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SENATE COMMITTEE R E P O R T
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A laska  State Leg isla tu re

S e n .  T i m  K e l l y  
S e n .  R i c k  U e h l i n g

Sen. Pat Pourchot, Chairman
Senate State A ffairs Committee

MEMORANDUM

TO Senate State Affairs Committee Members

RE:

FROM: Senator Pat Pourchot, Chairman 

March 31 Committee Hearing

DATE March 30, 1989

On Friday, March 31 at 1:30 p.m. in the Beltz Room the Senate 
State Affairs Committee will hear the following bills:

SR 8, Requesting a hiring freeze for state employees

SR 8 would request that the Governor institute an immediate 
hiring freeze. The resolution is intended to address the 
projected FY 90 budget deficit.

SB 232, An Act relating to certain beverage dispensary licensees

SB 232 would authorize the holder of a beverage dispensary 
license issued to a hotel, motel, resort or similar business to 
stock alcoholic beverages in guest rooms. The beverages could be 
consumed only on the premises. Access would be restricted to 
guests age 21 and older, and would be controlled through a lock 
system.

The bill is intended to address the expectations of travelers 
accustomed to receiving hospitality services in their rooms.

HB 74, An Act relating to the acquisition and financing of the 
Seward Student Service Center bv the Alaska State Building 
Authority, and relating to the use of a lease-financing agreement 
for the project

HB 74 gives the approval required under AS 18.55.100(d) for ASBA 
to provide lease financing for the Seward Student Service Center. 
The proposal is essentially the refinancing of an existing State
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lease-financed project. The refinancing is estimated to result 
in present value savings in state rental payments of $1,203,001 
over the ten year repayment term. Savings in FY 90 would be 
$433,229, and from $68,000 to $87,000 in subsequent years.

Under AS 18.55.100(d), ASBA may not proceed with any public 
building project until it is approved by law. HB 74 would also 
serve as the legislative approval required under AS 36.30.080(c) 
for any lease financing agreement that has annual rent in excess 
of $1 million.

The Seward Student Service Center is a student lounge and 
recreation complex for the Alaska Vocational-Technical Center 
(AVTEC) at Seward. AVTEC is the only state-operated adult 
vocational training facility in Alaska. The Center was completed 
and occupied by the state in April 1985.
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T O  T E S T I F Y

M I L T  B A R K E R ,  D E P T .  R E V E N U E

( A . S . B . A .  A N D  D E P T .  E D U C A T I O N  B O T H  S A Y  D E P T .  R E V E N U E  I S  H A N D L I N G )

HB 74 LEASE-FINANCING OF SFWARD STUDENT SERVICE CENTER

F . Y . I .

U N D E R  H B  7 4 ,  S T A T E ' S  A N N U A L  L E A S E  P A Y M E N T  W O U L D  B E  L E S S  T H A N  

C U R R E N T  —  B E G I N N I N G  F Y  9 0  I F  B I L L  P A S S E S  T H I S  S E S S I O N .  H O W E V E R .  
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S I N C E  H E  T H I N K S  T H E  A P P R O V A L  R E Q U I R E M E N T  V I O L A T E S  T H E  

C O N S T I T U T I O N A L  S E P A R A T I O N  O F  P O W E R S .  P A C K E T  C O N T A I N S  M E M O  F R O M  

L E G I S L A T I V E  L E G A L  E X P L A I N I N G  T H I S  A  L I T T L E  B I T  M O R E .
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OFFICE OF THE GOVERNOR
J u n e a u

January 9, 1989

The Honorable Sam Cotten 
Speaker of the House 
Alaska State Legislature 
P.O. Box V  
Juneau, AK 99811

Dear Representative Cotten:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill that gives legisla­
tive approval to a lease-financing project: the acquisition
and refinancing of the Seward Student Service Center by the 
Alaska State Building Authority (ASBA). The terms of 
AS 3 6 o30.080(c) and AS 18.55.100(d) require this legislative 
approval.

Provisions such as those in AS 18.55.100(d) and AS 36.30.- 
080(c), requiring specific executive-branch activities to be 
submitted to the legislature for approval before they may 
proceed, raise a substantial question of constitutionality 
under the separation-of-powers doctrine. It has long been 
the Administration's position that such provisions are in­
valid. However, like my predecessors, I am aware of the 
legislature's interest in projects such as these and am, as 
a courtesy to the legislature, submitting these projects for 
approval.

Under AS 18.55.100 (d), the bill authorizes ASBA to acquire 
the Seward Service Center and to provide financing for the 
acquisition. Under AS 36.30^-084) (c) , the Department of 
Administration may enter iryto a jlease-fijiancing agreement 
with ASBA for the student ct

Cowper 
Governor



J a n u a r y  1 2 , 1 9 8 9

T h e  H o n o r a b l e  T i m  K e l l y  
P r e s i d e n t  o f  t h e  S e n a t 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 8 1 1

D e a r  S e n a t o r  K e l l y :

T h e  a s s i s t a n c e  o f  t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  h a s  
b e e n  r e q u e s t e d  b y  t h e  A l a s k a  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  t o  
p r o v i d e  l e a s e - f i n a n c i n g  f o r  a  p u b l i c  b u i l d i n g — t h e  S e w a r d  
S t u d e n t  S e r v i c e  C e n t e r .  T h e  p r o j e c t  is b e i n g  s u b m i t t e d  f o r  
r e v i e w  b y  t h e  l e g i s l a t u r e  p u r s u a n t  t o  A S  1 8 . 5 5 . 1 0 0 ( d ) .

T h e  p r o j e c t  is e s s e n t i a l l y  a  r e f i n a n c i n g  o f  a n  e x i s t i n g  
S t a t e  l e a s e - f i n a n c e d  p r o j e c t .  T h e  r e f i n a n c i n g  w o u l d  r e s u l t  
i n  s u b s t a n t i a l  s a v i n g s  in l e a s e  r e n t a l  p a y m e n t s  o v e r  t h e  
p a y m e n t  s c h e d u l e  t o  w h i c h  t h e  S t a t e  is n o w  c o m m i t t e d .  T h e  
r e f i n a n c i n g  c o n t e m p l a t e s  a p u r c h a s e  b y  t h e  A u t h o r i t y  o f  t h e  
f a c i l i t y  f r o m  t h e  c u r r e n t  l e s s o r ,  D e l t a  F o x ,  L t d .  ( f o r m e r l y  
D i c k  F i s c h e r  D e v e l o p m e n t ,  I n c . ) .  T h e  A u t h o r i t y  w o u l d  i s s u e  
f i n a n c i n g  i n  a n  a m o u n t  s u f f i c i e n t  t o  p r o v i d e  t h e  $ 4 , 9 8 8 , 0 1 6  
n e e d e d  f o r  t h e  p u r c h a s e  as w e l l  a s  a  r e s e r v e  f u n d  a n d  c o s t s  
o f  i s s u a n c e .  T h e  D e p a r t m e n t  o f  R e v e n u e  h a s  e s t i m a t e d  a n  
i s s u a n c e  o f  $ 5 , 6 0 0 , 0 0 0  f o r  t h e  S t u d e n t  C e n t e r .  T h e  n e w  
l e a s e  o f  t h e  f a c i l i t y  to t h e  S t a t e  is e s t i m a t e d  b y  t h e  
D e p a r t m e n t  o f  R e v e n u e  t o  r e s u l t  i n  p r e s e n t  v a l u e  s a v i n g s  in 
S t a t e  r e n t a l  p a y m e n t s  o f  $ 1 , 2 0 3 , 0 0 1 .  T h e  e n c l o s e d  l e t t e r  
f r o m  C o m m i s s i o n e r  J o h n  A n d r e w s  c o n t a i n s  i n f o r m a t i o n  in m o r e  
d e t a i l  c o n c e r n i n g  t h i s  r e f i n a n c i n g .

U n d e r  A S  1 8 . 5 5 . 1 0 0 ( d ) ,  a p p r o v a l  b y  l a w  o f  t h e  p r o j e c t  is a 
p r e r e q u i s i t e  t o  t h e  u n d e r t a k i n g  o f  a n y  p u b l i c  b u i l d i n g  
p r o j e c t  b y  t h e  A u t h o r i t y .

