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f  REQUEST: 
Revision Date:

PUBLISH DATE 4 / 6 / 9 0  

F I S C A L  N O T E

Title:
_______________________ Affected Agency: Legislative Affairs Agency

Relating to the leasing of space ... BRU: Legislative Operating Budget
and establishing the State Lease Task Force.
Sponsor: Representative Ulmer________
Requestor House Finance

Components Legislative Operating Budget

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)
OPERATING FY91 FY92 FY93 FY94 FY95 FY96
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants, Claims
Miscellaneous
TOTAL OPERATING

0 0 0 0 o' 0
6.6 0 0 0 0 0

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

6.6 0 0 0 0 0

CAPITAL

1LREVENUE I I

( FUNDING: (THOUSANDS OF DOLLARS)
General Fund 6.6 0 0 0 0 0
Federal Fund 0 0 0 0 0 0
Other 0 0 0 0 0 0
TOTAL 6.6 0 0 0 0 0

POSITIONS:
Full-Time 0 0 0 0 0 0
Part-Time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

c

ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY)

r CSHCR 52 (Finance) establishes the State Lease Task Force comprised of 13 members. 
Administrative and legal services of the Legislative Affairs Agency shall be made available 
to the Task Force. The following is requested to adequately support the Task Force:

Prepared By: Pamela Stoops. Director 
Division: Administrative Services

Phone: 465-3850

Approved By: Warren Endicott, Executive Director 
Agency: Legislative Affairs Agency ______

Date: 3/19/90

Date: 3/19/90
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Projections of no fiscal impact 8
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CONTINUATION OF FISCAL NOTE: CSHCR 52

Travel:

It is anticipated there will be 2 meetings of the Task Force. It is assumed that travel expenses 
of the 4 Legislators will be absorbed within the existing Legislative Budget and the 2 
Representatives from the Executive Branch and 1 Representative from the University 
will be absorbed within their respective budgets.

2 meetings x 6 public members at 2 days each

airfare -  2 meetings x 6 members = 12 airfares

12 airfares x S390 =< $4,680

per diem - 2 meetings x 6 members =* 12 
1 2 x 2  days per diem = 24 
24 x $80 = $1,920

$6,600

Advertising o f public notices, printing of the report, supplies, equipment, etc. will be 
absorbed within the existing Legislative Operating Budget.
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Offered: 4/6/90
Referred: Finance.

Original sponsor(s): REP. ULHER, Koponen

1 IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE

2 SENATE CS FOR CS FOR HOUSE CONCURRENT RESOLUTION NO. 52 (State Affairs)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - SECOND SESSION

5 Relating to the leasing of space by the

6 state and establishing the State Lease

7 Task Force.

8 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 WHEREAS the state leases office space in over 60 communities through-

10 out the state, and the purpose of these offices is to provide services to

11 the public; and

12 WHEREAS the state's presence in these offices affects the business

13 environment in the communities, and the design of these offices affects

14 employee efficiency and morale as well as the cost of the leases; and

15 WHEREAS the state should be a responsible citizen in the communities

16 and not cause the construction of buildings that are below the prevailing

17 standard for commercial structures in the communities; and

18 WHEREAS the competitive sealed proposal process makes it possible to

19 consider several appropriate attributes in addition to the cost of a lease,

20 including the total life-cycle costs for maintenance and operations, func-

21 tionality, indoor air quality, public convenience, design, appearance, and

22 location of the leased building; and

23 WHEREAS a comprehensive review is needed of the issues raised in this

24 resolution relating to the leasing of roace by the state in order to deter-

25 mine how the state may achieve the goals proposed by resolves one through

26 four of this resolution;

27 BE IT RESOLVED that the Alaska State Legislature respectfully requests

28 the governor to direct the Department of Administration to seek lease space

29 that not only accommodates the state's mission but is also compatible with
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1 the communities' concerns, including planning, zoning, and design regula-

