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M EM ORAN DU M

TO: S e na t e State A f f a i r s  C o m m i t t e e

FROM: S e n a t o r  Pat Pourchot, C h a i r m a n

RE: M a y  3 C o m m i t t e e  H e a r i n g

DATE: M a y  2, 1989

On W ednesday, M a y  3 at 1:3C p.m. in t h e  Beltz R o o m  t h e  f o l l o wi ng  
b i l l s  w i l l  be b a c k  b e f o r e  t h e  S e n a t e  State A f f a i r s  Committee:

SB 154, A n  Act  r e l a t i n g  to e q u i p m e n t  l e a s e - f i n a n c i n g  and 
a u t h o r i z i n g  a m a s t e r  e q u i p m e n t  l e a s e - f i n a n c i n g  p r o j e c t

SB 154 w o u l d  a u t h o r i z e  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  to 
f i n a nc e and a c q u i r e  e q u i p me nt  for l e a se  to t h e  state. Indivi du al  
l e a s e - p u r c h a s e s  fr o m all state a g e n c i e s  w o u l d  be c o n s o l i d a t e d  
into o n e  or m o r e  "master l e a s e s 11. T h e  a d v a n t a g e  w o u l d  b e  a 
r e d u c t i o n  in i n t er es t cost.

A t  o u r  e a r l i e r  h e a r i n g  on SB 154, t h e r e  w a s  conc e rn  t h a t  savings 
r e a l i z e d  b y  s tate age nc i es  t h r o u g h  a m a s t e r  lease n o t  be spent on 
o ther a g e n c y  b u d g e t  items, b u t  u s e d  to r e d u c e  a g e n c y  budgets. 
A t t a c h e d  is an a m e n dm e nt  t h a t  w o u l d  r e q u i r e  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  t o  a n n u a l l y  r e po r t l e a s e  s a v in gs  to t h e  
l e g i s l a t u r e  on a n  a g e n c y - b y - a g e n c y  basis, t h u s  a l l o w i n g  the 
legislature, the o p p o r t u n i t y  to r e d u c e  a g e n c y  b u d g e t s  accordingly.

M \r.c> '

SB 157, A n  Act r e l a t i n g  to i m p o s i t i o n  of a civil fine for 
v i o l a t i o n  of a statute, regulation, or o r d i n a n c e  r e l a t e d  to 
a l c o h o l i c  b e v e r a g e s

SB 157 w o u l d  a u t h o r i z e  the A l c oh ol  B e v e r a g e  Control B o ar d to 
assess civil fines agai ns t l i q uo r l i c e n s e e s  w h o  v i o l a t e  liquo r 
lawes. As introduced, the bill d i d  not s p e c i f y  the a m o u n t  of t he 
fines, leavi ng  f i ne  s e t ti ng  to the sol e d i s c r e t i o n  of the board.

A t t a c h e d  is an a m e n d m e n t  w h i c h  w o u l d  r e q u i r e  the A B C  B o a r d  to 
e s t a b l i s h  a s c h e du le  of fines in regulation, and w o u l d  limit any 
fine t o  the g r e a t e r  of $100,000 or an a m ou nt  w h i c h  is t h r e e  t im es  
the p e c u n i a r y  g a i n  re al i z e d  by the l i c e ns ee  as a r e s u l t  of the 
violation. This is p a t t e r n e d  a f t e r  th e  e x i s t i n g  p r o v i s i o n  in 
A l a s k a ' s  cr iminal code r e g a r d i n g  fines.
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H J R  19am. R a t i f y i n g  a n  a m e n d m e n t  to t h e  C o n s t i t u t i o n  of t he 
U n i t e d  S t a t e s  c o n c e r n i n g  t h e  c o m p e n s a t i o n  of m e m b e r s  of t h e  
U n i t e d  S t a t e s  Congress

H J R  19 w o u l d  r a ti fy  an a m e n d m e n t  to t h e  U.S. C o n s t i t u t i o n  t h a t  
w o u l d  d i s a l l o w  any i n c r ea se s  in p a y  f o r  m e m b e r s  of C o n g r e s s  from 
g o i n g  into effe ct  u n t i l  a ft er  an i n t e r v e n i n g  el ec t io n h a d  ta ke n 
place. T h e  a me nd m e n t  w a s  p r o p o s e d  in 1789 a nd t o  date h a s  been 
r a t i f i e d  b y  26 states. To b e c o m e  effective, it m u s t  be a p p r o v e d  
b y  38 states.

In  a d d it io n , the fo l lo w in g  b i l l s  w i l l  be hea rd :

C S H B  83fFin). An A c t  r e l a t i n g  to legal ho lidays; and e s t a b l i s h i n g  
M a r t i n  L u t h e r  King, J r . . D a y  as a legal h o l i d a y

H B  83 w o u l d  e s t a b li sh  t h e  t h i r d  M o n d a y  of January, k n o w n  as 
M a r t i n  L u t h e r  King, J r . ' s  Birthday, as a legal holiday.
L i n c o l n ' s  a n d  W a s h i n g t o n ' s  b i r t h d a y s  w o u l d  be c o m b i n e d  on t he 
t h i r d  M o n d a y  in F e b r u a r y  as P r e s i d e n t ' s  Day. T h i s  w o u l d  r esult 
in an o b s e r v a n c e  for Dr. K i n g  w i t h o u t  t h e  a d d i t i o n  of a n o t h e r  
p a i d  d a y  of leave.

T he bill also p r o v i d e s  that K i n g ' s  b i r t h d a y  w o u l d  be a legal 
h o l i d a y  for state e m p l o y e e s  o n l y  if p r o v i d e d  for in t h e i r  
c o l l e c t i v e  b a r g a i n i n g  agreements.

M a r t i n  L u t h e r  Kin g D a y  w as s t a t u t o r i a l l y  e s t a b l i s h e d  as a d a y  of 
c o m m e m o r a t i o n  in 1982. G o v e r n o r  C o w p e r  issued a p r o c l a m a t i o n  in 
J a n u a r y  1989 d e s i g n a t i n g  it a legal h o l i d a y  for this year.

C SH B 8 7 (Fin)am. A n  A c t  r e l a t i n g  to t h e  state b u d g e t  and to 
l o n g - t e r m  financial p l a n s  for t he s t at e

H B  87 w o u l d  require t h a t  t h e  G o v e r n o r  a n n u a l l y  s u bm it  to th e 
l e g i s l a t u r e  a l o n g - t e r m  fi na ncial plan. T he p l a n  m u s t  include 
p r o j e c t i o n s  of e xp e nd i t u r e s  for the n e x t  six fiscal y e ar s and 
p r o j e c t i o n s  of r e v e nu es  for the next t e n  fiscal years. T h e  
l e g i s l a t u r e  w o u l d  be r e q u i r e d  to a d o p t  o r  r ev is e  the plan.

In addition, H B  87 w o u l d  r e q u i r e  t h a t  t h e  G ov er n o r ' s  annual 
capital impr ov em en ts  p r o p o s a l  inclu de  t h e  e s t i m a t e d  annual 
m a i n a t e n a n c e  and o p e r a t i o n  c os ts  for t h e  usef ul  life of eac h 
project.



SB 154, R E L A T I N G  TO E Q U I P M E N T  L EA SE  F I N A N C I N G  

A M E N D M E N T  #1
Pa ge  5, lin e 5. In sert a n e w  s e c t i o n  to read:

Sec. 12 AS 36 .3 0. 0 80  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to 
read:

(d) If t h e  d e p a r t m e n t  enter s into a l e a s e - f i n a n c i n g  

a g r e e m e n t  w i t h  t h e  A l a s k a  S ta t e B u i l d i n g  A u t h o r i t y  for the 

f i n a n c i n g  o r  r e f i n a n c i n g  of e q u i p m e n t  p u r c h a s e s  b y  th e S ta te  

u n d e r  a m a s t e r  l e a se  program, the  d e p a r t m e n t  shall r e p or t to t he 

l e g i s l a t u r e  b y  J a n u a r y  30 of each y e a r  t he a m ou nt  of int er es t to 

be s a v e d  b y  e a c h  a g en cy  d u r i n g  t h e  n e x t  fiscal y e a r  as a r e s u l t  

of p a r t i c i p a t i o n  in the m a s t e r  l e a s e  program. T he savings shall 

be c a l c u l a t e d  as the  d i f f e r e n c e  b e t w e e n  t h e  to ta l p a y m e n t s  to be 

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

fiscal y e a r  a n d  t h e  t o ta l lease p a y m e n t s  t h a t  w o u l d  be r e q u i r e d  

if the e q u i p m e n t  w e r e  p u r c h a s e d  u n d e r  t h e  s a m e  t e r m s  e xcept at a 

t r u e  i n t e r e s t  c o s t  equal to

(1) t h e  r a t e  c h a r g e d  b y  t h e  v e n d o r  for f i n a n c i n g  p u r c h a s e  of 

th e e qu ip m e n t ;  or,

(2) if no v e n d o r  f i n a n c i n g  is available, t h e  p r i m e  rate 

c h a r g e d  b y  b a n k s  on s h o r t - t e r m  b u s i n e s s  loans at t he ti me  of 

pu rc hase.

154AM.TXT



D E P A R T M E N T  O F  R EV E N U E
T R E A S U R Y  D IV IS IO N

ELEVENTH FLOOR  
STATE OFFICE BU ILD ING  
P .O . BOX SB
JUNEAU, ALASKA 9 9 8 1 1 -0 4 0 0

STEVE COWPER, GOVERNOR

April 18,1989

The Honorable Pat Pourchot 
Chairman
Senate State A ffairs Committee 
Alaska State Legislature 
P. O. Box V  
Juneau, Alaska 99811

Dear Senator Pourchot:

At a Senate State A ffairs Committee hearing on Senate B ill 154, relating to equipment 
lease-financing, committee members expressed concern that authorization of master 
lease-financing would either

1. increase State equipment purchases; or,

2. produce budget savings for State agencies that would be spent on other agency 
budget items rather than used to reduce agency budgets.

I f  agencies don’t lapse any savings, certainly one of the above results must occur. However, 
1 would like to dispel any illusion that may remain that lease-financing somehow opens the 
door to unlimited or significantly greater means for agencies to acquire equipment. It does 
not.

Equipment acquired under the proposed master lease-financing program must be paid for 
out of state agency budgets and is lim ited as a result. In fact, payment of interest means 
that agencies would be acquiring less equipment over time than if  they pay cash. 
Lease-financing allows purchase of more equipment now, but less later on by spreading the 
cost of purchase over time.

Equipment purchasing does not run amok. It is controlled by the generally small amounts 
available for discretionary spending in agency budgets. For example, there would be no 
prohibition on the State acquiring a new ferry vessel under the master-lease authorization 
in SB 154. However, no agency has the money in their budget to make the lease payments 
that would be required. This is the control point for lease-financing. The legislature holds 
the purse strings for equipment purchases, be they for cash or over time, just as it does for 
every other item of expenditure.

As you know, lease-finsmcing is currently available to and used by State agencies from 
vendors or other parties.Agencies expend money from their operating budgets for interest 
on equipment lease-ftnsincing all the time. Master lease-financing does not change this item 
on the menu of possible State purchases, it just makes it a little cheaper.

Back to the ferry example. If  appropriations were to be made to a State agency to purchase 
a feriy through lease-financing, the State would most assuredly want the master lease option 
available. The higher interest on financing from other sources would otherwise cost the 
Staie dearly.

04-D12LH



The Honorable Pat Pourchot 
April 18,1989 
page 2

Aside from outside legislative and budgetary control, equipment purchase decisions in most 
cases are probably determined by program needs, not the cost of financing.

Master lease-financing would reduce that cost of financing. I  suspect the overall result 
would be that a small portion of the savings would be lapsed, a small portion would be 
spent on additional equipment, and most of the savings would be spent on other agency 
items. I think this is particularly likely given the squeeze agencies are facing on their 
budgets in order to bring State spending into balance with State revenues. This pressure is 
more likely to intensify than abate.

If  the control of the disposition of the savings to assure that they lapse is of concern, the 
following amendment to SB 154 would address that concern:

Page 5, line 5: insert a new section to read:

f> "* Sec. 12. AS 36.30.080 is amended by adding a new subsection to read:
0

'(a) I f  the department enters into a lease-financing agreement with the Alaska 
State Building Authority for the financing or refinancing of equipment purchases 
by the State under a master lease program, the department shall report to the 

\ (\ V  ̂ i t )  legislature by January 30 of each year the amount of interest to be saved by each
\ < sf1 ) State agency during the next fiscal year as a result of participation in the master

A \ 1 lease program. The savings shall be calculated as the difference between the
£ j>  total payments to be made to the department by the agency under the program

during die fiscal year and the total lease payments that would be required if the 
equipment were purchased under the same tenns except at a true interest cost 
equal to

( 1) the rate charged by die vendor for financing purchase of the equipment; or,

(2) if  no vendor financing is available, the prime rate charged by banks on 
short-term business loans at the time of purchase.’"

and renumber succeeding sections.

With this information, the legislature could reduce agency budgets by the amount of the 
savings. This would prevent any increase in agency expenditures for equipment purchases 
or any other budgetary item over what would otherwise occur and would provide funds for 
die legislature to appropriate for other programs or priorities. There would be a danger 
with this amendment of losing the incentive for agencies to avail themselves of master 
lease-financing if there’s nothing in it for them. I f  it is felt to be necessary to deal with the 
incentive problem, use of the master lease program for any agency lease-financing could be 
made mandatory. The following amendment to SB 154 would do that:

Page 5, line 5: insert a new section to read:
.Yd' P

"*Sec. 13. AS 36.30.080 is amended by adding a new section to read:

\ v ‘(e) An agency may finance or refinance the purchase of equipment only through
a master lease program if the department has entered into a lease-financing 
agreement that provides financing or refinancing under a master lease program 
for such equipment.’"

and renumber succeeding sections.
H



Pat Pourchot
In cases where an agency only had enough funds to pay for a master lease but not a vendor 
lease, reduction of the agency budget by the amount of the calculated savings could bite 
into the agency’s program and altogether deter lease-financing that might be desirable.
Such situations could probably be addressed in budget hearings on the agency’s program.