T h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  w e l c o m e s  t h i s  
o p p o r t u n i t y  to s e r v e  t h e  S t a t e  i n  r e a l i z i n g  c o s t  s a v i n g s  in 
t h e  f i n a n c i n g  o f  p u b l i c  b u i l d i n g  p r o j e c t s .

S i n c e r e l y

I L D I N G  A U T H O R I T Y

E x e c u t i v e  D i r e c t o r

E n c l o s u r e

j t :s s :c : \ w p 5 0 \ r p \ l \ r p t k , 1

ALASKA STATE BUILDING AUTHORITY v; iNTERNATIONAL AIRPORT RQ ° 0  B O X  'c o o e o *£l£Fu0NE iBOTI 552 .': ' £ ‘.£ C C P i= f '= 6 r -



DEPARTMENT OF ADMINISTRATION
OFFICE OF THE COMMISSIONER /

STEVE COWPER, G O V E R N O R

P .O . B O X  C
J U N E A U , A L A S K A  9 9 8 1 1 - 0 2 0 0  
P H O N E : (9 0 7 )  4 6 5 - 2 2 0 0

J an u a r y  18, 1989

T h e  H o norable T i m  Kelly 

P r e s i d e n t  of the Senate 

A l a s k a  State Legislature 

P.O. B o x  V 

Juneau, AK 99811

De a r  Mr. President:

In compliance wi t h  AS 36.30.080(c), I w i s h  to inform yo u  that the Department 

of A d m i n i s t r a t i o n  intends to enter into a lease-financing agreement for the 

Saward Student Service C e n t e r  which ma y  have annual rent in excess of 

$ 1 , 000,000 to be paid b y  the State. The agreement is expected to be w i t h  the 

A l a s k a  State Building A u t h o r i t y  (ASBA) as lessor. The State wo u l d  assign its 

p u r c h a s e  option un d e r  an existing lease-financing agreement to ASBA. A S B A  

w o u l d  issue debt and us e  the proceeds to exercise the purchase option. Stata 

lease rental payments u n d e r  the n e w  lease-financing agreements w i t h  A S B A  would 

pa y  the debt service on A S B A  debt. The reason for this undertaking is that 

the State's lease rental payments would d ecrease significantly u n d e r  the new 

l e a se-financing agreement as a result of decline:.: in interest rates. The 

current lessor's p r oceeds from sale of the leased facilities to A S B A  wi l l  be 

u s e d  to payoff currently outstanding debt issued b y  the current lessor.

U n d e r  the proposed lease-financing agreement, A S B A  wo u l d  acquire the Seward 

Student Service Center from Delta Fox, Ltd. (formerly Dick Fischer 

Development, Inc.) at one of the prices listed below:

Seward Student S ervice Center 

Closing Date of Property Sale Price

July 1 - July 30, 1989 $4,988,016.00

July 1 - July 30, 1990 $4,717,860.00

July 1 - Ju l y 30, 1991 $4,422,324.00

July 1 - Ju l y 30, 1992 $4,094,640.00

July 1 - July 30, 1993 $3,778,756.00

July 1 - July 30, 1994 $3,360,876.00

July 1 - July 30, 1995 $2,942,952.00

July 1 - July 30, 1996 $2,474,832.00

July 1 - July 30, 1997 $1,952,004.00

July 1 - July 30, 1998 $1,370,520.00

July 1 - July 30, 1999 $ 722,484.00

no.cm  u



P a g e  2

T h e  S e w a r d  S t u d e n t  S e r v i c e  C e n t e r  is a s t u d e n t  l o u n g e  a n d  r e c r e a t i o n  c o m p l e x  

f o r  the A l a s k a  V o c a t i o n a l - T e c h n i c a l  (Vo-Tec) C e n t e r  a t  S e w a r d .  T h e  V o - T e c  

C e n t e r  is th e o n l y  S t a t e - o p e r a t e d  a d u l t  v o c a t i o n a l  t r a i n i n g  f a c i l i t y  in the 

St a t e .  T h e  C e n t e r  w a s  c o m p l e t e d  a n d  o c c u p i e d  b y  t he  S t a t e  in A p r i l  1985.

A s s u m i n g  t h e  s a l e  is c l o s e d  d u r i n g  J u l y  1 to J u l y  30, 1989, the  p u r c h a s e  p r i c e  

w o u l d  be $ 4 , 9 8 8 , 0 1 6 .  T h e  a n t i c i p a t e d  a m o u n t  o f  the A S B A  f i n a n c i n g  f o r  thi s 

p r o j e c t  w o u l d  b e  $ 5 , 6 0 0 , 0 0 0  i n c l u d i n g  the c o s t s  of i s s u a n c e .  T h e  r e s u l t i n g  

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

p a y m e n t s  w o u l d  be:

S e w a r d  S t u d e n t  S e r v i c e  C e n t e r

F i s c a l

Y e a r A n t i c i p a t e d  R e n t E x i s t i n g  Rentl/i./ S a v i n g s

1 9 9 0 $ 7 6 4 , 3 0 7 $ 8 0 3 , 1 6 0 $ 4 3 3 , 2 2 9

1 9 9 1 7 3 7 , 8 7 2 8 0 6 , 3 4 8 6 8 , 4 7 6

1 9 9 2 7 4 1 , 8 4 0 8 0 9 , 5 5 0 6 7 , 7 1 0

1 9 9 3 7 3 8 , 1 0 2 8 1 2 , 7 6 3 7 4 , 6 6 1

19 9 4 7 4 2 , 3 5 2 8 1 5 , 9 9 0 7 3 , 6 3 8

199 5 7 3 8 , 9 1 5 8 1 9 , 2 3 0 8 0 , 3 1 5

1996 7 3 8 , 0 3 7 8 2 2 , 4 8 2 8 4 , 4 4 5

19 9 7 7 3 9 , 3 3 7 8 2 5 , 7 4 7 8 6 , 4 1 0

1 9 9 8 7 4 2 , 0 9 7 8 2 9 , 0 2 5 8 6 , 9 2 8

19 9 9 181  ?.02 8 3 2 . 3 1 7 6 5 1 . 1 1 5

T O T A L . 8 6 4 . 0 6 1 $ 8 , 1 7 6 , 6 1 2 $ 1 , 7 0 6 , 9 2 7

M o t e s  to S e w a r d  S t u d e n t  S e r v i c e  C e n t e r  Table:

1. 1 9 9 0  a n d  l a t e r  e x i s t i n g  r e n t s  a r e  r e d u c e d  b y  the c r e d i t  f o r  p a y m e n t  on e

y e a r  i n  a d v a n c e .

2. 1 9 9 1  a n d  l a t e r  e x i s t i n g  r e n t s  h a v e  b e e n  e s c a l a t e d  b y  th e J u l y  198 4 to J u l y  

1986 i n c r e a s e  in th e A n c h o r a g e  C P I  p u r s u a n t  to i n f l a t i o n  a d j u s t m e n t  

p r o v i s i o n  o f  the lease.

3. 1 9 9 0  s a v i n g s  i n c l u d e s  $ 3 9 4 , 3 7 5 . 3 0  r e b a t e  u n d e r  e x i s t i n g  l e a s e  c a l c u l a t e d

as f o l l o w s :  J u n e  10, 19 8 9  E x i s t i n g  R e n t  P a y m e n t  o f  $ 8 4 2 , 2 7 5 . 2 0  -

$ 3 9 , 1 1 5 . 4 0  c r e d i t  f o r  p a y m e n t  o n e  y e a r  a d v a n c e  - ( $ 6 , 0 9 0 , 0 0 0  c e r t i f i c a t e s

o u t s t a n d i n g  +  2%  ca l l  p r e m i u m  o f  $ 1 2 1 , 8 0 0  - $ 4 , 9 8 8 , 0 1 6  p u r c h a s e  p r i c e  - 

$ 8 1 5 , 0 0 0  r e s e r v e  fund).



T h e  present value of the savings to the State is est i m a t e d  at $1,203,001 using 

the estimated 6.7542 p e r c e n t  true interest cost on the p r oposed A S B A  financing.