2 tions where they exist; and be it

3 FURTHER RESOLVED that the Alaska State Legislature encourages state

4 agencies to avoid leasing practices that would cause the construction of

5 substandard commercial structures, but nothing in this resolution shall be

6 construed as encouraging new construction or favoring new construction over

7 the leasing of existing space; and be it

8 FURTHER RESOLVED that the Alaska State Legislature encourages state

9 agencies to utilize the competitive sealed proposal process for the acqui-

10 sition of leased space when the lease exceeds 10,000 square feet or a term

11 of five years; and be it

12 FURTHER RESOLVED that the competitive sealed proposal process used to

13 lease office space for the state should consider the total life-cycle cost

14 to the state of the building to be leased as calculated over the term of

15 the lease using a discounted present value analysis, and including mainte-

16 nance and operations, functionality, indoor air quality, public conve-

17 nience, design, and appearance; and be it

18 FURTHER RESOLVED that a State Lease Task Force is established to study

19 the issues raised by the goals set out in the previous resolves in order to

20 determine the best methods for achieving these goals; and be it

21 FURTHER RESOLVED that the task force shall consist of nine persons

22 appointed by the governor, two representatives appointed by the speaker of

23 the state house of representatives, and two senators appointed by the

24 president of the state senate; and be it

25 FURTHER RESOLVED that the members of the task force appointed by the

26 governor shall include two engineers licensed under AS 08.48, two archi-

27 tects licensed under AS 08.48, two representatives of local government, one

28 representative from the Department of Transportation and Public Facilities,

29 one representative from the Department of Administration, and one

SCS CSHCR 52(SA) -2- HCR052e
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1 representative from the University of Alaska; and be it

2 FURTHER RESOLVED that the terms of the task force members shall begin

3 July 1, 1990, and that the task force shall terminate January 22, 1991; and

4 be it

5 FURTHER RESOLVED that the task force shall submit a report of its

6 findings and recommendations to the governor and the legislature by

7 January 21, 1991; and be it

8 FURTHER RESOLVED that the administrative and legal services of the

9 Legislative Affairs Agency shall be made available to the task force.

10 COPIES of this resolution shall be sent to the Honorable Frank Baxter,

11 commissioner of administration; the Honorable Mark S. Hickey, commissioner

12 of transportation and public facilities; to the Honorable Donald O'Dowd,

13 President of the University of Alaska; and to Ray Price, Executive Director

14 of the Alaska State Housing Authority.

HCR052e -3- SCS CSHCR 52(SA)
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H o i  s r .  o r  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  
MEMORANDUM

TO: Rep. Rickniyyhling and Rep. Johne Binkley, Co-chairs
Senate Finance Committee

FROM: Rep. Fra^yilAier

DATE: April 5, 1990

RE: CSHCR 52 (Fin) relating to state leases

I would appreciate your scheduling of CSHCR 52 (Fin) which relates 
to state leasing and creation of a State Lease Task Force.

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. 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.

CSHCR 52 (Fin) requests the state to consider a variety of factors in
addition to price, including functionality, public convenience, design 
and appearance, when it enters into a capital lease. It also creates a 
State Lease Task Force to work on solutions to the problems created 
by current state leasing policies.

Thank you for your consideration of my request to schedule this 
legislation in the Senate Finance Committee in the near future.
Please contact me if you need more information or if you would like 
to meet to discuss this resolution.

District 4B — Juneau  
P.O. BOX V • Juneau . A la sk a  99811-3100 • (907)465-4947



Alaska State Legislature
H o i si- 0 1* R e p r h s e n t u ' i v e s

R e p r e s e n t a t iv e  F r a n  U l m e r
MEMORANDUM

TO: Senator Uehling and Senator Binkley, Co-chairs 
Senc1 *”  ~ nittee

Rep. Frai

DATE: April 19, 1990

CSHCR 52 (Fin) relating to state leasesRE:

CSHCR 52 (Fin) creates a State Lease Task Force, which was 
requested by representatives of local governments and members of 
the Alaska Professional Design Council, to work on solutions to the 
problems created by current state leasing policies. The Task Force 
members will report to the legislature on their findings and 
recommendations by January 21, 1991.

CS HCR 52 (Fin) also requests the state to consider a variety of 
factors in addition to price including functionality, public 
convenience, design and appearance when it enters into a capital 
lease.

When state agencies and municipalities use the capital lease 
process as a means of acquiring needed facilities, they do not 
always consider the long-term cost and benefits. One reason for this 
is the unwillingness of the legislature to appropriate funds for the 
state office buildings in the capital budget. These facilities are 
designed, constructed, financed and often operated by the successful 
bidder. The building is essentially Durchased 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.