One other suggestion. I f  the committee desires, it could authorize master lease-financing 
only for refinancing existing leases. In fact, it could conduct an ongoing program on this 
basis, each year authorizing refinancing of prior year lease-purchases. However, an ongoing 
refinance program would diminish the savings, due to payment of vendor rates for some 
period of time before the refinancing takes place and due to paying twice for some costs of 
financing — legal, administrative, etc.

The following amendment to SB 154 would limit the bill to authorizing refinancing of 
estimated current equipment leases:

■rV-.-
Page 5, line 5: amend section 12 to read:

"*Sec. 12. The Alaska State Housing Authority may acquire equipment on lease 
to the State at the time of its acquisition by the authority, for lease to the State 
under a master lease program, and may provide refinancing up to a total of 
$50,000,000, for such acquisitions."

5, line 12: amend section 14 to read:

"*Sec. 14. The Department of Administration may enter into one or more 
lease-financing agreements with the Alaska State Housing Authority for the 
refinancing, up to a total oi> $50,000,000, under a master lease program, of 
equipment purchased by tne State."

The estimated amount of possible refinancing contained in the amendments is based on 
information from the State’s accounting system (AKSAS) that indicates lease payments on 
equipment are running at approximately $10 million during F Y  89 ($6,597,319 through 
March 23,1989). Equipment lease payments totaled $9,702,709 during F Y  88. Assuming 
an average term of five years and an interest rate of 10 percent, $10 million in annual lease 
payments would be the payment on $48,780,000 of equipment purchases.

MBB/ph

Yours truly

z t y ' U -  9 ^  7  f  /

Milton B. Barker 
Deputy Commissioner

cc: State Bond Committee
Alaska State Housing Authority
Department of Transportation and Public Facilities
Alison Elgee, Director, Division of Budget Review89-117



S B  1 5 4  E Q U I P M E N T  L E A S E - F I N A N C I N G / M A S T E R  E Q U I P M E N T  L E A S E

TO T E S T I F Y

M I L T  BARKER, DEPT. R E V E N U E  (HE W I L L  S P E A K  TO T H E  AMENDMENT)

F.Y.I.

B I L L  W A S  H E A R D  M A R C H  15.

F I S C A L  N O T E  SHOWS S A VING S OF $47,480 T H R O U G H  1993. C O M M I T T E E  WAS 
C O N C E R N E D  T H A T  THE S A VINGS W O U L D  N E V E R  BE R E F L E C T E D  IN T H E  BUDGET 
BUT S I MPLY S P E N T  BY T HE A G E N C I E S  ON O T H E R  THINGS. A M E N D M E N T  IS 
I N T E N D E D  T O  CORRECT THIS.

C O M M ITTEE  W A S  C O N C E R N E D  THAT A  M A S T E R  L E A S E  W O U L D  S O M E H O W  
E N C O URAGE I R R E S P O N S I B L E  E Q U I P M E N T  B U Y I N G  —  E I T H E R  T O O  M U C H  O R  
LARGE ITEMS LIKE V E H I C L E S  T H A T  THE L E G I S L A T U R E  M I G H T  N O T  A P P R O V E  
OF. S H O U L D N ' T  BE A  P R O B L E M  S I N C E  P A Y M E N T S  O N  T H E  M A S T E R  LEASE 
M U S T  BE M A D E  BY E A C H  A G E N C Y  A N D  T H E Y ' L L  BE L I M I T E D  BY 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 .

A L  M A Y  P R O P O S E  A M E N D M E N T  TO S U N S E T  THE M A S T E R  L E A S E  O P T I O N  IN ONE 
O R  TWO YEARS. E L M E R  IS C O N C E R N E D  T H A T  A G E N C I E S  W I L L  BE N O  B E T T E R  
A T  P A Y I N G  DEPT. ADMIN. THE M A S T E R  LEASE CHARGES T H A N  T H E Y  A R E  AT 
P AYIN G T H E I R  B U I L D I N G  LEASE CHARGES. R E S U L T  M I G H T  BE T H A T  ADMIN. 
ENDS U P  W I T H  A  H U G E  E Q U I P M E N T  P A Y M E N T  O B L I G A T I O N  —  R E F L E C T E D  IN 
T H E I R  B U D G E T  —  A N D  THE A G E N C I E S  S PEND T H E I R  E Q U I P M E N T  
A P P R O P R I A T I O N S  O N  N E W  E Q U I P M E N T  R A T H E R  T H A N  O N  T H E I R  M A S T E R  LEASE 
P A Y M E N T S .
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S B  1 5 4  M A S T E R  E Q U I P M E N T  L E A S E - F I N A N C I N G  P R O J E C T

TO T E S T I F Y

M I L T  BARKER, DEPT. R E V ENUE 

BOB LINK, DEPT. A D M I N I S T R A T I O N  

3o|j0lTocJleA-, A L A S K A  S T A T E  B U I LDING A U T H O R I T Y  

O THERS

F.Y.I.

DEPT. A D M I N I S T R A T I O N  W O U L D  BE THE C O O R D I N A T I N G  AGENCY. SEEMS 
LIKE T H E R E  S H O U L D  BE A  COST SAVINGS —  PER S H E A R S O N - L E H M A N  1,020 
L EASE P A Y MENTS N E E D  T O  BE M A D E  U N D E R  DEPT'S E X I S T I N G  S Y S T E M  
B E T W E E N  7/87-7/91. W I T H  M A S T E R  LEASE, W O U L D  N E E D  TO M A K E  ONLY 8 
PAYMENTS. HOWEVER, DEPT. A D M I N I S T R A T I O N ' S  F I S C A L  NO TE REQUESTS 
O NE N E W  P E R M A N E N T  POSITION!

6/87 S H E A R S O N - L E H M A N  E S T I M A T E D  $424,000 OF SAVINGS ON P R E S E N T  
V A L U E  BASIS IF WE GO T O  A  M A S T E R  LEASE (BASED O N  V A L U E  OF 
E X I S T I N G  L E A S E S ) .

A N N U A L  R E N T  E S T I M A T E  IS B ASED ON 6.5% INTEREST, 4 Y E A R  M A T U R I T Y  
(THE E X P E R T S  R E C O M M E N D  M A T U R I T Y  W I T H I N  3-5 YEARS, THE U S E F U L  LIFE 
OF THE E Q U I P M E N T ) .

G O V E R N O R ' S  FY 90 C A P I T A L  B UDGET CONTAINS  $23.8 M I L L I O N  IN 
E Q U I P M E N T  REQUESTS.

A . G . ' S  O P I N I O N  SAYS L E G I S L A T I V E  A P P R O V A L  OF L E A S E - F I N A N C I N G  IS 
U N C O N S T I T U T I O N A L  U N D E R  S E P A R A T I O N  OF POWERS DOCTRINE, B U T  THAT 
A D M I N I S T A T I O N  IS W I L L I N G  TO GO A L O N G  W I T H  LEG IS L A T U R E ' S  WI SHES IN 
THIS AREA.
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D e a r  H r .  P r e s i d e n t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  a m  t r a n s m i t t i n g  a  b i l l  r e l a t i n g  t o  l e a s e -  
f i n a n c i n g  f o r  s t a t e  e q u i p m e n t .

T h e  m a i n  p u r p o s e s  o f  t h e  b i l l  a r e  t o :

1 .  p r o v i d e  g e n e r a l  s t a t u t o r y  a u t h o r i t y  f o r  t h e  A l a s k a
S t a t o  B u i l d i n g  A u t h o r i t y  ( A S B A )  t o  f i n a n c e  a n d  
a c q u i r e  e q u i p m e n t  f o r  l e a s e  t o  t h e  s t a t e  ( s e c .  3 
o f  t h e  b i l l ) i

2 .  s p e c i f i c a l l y  a u t h o r i z e  A S B A  t o  a c q u i r e  a n d  f i n a n c e  
n e w  e q u i p m e n t ,  o r  a c q u i r e  a n d  r e f i n a n c e  e q u i p m e n t  
a l r e a d y  o n  l e a s e  t o  t h e  s t a t o ,  u n d e r  a  m a s t e r  
l e a s e  p r o g r a m  ( s e c s .  12 a n d  1 3 ) ;  a n d

3 .  s p e c i f i c a l l y  a u t h o r i z e ,  i n  a c c o r d a n c e  w i t h  t h e
S t a t e  P r o c u r e m e n t  C o d e ,  t h e  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  e n t e r  i n t o  l e a s e - f i n a n c i n g  a g r e e m e n t s
w i t h  A S B A  f o r  t h e  m a s t e r  l e a s e  p r o g r a m  ( s e c s .  14 
a n d  1 5 ) .

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

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

w o u l d  b e  a d m i n i s t e r e d  b y  t h e  D e p a r t m e n t  o f  A d m i n i s -  
a n d  a v a i l a b l e  t o  a l l  s t a t e  a g e n c i e s .

T h e  s e c o n d  a m e n d m e n t  o f  A S  1 8 . 5 5 . 1 0 0 ( d )  i n  s e c .  4 ,  r e g a r d i n g  
O ' l e g i s l a t i  v e  a p p r o v a l  o f  e q u i p m e n t  p r o j e c t s ,  r a i s e s  a  
[ c o n s t i t u t i o n a l  i s s u e  u n d e r  t h e  s e p a r a t i o n - o f - p o w e r s  d o c ­

t r i n e ,  a s  d o e s  t h e  c u r r e n t  w o r d i n g  o f  t h a t  s u b s e c t i o n .  
H o w e v e r ,  k n o w i n g  o f  t h e  l e g i s l a t u r e ' s  c o n c e r n  a b o u t  t h e  
o v e r a l l  d e b t  m a n a g e m e n t  o f  t h e  s t a t e ,  I  b e l i e v e  t h a t  i t  
m i g h t  b e  h e l p f u l  t o  s e t  o u t  t h i s  p r o c e d u r e  i n  t h e  s t a t u t e ,  
a s  a  c o u r t e s y  t o  t h e  l e g i s l a t u r e .

A s i d e  f r o m  t h e  i m m e d i a t e - e f f e c t i v e - d a t e  p r o v i s i o n  ( s e c .  1 6 ) ,  
t h e  r e m a i n i n g  s e c t i o n s  o f  t h e  b i l l  c o n s i s t  o f  a m e n d m e n t s  
t h a t  a d d  r e f e r e n c e s  t o  s t a t e  e q u i p m e n t  l e a s e - f i n a n c i n g  i n  
v a r i o u s  A S B A  s t a t u t e s  r e l a t i n g  t o  h o u s i n g  o r  p u b l i c  b u i l d i n g  
p r o j e c t s  o f  A S B A .  T h e s e  i n c l u d e  c o r p o r a t e  p u r p o s e  ( s e c .  1 o f  
t h e  b i l l ) ; p r o h i b i t i o n  o f  A S B A  m e m b e r s  o r  e m p l o y e e s  f r o m  
a c q u i r i n g  a n  i n t e r e s t  i n  p r o j e c t s  ( s e c .  2 ) ;  s e c u r i n g  b o n d s  
w i t h  l e a s e  p a y m e n t s  ( s e c .  5) ; v a l i d i t y  o f  b o n d s  a n d  n o t e s  
( s e c .  6 ) ;  b o n d  c o v e n a n t s  t o  l i m i t  d i s p o s i t i o n  o f  p r o j e c t s  
( s e c .  7 ) ;  e s t a b l i s h  r a t e s  a n d  f e e s  f o r  p r o j e c t s  ( s e c .  8 ) ;  
v e s t  i n  a  t r u s t e e  t h e  r i g h t  t o  t a k e  p o s s e s s i o n  i n  t h e  e v e n t
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o f  d e f a u l t  o n  a  p r o j e c t  ( s e c .  9 ) ;  g r a n t  b o n d h o l d e r s  r i g h t s  
t o  t a k e  p o s s e s s i o n  o r  a p p o i n t  a  r e c e i v e r  f o r  p r o j e c t s  i n  
d e f a u l t  ( s e c .  1 0 ) ;  a n d  a c c e p t a n c e  o f  f e d e r a l  a i d  f o r  
p r o j e c t s  ( s e c .  1 1 ) .

S i n c e r e l y ,

SENATE JOURNAL298 February 3, 1989

/ s /
S t e v e  C o w p e r  
G o v e r n o r
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S E N A T E  B I L L  N O .  155 b y  t h e  R u l e s  C o m m i t t e e  b y  r e q u e s t  o f  t h e  
G o v e r n o r ,  e n t i t l e d :

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

w a s  r e a d  t h e  f i r s t  t i m e  a n d  r e f e r r e d  t o  t h e  F i n a n c e  
C o m m i t t e e .

Z e r o  f i s c a l  n o t e  p u b l i s h e d  t o d a y  f r o m  D e p a r t m e n t  o f  R e v e n u e .  

G o v e r n o r ' s  t r a n s m i t t a l  l e t t e r  d a t e d  F e b r u a r y  3 :

D e a r  H r .  P r e s i d e n t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  am  t r a n s m i t t i n g  a  b i l l  t h a t  m a k e s  c h a n g e s  i n  
e x i s t i n g  l a w  t o  e l i m i n a t e  a n  i n c o n s i s t e n c y ,  a n d  r e s u l t a n t  
c o n f u s i o n ,  r e g a r d i n g  t r a n s f e r  o f  c e r t a i n  a l c o h o l i c  b e v e r a g e  
l i c e n s e s .