Sincerely yours,

C o m m i ssioner of Administration

J A /MB/gb

8 5 3 4 H
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^ m S H A S  BEEn.PEf.FORMED> ’ .y ^AND THE JESCRIBED WORK COMPLIES WITH THE PROVISIONS AND REQUIREMENTS OF THE CITY OF SEWARD CODE CH/: TER 6/ AND ALL APPLICABLE CODES REFERENCED THEREIN. FOR THE GROUP AND DIVISION OF OCCUPANCY AND THE USE FOR WHICH THE PROPOSED OCCUPANCY IS CLASSIFIED.
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USE AND OCCUPANCY OF THE ABOVE DESCRIBED BUILDING OR STRUCTURE IS HEREBY AUTHORIZED BY THE CITY OF SEWARD BUILDING DEPARTMENT.
»* ’»• *

’’This C e r t i f i c a t e  of O c c u p a n c y  is i s s u e d  w i t h  the provisio n that the { 
parking r e q uirements e s t a b l i s h e d  for the bu ild i n g  be c o m p l e t e d  w i t h i n  
a rea son a b l e  time, w e a t h e r  permittting. DATE APr l :  29>BUILDING CITY OF SEWARD SEWARD, ALASKA



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

Sen. Pat Pourchot, Chairman
S e n .  J a n  F a l k a ,  V i c e  C h a i r m a n  
S e n .  A 1 A d a m s  
S e n .  T im  K e l l y  
S e n ,  R i c k  U e h l i n g Senate

MEMORANDUM

TO: Senate State Affairs Committee Members

FROM: Senator Pat Pourchot, Chairman

RE: April 5 Committee Meeting

DATE: April 4, 1989

On Wednesday, April 5 at 1:30 p.m. in the Beltz Room the Senate 
State Affairs Committee will h e a r  the following bills:

SB 201, An Act making a special appropriation to the Department 
of Transportation and Public Facilities for an environmental 
impact statement concerning Seward and Kodiak as homenorts for 
navy ships ~

SB 201 would appropriate $750,000 to the Department of 
Transportation for preparation of an environmental impact 
statement on the establishment of homeports in Seward and Kodiak. 
At the sponsor's request, a draft committee substitute has been 
prepared that clarifies funds would also b e  used for work  
associated with feasibility assessments, the negotiation of 
agreements with the Navy, and any n e c essary legal activity.
Un u s e d  funds would lapse to the general fund June 30, 1990.

In 1988 the legislature approved a resolution (SJR 55) supporting 
a homeport, and indicating the state's willingness to consider 
investment of as m u c h  as $100 m i l lion for capital improvements. 
The resolution specified that the commitment of funds was 
contingent upon the completion of a cost-benefit analysis 
demonstrating that the state w o u l d  derive net benefits from its 
investment.

The Navy's January 1989 letter to DOT, whi c h  announced Kod i a k  and 
Seward as the preferred A l a s k a n  sites, indicated that "due to the 
constrained budget climate in Washington, the entire capital cost 
of a n e w  hcmeport facility in Alaska w o u l d  be an Alaskan 
investment". The letter also indicated that the next step would 
be joint preparation of an EIS.

State A ffairs Committee 9 0 7 - 4 8 5 - 3 7 1 2

P.O. Box VState CapitolJuneau, Alaaka 09811
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SB 232, An Act relate,.g to certain beverage dispensary licensees

SB 232 would authorize the holder of a beverage dispensary 
license issued to a hotel, motel, resort or similar business to 
stock alcoholic beverages in guest rooms. The beverages could be 
consumed only on the premises. Access would be restricted to 
guests age 21 and older, and would be controlled through a lock 
system.

The bill is intended to address the expectations of travelers 
accustomed to receiving hospitality services in their rooms.

HB 73. A n  Act making technical amendments to public employee 
benefits statutes

HB 73 would correct changes to statute inadvertently m a d e  last 
year. Section 1 reinstates the policy of income and interest 
earned on the Teachers Retirement Fund being returned to the 
fund.

Section 2 clarifies the procedure under w h i c h  judges w h o  have had 
contributions to the retirement account involuntarily refunded 
can repay the contributions, conforming the procedure to that 
currently followed under TRS and PERS.

Section 3 clarifies that, because municipal as well as state 
employees can be members of PERS, the "employer" of a 
supplemental benefits system member —  not the Department of 
Administration —  is required to make payments to the member's 
account.

In addition, HB 74. An Act relating to the financing of the 
Seward Student Service Center bv A S B A . will be back befo r e  the 
committee. The Department of Revenue is preparing additional 
information on the current and proposed financing agreements.
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LEGISLATIVE AFFAIRS A G E N C Y

M E M O R A N D U M  F e b r u a r y  21, 1989

SUBJECT: S e p a r a t i o n  o f  powers d o c t r i n e  and HB 74

TO: R e p r e s e n t a t i v e  H.A. "Red" B o ucher

FROM: T h e r e s a  B a n n i s t e r * ^
L e g i s l a t i v e  Counsel

You h a v e  r e q u e s t e d  our v i e w s  r e g a r d i n g  the constitutional  
issue r aised by G o v e r n o r  C owpe r in his transmi ttal letter 
for HB 74. In that l e t t e r  he m a i n t a i n s  that the p o s itio n of 
the e x e c u t i v e  b r a n c h  is that the l e g i s l a t i v e  approval r e­
qu i r e m e n t  of AS 18.55.100(d) a n d  AS 36.30.080(c) viola tes 
the s e p a r a t i o n  of p o w e r s  d o c trine in the state constitution. 
He does n ot c h a l l e n g e  the s t a t u t o r y  p r o v i s i o n s  but is c o n­
tent w i t h  e x p r e s s i n g  the p o s i t i o n  w h i l e  compl y i n g  w i t h  the 
s t a t u t e s .

The p u r p o s e  of the s e p a r a t i o n  of p o w e r s  doctr i n e  is to avoid 
too g r e a t  a c o n c e n t r a t i o n  o f  p o w e r  in one b r a n c h  of g o v e r n­
ment. The d o c t r i n e  p r e c l u d e s  one b r a n c h  from exerc ising the 
p o w e r s  o f  a n o t h e r  b r a n c h  or i n t r u d i n g  int o the functions of 
a n o t h e r  branch. This s e p a r a t i o n  of p o w e r s  doctrine has b e e n  
h e l d  to be i m p l i c i t  in the state c o n s titution . Alaska 
S t a t e - O p e r a t e d  Scho ol S y s t e m  v. M u e l l e r , 536 P . 2d 99 CAlaska
1975); Public D e f e n d e r  A g e n c y  v. S u p e r i o r  C o u r t , 534 P . 2d 
947 (Alaska 1975); Stately. C a r l s o n , 555 fc.2d 269 (Alaska
1976). The s e p a r a t i o n  of p o w e r s  d o c t r i n e  requires that the 
b l e n d i n g  of g o v e r n m e n t a l  powers w i l l  n o t  be infer red in the 
a b s e n c e  of an express  c o n s t i t u t i o n a l  provision. B r a dner v. 
H a m m o n d , 553 P . 2d 1 (Alaska 1976).

The issue that is r ai sed h e r e  is w h e t h e r  the legislature can 
r e q u i r e  the e x e c u t i v e  b r a n c h  to o b t a i n  the legisl ature's 
a p p r o v a l  b e f o r e  p r o c e e d i n g  w i t h  c e r t a i n  projects.
AS 18.55.100(d) p r o h i b i t s  the A l a s k a  State Building 
A u t h o r i t y  from p r o c e e d i n g  w i t h  a p u b l i c  b u i l d i n g  p r oject 
u n l e s s  the p r o j e c t  has b e e n  a p p r o v e d  b y  the legislature.
AS 3 6 . 30.080(c) p r o h i b i t s  the e x e c u t i v e  b r a n c h  from e n t e r i n g  
into a lease or l e a s e - f i n a n c i n g  a g r e e m e n t  over $ 1 ,0 0 0 , 0 0 0  
w i t h o u t  l e g i s l a t i v e  approval.
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The g o v e r n o r  can argue that the d e c i s i o n  w h e t h e r  to proceed 
w i t h  these projects is c o m m i t t e d  to the d i s c r e t i o n  of the 
e x e c u t i v e  branch, and, that, therefore, the le gislature has 
no ri ght to interfere. This is b a s e d  on the g o v e r n o r  bein g 
ch a r g e d  co nsti t u t i o n a l l y  w i t h  e x e c u t i n g  the laws. Sec. 16, 
art. Ill, C o n s t i t u t i o n  o f  the State of Alaska. Once the 
l egis lature establishes the c r i teria for the projects by 
statute, the execu tive b r a n c h  applies the criteria and makes 
the decisions. The g o v e r n o r  can then a r g u e  that by 
r e s e r v i n g  to itself the p o w e r  to decide w h e t h e r  to impl ement 
a project, the l egisl a t u r e  is a c t u a l l y  a d m i n i s t e r i n g  the 
statutes.