District 4B — Juneau  
P.O. Box V • Juneau . A la sk a  998I1-3100 • (907) 465-4947
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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.

This resolution focuses attention on this problem, encourages the 
administration to consider these factors when entering into leases, 
and creates the task force to review the problems of state leasing 
policies to suggest solutions.

CSHCR 52 (Fin) is supported by the Alaska Professional Design 
Council and the Alaska Chapter of the American Institute of 
Architects.
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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 that 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.

c

Unanimously adopted this date, November 10,1989.

Preside f

Secretary
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A  SOMEWHAT BRIEFER VERSION 

PUBLISHED IN THE DECEMBER ISSUE OF THE A LASKA PROFESSIONAL DESIGN 
COUNCIL NEWSLETTER.

Volume 12, No. 11, December 1989 The Official Newsletter o f the Alaska Professional Design Council

Acquisition of State Facilities 
Via Capital Lease

by Jack Wolever, A IA

Given current political and economic environments, m o s t  state agencies 

find it almost impossible to obtain funding for n e e d e d  facilities 

through capital appropriations. The conventional process of 

constructing n e w  state buildings • a n  a p p r opriation from the 

legislature, s election of architects and engineers, p rogramming and 

design, competitive bids, and construction - - i s  simply no longer 

accessible to mo s t  state agencies because of economic or political 
constraints.

Several state agencies have turned to the capital lease process as a 

means of a cquiring n e w  facilities. These facilities are designed, 

constructed, financed, and often operated and m a i n t a i n e d  b y  the 

successful bidder. The building is c jentially pur c h a s e d  b y  the agency 

on the "installment plan" utilizing funds from the agency operating 

budget. A t  the conclusion of the term of the lease, the facility 

ownership u s u a l l y  reverts to the state, of t e n  after payment of a final 

lump sum a mount to the bidder. The capital lease process is made 

possible b e c a u s e  m a n y  agencies have a c c o m odated space needs over the 

years through rental of increasing amounts of office space wh i c h  is 

frequently scattered throughout a community. C o n s olidation of rental 

space and agency functions increase the b u y i n g  p o w e r  and the efficiency 
of the agency -- powerful arguments for capital lease facility 

acquisition.

It is critical, however, that those individuals responsible for facility 

acquisition a n d  management ensure that b u ildings acquired via capital 

lease are good investments for the state. Buildings wh i c h  are 

functionally unreliable or unsuccessful are frustrating to the personnel 

who utilize them. Buildings which are p oorly desi g n e d  and c onstructed 

are expensive to operate and maintain and can hav e  such a short useful 

life span that they are of little value at the c o n c lusion of the term of 

lease wh e n  ownership is transferred to the state. It is the 

responsiblity of an agency's facilities m a n a g e m e n t  group to ensure that 

such problems do n ot compromise the acquisition of a new building.



A  publication entitled Design/Build/Bid Considerations for 

Participants was prepared in 1986 by an ad-hoc committee o f  A l a skan 

architects, engineers, contractors, and facility planning experts to 

inform public sector building owners about the process of acquiring 

facilities through design/build/bid. The process des c r i b e d  differs from 

the capital lease process currently utilized b y  the state in several 
very important areas.

Critical to the success of a design/build/bid project is pr e p a r a t i o n  of 

a detailed facility program describing the functional needs of the 

agency, and performance specifications describing a m i n i m u m  level of 

quality for building components and systems. Equally important is 

preparation of a format for evaluating bidder's p roposals in order to 

obtain from each bidder a design for the best possible building that car. 

be provided w i t h i n  the limits defined b y  the p e r f o rmance specifications 
and the project budget.

Having partic i p a t e d  in numerous design/build/bid p u blic works projects 

in A l a s k a  a n d  California, it has b e e n  m y  experience that a consultant 

w ith experience in preparing D/B/B RFPs is n e e d e d  to p r e pare the 

program, performance specifications, a nd evaluation format. W i t h  regard 
to e v a l uation of proposals, this typically involves b o t h  objective 

judgements, such as awarding points for exceeding m i n i m u m  energy 

performance standards, and subjective judgements, such as awarding 

points for quality of architectural design and site p l a n n i n g  

functionality. Project cost can be dealt w i t h  b y  e ither establishing a 

price to be p a i d  and allowing the bidders to provide the be s t  facility 

achievable w i t h i n  that constraint, or b y  allowing the cost to be another 

variable in the evaluation format.