A S  0 4 .  1 1 .3 6 0 ( 1 1 )  a n d  A S  0 4 . 1 1  • 4 0 0 ( j ) r e l a t e  t o  " r o s t a u r a i i t  
o r  e a t i n g  p l a c e  l i c e n s e s , "  w h i c h  a r e  t h e  l i c e n s e s  p e r m i t t i n g  
r e s t a u r a n t s  t o  d i s p e n s e  b e e r  o r  w i n e .  T h e s e  e x c e p t i o n  
l i c e n s e s  a r e  i s s u e d  w i t h o u t  r e g a r d  t o  t h e  p o p u l a t i o n  o f  a  
g i v e n  l o c a l i t y  i f  t h e  A l c o h o l i c  B e v e r a g e  C o n t r o l  (A B C )  B o a r d  
d e t e r m i n e s  t h a t  n e w  l i c e n s e s  a r e  n e c e s s a r y  f o r  t h e  p u b l i c  
c o n v e n i e n c e .

B e c a u s e  r e s t a u r a n t  o r  e a t i n g  p l a c e  l i c e n s e s  i s s u e d  u n d e r  
A S  0 4 . 1 1 . 4 0 0 ( j ) a r e  n o t  s u b j e c t  t o  p o p u l a t i o n  l i m i t a t i o n s ,  
t h e r e  i s  n o  " q u o t a "  t h a t  l i m i t s  t h e  n u m b e r  t h a t  n a y  b e  
i s s u e d  i n  a  g i v e n  l o c a l i t y .  A c c o r d i n g l y ,  t h e  l i c e n s e s  d o  
n o t  h a v e  a n  i n h e r e n t  " m a r k e t  v a l u e " ;  a n d  a s  m a n y  r e s t a u r a n t  
o r  e a t i n g  p l a c e  l i c e n s e s  n a y  b e  i s s u e d  i n  a  l o c a l i t y  a s  t h e  
b o a r d  f i n d s  a r e  n e c e s s a r y  f o r  t h e  p u b l i c  c o n v e n i e n c e .  T h e r e  
i s ,  t h e r e f o r e ,  n o  r e c o g n i z a b l e  i n t e r e s t  o f  a  l i c e n s e e  i n



J a n u a r y  3 0 ,  1 9 8 9

T h e  H o n o r a b l e  T i m  K e l l e 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. 0. 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 e 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  
( " A S B A " )  h a s  b e e n  r e q u e s t e d  b y  t he 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  to p r o v i d e  f i n a n c i n g  or r e f i n a n c i n g  o f  S t a t e  
e q u i p m e n t  p u r c h a s e s  u n d e r  a m a s t e r  l e a s e  p r o g r a m .  T h e  
p r o g r a m  is m o r e  f u l l y  e x p l a i n e d  in C o m m i s s i o n e r  J o h n  
A n d r e w s ’ l e t t e r  to y o u  o f  J a n u a r y  27, 1989.

L e g i s l a t i v e  a u t h o r i z a t i o n  f o r  A S B A  to u n d e r t a k e  t h i s  p r o g r a m  
p u r s u a n t  to a m e n d m e n t s  t o  A S  1 8 . 5 5 . 1 0 0  p r o p o s e d  b y  t h e  
G o v e r n o r  is r e q u e s t e d .  T h e  a u t h o r i t y  w o u l d  b e  a  n a t u r a l  
c o n d u i t  f o r  s u c h  f i n a n c i n g  s i n c e  it is a l r e a d y  s t a t u t o r i l y  
m a n d a t e d  to s e r v e  as l e s s o r  f o r  p u b l i c  b u i l d i n g s  l e a s e d  to 
t h e  S t a t e .

S i n c e r e l y

R a y  P r i c e
E x e c u t i v e  D i r e c t o r

m g :c :\ w p 5 \ a d m i n \ r p - t k . 1  
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D e p a r t m e n t  of L a w

TO: M i l t  B a r k e r
DATE

D e p u t y  Co mmissioner 
D e p a r t m e n t  of^Reve nue

FILE NO:

TELEPHONE NO:

September 17, 1987

663-88-0094

465-3600

THRU: SUBJECT:
Equipm ent lease 
purchase
Y o u r  file no.: 9 0 9 5 H

FROM: R o b e r t  M. M a y n a r d  
As s i s t a n t  A t t o r n e y  General 
G o v e r n m e n t a l  A f f a i r s - J u n e a u

Y o u  h a v e  asked for our o p i n i o n  o n  the a p p l icabil ity of.. *V 
A S  36.30.080(c), w h i c h  requires a p p roval  by law of ?-.lease~.^*;7y! 
f i n a ncing  b y  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  w i t h  annual 'rents;.^'*^- 
e x c e e d i n g  $1 m i l l i o n  (effective J a n u a r y  1, 1988), to e q u i p m e n t  ^7? 
f i n a n c i n g  or refinancing. In particular, y o u  are c o n t e m p l a t i n g :'a':':.:;;- 
p r o p o s a l  w h e r e b y  the various e q u i p m e n t  leases n o w  spread through-- 
out state governme nt w o u l d  be c o n s o l i d a t e d  u n d e r  one or m o r e ' n e w  \v* 
(or replacement) ,fm a 3 t e r  leases" t h r o u g h  a p a r t i c u l a r  v e n d o r . ' .

As we r e a d  your request, y o u  are askin g two questions. 
First, w h e t h e r  e q u i p m e n t - l e a s e  f i n a ncing falls w i t h i n  the p r o­
cure m e n t  code, a n d  second, w h e t h e r  the prov isions of AS 36.30.080 
r e l a t i n g  to legislative approval applies to equipment, r a t h e r  
than s i mply space, leases. The a n s w e r  to b o t h  questions is that 
e q u i p ment-leas e financing is c o v ered b y  the n e w  procur e m e n t  code 
and the statutory requirement of l e g i s l a t i v e  approval.

AS 36.30.850(b) provides that "[t]his chapter applies 
to eve ry e x penditure of state funds i r r e s p e c t i v e  of t h e i r  
s ources" except for some carefully w o r d e d  exceptions that do n o t  
apply here. Since the n e w  m a s t e r  lease w i l l  involve some e x ­
pen d i t u r e  of state funds (even though that expenditure, in so me 
instances, m a y  b e  less than w o u l d  o t h e rwise be Che case), the 
provisions o f  AS 36.30 apply.

• Second, a l t hough AS 36.30.080(a) is 
terms to space leasing, that limitati on does not 
subsections (b) o r  (c ) .  The only two pote ntial 
p lying that limitation w o u l d  come e i t h e r  f r o m  the 
"rent in subsection ( c ) , or, as y o u  inquire, by 
tion of leases by the "departm ent" as applying 
partment of A d m i n i s t r a t i o n  (which is presently 
space leasing).

limited by its 
appear in e i t h e r  
sources for im- 
use of the t e r m  
the identific a- 
to only the De- 
r esponsible  for
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A l t h o u g h  most c o m monly  u s e d  "in c o n n e c t i o n  w i t h  land or 
space leases, "rent" is a l s o  a t e r m  a p p l y i n g  to lease payments 
for ocher types of property. One may, for example, •,lr e n t f,:;a car. 
W ells v. A l l s t a t e  Ins. C o . . 327 F. Supp. 622, 631 (D. S.C. 1971). 
G i v e n  the broad coverage o f  the s t a t e  p rocurem ent act, w e  see no 
r e a s o n  to imply a l i m i t a t i o n  to o n l y  real p r o p e r t y  rents that is 
n o t  expressed.

Second, the i n d i c a t i o n  that it is leases o f  the " d e­
par t m e n t , "  m e a n i n g  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 ,  does n o t  impl y a 
l i m i t a t i o n  on the type of leases c o v e r e d  b y  that section. W i t h  
the e f f e c t i v e  da te o f  the n e w  p r o c u r e m e n t  code, all leases, n o t  
j u s t  s p a c e  leases, w i l l  b e  the r e s p o n s i b i l i t y  of the D e p a r t m e n t  
of A dmin i s t r a t i o n .  AS 3 6 . 3 0 . 0 0 5 ( a ) . - A l t h o u g h  this a u t h ority may.. 1 
b e  s u b s e q u e n t l y  d e l e g a t e d  to o t h e r  agencies (AS 36.30.015 ( a ) ) i  f  ‘~  "y \  

the i d e n t i f i c a t i o n  of the 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  i n  *' C ,  

A S  36.30.080(b) a n d  (c) does n o t  .imply a limitation on the t y p e  X  

o f  leases c o vere d b y . t h o s e  sections,... ■ • ~ ' •

  . •. Y o u  have .not ^asked;, nor. do..we a d d ress, the q u e s t i o n  of-
the ’co n s t i t u t i o n a l i t y  of *the r e q u i r e m e n t  of leg islative a p p r o v a l  ' ■ 
in AS 36.30.080(c). We w o u l d  note, however, that the p o s i t i o n  of 
the D e p a r t m e n t  of ?.Law:'hasr'consistently* b e e n  that su ch r e q u i r e­
ments of legisl a t i v e  a p p r o v a l  a r e : u n c o n s t i t u t i o n a l  as a v i o l a t i o n  
of. the d o c trine o f  .separation of powers.- On the other hand, the 
c o n s i s t e n t  p r a c t i c e  of a d m i n i s t r a t i o n s  has b e e n  to r e s p e c t  the 
Legis l a t u r e ' s  d esir e to be i n v o l v e d  in m a j o r  transactions (which 
lease financings w i t h  a n n u a l  p a y m e n t s  of over $1,000,000 w o u l d  
c e r t a i n l y  be). Thus, as a m a t t e r  o f  c omity in these types of 
situations, admin i s t r a t i o n s  have as a m a t t e r  of c o n t r a c t  m a d e  
l e g i s l a t i v e  a p p r oval a requirement. Since l e a s e - f i n a n c i n g  a r ­
rangem ents requ ire a h i g h  degree of c e r t a i n t y  that all a p p l i c a b l e  
laws h a v e  been followed, the p r o v i s i o n s  of A S  36.30.080(c) w i l l  
likely be f o l l o w e d  in any event in o r d e r  to eli minate p o t e n t i a l  
uncertainties.

* .'We w o u l d  f u r ther note, in resp onse to y o u r  inquiry, 
that the p r o v i s i o n  for legislative a p p r o v a l  applies only w h e r e  a 
p a r t i c u l a r  lease, m a s t e r  lease, or c o n t r a c t  exceeds $1 m i l l i o n  in 
annual rent. If the dep art m e n t  enters into two s epar a t e  m a s t e r  
leases w i t h  a $500,000 annual p a y m e n t  each, then leg islative a p­
proval is not r e q u i r e d  (as long, as a separate p r o c u r e m e n t  in c o n­
formanc e w i t h  the Code is done for each agreement).

If you have any questions, p l e a s e  do not h e s i t a t e  to
call.

RHM:j f



§ 36.30.070 A l a s k a S t a t u t e s 8 36.30.080
S e c .  3 6 .3 0 .0 7 0 .  S u p p ly  m a n a g e m e n t .  T h e  c o m m is s io n e r  s h a l l  

a d o p t  r e g u la t i o n s  g o v e rn in g  th e
( 1 )  m a n a g e m e n t  o f  s u p p lie s  d u r in g  t h e i r  e n t i r e  l i f e  c y c le ;
( 2 )  s a le ,  I g o s g , o r  d is p o s a l o f  s u r p lu s  r u p p l ie s  b y  p u b lic  a u c t io n , 

c om p e t i t iv e  s e a le d  b id d in g , o r  o th e r  a p p ro p r ia te  m e th o d ;
( 3 )  p u rc h a s e  o f  s u rp lu s  s u p p lie s  b y  a n  em p lo y e e  o f  th e  u s in g  o r  

d is p o s in g  a g e n c y ; a n d
(4 )  t r a n s f e r  o f  e xcess  s u p p lie s . (8  2  ch  1 0 6  S L A  1 9 8 6 )

S e c .  3 6 .3 0 ,0 8 0 .  L e a s e s ,  (a )  T h e  d e p a r tm e n t  s h a l l  le a s e  sp ace  f o r  
th e  u s e  o f  t h e  s ta te  o r  a n  a g e n c y  w h e re v e r  i t  is  n e c e s s a ry  a n d  fe a s ib le , 
s u b je c t  to  c o m p lia n c e  w i th  th e  r e q u ir e m e n t s  o f  t h is  c h a p te r . A  le a s e  
rn a y  n o t  p ro v id e  fo r  a  p e r io d  o f  o c cu p an cy  g r e a t e r  t h a n  4 0  y e a r s . A n  
a g e n c y  r e q u i r i n g  o ff ic e , w a re h o u s e , o r  o t h e r  sp ace  s h a l l  le a s e  th e  
sp ace  t h r o u g h  th e  d e p a r tm e n t .

(b ) T h e  d e p a r tm e n t  m a y  e n te r  in t o  le a s e - f in a n c in g  a g re e m e n ts , i n ­
c lu d in g  le a s e -p u rc h a s e  a g re e m e n ts  a n d  a g re e m e n ts  r e la t e d  to  th e  is ­
s u a n c e  o f  c e r t i f ic a te s  o f  p a r t ic ip a t io n . A  le a s e - f in a n c in g  a g re e m e n t  
m u s t  p ro v id e  t h a t  le a s e  p a y m e n ts  a r e  s u b je c t  to  a n n u a l a p p ro p r ia t io n .