The l e g i s l a t u r e ' s  r e s p o n s e  to such an a r g u m e n t  w o u l d  be that 
the a p p r o v a l  requir e m e n t  serves the i m p o r t a n t  p u r p o s e  of 
l e g i s l a t i v e  o v e r sight o v e r  large projects. Since the p r o j­
ects are the type that w i l l  r e q u i r e  c o n t i n u i n g  b u d g e t  a p p r o­
pri a t i o n s  by the legislature, init ial l e g i s l a t i v e  a p p r o v a l  
w i l l  h e l p  to insure that the proje c t s  w i l l  continue to r e ­
ceive l e g i s l a t i v e  a p p r o p r i a t i o n s  in the future. The l e g i s­
lature c ould also argue that the a p p r o v a l  is just an a d junct 
to the l e g i slature' s u n d i s p u t e d  p o w e r  to p r o v i d e  for the 
a p p r o p r i a t i o n  o f  money. E n o u r a t o  v. N e w  J e r s e y  Buildi ng 
Authorit y, 448 A . 2d 449, 453-455 ( N X W i  Ba'liles v. 
M a z u r , 297 S .E.2d 695, 700-701 (Va. 1982).

The A laska  sup reme court has not d e c i d e d  this exact issue, 
a nd it w o u l d  be d i f f icult to p r e d i c t  w h a t  it w o u l d  do. H o w­
ever, as y o u  can see, there is p r e c e d e n t  in other states for 
the l e g i s l a t i v e  p o s i t i o n  p r o p o s e d  above.

If I m a y  be of f u rther a ssist ance, p l e a s e  advise.

T B : kb 
w k k 2 / 0 2 9
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§ 18.55.105 A l a s k a  S t a t u t e s 18.55.110(3) IRepealed, $ 1 ch 116 SLA 1968.1(4) for the purposes of this subsection, AS 18.55.130 and 18.55.330 do not apply.(c) Any two or more authorities may join or cooperate with one another in the exercise of any or all of the power conferred by the housing authorities law for the purpose of financing, planning, under­taking, constructing or operating a housing project or projects lccated within the area of operation of one or more of the authorities.(d) Notwithstanding (a)(7) and (15) of this section, a proposed public building project shall be submitted by the authority to the legislature for review. The authority may proceed with the public building project only if it is approved by law. An appropriation does not constitute approval by law for purposes of this subsection. (§ 40-7-6 ACLA 1949; am § 2 ch 8 SLA 1949; am § 1 ch 38 SLA 1964; am § 1 ch 79 SLA 1964; am §§ 3, 4 ch 99 SLA 1965; am § 2 ch 60 SLA 1966; am § 2 ch 118 SLA 1967; am §§ 1, 2 ch 116 SLA 1968; am § 1 ch 151 SLA 1975;§ 2 ch 103 SLA 1986)am
E f f e c t  c f  a m e n d m e n t s .  —  T h e  1 9 8 6  

a m e n d m e n t  a d d ed  s u b s e c t io n  (d ) .

N O T E S  T O  D E C I S I O N S

C i t e d  in  H a r d v  v . I s la n d  H o m e s , In c ., 
S u p . C t .  O p . N o . 4 8  ( F i l e  N o .  3 9 ) ,  3 6 3  P .2 d  
6 3 7  ( 1 9 6 1 ) .

Sec. 18.55.105. Lease of authority’s public buildings to political 
subdivisions. [Repealed, § 3 ch 118 SLA 1967.]Sec. 18.55.110. Cooperation with and aid of federal govern­ment. The authority may do all things necessary or desirable to coop­erate with or act as agent for the federal government, or to secure financial aid for housing projects for veterans of World War II and other citizens of the state, provided that those projects may not be undertaken unless an acute shortage of housing exists. With respect to those projects, the authority may not be subject to limitations, re­strictions or requirements of other laws, except those relating to land acquisition, prescribing or limiting the procedure or action to be taken in the development or administration of any buildings, property, pub­lic works, undertakings or projects of municipal or public corporations or agencies of the state. (§ 40-7-7 ACLA 1949; am § 3 ch 8 SLA 1949)

§ 1 8 .5 5 .1 2 0

120

Sec. 18.55.1 authority shâ  rentals fixed a tary dwellings operated for p state. Rentals the authority with all other pay, as they 1 meet the cost insurance anc than the six reserve sufiic: due in any on ACLA 1949;
C i t e d  in  H a re  

S u p . C t . O p . N o . 
6 3 7  ( 1 9 6 1 ).Sec. 18.55 ber of room projects, the requirement the author it housing pro; ments for a< Department(b) Excep States Hous 89-117; 79 I income limi ity and rer United Sta- taking intc(1) the fe factors tha(2) the e vency of t(c) Rent projects as lished that family or i Housing /



—  $ | m  +8^6.30.070 * * A l a s k a  S t a t u t e s  8 36.30.080Sec. 36.30.070. Supply management. The commissioner shall adopt regulations governing the(1) management of supplies during their entire life cycle;(2) sale, lease, or disposal of surplus supplies by public auction, competitive sealed bidding, or other appropriate method;(3) purchase of surplus supplies by an employee of the using or disposing agency; and(4) transfer of excess supplies. (8 2 ch 106 SLA 1986)
(Sec. 36.30.080.|Leases. (a) The department shall lease space for FuTTTBlHSHniJ'yiclte or an agency wherever it is necessary and feasible, subject to compliance with the requirements of this chapter. A lease may not provide for a period of occupancy greater than 40 years. An agency requiring office, warehouse, or other space shall lease the space through the department.(b) The department may enter into lease-financing agreements, in­cluding lease-purchase agreements and agreements related to the is­suance of certificates of participation. A lease-financing agreement must provide that lease payments are subject to annual appropriation.(c) If the department intends to enter into a lease or lease-financing agreement with an annual rent to the state anticipated to exceed $1,000,000, the department shall provide notice to the legislature. The notice must include the anticipated annual lease obligation amount and the anticipated total construction, acquisition, or other costs of the project. The department may not enter into an agreement under this subsection unless the project has been approved by the legislature by law. An appropriation for the project does not constitute approval of the project for purposes of this subsection. (8 2 ch 106 SLA 1986)Article 2. Competitive Sealed Bidding.
Section
100. General policy 
110. Inv ita tion to bid 
115. Subcontractors 
120. B id security
130. Public notice of inv itation to bid 
140. B id opening

Section
150. B id  acceptance and bid eva luation 
160. Late bids; correction or w ithdrawal 

of bids; cancellation of awards 
170. Contract award after bids 
190. Multi-step sealed bidding

E ffe ct ive  date o f a rtic le . — Section 
69, ch. 106, SLA 1986, as amended by 
§ 27, ch. 65, SLA 1987, provides that this 
article takes effect January 1, 1988. 

C o lla te ra l references. — Right of mu­

n ic ipal corporation to recover back from 
contractor payments made under contract 
v io la ting competitive b idding statute. 33 
ALR3d 397.