State agencies that are normally in the business of leasing facilities 

lack the professional expertise required to p r e pare a D/B/B RFP, a n d  

lack that same expertise required to evaluate a D/B/B propo s a l  wi t h  

regard to b o t h  technical criteria and design criteria. The State 

Department o f  Administration is the entity that has b e e n  responsible 

for capital lease building acquisitions for other state agencies. The 

D OA track r e c o r d  has b e e n  dismal, producing b uildings w h i c h  are largely 

unsuccessful because of failings in the RFP u t i l i z e d  b y  DOA. Tie 
community of J u n e a u  has seen protests sent dire c t l y  from the planning 
commission to the Governor about conspicuous failures o f  capital lease 

building projects initiated b y  the DOA's Division of General Services 

and Supplies which is unable to differentiate b e t w e e n  a D/B/B project 

and an o r d i n a r y  lease for office space. Therefore, it is n e cessary for 

the A l a s k a n  consulting community to acquire the expertise to provide 

state agencies with the services needed to organize a nd execute a 

successful D/B/B project.

In summary, the capital lease process is currently the o n l y  practical 

means available to most state agencies for obtaining n ew facilities. In 

order to ensure that agency funds are invested in a responsible manner, 

it is imperative that state agencies utilize a process structured to 

produce buildings that are functionally responsive to the needs of the 

occupants, are economical to operate and maintain, a nd are humane and 

productive environments for the individuals who w o r k  there. In



addition, those building projects must complement and enhance the 

community in which they are placed -- the b u ildings must be good 

neighbors rather than centers of controversy over planning and design 

issues. It is incumbent on the A l a skan design community to recognize 

the need for D/B/B services and to be able to provide those services to 

state agencies. It is incumbent on the state to recognize the failings 

of its' process and its' products, and to o btain the necessary expertise 

r equired to develop successful capital lease build i n g  projects.



ALASKA PROFESSIONAL DESIGN COUNCIL 
P.O. Box 10-3115 

Anchorage, Alaska 99510-3115

26 February 1990

Representative Fran Ulmer 
Alaska Legislature 
P.O. Box V 
Juneau, Alaska 99811

Re: SUPPORT FOR HOUSE CONCURRENT RESOLUTION
RELATING TO THE LEASING OF SPACE BY THE STATE.

Rep. Ulmer,

T h a n k  you for m e e t i n g  w i t h  us in J u n e a u  duri n g  our annu a l  
legislative affairs day in February. At that time we discussed 
with you the Capital Lease Procurement policy. have reviewed 
the draft materials you gave us at that time and are in support 
of the House Concurrent Resolution and the portion of the bill 
d e a l i n g  w i t h  "the p r o c u r e m e n t  of c a p i t a l  leases under A£ 
36.30.080(d)". Please contact me in Juneau at 586-1371 should 
you have any questions or if there is anything else we can do.

Alaska Chapter of the American Institute of Architects, 
member Alaska Professional Design Council

Richard Ritter AIA 
Legislative Liaison

cc: Paul Voelckers AIA
President



Department o f Transportation and Public Facilities

POSITION PAPER
Bill No: HCR 52

Title:

A pproved: M ark S. H ickey
C o m m issio n er

Relating to the leasing of space by the state. Date: February 27,1990

The d epartm en t is supportive  of H ouse C oncurrent R esolution N o  52. W e believe it 
will assist in p rov id ing  office space for state functions w hich  are  efficient an d  
com patible w ith  the fabric of the su rround ing  com m unity. It shou ld  also resu lt in 
leases th a t are m ore reflective of local com m unities desires.

W hile the responsib ility  for leasing space is he ld  by  the D epartm ent of 
A dm inistration , o u r departm en t is w illing to offer professional arch itectural and  
engineering  guidance concerning design criteria tha t w ou ld  assist in the b idd ing  for 
lease space.