(c ) I f  th e  d e p a r tm e n t  in te n d s  to  e n t e r  in t o  a  le a s e  o r  le a s e - f in a n c in g  
a g re e m e n t  w i t h  a n  a n n u a l r e n t  to  th e  s t a t e  a n t ic ip a te d  to  e xc eed  
$ 1 ,0 0 0 ,0 0 0 ,  t h e  d e p a r tm e n t  s h a l i  p ro v id e  n o t ic e  to  th e  le g is la t u r e .  T h e  
n o t ic e  m u s t  in c lu d e  th e  a n t ic ip a te d  a n n u a l le a s e  o b l ig a t io n  a m o u n t  
a n d  th e  a n t ic ip a te d  t o t a l  c o n s t ru c t io n , a c q u is it io n , o r  o th e r  c o s ts  o f  
th e  p ro je c t . T h e  d e p a r tm e n t  m a y  n o t  e n t e r  in to  a n  a g re e m e n t  u n d e r  
t h is  s u b s e c t io n  u n le s s  th e  p ro je c t  h a s  b een  a p p ro v e d  b y  th e  le g is la t u r e  
b y  la w . A n  a p p ro p r ia t io n  f o r  th e  p ro je c t  d o e s  n o t  c o n s t i tu te  a p p ro v a l 
o f  th e  p ro je c t  f o r  p u rp o s e s  o f  th is  s u b s e c t io n . (§ 2  c h  1 0 6  S L A  1 9 8 6 )

A r t i c l e  2 .  C o m p e t i t i v e  S e a le d  B id d in g .

Section100. General policy 110. Invitation to bid 115. Subcontractors 120. Bid security130. Public notice of invitation to bid 140. Bid opening

Section150. Bid acceptance and bid evaluation 160. Late bids; correction or withdrawal of bids; cancellation of awards 170. Contract award after bids 190. Multi-step sealed bidding
E ffectiv e  date o f article. — Section nicipnl corporation to recover back from69. ch. 106. S L A  1986, as amended by contractor payments made under contract§ 27, ch. 65, S L A  1987, provides that this violating competitive bidding statute. 33article takes effect January 1, 1988. ALR3d 397.C o lla te ra l references. — Right of inu-
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1 3 0 0  S .W . 5 th  A venue, Suite 2 9 2 9  
Portland , O regon 97201  

5 0 3 / 2 2 2 -K 0 5 SEPTEM BER 28, 2987TO: C O M M ISSIO N ER  H UGH  M ALONEM ILT  BARKER TO M  BOUTINFR O M : GOVERNM ENT FINANCE ASSOCIATES, INC.RE: STATE OF ALASKA M ASTER LEASE PRO GRAM
I. IN TROD U CTIONLease purchase financing can be an attractive alternative to individual vendor leases or to general obligation financing. A  governmental body wishing to purchase facilities through the_ lease program enters into a lease agreement with either a bank or a leasing corporation acting as escrow agent/lessor. Certificates cr bonds are then issued based on the expected lease revenues. In order to qualify as a tax exempt financing the final ownership of the - equipment must be with a public entity and the equipment or facilities must have limited private use. These lease rental payments are set at a level equal to the debt service requirements and are paid through the annual appropriation process. The lessor, upon receipt of the lease payments, distributes the payments to the bond or certificate holders. The arrangement is actually a type of installment sales agreement for the purchase of equipment.Some governments have used lease purchase financing to manage a yearly "master lease" program. This type of program brings together, into a single transaction, all of the individual lease purchases the government plans during the upcoming year. A  master lease can reduce the overall administrative efforts in multiple lease agreements as well as reduce the interest cost of the leases. A  master lease program is appropriate only for equipment purchases; a different mechanism should be established for the planning and coordination of leasing and/or lease purchase financing of facilities.There will be a number of policy, as well as financial, matters the State will want to consider as it determines its need for a masterlease program. This memorandum will review those considerations as well as outline the process for implementing such a ■program.II. DETERM INATION OF NEEDThe State may have several reasons to pursue a master lease financing. These needs fall into several areas.
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A- Policy issues
1. Coordination and planning...

F r o m  a management standpoint, it is advantageous to coo rd ina te  purchasing th rough a 
cen tra l loca tion , reducing the redundant costs o f  m u lt ip le  agreements . A  foca l p o in t  f o r  
adm in iste ring the.lcases a lso  m ay coord inate  fu tu re  purchasing requ irements . T h e  
Shea rson  L ehm an  p roposa l inc luded 71 d i f fe ren t existing lease contracts. A  m as te r  lease 
p ro g ram  w ou ld  bring a l l  o f  those contracts (and the ir  resu ltant payments) u n d e r  a  s ing le 
m as te r  con tract with coord inated payments. T h e  Sta te  cou ld  choose to m ake  o n ly  two 
payments a  year , as is typical in Certif icates o f  Pa rt ic ipa tion , o r  m on th ly  payments , as is 
typ ica l in t rad it iona l leases.

In  cons idering the centra liza t ion o f  lease financing th rough a maste r lease p ro g ram , the 
S ta te  shou ld  consider l imits on  the amount o f  leasing each y ea r  as w e ll as the type o r  cost 
o f  equ ipm ent leased. W h i le  the p rog ramm atic  need is the first stage o f  the dec is ion  
process, the State shou ld set a  standard lim it on the y ea r ly  tota l amoun t o f  lease  financ ing 
o f  equ ipm ent . Th is l im it may be sc i as a percent o f  to ta l budget, a  percent o f  T r u e  Cash 
V a lu e ,  o r  a  do l la rs  p e r  capita figure. In  this way, the S ta te  does not risk in o rd in a te  “  
increases in  lease financing which might become de tr im en ta l to its credit rating ’. A  fu r th e r  
l im it  on  the type o r  cost o fe q u ipm en t  financed shou ld  be a rticu la ted in that s om e  
equ ipm ent might m ore  reasonab ly  be purchased th rough current appropria tions.-
2.'Lower cost fin an cin g  - ■ • - '

Ind iv idua l v endo r  leases usua lly  charge a higher ra te  than the bo rrow ing  ra te  f o r  the 
o v e ra l l  gove rnmenta l issuer. In some insiances , .vendor rates range up to 1 8% . In  the 

\ State's case, Shearson Lehm an  ca lculated the average in terest rate on  outs tand ing leases to 
\ be 1 3 .8 6% . B y  poo ling the individual sm a l le r  leases, the cost o f  bo rrow ing  can be  low e red  

to n e a r  the genera l ob liga tion debt rate . •* :

3. Financing within the annual budget process

Lease  purchases are financed within the operat ing budget and th e re fo re  a re  n o t  sub jec t to  
the n o rm a l deb t issuance app rova l process. T he  concept is based in the ra t io n a le  that 
th rough a lease purchase financing, facilities o r  equ ipm en t can be purchased at a  low e r  cost 
than they'can be leased o r  ren ted through indiv idua l vendo rs . T h e  lease o b l ig a t io n  is no t 
debt in the trad it iona l sense; it is ra the r a purchasing a rrangem en t with owne rsh ip  o f  the 

• equ ipm en t/ fac i l i t ie s  dependent on  fu lf i l l ing  the te rm s o f  the ag reement.4. A d m in istration  o f  the m aster lease program
A  cen tra l adm inistrative unit wall serve to coo rd ina te  the process. Th is  is m ost c om m on ly  
accomp lished through the department o f  genera l services. Th is does not m ean , how eve r  
that a l l  the costs o f  the leases shou ld be rem oved  f r om  the p rog ram  budgets. O n e  o f  the ’ 
concerns o f  master lease p rog ram s is that leases a re  sudden ly  seen as free  budget 
increments to the departments initiating the lease. T h e  resu lt is o ften  an e xp lo s ion  in the 
num be r o f  lease financings, which is c lea r ly  con tra ry  to the pu rpose  o f  the m as te r  lease 
p rog ram . G en e ra l  Services shou ld establish an accounting system which tracks* and  b i l ls  to  
the departments , the costs associated with the lease purchases in itia ted by those

2
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departments. These costs should include the yearly principal and interest due, the pro rata 
share of the issuance costs, and any administrative costs incurred by General Services and 
other state agencies in managing the transaction.

   ’ •
B. Review of upcoming needs

The size of the financing should reflect upcoming needs over the next reasonably............
predictable purchasing period. Estimated purchase prices and time lines should be 
established. As an alternative to the estimation process, purchases may be accumulated 
through a bank line of credit and re-financed later based on known costs.

C  Review of outstanding leases

In the case of a first master lease, the existing leases should be reviewed as it may be 
possible to buy out the remaining portions ot their leases and re-finance the remainder as 
part of the master lease. The outstanding balance on leases should be determined as well 
as any prepayment penalties. The remaining economic life of the equipment should also 
be determined, as it limits the potential term of the financing.

As the refinancing of existing leases will result in lower, costs on existing leases, the State 
will need to develop a policy for the budget treatment of savings.

I I I .  TER M S OF TH E  FINANCING

The following should be determined when structuring the issue:

A. Useful life of the financed equipment

The equipment should not be financed for a period longer than its useful life. With 
equipment purchases, this is usually 3 to 5 years.

B. Repayment schedule

The repayment schedule should meet the cash flow abilities of the governing body. The 
principal payment typically occurs within the first few months of the fiscal year.

. C. Establishment of Trustee

A  trustee or escrow agreement will be established with either a bank or leasing company to 
provide nominal ownership of the equipment or facilities during the purchase period. TTiis 
agreement establishes an agreement between the governing body and the trustee (or* 
escrow agent) regarding payment for the equipment. This document is usually drafted by 
bond counsel.

3
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D. Security in te re s t ..........................  ... • : . . . .  . .

The lease documents may provide security interest in the purchased (leased) equipment 
during the purchase period. This means the certificate holders actually own the equipment .  
(through the trustee) until the last payment has been made. This allows the certificate 
(bond) holders the added security,:incase of non-payment, of actually seizing property 
which may be resold or re-leased in an attempt to offset the remaining payments owed 
them ... • . • .......... ' - . . .  - - •

Since the jease purchase agreement is aimed at the purchase of specific property, usually it 
w ill contain language itemizing the exact property or equipment to be purchased. An 
additional clause which prohibits substitution of other non-secured equipment for that 
equipment which has been identified in the security agreement is also usually required. In 
effect, this language does not generally prohibit substitution but rather requires notification 
and approval by the trustee of any substitutions for the original equipment.

E .  Secu rity  enhancements .
Security enhancements such as a debt service reserve fund or an bond insurance policy can 
be included to overcome certificate purchasers' concerns about the ultimate repayment of 
the securities. These types of enhancements should be evaluated by a cost-benefit analysis. 
It seems unlikely that insurance or a debt reserve fund would be necessary for a master 
lease with the State, however." With longer term lease financings, some concern regarding 
repayment may be reasonable, but the short term nature of master lease purchase 

'financings reduces these.concerns. •

F . Non-Appropriation Clause

Most lease purchase arrangements are subject to an annual appropriation process. This 
'distinguishes the agreements from other forms of indebtedness in that the long term 
commitment can be revoked. No future governing body nor populace is committed to 
make payments based on past decisions. (There are certain practical obligations which 
should not be ignored.) However, some governing bodies have the ability to enter into 
lease purchase agreements which are not subject to the annual appropriation process. This 

'authority is usually found in the charter or statutory authority of the governing body. A  
"non-appropriation" clause, which subjects lease payments to the annual budget process 
reduces the security of the issue, thus generally increasing the interest cost to the 
governmental body.

G. Non-Substitution Clause

A  non-substitution clause precludes a government body from acquiring the same or similar 
equipment for a period of time in the event of non-appropriation. This type of clause has 
been traditionally included to give investors comfort that non-appropriation will not be 
used to get a better deal should one arise at a later date.

4
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After the general needs and ferms of the proposed issue have been determined, a Request 
forProposals:for Leasing/Underwriting services should be forwarded to major firms r 
dealing.in.this type of.transaction, ThisJist might include leasing corporations,'banks • 
and/or underwriters. In some cases, this list may be expanded to private placements.

A. General R FP  for services • '.**.■• * ’ \

Given the diversity of types of financing instruments, the RFP  can take a variety of forms. 
RFPs should be fairly specific in describing the proposed terms of the financing but should 
also allow proposers to recommend methods specific to their strengths. ’ -

1. Negotiated or competitive sale

Given the nature of these transactions, most lease purchases are negotiated. In certain 
market conditions and with certain types of issuers, a competitive sale may be more 
advantageous. This determination needs to be made on an issue-by-issue basis: It seems 
likely, however, that the stature of the State’s name would allow a competitive sale to • •• 
proceed with no disadvantage to the State. ........  ' •?.

A  special kind of negotiated sale is the sale of bonds directly to the final purchaser of the 
bonds. This is called a private placement. A  number of issuance costs can be eliminated in 
this type ofsale in return for somewhat higher interest rates in general. This combination 
may reduce the total cost associated with the issuance of the bonds.

2. Interest rates

In a negotiated sale, the R FP  should specifically ask the proposer to indicate the expected 
interest rates for the proposed transaction. These rates should be modified only if the 
market experiences significant movement.

3. Other fees

Each type of transaction has its own set of costs. Some interest rate proposals will be "all 
inclusive" in terms of issuance costs. The R FP  should ask the proposer to estimate any and 
all additional costs of the transaction that the issuer might expect to pay.4. Structure o f  fin an cin g
T h e  p ropo sed  structure o f  the financing shou ld be specified to the extent possib le . Th is  
a l low s rea lis t ic  prices fo r  the financing in the p roposa ls . -The structure includes the va r iou s  
"terms" described in section I I I .