34

T
C I

I
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M E M O R A N D U M S T A T E  O F  A L A S K A

DEPARTMENT O F  R E V E N U E

TO:

THRU:

FROM:

A l i s o n  E l g e e  

D i r e c t o r  

B u d g e t  R e v i e w

iH<b
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  

D e p a r t m e n t  o f  R e v e n u e

DAT E:  September 23. 1 9 8 8

F I L E  NO:

T E L E P H O N E  NO: 465-2350

S U B J E C T :  Fif 90 Debt S e r v i c e

a n d  Front S e c t i o n s

T h e  a m o u n t s  r e q u i r e d  f o r  debt s e r v i c e  a n d  t r u s t e e  f e e s  to be paid by the S t a t e  

B o n d  C o m m i t t e e  d u r i n g  F I  90 are:

G e n e r a l  O b l i g a t i o n  B o n d s

I n t e r n a t i o n a l  A i r p o r t s  

R e v e n u e  B o n d s

D e b t

S e r v i c e

$120,306,290

8 .707 ,584

T r u s t e e

fe e s

$80,000

30.000

Fund S o u r c e

General Fun d

Intern at io na l 

Airports R e v e n u e  

Fund

" F r o n t  s e c t i o n s "  o f  t he general a p p r o p r i a t i o n s  b i l l  a l s o  are  needed to 

a p p r o p r i a t e  the lea se  re nta l p a y m e n t s  that t he  S t a t e  is r e q u i r e d  to m a k e  t o

1, the A l a s k a  S t a t e  Buildin g A u t h o r i t y  for  l e a s e  o f  f acilities

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

ag e n c y ,  a t  the time, the A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y ;

2.
V

• the C i t y  o f  S e w a r d  for le ase  o f  the s p r i n g  C r e e k  Corr ect io na l C e n t e r  

w h i c h  w a s  c o n s t r u c t e d  w i t h  t h e  p r o c e e d s  o f  C e r t i f i c a t e s  of 

P a r t i c i p a t i o n  is su e d  by the C i t y ;

3. D e l t a  Fox, Ltd. for lease o f  t h e  S e w a r d  S t u d e n t  S e r v i c e  Center w h i c h  

w a s  c o n s t r u c t e d  w i t h  the p r o c e e d s  o f  C e r t i f i c a t e s  of P a r t i c i p a t i o n  

i s s u e d  b y  D e l t a  Fox, Ltd.; a n d



S e p t e m b e r  23, 1988

A l i s o n  Elgee
P a g e  2

4. the C i t y  o f  P a l m e r  for lease b y  the C o u r t  S y s t e m  o f  a courthouse i n  

P a l m e r  w h i c h  w a s  con st ru ct ed w i t h  the p r o c e e d s  o f  r e v e n u e  bonds i s s u e d  
b y  the Ci ty .

T h e  S t a t e ' s  l e a s e  p a y m e n t s  are the s e c u r i t y  for the  b on d  and ce rt ificates. A s  

i n d i c a t e d  b y  the a t t a c h e s  letter f r o m  s t a n d a r d  & P o o r ' s ,  f a i l u r e  to ma k e  t h e s e  

l e a s e  p a y m e n t s  w o u l d  h a v e  similar c o n s e q u e n c e s  for  the S t a t e ' s  credit s t a n d i n g  

a n d  a b i l i t y  to b o r r o w  as a default o n  the 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 s  

w o u l d  have.

T h e  " f r o n t  s e c t i o n "  s h o u l d  read:

* Sec.  . T h e  s u m  of $ 1 2 , 1 0 6 , 2 5 7 . 6 8  is a p p r o p r i a t e d  from 

the g e n e r a l  fund  to the S t a t e  B o n d  C o m m i t t e e  for lease 

p a y m e n t s  to the Alaska S t a t e  B u i l d i n g  A u t h o r i t y ,  C i t y  of 

Se w a r d ,  D e l t a  Fox, Ltd., a n d  the C i t y  o f  P a l m e r .  r*

T h i s  a p p r o p r i a t i o n  is n o t  net of a $ 3 9 , 1 1 5 . 4 0  r e b a t e  o f  S e w a r d  Student S e r v i c e  

C e n t e r  re n t  that the D e p a r t m e n t  of A d m i n i s t r a t i o n  r e c e i v e s  pu rs u a n t  to S e c t i o n  

5 . 6  o f  th e S e w a r d  S t u d e n t  Service C e n t e r  C o m m e r c i a l  L e a s e  (attached). T h e  

r e b a t e  is d e p o s i t e d  i n  the general f u n d  as u n r e s t r i c t e d  r ev e n u e .

T h e  a m o u n t s  o f  l e as e p a y m e n t s  to m a t u r i t y  o f  the l e a s e  r e v e n u e  bonds and 

c e r t i f i c a t e s  a r e  as fol lows:

S t u d e n t  P a l m e r

A S B A  B o n d s Sprinq C r e e k S e r v i c e  C e n t e r ^ C o u r t h o u s e

F Y 90 $  6 , 5 5 5 , 1 0 8 . 3 9 $ 4 , 3 3 3 , 9 2 3 . 8 4 $  8 5 0 . 6 9 7 . 9 5 $  3 6 6 . 5 2 7 . 5 0F Y 91 6 , 5 5 0 , 7 7 5 . 9 0 4 , 3 3 3 , 9 2 3 . 8 4 8 5 0 , 6 9 7 . 9 5 3 6 5 , 5 7 7 . 5 0F Y 92 6 , 5 6 7 , 0 4 8 . 4 1 4 , 3 3 3 , 9 2 3 . 8 4 8 5 0 , 6 9 7 . 9 5 3 6 6 . 1 1 7 . 5 0F Y 9 3 - 9 4 9 , 0 9 6 , 1 5 3 . 7 5 8 , 6 6 7 , 8 4 7 . 6 8 1 , 7 0 1 . 3 9 5 . 9 0 7 2 6 , 5 4 5 . 0 0F Y 9 5 - 0 6 1 . 5 3 6 , 1 0 7 . 5 0 5 3 . 0 9 0 . 5 6 8 . 1 8 4 . 2 9 5 . 6 0 3 . 5 2 5 . 0 0 8 . 5 2 8 . 7 8

* .
$ 3 0 , 3 0 5 , 1 7 3 . 9 5 $ 7 4 , 7 6 0 , 1 8 7 . 3 8 $ 8 , 5 4 9 , 0 9 3 . 2 7 $ 6 , 9 7 1 , 0 7 2 . 5 0

1 T h e s e a m o u n t s  a re  not ne t of the $ 3 9 , 1 1 5 . 4 0 r e b a t e .  T h e  a m o un ts for F Y  9 0

t h r o u g h  F Y  94 are esc a l a t e d  per S e c t i o n  5 . 2  o f  the C o m m e r c i a l  Lease 

a s s u m i n g  a 10% i n c r e a s e  in the C P I  a n d  e s c a l a t e d  f u r t h e r  for F¥ 95 - 9 9  

a s s u m i n g  a f u r t h e r  10% CP I i n c r e a s e  to $ 8 5 9 , 1 2 0 . 7 0  p e r  annum.

L i k e  p r e v i o u s  g e n e r a l  a p p r o p r i a t i o n s  a c t s ,  an a d d i t i o n a l  " f r o n t  section" f o r  

F y  90 is r e q u i r e d  w h i c h  w o u l d  read a s  f o l l o w s :



Alison Elgee 
P a g e  3

S e p t e m b e r  23. 1988

* Sec. . - T h e  amount o f  the R e b a t e  R e q u i r e m e n t ,  as 

d e f i n e d  b y  R e s o l u t i o n  No.  8 6-5 o f  the s t a t e  bo n d  

• . -c omm it te e,  is a p p r o p r i a t e d  f r o m  th e I n t e r n a t i o n a l  

‘• A i r p o r t s  R e v e n u e  Fund t o  the s t a t e  b o n d  c o m m i t t e e  for 

. . . .  r d e p o s i t‘in t h e  R e b a t e  F u n d  e s t a b l i s h e d  b y  R e s o l u t i o n  

No. 86- 5 o f  the s tate b o n d  c o m m i t t e e .

T h e  s e c t i o n  a p p r o p r i a t e s  the a r b i t r a g e  e a r n e d  o n  I n t e r n a t i o n a l  A i r p o r t s  

R e v e n u e  Bonds, S e r i e s  G, to a R e b a t e  F un d  for p a y m e n t  to the Unit ed S t a t e s  

g ov e r n m e n t .  T h e  a r b i t r a g e  rebate is r e q u i r e d  b y  the I n t e r n a l  R e v e n u e  c o d e  a n d  

r e g u l a t i o n s .  T h e  a p p r o p r i a t i o n  r e q u e s t  f r o m  t h e  I n t e r n a t i o n a l  A i r p o r t s  

R e v e n u e  F u n d  is r e q u i r e d  b y  s e c t i o n  1 6 .0 9 o f  R e s o l u t i o n  No. 86-5 of  the S t a t e  

B on d  C o m m i t t e e  w h i c h  a u t h o r i z e s  the S e r i e s  G  b o n d s  a n d  w h i c h  reads in p a r t :

■ “Re b a t e  F u n d . T h e r e  i s  h e r e b y  c r e a t e d  a n d  e s t a b l i s h e d  

w i t h  the T r u s t e e  a R e b a t e  F und. N o t w i t h s t a n d i n g  a n y t h i n g  

i n  the R e s o l u t i o n  to the c o n t r a r y ,  a m o u n t s  d e p o s i t e d  In the 

R e b a t e  Fund s h a l l  n o t . c o n s t i t u t e  R e v e n u e s  a n d  a r e  not 

. • -.pledged as s e c u r i t y  for p a y m e n t  o f  t h e  B o n d s  o f  S e r i e s  G  or

a n y  o t h e r  B o n d s  o r  o b l i g a t i o n s  i s s u e d  p u r s u a n t  to the 

R e s o l u t i o n ,  but  s h a l l  be h e l d  b y  th e T r u s t e e  h e r e u n d e r  

s o l e l y  in trust f o r  the b e n e f i t  o f  the U n i t e d  S t ate s.

