e  s h o u ld  be a r e s p o n s ib le  c i t i z e n  i n  th e  h o s t  commun-

15 i t y  and n o t cause  th e  c o n s t r u c t io n  o f  b u i ld in g s  t h a t  a re  b e lo w  th e  p re -

16 v a i l i n g  s ta n d a rd  f o r  c o m m e rc ia l s t r u c t u r e s  i n  th e  h o s t  c o m m u n ity ; and

17 WHEREAS th e  c o m p e t i t iv e  s e a le d  p ro p o s a l p ro c e s s  makes i t  p o s s ib le  t o

18 c o n s id e r  a t t r i b u t e s  o th e r  th a n  th e  c o s t o f  a le a s e ,  in c lu d in g  th e  t o t a l

19 l i f e - c y c l e  c o s ts  f o r  m a in te n a n c e  and o p e r a t io n s ,  f u n c t i o n a l i t y ,  p u b l ic

20 c o n v e n ie n c e , d e s ig n ,  and a pp e a ra n ce  o f  th e  le a s e d  b u i l d in g ;

21 BE IT  RESOLVED t h a t  th e  A la s k a  S ta te  L e g is la t u r e  r e s p e c t f u l l y  re q u e s ts

22 th e  g o v e rn o r  to  d i r e c t  th e  D e p a rtm e n t o f  A d m in is t r a t io n  to  se e k  le a s e  space

23 th a t  n o t o n ly  accom m odates th e  s t a t e 's  m is s io n  b u t i s  a ls o  c o m p a t ib le  w i t h

2A th e  h o s t  c o m m u n ity 's  p la n n in g ,  z o n in g ,  and d e s ig n  r e g u la t io n s :  and be i t

25 FURTHER RESOLVED th a t  th e  A la s k a  S ta te  L e g is la t u r e  e n c o u ra g e s  s ta te

26 a g e n c ie s  to  a v o id  le a s in g  p r a c t ic e s  t h a t  w o u ld  cause  th e  c o n s t r u c t io n  o f

27 s u b s ta n d a rd  c o m m e rc ia l s t r u c t u r e s  t h a t  w i l l  n o t  com pete  w e l l  f o r  p r i v a t e

28 s e c to r  te n a n ts  when th e  s ta te  le a s e  ends o r  t h a t  w i l l  be s u b s ta n d a rd  i n

29 a p p ea ra nce  and fe a t u r e s  when com pared to  p r e v a i l i n g  b u i l d in g  p r a c t ic e s  and

HCR052A -1- HCR 52
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1 d e s ig n ;  and be i t
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7

FURTHER RESOLVED t h a t  th e  A la s k a  S ta te  L e g is la t u r e  e n co u ra g e s  s ta te  

a g e n c ie s  t o  u t i l i z e  th e  c o m p e t i t iv e  s e a le d  p ro p o s a l p ro c e s s  f o r  th e  a c q u i­

s i t i o n  o f  le a s e d  space  when th e  le a s e  e xcee ds  1 0 ,0 0 0  sq u a re  f e e t  o r  a te rm  

o f  f i v e  y e a r s ;  and be i t

FURTHER RESOLVED th a t  th e  c o m p e t i t iv e  s e a le d  p ro p o s a l p ro c e s s  used  to  

le a s e  o f f i c e  space  f o r  th e  s t a t e  c o n s id e r  th e  t o t a l  l i f e - c y c l e  c o s t o f  th e

8 b u i ld in g  to  be le a s e d ,  in c lu d in g  m a in te n a n c e  and o p e r a t io n s ,  f u n c t i o n a l i t y ,

9 p u b l ic  c o n v e n ie n c e , d e s ig n ,  and a p p e a ra n c e .

10 COPIES o f  t h i s  r e s o lu t i o n  s h a l l  be s e n t to  th e  H o n o ra b le  John

I
f

11 tA ndrew s ^  c o m m is s io n e r  o f  a d m in is t r a t io n ;  th e  H o n o ra b le  M ark  S. H ic k e y ,

12 c o m m is s io n e r  o f  t r a n s p o r t a t io n  and p u b l ic  f a c i l i t i e s ;  and to  Ray P r ic e ,

C & p  e p v / c i c e r r *

13 E x e c u t iv e  D i r e c t o r  o f  th e  A la s k a  S ta te  H o u s in g  A u t h o r i t y .  
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