B . E v a lu a t io n  o f  P rop o sa ls

T h e  eva lua t ion  o f  p roposa ls  usually presents some p rob lem s given the ir diversity. T h e  
th ree most significant a reas o f  eva luation a re : ,

IV . R F P  F O R  S E R V IC E S

5
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1. Present value of cash requirements
Ultimately all financings result in a series of payments made by the borrower to the lender. 
This is the important measure of the economics of the proposal. The evaluation should * • 
create' tbe expeetectcasfrrequirements hs a'result'of the proposal'and discount future cash 
requirementsat theappropriatei'discount rate-for the issuer. The discount rare should be 
the same in comparing each of the proposals and is generally the then-current borrowing 
rate for the issuer. The "present value" of the various proposals can then be compared by 
discounting the future cash flows to the present.

2  Required terms
Each of the various proposals will have some distinct financing terms such as the payment 
frequency, costs exclusive of interest rates and legal documents required. Some of these 
terms will be quantifiable and therefore can be included in the present value analysis; 
others may be policy issues that will have to be weighed on an individual basis.

3. Capacity to execute financing . . ... . : ................................................................................. :

Basic to the evaluation is the capacity of the proposer to actually do what they propose.
The R F P  should request an explanation of similar types of financings in which the 
underwriter has been involved and their level of involvement.

* s. - - *■ - r • * i •• .* * . . . .. . • :. .
. ••• . . . •  - i

Y . PR O C ED U RE FO R.FIN AN CIN G : e : : V ............ •

The procedure for the financing involves getting the necessary individuals together to 
produce'the requisite set of documents.

A. Required Documents

The required documents include:

L  The Lease purchase agreement, which is an agreement between the lessee and the 
escrow agent/vendor. It is prepared by bond counsel.

2  The Trust indenture or Escrow agreement, which establishes the various accounts and 
administrative procedures used by the trustee or escrow agent. It is considered an 
agreement between the issuer and the trustee for the investors. It is prepared by 
bond counsel.

3. Authorizing documents, which include the reso lu t ions o r  o rd inances passed a l low ing
• the govern ing body to en te r into a lease purchase agreement. A t the state leve l 

these documents a’ re usua lly  statutes o r  ru les . These  documents a re  usua lly 
p rep a red  by e ithe r loca l o r  bond counsel.

6



4. Documents relating to underwriting an d  sa le  o f  securities, which include the official 
statement or offering memorandum, the bond sales agreement with the underwriter, 

v the notice of sale and anyother local or state notification requirements. These :
. : :  documents are usually prepared by the financial advisor and governmental staff.crenift electee r_>r re*.rnirem?.r.r.; 5 ~ Fe*5.. ‘

7c . 5. ?A. lega l opinion, which is always required in the sale of tax-exempt securities. The 
opinion, which is prepared by bond counsel, states the. issuer has authority to issue 

• . .  this type of obligation and that the issue meets federal and state requirements for
tax -exemption.. . .

B. Select Team

The necessary individuals include:

1. The Trustee or Escrow agent, as lessor, will be responsible for holding title to the 
equipment or facilities until the terms of the agreement have been met..

2  77/e F in an c ia l Advisor, who will provide advice in setting the terms of the financing 
and coordinate the development of the necessary documents. Sometimes

' underwriters provide this type of service as part of the purchase price of the 
: securities, but the potential conflict between advising the issuer on what is best for

■ * '"  the issuer and buying the securities at the best price for the underwriting company 
often lead governments to the use of an independent financial advisory firm.

3. The Bond Counsel, who will prepare most of the legal documents and render an
■'*. P.-: 1 opinion on the tax-exempt status of the issue.

4. The underwriter, leasing company, bank o r private investor, who will purchase the 
• securities. Banks are not generally barred from purchasing certificates of

participation but are not currently allowed to underwrite revenue bonds. On 
occasion a private investor, usually an insurance company or credit company, w ill 
directly purchase securities from an issuer.

5. Central/State adm inistrative agency, which will act as lessee. In master lease 
programs this is usually the general or administrative services department.

C. Key Tasks

The following are the key tasks included in the financing:

1. Programs determine the need for equipment
2. General Services coordinate the needs, determining the total amount of the 

financing.
3. D e te rm in e  terms and the schedule f o r  the financing
4. P re p a re  documents
5. Subm it d ra ft documents to rating agencies ( i f  ra ted )
6. F ina lize  o ffic ia l s ta tement/d isc losu re  documents
7 . S e l l  o r  price the certificates (bonds )
8. P rep a re  closing documents
9. C lo se  (exchange the money fo r  the cert i f icates )

7
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10. Purchase equipment/facilities
11. Pay lease payments..................... • •
12. B ill departments for their pro rata share of lease payments .
13. Transfer ownership at end of payments' v.c • - *: :r .i t v . : ; *  t : . .

8
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G LO SSARY

B ank  lin e  o f  credit - an established agreement between a bank and an individual or entity. 
The bank allowing a stated amount of funds, with terms, available for use by the 
individual or entity when needed.

Bond insurance po licy  - a covenant between a bond insuring entity and a bond issuer that 
the insurer w ill pay investors in the case of default.

Certificate o f  Participation  - representative of a share in the purchase of capital property for 
a municipality. The investor purchases the certificate with the agreement that the 
government will make payments at a given rate over a agreed upon period.

Competitive sa le - method of sale in which underwriters submit sealed bids. Bids are •
opened at a specified time and the sale is awarded on the basis of the lowest interest 
cost bid.

Cost benefit analysis - a financial study to determine the costs relative to benefits in a given 
situation.

Debt issuance approval process - the steps necessary to obtain permission to issue bonds. In 
addition to the constitution, statute or charter enabling language, an election is 
sometimes also required.

jDebt service reserve fu n d  - a fund established as a reserve for the payment of principal and 
interest on debt should insufficient funds be available during any given year.

Escrow agent - the third party placed in trust to hold the ownership document until certain 
conditions are fulfilled.

Genera l obligation rate - the existing average market rate on general obligation bonds

In terest - the amount of money paid for the privilege to use another party's money.

Lease purchase contract/agreement - an agreement with terms to pay a stated amount over 
an agreed upon period for property which may include eventual ownership.
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Lease revenue bonds - revenue bonds paid fron ase payments made by projects financed 
by the bonds.

Lessee - the individual or entity receiving the benefits or property that is at issue in an 
.'.'agreement; v. ' \ r v ' ? r r * • . ;; •: * r* -

vrfc*i;rjr “i V - •* • v-.

Lessor - the individual or entity giving the benefits or property that is at issue in an 
agreement.

M aste r lease  - a transaction combining individual lease agreements into one.

M un ic ip a l corporation - a political and corporate body established with state authorization 
for the purpose of providing governmental services and regulations for its 
inhabitants. It has defined boundaries and a population and is usually organized 
with the consent of its residents. Cities and towns are usually municipal 
corporations.

. . * .»

Negotiated sa le  - refers to a direct sale between an issuer and underwriter. The price, 
interest, issue structure, and terms are agreed upon and set jointly.

. .  1

N om ina l owner - an owner in name only and not in fact.

Present va lue  - the valuation of what an amount of money expected in the future is worth 
today given alternative usage, and economic considerations and expectations.

Private p lacement - a sale of securities to the end owner. This type of sale usually by passes 
the typical relation of financing and underwriter in that the issuer deals directly with 
the purchaser. No secondary sale or underwriting exists. This type of sale often is 
accomplished with fewer documents than typical financings in that the buyer is 
considered a "sophisticated and knowledgeable" investor and intends to hold the 
securities to maturity. * .

Re-financed - to obtain funds preferably at a lower rate and to fully pay an existing debt 
held at a higher rate.

G cv c i uu jcu t F lo a a e e  A ssoc ia tes , Inc.

Remain ing economic life  - the period of time remaining from optimum usage value to 
diminished value of property.

Securities - this term is broadly used to refer to notes, bonds, certificates and other various 
investments.



G o v e rn m e n t  F in a n c e  A s s o c ia te s , In c .

Security^ - used to refer to the enhancement of comfort for bond holders relative to 
investment safety.

Trust indenture o r Escrow agreement - the third party in agreement to hold documents in 
trust until certain conditions are meet.

Underwriter- purchaser of the entire bond issue who intends to resell the bonds. Usually it 
is a commercial bank or investment firm.

Vendor leases - an agreement between parties allowing the use and/or sale of property with 
agreed upon terms for the exchange of money. The giving party or vendor is in the 
business of lending and/or selling.
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SHEARSON LEHMAN ■ BROTHERS

Mr. Robert J. L i n k  •
Director, D i v i s i o n  of General Services & Supply-
S tate of A l a s k a
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
P o u c h  C (MS-0210)
Juneau, A l a s k a  99811

D e a r  Bob:

S h e a r s o n  L e h m a n  Brothers Inc. and S e a t t l e - N o r t h w e s t  
S ecurities C o r p o r a t i o n  are p l e a s e d  to p r e s e n t  our analysis 
and p r o g r a m  p r o p o s a l  for the ref ina n c i n g  of St ate equipment 
leases. As d e t a i l e d  herein, the results of o u r ' p r e l i m i n a r y  
i n v e s t i g a t i o n  reveal that a p p r o x i m a t e l y  $424 , 0 0 0  of savings 
o n  a present v a l u e  basis can be achieved u n d e r  c u rrent market 
conditions. T h e  present v a l u e  savings, e x p r e s s e d  as a 
p e r c e n t a g e  of the p r i n cipal a mount of 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  ("COPs") to be issued, are 6.3%. To put in the 
p r o p e r  context, issuers of ref unding bo nds or COPs (including 
the State B o n d  Committee) t y p i c a l l y  set a m i n i m u m  threshold 
p r e s e n t  v a l u e  savings level of 3%.

S h e arson a n d •S e a t t l e - N o r t h w e s t  expect to e x p l o r e  both the 
p ubli c and p r i v a t e  place m e n t  m a rkets in o rder to achieve the 
lowest refinancing rate w i t h  the.'most a d v a n t a g e o u s  terms.
For instance, w e  have had d iscus sions w i t h  Fo;:d M o t o r  C redi t 
Company, the p u r c h a s e r  of the recent refunding COPs for the 
Spring C r e e k  C o r r e c t i o n a l  Facility, about this p o t e nti al 
refinancing and their rate for the p e r i o d  ending M a y  31, 1987 
is c o n t ained herein.

In addition to 'the lease payment savings d i s c u s s e d  above, 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  also can s e c u r e  the following 
additional benefits through a c o n s o l i d a t i o n  of its future 
equipment lease pur chase a ctivities into a M a s t e r  Lease 
P u r c h a s e  financing:

Foster & Marshall Division 
Shfarson Lehman Brothers Inc 
999 Third Avenue 
Suite <000



Mr. R o b e r t  J. L i n k  
Ju n e  16, 1987 
P a g e  Two

Cost R e d u c t i o n  - M a s t e r  L e a s e  P u r c h a s e  financing 
c o n s o l i d a t e s  the r e d u n d a n c y  of lease p u r c h a s e  for each 
s e p a r a t e  ite m of equipment. This r e d u c t i o n  m a y  save as 
m u c h  as 10% w h e n  c o m p a r e d  to i n t erest rates c h arged by 
v e n d o r s  and leasing companies. S t a t e  a d m i n i s t r a t i v e  
costs are d r a m a t i c a l l y  lessened b y  r e d ucing the n u m b e r  of 
lease p a y m e n t s  made. A p p r o x i m a t e l y  1,020 lease pa yments 
need to be m a d e  u nder the D e p a r t m e n t ' s  e x i s t i n g  s y s t e m  
b e t w e e n  July, 1987 and July, 1991. W i t h  the M a s t e r  L ease 
program, there w o u l d  be eight p a y m e n t s  to be m a d e  du ring 
the same timeframe. This will o b v i o u s l y  c ut the 
p e r s o n n e l  time requi red for processing , freeing staff 
time for ot her activities.

S t a n d a r d i z a t i o n  and C e n t r a l i z a t i o n •of O p e r a t i o n s  - B y  
s t a n d a r d i z i n g  and c e n t r a l i z i n g  lease p u r c h a s e  
d ocume n t a t i o n ,  m o r e  accurate a c c o u n t i n g  and financial 
c o n t r o l s  on the equip m e n t  acquired b y  the State can be 

. '.implementedi'. .Typically, "the rating a g e ncies v i e w  this as 
a v e r y  p o s i t i v e  d e v e l o p m e n t  in f i n a n c i a l  m a n a g e m e n t  
practices. _______  •_____  ; .....  _;

S h e a r s o n  L e h m a n  and S e a t t l e - N o r t h w e s t  are p r e p a r e d  to 
c o n t i n u e  to c o mmit the n e c e s s a r y  resour ces to structure, 
d e s i g n  and im plement a su ccessful M a s t e r  L e a s e  P u r chase  
financing. As e v i d e n c e  of our c o m m i t m e n t  to this endeavor, 
w e  as a t e a m  (and S e a t t l e - N o r t h w e s t  in p a rticula r) have 
de v o t e d  a s u b s t a n t i a l  amount of time and e f f o r t  in analyzing 
over 71 S t a t e  e q u i pment  leases. We l o o k  f o r w a r d  to 
d i s c u s s i n g  this p r o posal w i t h  you and other o f f i cials  in 
g r e a t e r  detail.