P r i o r  to  D e c e m b e r  31 o f  e a c h  F i s c a l  Ye ar , the S ta te  

‘ ‘sha l l  e s t i m a t e  the am o u n t  o f  the R e b a t e  R e q u i r e m e n t  for the 

n e x t  s u c c e e d i n g  F is c a l  Y e a r  ( i n c l u d i n g  a n y  d e f i c i e n c i e s  in 

the a m o u n t s  d e p o s i t e d  in th e R e b a t e  F u n d  w i t h  r e s p e c t  to 

a n y  p r i o r  F i s c a l  Year), a n d  s h a l l  i n c l u d e  s u c h  a m o u n t  in 

the b u d g e t  for the  R e v e n u e  F u n d  fo r s u c h  n e x t  s u c c e e d i n g  

F i s c a l  Ye a r . "

M B B / g b

A t t a c h m e n t

cc: H u g h  M a l o n e ,  C o m m i s s i o n e r  o f  R e v e n u e

B o b  Link, D i r e c t o r ,  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  and Supply, 

D e p a r t m e n t  of  A d m i n i s t r a t i o n

• •



D e c e m b e r  29,

JAN 0 :j 103/*ALASICA DEPARTMENT G F  RE\ TREASURY DIVISION JU N E A U

• I w o u l d  like to respond to y o u r  letter of December 13, 
r e g a r d i n g  our viet^s on lease obligations.

L e a s e  Payments are viewed in e s s e n t i a l l y  the same light 
as d e b t  service on general obli g a t i o n  b o n d s > regardless of 
w h e t h e r  the obligation is c a n c e l l a b l e  d u e  to non-appropriation.
In fact, debt- obligations secured by lease payments are i n c l u d e d  
in o u r  c o mputations for overall d e b t  burden.

. M a n y  states d o  not consider le a s e  r e n t a l  debt under d e b t  
l i m i t a t i o n  lav/s, p r i m a r i l y  because l e g a l  interpretations v i e w  
the o b l i g a t i o n s  to p a y  r a n t  as an a n n u a l  b u d g e t  item, and not 
a long t e r m  debt w i t h  a continuing a p propriation. The fact 
remains, however, that the debt is s t i l l  outstanding, and p a y a b l e  
for as long as the p r o p e r t y  is be i n g  u s e d  by the lessee. W h i l e  
m a n y  l e a s e s  p e r m i t  non-p a y m e n t  of r e n t  and cancellation of l e a s e  
obligations, Standard & Poor's w o u l d  be v e r y  concerned a b o u t  an 
i s s u e r ' s  general o b l igation rating, in those cases wh e r e  l e a s e s  
w e r e  c a n c e l l e d  as a p l o y  to avoid p a y i n g  d e b t  obligations.

I've enclosed some information r e g a r d i n g  our a p p r o a c h  to 
r a t i n g  lease-rental d e b t  obligations. If you have any further 
questions, feel free to contact V l a d i m i r  S t a d n y k  or m y s e l f  at" 1 
(212) 201-1767. •

V e r y  T r u l y  Yours.

o L  .......

! • !
R i c h a r d  P. Larkin
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

cc: V. S t a d n y k
T. A r t h u r



issued for each July. The percentage increase, if any, in the CPI 
issued for July 1989 and July 1994 over the CPI issued for July 1984. 
will determine the maximum allowable adjustment of variable costs over 
the original Rent. The adjustment is not cumulative; it is to be 
computed from the base CPI, July 1984 for both the 1990 and the 1995 
adjustment actions. Adjusted annual Rentai Rate will be computed as
follows:. • «• -I «> — • •••
[(102 x Rent) x % of change in CPI] + Rent = Adjusted Annual Rental 
Rate ' ;.

No retroactive adjustments will be allowed:

State's Obligations and Remedies

State's obligation to pay Rent due with respect to the Premises and to 
perform and observe all other covenants and agreements of State 
contained herein shall be absolute and unconditional except for the 
failure of the Legislature to appropriate funds; and the Rent due and 
"payable hereunder shall be made without notice or demand and without 
.set-off, counterclaim, abatement, deduction or defense except that 
.State may offset against the Rent an amount not to exceed S 
for claims'.- due' to State by Landlord under this Lease and the Ground 
Lease. 'However, nothing herein shall be construed to release Landlord 
from the performance of its obligation and State may institute such 
legal action against Landlord as State may deem necessary to compel the 
performance of such-obligation. •••

Nonsubstitution ■* -w -
If this Lease is terminated by State in accordance with Section 3.1, 
State agrees for a period of one year that its Department‘of Education 
will not to construct, purchase, lease, operate, contract for or use 
any facilities which are functionally similar to the Premises or any of 
the uses which are functionally similar to any of the uses of the 
Premises, and agrees not to permit functions similar to those performed 
through the use of the Premises to be performed by an agency or entity 
affiliated with or hired by or for the Department of Education. '

Budget Request and Appropriation

State will, prior to the commencement of each fiscal year for which 
this Lease is in effect, include the Rent due in such fiscal year in 
its annual budget request to the Legislature. State agrees to use any 
appropriation legally available for the Rent and to immediately 
encumber available appropriations for such payments prior to allocating 
or encumbering funds for the projects or costs for which no legal 
obligation to pay exists.

Consideration for Advance Rent

Concurrently with the payment by State of the Annual Rent, Landlord 
shall pay to State the sum of 539,115.40 as consideration for payment 
of the Rent one year in advance, except that such payment shall be 
proportionately reduced to the extent that State exercises a right of
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TREASURY D IV IS ION

April 5,1989

Tlie Honorable Pat Pourchot 
Chairman
Senate State Affairs Committee 
Alaska State Legislature 
P. O. Box V  
Juneau, Alaska 99811

STEVE COWPER, GOVERNOR

E L E V E N T H  F L O O R  
S T A T E  O F F I C E  B U I L D IN G  
P .O . B O X  S B
JU N E A U . A L A S K A  9 9 8 1 1 - 0 4 0 0

decJci 1:30 r~

Dear Senator Pourchot:

At the request of the Senate State Affairs Committee, I  submit the following information 
regarding HB 74, "An Act relating to the acquisition and financing of the Seward Student 
Service Center by the Alaska State Building Authority, and relating to die use of a 

. lease-financing agreement for the project."

' ^ ftp / d r o. The true interest cost on the existing debt (Refunding Certificates of Participation in Rent, 
2> 3 3  (=>1986) is 7.3336%. The true interest cost assumed in the fiscal note is 6.7542%. The fiscal 

note analysis was done September 27,1988. Since that time interest rates have risen to the 
f 'j  (v  ̂ point that the estimated true interest cost on the Alaska State Building Authority ("ASBA") 

u ' 1 financing for the project would be about 7.25%, only slightly below the rate on the existing
debt.

1' Using last fa ll’s estimated interest cost, the expected savings on rent payments by the State
would be as follows if A SBA  were to acquire the facility this July:

Seward Student Service Center

Fiscal (
/^Anticipated Rent''Year Existing Rent 1/2/ Savings

1990 $ 764,307 $ 803,160 $ 433,229 3/
1991 737,872 806,348 68,476
1992 741,840 809,550 67,710
1993 738,102 812,763 74,661
1994 742,352 815,990 73,638
1995 738,915 819,230 80,315
1996 738,037 822,482 84,445
1997 739,337 825,747 86,410
1998 742,097 829,025 86,928
1999 181.202 832.317 651.115

Total $6,864,061 $8,176,612 $1,706,927

Notes
1. 1990 and later existing rents are reduced by the credit for payment one year in advance.
2. 1991 and later existing rents have been escalated by the July 1984 to July 1986 increase

in the Anchorage CPI pursuant to inflation adjustment provisions of the lease.
3. 1990 savings includes $394,375.80 rebate under existing lease calculated as follows:

June 10,1989 Existing Rent Payment of $842,275.20 - $39,115.40 credit for payment 
one year advance - ($6,090,000 certificates outstanding + 2% call premium of $121,800 
- 4,988,016 purchase price - $815,000 reserve fund).