V e r y  t r u l y  yours,

S enior V i c e  Presid ent 
S h e a r s o n  L e h m a n  Brothers

A s s i s t a n t  V i c e  P r e s ident 
S e a t t l e - N o r t h w e s t  S e c u r i t i e s  Corp

J C M : j m 4 8 m



I .  S u m m a r y  A n a l y s i s  o f  S a v i n a s  t o  b e  D e r i v e d  f r o m  R e f i n a n c i n g  E x i s t i n g
E q u i p m e n t  L e a s e s  

•• •• • • • •

E x i s t i n g  L e a s e  O b l i g a t i o n s  O u t s t a n d i n g  a s  o f  J u l y  1 , 1 9 8 7

T o t a l  P r i n c i p a l  O u t s t a n d i n g  ................................................................  $ 6 , 6 1 7 , 4 9 4
T o t a l  I n t e r e s t  O u t s t a n d i n g  ...................................................................  1 , 3 9 2 , 3 9 0

^ w i t . '  l o t a i  ^ •*. • • •  • .,_• *•  $ 8 , 0 0 9 , 8 8 4

I n t e r e s t  R a t e  on  O u t s t a n d i n g  L e a s e s  . . . . . . . .  1 3 . 8 6 % ( 1 )

:  P r e s e n t  V a l u e  o f  T o t a l  P r i n c i p a l  a n d

I n t e r e s t  P a y m e n t s  .........................................................................  $ 6 , 8 7 5 , 2 7 5 ( 2 )

Proposed Refinancing Under Master Lease Purchase Structure 
as of July 1, 1987

Public Offering Option • •
Principal',....:....'.........;........... ...$7,785,000

• Interest (average rate of 7.127%) .......... 1,205,025

.. . ; \ • ‘ • -.-Total       .....            $8,990,025(3)

• • •• Present Value Savings ...................  $ 424,045

. ■ • . - As a Percent of Existing Leases ....  5.3%

Private Placement Option

Principal 1--i...'...........................  $6,960,000
Interest (average rate of 7.515%)(4) ......  1,356,458

..........  Total    $8,316,458

Present Value Savings ....................... $ 274,400

- As a Percent of Existing Leases ....  3.43%

(1) Calculated as rate necessary to discount total principal and interest 
requirements ($8,009,884) to principal amount outstanding as of July 1, 
1987 ($6,617,494).

(2) Rased on the individual interest rate on each lease, a present value 
calculation was made. The total of these calculations is $6,875,275. 
This is the amount necessary to retire the outstanding leases with the 
new Master Lease.

(3) Includes a Reserve Fund equal to 10% of the principal amount of COPs; the 
Reserve Fund, together with a portion of the earnings thereon * will be 
used to fund the final year's requirement. -The total net debt service 
requirements are'$7,962,405.

(4) Provided by Ford Motor Credit Company on July 16, 1987.

1



I I . Next Steps

S h e a r s o n  L e h m a n  B r o t h e r s  a n d  S e a t t l e - N o r t h w e s t  S e c u r i t i e s  C o r p o r a t i o n  a r e  
a b l e  t o  p r o v i d e  t h e  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  w i t h  t h e  m o s t  c o m p l e t e  
p a c k a g e  o f  s e r v i c e s  a v a i l a b l e  t o w a r d s  c o m p l e t i n g  t h e  p r o p o s e d  f i n a n c i n g .

P r o v i d e d  b e l o w  a r e  t h e . k e y  a c t i v i t i e s  n e e d e d  t o  d e v e l o p  t h e  M a s t e r  L e a s e  
a n d  a d m i n i s t e r  i t  o v e r  t i m e .  We h a v e  a s s u m e d  t h a t  t h e - S t a t e  - B o n d  

C o m m i t t e e ' s  b o n d  c o u n s e l  a n d - f - i n a n c i a l  - a d v i s o r  w i l l  p l a y  a n  i m p o r t a n t  
r o l e  w i t h  t h e  t r a n s a c t i o n .

Event
Review E x i s t i n g  Leases  
Develop Demand Survey

Process
Determine the e x t en t  o f  e x i s t i n g  l e a s e  
agreements or  i n s t a l lm e n t  s a l e s  c o n t r a c t s  
which can be re f i n an ced  to  produce lower  
annual payments . A l s o ,d e te rm ine  t h e  de­
mand f o r  l e a s e  a c q u i s i t i o n  over  the nex t  
two-three y e a r s  o f  the c a t e g o r i e s  o f  
equipment encompassed by the program.

R e s p o n s i b i l i t y
Dept ,  o f  Admin. ,  
SLB & SNWSC 

•(completed June 
15, 1987}

- Agreement t o  proceed.

Eva lu a te  Demand Survey Ref ine r e f i n a n c i n g  a n a l y s i s .
Review new equipment r e q u e s t s  to  be 
i n c lu d ed  i n  the program f o r  " e s s e n t i a l  
u se "  t e s t  and u se f u l  l i f e  ( o p t i o n a l ) .
Aggregate equipment demand by ca tego ry  
and prepare deb t  amo r t i z a t i o n  sc hedu le s  
matching u s e f u l  l i v e s  t o  m a tu r i t y  
s c hedu le s .

SLB, SNWSC ‘
Dept ,  o f  Admin, 
SLB 4 SNWSC

SLB 4 SNWSC

Prepare f o r  I s s uance  
o f  C e r t i f i c a t e s  o f  
P a r t i c i p a t i o n  ("COPs")

Determine i s s u e r  o f  COPs and s e l e c t  
a Les so r .
Prepare d r a f t s  o f  l e g a l  documents 
i n c l u d i n g  Has te r  Lease Purchase 
Agreement , s tandard s u b le a s e  agree­
ment ,  P r e l im in a r y  O f f i c i a l  S ta tement  
("fOS") o r  P r i v a t e  Placement Memorandum 
("PPM"), T r u s t  Ind en tu re ,  e t c .
S i z e  the COP i s s u e  based upon demand 
su rv ey  r e s u l t s  and amount o f  l e a s e s  to  
be r e f i n an c ed .
Decide upon c o s t  e f f e c t i v e n e s s  o f  c r e d i t  
enhancement and type o f  o f f e r i n g  ( p u b l i c  
v s .  p r i v a t e  p lacement) .
I f  a p p l i c a b l e ,  submi t a p p l i c a t i o n  to  
c r e d i t  enhancers and r a t i n g  a gen c i e s .

Working Croup

Spec i a l  Tax 
Counsel 4 
Underwri t e r 1 s 
Counsel

SLB 4 shwsc

Dept, o f  Admin. ,  
SLB 4 SNWSC

SLB 4 SNWSC

I ss ue  COPs and Execute  
Master Lease

Hai l  POS to  i n v e s t o r s  or  n e go t i a t e  
d i r e c t l y  w i t h  i n s t i t u t i o n a l  purchase r s  
( i . e . ,  f i n a n c i n g  s u b s i d i a r i e s  of major 
i n d u s t r i a l  manu fa c t u r e r s ,  l e a s e  f i n a n c ­
ing companies ,  commercial banks ,  c a s ­
u a l t y  in su rance  companies) .

SLB 4 SNWSC



Event Process

Re f inance E x i s t i n g
Leases- —C » • L . .

- Execu te  COP Purchase Con t r a c t ,  Mas ter  
Lease Purchase Con t ra c t ,  T r u s t

. ' . In den t u r e ,  e t c .

• r . T r u s t e e  i s s u e s  che ck s ,  approved by
L e s so r ,  to  be de l i ve red- . to  e x i s t i n g - • f  >)U.*i£0 :v e n d o r/ l c s s o r . t o  buy-out •,l e a s e . : i •.

- Les so r  d e l i v e r s  t o  Dept,  o f  Admin, new 
s chedu le  o f  l e a s e  payments.

- On f i r s t  l e a s e  payment da te  (abou t 6 
months from c l o s i n g ) ,  Dept ,  o f  Admin, 
sends l e a s a  payment to  T r u s t e e .

- T r u s t e e  aggrega te s  l e a s e  payments to-
' ' g e t h e r  w i t h  e a rn ing s  on unexpended COP 

proceeds  t o  pay COP i n v e s t o r s .

R e s p o n s i b i l i t y
Dept, o f  Admin. ,  
SLB, SNWSC, - 
Lessor  & Trus tee

Lessor A Trus tee

Lessor

Dept, o f  Admin.

Trus t ee

The S t a t e  can r e a l i z e  sa v i ng s  i n  l e a s e  payments by i n co rpo r a t i n g  new equipment purchases  
i n t o  a Mas te r  Lease f o r  f i s c a l  y e a r s  1988-1991. Shown below a re  the a d d i t i o n a l  s t ep s  nec­
e s s a r y  t o  implement a Haster  Lease program. *

Execute New Equipment 
Purchases

-  Dept, o f  Admin, determines equipment 
needs,and se lec ts  model and vendor.

-  Procurement form sent to Lessor.
-  Lessor reviews request fo r  "essentia l 

purpose" and useful l i f e .
-  Lessor sends payment to equipment vendor.
-  Vendor de l ive rs  equipment to Dept, o f 

Admin. Dept, o f  Admin, v e r i f i e s  equip­
ment as that requested and n o t i f i e s  
Lessor.

-  Lessor de l ive rs  to Dept, o f  Admin, a 
schedule of lease payments and records 
lease schedule as part o f  Master Lease.

-  On f i r s t  lease payment date (about S 
months from c lo s in g ) ,  Dept, o f Admin, 
sends lease payment to Trustee.

-  Trustee aggregates lease payments with 
earnings on unexpended COP proceeds
to  pay COP proceeds.

-  As equipment categories are f u l l y  
u t i l i z e d  (based upon or ig ina l demand 
survey) requests fo r  new equipment 
purchases may be refused due to deple­
t ion  o f  Master Lease funds.

-  Lessor n o t i f i e s  Dept, o f  Admin, as cer­
ta in  equipment categories are f u l l y  
u t i l i z e d  and Dept, o f  Admin, conducts 
new demand survey as a f i r s t  step in 
replenishing the Haster Lease loan fund.

Dept, o f  Admin.

Dept, o f  Admin. 
Lessor

Lessor
Dept , o f  Admin. 
& Lessor

Lessor

Dept, o f  Admin.

Trus tee

Lessor

Dept, of Admin.



I I I .  Public Offering vs. Private Placement/Costs of Issuance

A s  y o u r  i n v e s t m e n t  b a n k e r s  o n  t h e  p r o p o s e d  COP f i n a n c i n g ,  S h e a r s o n  a n d  
S e a t t l e - N o r t h w e s t  w i l l  e x p l o r e  a l l  m a r k e t s  f o r  t h e  C OPs  a n d  m a k e  
r e c o m m e n d a t i o n s  o f  t h e  t y p e  o f  o f f e r i n g  t h a t  r e s u l t  i n  t h e  l o w e s t  
i n t e r e s t  c o s t s  a n d  b e s t  t e r m s .  We a r e  p r e p a r e d  t o  s u p p o r t  e i t h e r  a 
n e g o t i a t e d  p u b l i c  s a l e  o r  p r i v a t e  p l a c e m e n t  a f t e r  a m o r e  c o m p l e t e  
e v a l u a t i o n  i s  c o m p l e t e d  " w i t h  y o u r  i n p u t : '  We h a v e  o u t l i n e d  t h e  m a j o r  
d i f f e r e n c e s  b e t w e e n  a p u b l i c  o f f e r i n g  a n d  p r i v a t e  p l a c e m e n t  b e l o w .

P r o v i s i o n

I n t e r e s t  R a t e s  

N a t u r e  o f  C o v e n a n t s  

L e a d  T i m e  t o  C o m p l e t e  

I n i t i a l  I s s u a n c e  C o s t s  

O v e r a l l  C o s t  o f  C a p i t a l

N e g o t i a t e d  
P u b l i c  O f f e r i n g

L o w e s t

L e a s t  R e s t r i c t i v e  

L o n g e s t  

H i g h e s t  

L o w e s t

P r i v a t e
P l a c e m e n t

H i g h e s t

M o s t  R e s t r i c t i v e

S h o r t e s t

L o w e s t

H i g h e s t

B a s e d  o n  c u r r e n t  m a r k e t  c o n d i t i o n s ,  t h e  n e g o t i a t e d  p u b l i c  s a l e  m e t h o d  i s  
m o r e  a t t r a c t i v e .  We w o u l d  c o n t i n u e ,  h o w e v e r ,  t o  a d v i s e  t h e  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  a n d  t h e  S t a t e  B o n d  C o m m i t t e e  o f  t h i s  c h a n g i n g  e n v i r o n m e n t  
i f  p r i v a t e  p l a c e m e n t  o p p o r t u n i t i e s  s h o u l d  a r i s e .  F o r  i n s t a n c e ,  w e  a r d  
a w a r e  t h a t  t h e  S t a t e  w a s  s u c c e s s f u l  i n  a r r a n g i n g  f o r  t h e  r e c e n t  p r i v a t e  
p l a c e m e n t  o f  t h e  S p r i n g  C r e e k  C o r r e c t i o n a l  F a c i l i t y  R e f u n d i n g  C OPs  w i t h  
F o r d  M o t o r  C r e d i t  C o r p o r a t i o n  a t  a  v e r y  f a v o r a b l e  i n t e r e s t  r a t e .  We 
r e c e n t l y  h e l d  d i s c u s s i o n s  w i t h  F o r d  a n d  s e v e r a l  o t h e r  m a j o r  c r e d i t  a n d / o r  
l e a s i n g  s u b s i d i a r i e s  a b o u t  t h e i r  i n t e r e s t  i n  p u r c h a s i n g  t a x - e x e m p t  
e q u i p m e n t  l e a s e s  f r o m  v a r i o u s  s t a t e s ,  / s  a  r e s u l t  o f  t h e s e  d i s c u s s i o n s ,  
we u n d e r s t a n d  t h e i r  p o l i c i e s ,  g u i d e l i n e s  a n d  i n t e r e s t  r a t e  p a r a m e t e r s  o n  
e q u i p m e n t  l e a s e s  a n d  we a r e  p r e p a r e d  t o  s h a r e  t h e  r e s u l t s  o f  o u r  
i n v e s t i g a t i o n  w i t h  y o u .  We w i l l  p r e p a r e  a p r i c i n g  a n a l y s i s  t o  s u p p o r t  
o u r  r e c o m m e n d a t i o n .  T h i s  a n a l y s i s  w i l l  i n c l u d e  a l l  c o s t s  o f  t h e  
t r a n s a c t i o n  a n d  a s c h e d u l e  o f  l e a s e  p a y m e n t s .

C o s t s  o f  I s s u a n c e . T h e  f o l l o w i n g  i s  o u r  e s t i m a t e  o f  t h e  c a t e g o r i e s  a n d  
a m o u n t s  o f  t h e  i s s u a n c e  c o s t s  w h e n  i s s u i n g  t h e  p r o p o s e d  C O P s .  We h a v e  
a s s u m e d  a COP i s s u e  o f  $ 7 , 7 8 5 , 0 0 0  w h i c h  o n l y  r e p r e s e n t s  a r e f i n a n c i n g  o f  
e x i s t i n g  l e a s e s .  T h e s e  e s t i m a t e s  r e p r e s e n t  o u r  b e s t  e f f o r t s  t o  p r o v i d e  
r e a l i s t i c  e x p e n s e  p r o j e c t i o n s  r a t h e r  t h a n  u n r e a s o n a b l y  l o w  f i g u r e s  t h a t  
l a t e r  m i g h t  b e  a s o u r c e  o f  d i s a p p o i n t m e n t  o r  e m b a r r a s s m e n t .
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" A "  R a t e d N o n - R a t e d
* P u b l i c  O f f e r i n q P r i v a t e  P l a c e m e n t

S p e c i a l  T a x  C o u n s e l $ 1 0 , 0 0 0 . . $ 1 0 , 0 0 0  ’ %
R a t i n g  A g e n c i e s 6 , 0 0 0 . . .  N/A
T r u s t e e  • - "  • '  • • • 2 , 5 0 0 2 , 5 0 0
L e s s o r  • • 1 2 , 0 0 0 . . N/A . ............................................

• F i n a n c i a T  A d v i s o r  " . ' <r- ' ‘ 7 , 5 0 0 7 , 5 0 0
COP P r i n t i n g  & R e g i s t r a t i o n  ’ 
P r i n t i n g  S D i s t r i b u t i n g  O f f e r i n g

2 , 0 0 0  ! N/A

D o c u m e n t s "  ‘ 5 , 0 0 0 5 0 0

‘Total ' — • '  —  $ 4 5 , 0 0 0  ' * ' $ 2 0 , 5 0 0

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

U n d e r w r i t e r s '  D i s c o u n t .  F o r  a  p u b l i c  o f f e r i n g ,  o u r  c o m p e n s a t i o n  w o u l d  b e  
p a i d  o u t  o f  t h e  d i s c o u n t  o r  " s p r e a d "  b e t w e e n  t h e  p r i c e ,  we p a y  f o r  t h e  
C O P s  a n d  t h e  p r i c e  a t  w h i c h  we s e l l  t h e m .  O f  c o u r s e ,  t h e  d i s c o u n t  i s  
e n t i r e l y  c o n t i n g e n t  u p o n  a s u c c e s s f u l  s a l e .  C u r  e s t i m a t e d  s p r e a d  w o u l d  
v a r y  d e p e n d i n g  u p o n  m a r k e t  c o n d i t i o n s  a n d  s t r u c t u r e .  A g a i n ,  we h c v e  b e e n  
c o n s e r v a t i v e  t o  d e p i c t  t h e  m o s t  r e a l i s t i c  a m o u n t s ,  a s  f o l l o w s :

•■{■ : ;_ . Frr J M.fc*.. . - ‘..A« Rated

'■ ••’ ■ • : ’ . ^ 7 ^ . ,  l i ^ r a c ' ,>-  ' • • P u b l i c  O f f e r i n g

M a n a g e m e n t  F e e  ........................................................ 35%
U n d e r w r i t i n g  ....................... .................. .............................................. 2 0
T a k e d o w n  ( s a l e s  c o m m i s s i o n s )  .................................................................50
E x p e n s e s ( l )  .......................................................'....................................................... . 2 0

T o t a l  .................................................................................................................  1 . 2 5 %

P r i v a t e  P l a c e m e n t  F e e .  F o r  a p r i v a t e  p l a c e m e n t ,  o u r  c o m p e n s a t i o n  w o u l d  
t a k e  t h e  f o r m  o f  a f e e ,  p a y a b l e  f r o m  t h e  p r o c e e d s  o f  t h e  C O P s .  O u r  f e e  
w i l l  n o t  e x c e e d  . 8 7 5 % .

( 1 )  I n c l u d e s  u n d e r w r i t e r s '  c o u n s e l ,  c l e a r a n c e ,  t r a v e l  a n d  o u t - o f - p o c k e t  
e x p e n s e s ,  a n d  m i s c e l l a n e o u s  c o u r i e r  s e r v i c e s  a n d  c o n f e r e n c e  c a l l  
c h a r g e s .



I V .  C r e d i t  C o n s i d e r a t i o n s  f o r  a P u b l i c  O f f e r i n g

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

t h e s e  p o i n t s  i s  c r i t i c a l  t o  a n  a p p r e c i a t i o n  o f  ho w a m u n i c i p a l  
l e a s e - b a c k e d  C e r t i f i c a t e  o f  P a r t i c i p a t i o n  w i l l  b e  r a t e d  f o r  a p u b l i c  
o f f e r i n g .  I t  i s  i m p o r t a n t  t o  n o t e  t h a t  i n v e s t o r s  i n  a p u b l i c l y  o f f e r e d  

■COP i s s u e  w i l l  b p  l o o k i n g  f o r  m u c h  o f  t h e  s a m e  c o v e n a n t s  a n d  c l a u s e s  t h a t  
• t h e  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  i s  a l r e a d y  p r o v i d i n g  o n  i t s  e x i s t i n g  

e q u i p m e n t  l e a s e s .  F o r  i n s t a n c e ,  t h e  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 ' s  
e x i s t i n g  l e a s e s  c o n t a i n  n o n a p p r o p r i a t i o n  l a n g u a g e ,  s e c u r i t y  i n t e r e s t  a n d  
r e m e d y  p r o v i s i o n s ,  i n d e m n i f i c a t i o n  o f  l e s s o r  p r o v i s i o n s  a n d  
n o n s u b s t i t u t i o n  c l a u s e s .

N o n - A p p r o p r i a t i o n  C l a u s e .  T h e  l e a s e  a n d  t h e  s u b s e q u e n t  f i n a n c i n g  p r o v i d -  
ed b y  t h e  l e s s o r  i n  m o s t  c a s e s  i s  n o t  c o n s i d e r e d  a  d e b t  o b l i g a t i o n  o f  t h e  
g o v e r n m e n t a l  b o d y  b e c a u s e  t h e  l e a s e  w o u l d  b e  s u b j e c t  t o  a n n u a l  
a p p r o p r i a t i o n  ( i n  s o m e  s t a t e s  s u c h  a s  M i c h i g a n  a n d  New J e r s e y ,  i t  i s  n o t  
c o n s i d e r e d  t o  b e  d e b t  e v e n  i f  t h e r e  i s  a  c o n t r a c t u a l  o b l i g a t i o n  t o  m a k e  
p a y m e n t s  f o r  t h e  e n t i r e  l e a s e  p e r i o d ) .  F o r  t h i s  r e a s o n ,  l e a s e - p u r c h a s e  
f i n a n c i n g  i s  o f t e n  u s e d  i n  s i t u a t i o n s  w h e r e  g o v e r n m e n t s  a r e  c o n s t r a i n e d  

! b y  d e b t  l i m i t a t i o n s  o r . r e f e r e n d u m  r e q u i r e m e n t s  r e g a r d i n g  t h e  i s s u a n c e  o f
d e b t .  T h e  r a t i n g  a s c r i b e d  t o  t h e  i s s u e  o n  a  COP f i n a n c i n g ,  h o w e v e r ,  
r e f l e c t s  t h e  a b i l i t y  o f  t h e  l e s s e e  t o  r e l e a s e  h i s  o b l - , j a t i o n ,  t h r o u g h  
n o n - a p p r o p r i a t i o n ,  a n d  t h e  i n c r e a s e d  p o s s i b i l i t y  t h a t  t h e  t r a n s a c t i o n  
s t r u c t u r e  w i l l  b e  c o l l a p s e d  i n  s u c h  a  c i r c u m s t a n c e .  T y p i c a l  
n o n - a p p r o p r i a t i o n  l a n g u a g e  i n c l u d e d  i n  t h e  l e a s e ,  w o u l d  b e s i m i l a r  t o  t h e  
f o l l o w i n g :

L e s s e e  r e a s o n a b l y  b e l i e v e s  f u n d s  c a n  b e  o b t a i n e d  s u f f i c i e n t  t o  m a k e  
a l l  l e a s e  p a y m e n t s  d u e  d u r i n g  t h e  t e r m  o f  t h e  l e a s e .  L e s s e e  h e r e b y  
c o v e n a n t s  t h a t  i t  w i l l  do a l l  t h i n g s  l a w f u l l y  w i t h i n  i t s  p o w e r  t o  
o b t a i n  a n d  m a i n t a i n  f u n d s  f r o m  w h i c h  l e a s e  p a y m e n t s  m a y  b e  m a d e ,  
i n c l u d i n g  m a k i n g  p r o v i s i o n s  f o r  s u c h  p a y m e n t s  t o  t h e  e x t e n t  
n e c e s s a r y  i n  e a c h  a n n u a l  b u d g e t  s u b m i t t e d  f o r  t h e  p u r p o s e  o f  
o b t a i n i n g  f u n d s ,  u s i n g  i t s  b o n a  f i d e  b e s t  e f f o r t s  t o  h a v e  s u c h  

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

I n  t h e  e v e n t  t h a t  t h e  l e s s e e  i s  u n a b l e  t o  o b t a i n  f u n d i n g  f o r  a n y  
r e n e w a l  t e r m ,  l e s s e e  s h a l l  h a v e  t h e  r i g h t  t o  t e r m i n a t e  t h i s  l e a s e  a t  
t h e  c o n c l u s i o n  o f  t h e  t h e n  c u r r e n t  t e r m  o f  t h e  l e a s e  a n d  s h a l l  
n e i t h e r  b e  o b l i g a t e d  t o  m a ke  a n y  l e a s e  p a y m e n t s  d u e  b e y o n d  t h e  
c u r r e n t  t e r m ,  n o r  t o  ma k e  a n y  c o n c l u d i n g  p a y m e n t  w h a t s o e v e r ,  a n d  
t h i s  l e a s e  s h a l l  t e r m i n a t e  a s  t o  t h a t  l e a s e d  f a c i l i t y  o r  e q u i p m e n t .  
P r o v i d e d ,  h o w e v e r ,  t h a t  i n  t h e  e v e n t  l e s s e e  d o e s  n o t  a p p r o p r i a t e  
s u c h  f u n d s ,  l e s s e e  w i l l  u s e  i t s  g o o d  f a i t h  b e s t  e f f o r t s  t o  a c q u i r e  
t h e  n e c e s s a r y  f u n d i n g  f r o m  o t h e r  a g e n c i e s  o r  s o u r c e s .  U pon  

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

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

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



S e c u r i t y  I n t e r e s t  a n d R e m e d y  P r o v i s i o n s .  Due t o  t h e  p r o v i s i o n  f o r  n o n -  
a p p r o p r i a t i o n ,  t h e  s e c u r i t y  p r o v i d e d  t o  t h e  c e r t i f i c a t e  h o l d e r s  i n  t h e  
e v e n t  t h a t  t h e  g o v e r n m e n t  u n i t  c e a s e s  t o  m a k e  l e a s e  p a y m e n t s ,  a n d  
t h e r e f o r e  p r o v i d e  f o r  C e r t i f i c a t e  d e b t  s e r v i c e ,  i s  a c r i t i c a l  e l e m e n t  t o  
t h e  COP i s s u e ' s  r a t i n g .  T h e  m o s t  . f u n d a m e n t a l  i s s u e  w i l l  b e  t h e  a b i l i t y  
t o  g r a n t  a . s e c u r i t y  i n t e r e s t ,  o r ,  - i n  o t h e r  w o r d s ,  g i v e  t h e  c e r t i f i c a t e  
h o l d e r s  t h e  r i g h t  t o  t h e  o w n e r s h i p  o f  t h e  e q u i p m e n t  o r  f a c i l i t y  b e i n g  
f i n a n c e d  i n  t h e  e v e n t  t h a t '  p a y m e n t s  - a r e : n o .  l o n g e r  m a d e .  T h e  a b i l i t y  t o  
g r a n t -  s u c h  a n  i n t e r e s t - • i s - n o t - u n i v e r s a l , a n d  i n  c e r t a i n  s t a t e s  t h i s  
s e c u r i t y  f e a t u r e  c a n n o t  b e  i n c l u d e d .  . I n  t h o s e  s t a t e s  w h e r e  a s e c u r i t y  
i n t e r e s t  i s  n o t  a  l e g a l  r e m e d y ,  t h e  n e e d  t o  d e v e l o p  s t r o n g  a l t e r n a t i v e  
r e m e d i e s  f o r  t h e  c e r t i f i c a t e  h o l d e r s  i s  a  m a j o r  c o n c e r n ,  One s u c h  
a l t e r n a t i v e  i s  t o  p r o v i d e  t o  t h e  c e r t i f i c a t e  h o l d e r s  t h e  p r o c e e d s  o f  a  
s u b s e q u e n t  s a l e  o f  t h e  e q u i p m e n t  o r  f a c i l i t y .  I n c r e a s e d  u s e  o f  t a x -  
e x e m p t  l e a s e s  h a s  p r o v i d e d  a  n u m b e r  o f  e x a m p l e s  o f  ho w t o  s t r u c t u r e  a n  
a d e q u a t e  r e m e d y  - i n  t h o s e  s t a t e s  w h e r e  a s e c u r i t y  i n t e r e s t  i s  n o t  
a v a i l a b l e .  '   ..............