04.D12LH
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The present value of the total projected savings in rent ($1,706,927) would be $1,203,001 
using the assumed 6.7542% interest rate.

Since current interest rates are up from last fall.-fb close to the rate on the existing debt, the 
.savingswould be SlgnlffcmtTty reduced, m e State would still receive a rebate of $394.375.R0 
~as explained in note 3 to the above table if  the acquisition bv ASBA took place. However, 
with mterest rates and the economy appearing to be approaching peaks in their cycles and 
with a difference of only 50 basis points (.5 percent) required to produce the savings 
projected above, the State would probably refrain from executing this refinancing until 
interest are back closer to the 6.75% or less of last fall. Sim ilar analyses to that shown 
above would be performed to determine when to proceed. The State Bond Committee has 
used a present value savings of 3 percent of the amount of new debt issued to warrant a 
refinancing. The interest rates of last fall would produce a present value savings of 21.5 
percent.

It would be desirable to have the authorizing statutes in place, so that this financing can. 
proceed when mterest rates warrant. 1 he acquisition can only take place in July of any year 
at one of the following prices specified in the State’s current lease:

Seward Student Service Center

Closing Date of Property Sale Price
July 1 - July 30,1989 $4,988,016.00
July 1 - July 30,1990 $4,717,860.00
July 1 - July 30,1991 $4,422,324.00
July 1 - July 30, 1992 $4,094,640.00
July 1 - July 30, 1993 $3,778,756.00
July 1 - July 30,1994 $3,360,876.00
July 1 - July 30, 1995 $2,942,952.00
July 1 - July 30,1996 $2,474,832.00
July 1 - July 30, 1997 $1,952,004.00
July 1 - July 30,1998 $1,370,520.00
July 1 - July 30,1999 $ 722,484.00

Financing does not necessarily have to take place at tire time of acquisition, but can be done 
in advance when interest rates warrant.

The purchase price basically tracks the amount of debt outstanding as follows

July 1 Purchase Price Certificates Outstanding Redemption Price
1989 $4,988,016 $6,090,000 102.0%
1990 4,717,860 5,705,000 101.5
1991 4,422,324 5,300,000 101.0
1992 4,094,640 ■ 4,865,000 100.5
1993 3,778,756 4,400,000 100.0
1994 3,360,876 3,905,000 100.0
1995 2,942,952 3,370,000 100.0
1996 2,474,832 2,795,000 100.0
1997 1,952,004 2,175,000 100.0
1998 1,370,52C 1,500,000 100.0
1999 722,484 775,000 100.0



The Honorable Pat Pourchot
April 5,1989
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Section 2.6 of Amendment Number Two to the Commercial Lease between Delta Fox, Ltd. 
and the State of Alaska (enclosed) gives the State the option to purchase the facility at the 
above times and prices. Section 2.7 of Amendment Number Two provides for amounts 
remaining in the reserve fund for the existing debt ($815,000) to be paid to the State upon 
purchase so long as the amount paid does not exceed the preceding annual rent payment 
less the credit of $39,115.40 under Section 5.6 of the Lease (enclosed) for early payment.

Under Section 2.7 of the Amendment, it appears the current lessor. Delta Fox, Ltd.
IC  (formerly Dick Fischer Development, Inc.) has an incentive to defer the sale as long as

LA  possible in that the purchase price gradually comes closer to the redemption price of the
Certificates (the amount outstanding multiplied by the redemption price). Thus, by 1999 
very little of the $815,000 reserve fund is needed to make up the shortfall of the purchase 
price relative to the redemption price. T hus, delay increases the amount of the reserve fund 
that w ill remain with the lessor after redemption of the outstanding certificates (which is 
required upon exercise of the State’s option to purchase) and rebate to the State of an 
amount up to its preceding rent payment less the early payment credit ($800,000+). The 
early payment would still be on deposit in the Payment Fund at the time of acquisition and 
together with the reserve fund would constitute the cash available for the redemption and 
rebate. Currently part of the early payment is needed in addition to die reserve fund to 
make up the shortfall between the purchase price and redemption price. In later years that 
is not the case and the early payment suffices to fund the State’s rebate, leaving most of the 
reserve fund for the lessor.

Current rental payments and existing debt service payments are as follows:

Fiscal
Year

Existing
Rent

Existing
Debt

Service
1990 $ 803,160 $ 820,657.50
1991 806,348 824,737.50
1992 809,550 826,027.50
1993 812,763 824,407.50
1994 815,990 829,757.50
1995 819,230 831,237.50
1996 822,482 833,687.50
1997 825,747 842,187.50
1998 829,025 840,887.50
1999 832.317 835.062.50

$8,176,612 $8,308,650.00
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April 5,1989
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The rent was in excess of the debt service on the original certificates issued by the lessor to allow for maintenance costs and profit to the lessor. Jh e  rent is now less than debt service because the original certificates were refunded and the present value savings were all taken up front, split 50 - 50 between the State and lessor.Dick Fischer Development, Inc. was selected as developer and lessor for the project by a competitive sealed bid according to the Department of Administration. The bid was awarded solely on the basis of cost, with Dick Fischer Development, Inc. submitting the low bid.
Sincerely,

? 3 .Milton B. Barker Deputy CommissionerMBB/phenclosures89-102



o p tio n b e tween the date of S t a t e ' s  acceptance 

pursuant to S e c t i o n  4.2 and J u n e  30, 1987,"

Section 2.7 S e c t i o n  24.2 of the 1984 C o m m e r­
cial Lease is h e r e b y  amended to read as follows:

"The following Net P r ices include all closing 
costs:

Cl o s i n g  Date of P r o p e r t y  Sale Price

Upon payment of the option price set forth 
above, the Lanlord shall cause tho Trustee to 
call the 1986 Certificates for redemption on 
the earliest practicable date and to apply to 
the payment of the redemption price, in addi­
tion to the option price, to the extent neces­
s a r y ,  a n y  m o n e y  a  r o m a i n i n g  i n  t H o  P a y m e n t  F u n c l ,

the Reserve F u n d  or any other funds or accounts 
held under the Indenture. U p o n  the payment or 
d e f e a s a n c e  of the 1986 C e r t i f i c a t e s ,  the L a n d­
lord shall cause the T r u s t e e  for the 1986 C e r­
tificates to p a y  to the State a n y  funds held by 
the T r ustee r e m a ining in the P a y m e n t  Fund, 
R e serve Fund or any othe r fund or account held 
u nder the Indenture b u t ' n o t  in excess of the 
preced ing Rent p a ym ent less the amount pai d to 
the State p u r s u a n t  to S e c t i o n  5.6 hereof.

J u l y  1 - J u l y  30, 1987
J u l y  1 - J u l y  30, 1988
J u l y  1 - J u l y  30, 1989
J u l y  1 - J u l y  30, 1990
J u l y  1 - J u l y  30, 1991
J u l y  1 - J u l y  30, 1992
J u l y  1 - J u l y  30, 1993
J u l y  1 - J u l y  30, 1994
J u l y  1 - J u l y  30, 1995J u l y  1 -  J u l y  30,  1996
J u l y  1 - J u l y  30, 1997
J u l y  1 - J u l y  30, 1998
J u l y  1 - J u l y  30, 1999

$5,467 , 4 1 6 . 0 0  
$5,23 6 , 7 4 0 . 0 0  
$ 4 , 9 83,016.00 
$ 4 , 7 17,860.00 
$ 4 , 422,324 .00 
$ 4,094 , 6 4 0 . 0 0  
$ 3 , 7 7 8 , 7 5 6 . 0 0  
$3,360 , 8 7 6 . 0 0  
$2,942 , 9 5 2 . 0 0  1 2 , 4 7 4 , 5 3 2 . 0 0  
$ 1 , 9 5 2 , 0 0 4 . 0 0  
$ 1 , 3 70,520,00 
$ 722,48 4 . 0 0

*
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Sect ion 2 . 4 S e c t i o n  15.1 of the 1984 C o m m e r­
cial Lease is h e r e b y  amend ed to read as follows:

■•"STATE'S D E F A U L T

The o c c u r r e n c e  of any of the following shall 
c o n s t i t u t e  an event of default:

(a) A  d e f a u l t  in the p a y m e n t  of the Rent due
for a p e r i o d  of t h i r t y  (30) days after
n o t i c e  in writing.

(b) A  d e f a u l t  in the p e r f o r m a n c e  of any other 
coven a n t  or c o n d i t i o n  on the part of State 
to be p e r f o r m e d  for a p e r i o d  of thirty 
(30) days after s e r v i c e  by L a n d l o r d  on 
State of a w r i t t e n  n o t i c e  s p e c i f y i n g  a 
p a r t i c u l a r  default or defaults, provided, 
however, that State s h a l l  not be in d e­
fault of this Lease if steps to cure the 
d e f a u l t  have been c o m m e n c e d  p r o m p t l y  by

• S t a t e  and in g o o d  f a i t h  State continues to
p r o s e c u t e  those steps to completion, and 
provided, further, however, any failure to 
pay Rent as a result of specific l e g i s l a­
tive p r o h i b i t i o n  as d e s c r i b e d  in S e c­
tion 3,4 hereof shall not consti t u t e  an 
event of d e f a u l t .”

Se c t i o n  2.5 A r t i c l e  X X  of the 1984 C o m m e r c i a l
Lease is h e r e b y  a m e n d e d  to p r o v i d e  that the "NOTICE T O
LANDLORD" shall rea d as follows:

"NOTICE TO LANDLORD: Delta Fox, Ltd.
880 "H" Street, Suite 209 
Anchorage, A K  99501."

S « u L l u i i  2 .  €  S e c t i o n  2 4 . 1  o f  L h ©  1 9 8 4  C o m m o r -

cial Lease is h e r e b y  amended to read as follows:

"State shall have the o p t i o n  to p u r c h a s e  o u t­
right the S t ude nt Ser vice C e n t e r  at the times 
and at tha p r ices listed herein. Fund* for
such p u r c h a s e  m a y  be p r o v i d e d  from the proceeds 
of the issuance of refunding certificates of 
p a r t i c i p a t i o n  or bonds or f r o m  any other 
source. S t a t e  shall not have any purchase



issued for each July. The percentage increase, if any, in the CPI 
issued for July 1989 and July 1594 over the CPI issued for July 1984 
will determine the maximum allowable adjustment of variable costs over 
the original Rent. The adjustment is not cumulative; it is to be 
computed from the base CPI, July 1984 for both the 1990 and the 1995 
adjustment actions. Adjusted annual Rental Rate will be computed as 
follows:

[(10% x Rent) x % of change in CPI] + Rent = Adjusted Annual Rental 
Rate

No retroactive adjustments will be allowed:

State's Obligations and Remedies

State's obligation to pay Rent due with respect to the Premises and to 
perform and observe all other covenants and agreements of State 
contained herein shall be absolute and unconditional except for the 
failure of the Legislature to appropriate funds; and the Rent due and 
payable hereunder shall be made without notice or demand and without 
set-off, counterclaim, abatement, deduction or defense except that 
State may offset against the Rent an amount not to exceed S f e & Q O O  
for claims due to State by Landlord under this Lease and the^Ground 
Lease. However, nothing herein shall be construed to release Landlord 
from the performance of its obligation and State may institute such 
legal action against Landlord as State may deem necessary to compel the 
performance of such obligation.

Nonsubstitution

If this Lease is terminated by State in accordance with Section 3.1, 
State agrees for a period of one year that its Department of Education 
will not to construct, purchase, lease, operate, contract for or use 
any facilities which are functionally similar to the Premises or any of 
the uses which are functionally similar to any of the uses of the 
Premises, and agrees not to permit functions similar to those performed 
through the use of the Premises to be performed by an agency or entity 
affiliated with or hired by or for the Department of Education.

Budget Request and Appropriation

State will, prior to the commencement of each fiscal year for which 
this Lease is in effect, include the Rent due in such fiscal year in 
its annual budget request to the Legislature. State agrees to use any 
appropriation legally available for the Rent and to immediately 
encumber available appropriations for such payments prior to allocating 
or encumbering funds for the projects or costs for which no legal 
obligation to pay exists.

Consideration for Advance Rent

Concurrently with the payment by State of the Annual Rent, Landlord 
shall pay to State the sum of $39,115.40 as consideration for payment 
of the Rent one year in advance, except that such payment shall be 
proportionately reduced to the extent that State exercises a right of 
offset pursuant to Section 5.3.

-4-
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F i s c a l  N o t e  A n a l y s i s

T h e  p r o j e c t e d  ann u a l  s a v i n g s  o n  r e f i n a n c i n g  t he S e w a r d  St u d e n t  S e r v i c e  C e n t e r  

t h r o u g h  its a c q u i s i t i o n  b y  the A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  is e s t i m a t e d  in. . 

the  ta bl e below. ... . ... ....

T h e  p r e s e n t  v a l u e  of the s a v i n g s  on the S e w a r d  f a c i l i t y  w o u l d  be  $ 1 , 2 0 3 , 0 0 1 , ____

r e p r e s e n t i n g  a .savings of 21.5 p e r c e n t  of t h e  a m o u n t  of b o n d s  i s s ue d.  T h i s  i s _ 

f a r  a b o v e  the S t a t e  Bo n d  C o m m i t t e e ' s  c r i t e r i a  of  3 p e r c e n t  s a v i n g s  to j u s t i f y  

a  r e f i n a n c i n g .

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

the  S t a t e  B o n d  C o m m i t t e e  f o r  S e w a r d  as d e t a i l e d  in the a t t a c h e d  S e p t e m b e r  23, 

1 9 8 8  m emo. Ho wever, b e c a u s e  t h e  a c t u a l  i n t e r e s t  r a t e  on the r e f u n d i n g  

d e b t — a nd  t h e r e f o r e  the a c t u a l  r e d u c t i o n  i n  d e b t  s e r v i c e — w il l  n o t  b e  k n o w n  

u n t i l  the b o n d s  are  sold, n o  r e d u c t i o n  s h o u l d  b e  m a d e  to the $ 1 2 , 1 0 6 , 2 5 7 . 6 8  

a p p r o p r i a t i o n  to the S ta te  B o n d  C o m m i t t e e  f o r  F Y  90 l e a s e  p a y m e n t s .  T h e  F Y  90 

s a v i n g s  w o u l d  la ps e and f u t u r e  a p p r o p r i a t i o n s  w o u l d  b e  reduced.

P l e a s e  s e e  the a t t a c h e d  l e t t e r  of  f r o m  J o h n  A n d r e w s  f o r

a d d i t i o n a l  i n f o r m a t i o n  on t h e  S e w a r d  r e f i n a n c i n g .

L e a s e - F i n a n c i n g  C o s t s  ( S a vin gs )

F i s c a l S e w a r d  S t u d e n t

Y e a r S e r v i c e  C e n t e r

1990 $ ( 4 3 3 , 2 2 9 )

1991 (68,476 )

1992 (67,710)

1993 (7 4,661)

1994 to

m a t u r i t y ( 1 . 0 6 2 . 8 5 1 )

T o t a l $ ( 1 , 7 0 6 , 9 2 7 )
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ALASKA  STATE LEG ISLA TURE

Sen. ,an Faiks, Vice Chairman Sen. A1 Adams Sen. Tim Keliy Sen. Rick Uehling
Sen Pourchot, Chairman

P.O. Box VJuneau, A K  99811
907-465-3712

Senate State Affairs Committee 

April 8, 1989

Jerry McCutcheon 
121 West 11th 
Anchorage, Alaska 99501

Dear Jerry:

Just a short note to let you k n o w  that earlier this week the 
Senate State Affairs Committee gave its approval to HB 74, which 
would authorize the Alaska State Building Authority to acquire 
the Seward Student Service Center.

I appreciated your public cpinion message on the bill, and 
asked the Department of Revenue the questions that you had asked 
me. I have enclosed their response, which/tKte committee found 
satisfactory. Hopefully, it will alleviate m A n y  of your 
concerns, too. /

.senator Pat Pourchot 
Chairman

PP/ss