I n d e m n i f i c a t i o n  o f  L e s s o r .  I n  a l e a j e  f i n a n c i n g ,  t h e  l e s s o r  i s  a p a r t y ”  
t o  t h e  p r i m a r y  a g r e e m e n t  i n  t h e  s t r u c t u r e  -  t h e  L e a s e - P u r c h a s e  C o n t r a c t .  
A l t h o u g h  t h e  l e s s o r  w ; i T 1 t y p i c a l l y  t r a n s f e r  a l l  r i g h t s  a n d  o b l i g a t i o n s  t o  
a n  a g e n t ,  a c l a i m  a g a i n s t  t h e  l e s s o r  c o u l d  c o n c e i v a b l y  c o l l a p s e  t h e  
t r a n s a c t i o n .  I n  o r d e r  t o  m i n i m i z e  t h e  l i k e l i h o o d  o f  s u c h  a n  o c c u r r e n c e ,  
t h e  s t a t e  w i l l  t y p i c a l l y  i n d e m n i f y  t h e  l e s s o r  a g a i n s t  a l l  c l a i m s  r e l a t i n g  
t o  t h e  u s e  o r  o w n e r s h i p  o f  t h e  e q u i p m e n t .  T h e  n e e d  f o r  s u c h  a c l a u s e  
r e l a t e s  t o  t h e  p o s s i b i l i t y  o f  a  l i a b i l i t y  s u i t  f i l e d  r e l a t i n g  t o  a n  
i m p r o p e r  u s e  o f  l e a s e d ,  e q u i p m e n t ;  p r  f a c i l i t y , :  w h i c h  n a m e s  t h e  l e s s o r ,  o r  
a t a x  t h a t  m a y  be e s t a b l i s h e d  a t  s ome p o i n t  i n  t i m e  t h a t  w o u l d  a p p l y  t o  
t h e  l e a s e  p a y m e n t s  made t o  t h e  l e s s o r .  I n  c e r t a i n  s t a t e s ,  t h e  l e s s e e  h a s  
n o t  b e e n  a b l e  t o  g r a n t  s u c h  a n  i n d e m n i f i c a t i o n .  I n  t h o s e  c a s e s ,  a  
p r i v a t e  c o r p o r a t i u n  i s  e f f e c t i v e l y  p r e c l u d e d  f r o m  a c t i n g  a s  l e s s o r ,  a n d  a  
s t a t e  a g e n c y  i s  a l t e r n a t i v e l y  u s e d  a s  t h e  n o m i n a l  l e s s o r .

C r e d i t  E n h a n c e m e n t . M u n i c i p a l  b o n d  i n s u r a n c e  p r o v i d e s  a t h i r d  p a r t y  
g u a r a n t e e  o f  t i m e l y  p a y m e n t  o f  p r i n c i p a l  a n d  i n t e r e s t  on a  t a x - e x e m p t  
b o n d  i s s u e .  T h e  i n s u r a n c e  p o l i c y  i s  g i v e n  i n  e x c h a n g e  f o r  a o n e - t i m e  
p r e m i u m  p a i d  u p o n  i s s u a n c e  a n d  c a l c u l a t e d  a s  a  p e r c e n t a g e  o f  t o t a l  
p r i n c i p a l  a n d  i n t e r e s t  p a y m e n t s  o v e r  t h e  l i f e  o f  t h e  b o n d s .  T h e  
i n s u r a n c e  p r o v i d e s  a AAA r a t i n g  f r o m  o n e  o r  b o t h  o f  t h e  m a j o r  c r e d i t  
r a t i n g  a g e n c i e s ,  w h i c h  c a n  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  a f t e r  t h e  c o s t  
o f  t h e  i n s u r a n c e  i s  t a k e n  i n t o  a c c o u n t .

U n t i l  a  f e w  y e a r s  a g o ,  t a x - e x e m p t  l e a s e s  w h i c h  d e p e n d e d  u p o n  a n n u a l  
a p p r o p r i a t i o n s  w e r e  n o t  c o n s i d e r e d  i n s u r a b l e .  M o r e  r e c e n t l y ,  b e c a u s e  o f  
n e w  e n t r a n t s  i n t o  t h e  m u n i c i p a l  b o n d  i n s u r a n c e  i n d u s t r y  a n d  m o r e  
e x p e r i e n c e  w i t h  a n n u a l  a p p r o p r i a t i o n  r i s k ,  l e a s e  p u r c h a s e  t r a n s a c t i o n s  
w i t h  s t r o n g  s e c u r i t y  f e a t u r e s  h a v e  b e e n  e l i g i b l e  f o r  s u c h  i n s u r a n c e .  
T y p i c a l  i n s u r a n c e  p r e m i u m  c o s t s  r a n g e  f r o m  .6555 t o  1% o f  t o t a l  p r i n c i p a l  
a n d  i n t e r e s t .

n



S i m i l a r l y ,  a  l e t t e r  o f  c r e d i t  f r o m  a c o m m e r c i a l  b a n k  p r o v i d e s  a 
g u a r a n t e e  t h a t  s u b s t i t u t e s  t h e  b a n k ' s  c r e d i t  f o r  t h a t  o f  t h e  i s s u e r .  T h e  
l e t t e r  o f  c r e d i t ,  h o w e v e r ,  i s  p r o v i d e d  i n  e x c h a n g e  f o r  a n  a n n u a l  f e e  
e x p r e s s e d  a s  a p e r c e n t a g e  o f  t h e  o u t s t a n d i n g  p r i n c i p a l  a m o u n t  o f  t h e  
b o n d s .  T h e  l e t t e r  o f  c r e d i t  u s u a l l y  i s  a v a i l a b l e  o n l y  f o r  l e s s  t h a n  t h e  
l i f e  o f  a  l o n g - t e r m  b o n d  i s s u e  a n d  w o u l d  h a v e  t o  b e  r e n e w e d  ( u s u a l l y  
e v e r y  f i v e  - t o  s e v e n  y e a r s )  t o  r e m a i n  i n .  e f f e c t .  T h i s  c a n  b e  a 
p a r t i c u l a r l y  a t t r a c t i v e  o p t i o n " f o r  e q u i p m e n t *  f i n a n c i n g s  w h e r e  t y p i c a l  
f i n a l  m a t u r i t i e s  a r e  i n  t h e  s a m e  r a n g e .  T y p i c a l  f e e s  f o r  a l e t t e r  o f  
c r e d i t  a r e  p r e s e n t l y  i n  t h e  r a n g e  o f  t h r e e - e i g h t h s  t o  o n e - h a l f  o f  a 
p e r c e n t a g e  p o i n t  p e r  a n n u m ,  d e p e n d i n g  o n  t h e  r i s k  u n d e r t a k e n  a n d  t h e  
d e m a n d  f o r  l e t t e r s  o f  c r e d i t .

A n i s s u e r  a n d  i t s  i n v e s t m e n t  b a n k e r  w o u l d  f i r s t  e v a l u a t e  t h e  p o t e n t i a l  
c o s t s  a n d  e c o n o m i c  b e n e f i t s  o f  u s i n g  e i t h e r  a n  i n s u r a n c e  p o l i c y  o r  a 
l e t t e r  o f  c r e d i t  f o r  a  g i v e n  COP i s s u e .  C o n c l u s i o n s  w o u l d  b e  d r a w n  b a s e d  
o n  t h e  i n t e r e s t  c o s t  s a v i n g s  o f  e n h a n c e m e n t .  T h e  s a v i n g s  w o u l d  be 
c a l c u l a t e d  on  a  p r e s e n t  v a l u e  b a s i s .  I n  m o s t  m a r k e t  c o n d i t i o n s ,  a l e a s e  
p u r c h a s e  i s s u e  w h i c h  w o u l d  o t h e r w i s e  be r a t e d  A  o r  l o w e r  w i l l  b e n e f i t  
f r . om t h e  u s e . . o f  i n s u r a n c e ,  w h i l e  r a t i n g s  l o w e r  t h a n  B B B -  a r e  g e n e r a l l y  
n o t  i n s u r a b l e .  N e x t ,  t h e  a v a i l a b i l i t y  o f  s u c h  c r e d i t  e n h a n c e m e n t  w o u l d  
h a v e  t o  be d e t e r m i n e d .  T h i s  w i l l  o f t e n  d e p e n d  o n  t h e  l e g a l  c o n s t r a i n t s  
o n  t h e  i s s u e r  a n d  t h e  d e g r e e  t o  w h i c h  t h e  i s s u e r  i s  w i l l i n g  t o  c o m p l y  
w i t h  t h e  r e s t r i c t i v e  c o v e n a n t s  w h i c h  t h e  i n s u r e r  o r  b a n k  m a y  r e q u i r e  a s  
p r e r e q u i s i t e s  t o  a n  a g r e e m e n t .  T h e  i n v e s t m e n t  b a n k e r  t h e n  w o u l d  
n e g o t i a t e  w i t h  o n e  o r  m o r e  f i r m s ' p r o v i d i n g  c r e d i t  e n h a n c e m e n t  t o  f i n d  t h e  
m o s t  a d v a n t a g e o u s  t e r m s .

E s s e n t i a l  U s e  F a c i l i t y / B o n d h o l d e r ' s  S e c u r i t y . ’ I n  a s s e s s i n g  t h e  c a s h  f l o w  
s u p p o r t  o f  . i n s t r u m e n t s  b a c k e d  b y  a l e a s e - p u r c h a s e  a g r e e m e n t ,  i n v e s t o r s  
a n d  r a t i n g  a g e n c i e s  e v a l u a t e  t h e  - p o s s i b i l i t y  o f  a n  e v e n t  o f
n o n - a p p r o p r i a t i o n  b y  t h e  l e s s e e .  I n  t h i s  r e g a r d ,  t h e  n a t u r e  o f  t h e
f a c i l i t y  b e i n g  f i n a n c e d  a n d  i t s  i m p o r t a n c e  t o  t h e  l e s s e e ' s  r e s p o n s i b i l i t y  
o f  p r o v i d i n g  e s s e n t i a l  s e r v i c e s  a r e  p i v o t a l .  L e a s e  p u r c h a s e  f i n a n c i n g  o f  
n o n - e s s e n t i a l  p u b l i c  f a c i l i t i e s ,  s u c h  a s  c o n v e n t i o n  c e n t e r s ,  i s  n o t  a s  
w e l l  r e c e i v e d  b y  i n v e s t o r s  a s  b o n d s  b a c k e d  b y  l e a s e - p u r c h a s e  a g r e e m e n t s  
a s s o c i a t e d  w i t h  t h e  f i n a n c i n g  o f  m o r e  v i t a l  f a c i l i t i e s .  C o r r e c t i o n a l

f a c i l i t i e s ,  - f o r  e x a m p l e ,  r e p r e s e n t  a n  e x t r e m e  i n  e s s e n t i a l  u s e  b e c a u s e
g o v e r n m e n t s  o b v i o u s l y  m u s t  a v o i d  c l o s i n g  do wn  a c o r r e c t i o n a l  f a c i l i t y  a n d
r e l e a s i n g  p r i s o n e r s .  I n v e s t o r s ,  f o r  t h i s  r e a s o n , ,  r e g a r d  l e a s e - p u r c h a s e
f i n a n c i n g  i n v o l v i n g  s u c h  f a c i l i t i e s  a s  r e p r e s e n t i n g  a s t r o n g  a n d
a t t r a c t i v e  c r e d i t .  T o  f o r m a l i z e  t h i s  s i t u a t i o n ,  i n v e s t o r s  s o m e t i m e s
r e q u e s t  t h e  s t a t e  o r  l o c a l  g o v e r n m e n t  l e s s e e  t o  p r o v i d e  a l e t t e r  s e t t i n g  
f o r t h  t h e  e s s e n t i a l  n a t u r e  o f  t h e  l e a s e d  p r o p e r t y .

N o n - S u b s t i t u t i o n  C l a u s e . I n v e s t o r s  t r a d i t i o n a l l y  h a v e  b e e n  c o m f o r t e d  b y  
i n c l u s i o n  o f  a n o n - s u b s t i t u t i o n  c l a u s e  i n  t h e  l e a s e - p u r c h a s e  a g r e e m e n t  
w h i c h  w o u l d  p r e c l u d e  t h e  g o v e r n m e n t a l  b o d y  f r o m  a c q u i r i n g  t h e  s a m e  o r  a 

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



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

• . r. p e r i o d  o f  o n e  y e a r  f r o m  t h e  d a t e , o f  t e r m i n a t i o n  o f . t h i s  l e a s e .  •

'I : ■ .......... Y~,. . ‘ -
-.C r e d i t  R a t i n g s .  -.. .The, r a t i n g  . a g e n c i e s ,  g e n e r a l l y  r a t e  l e a s e - p u r c h a s e  i s s u e s  

a t  l e a s t  o n e  f u l l  g r a d e  b e l o w  t h e  g e n e r a l  o b l i g a t i o n  r a t i n g  o f  t h e  
l e s s e e .  F o r  e x a m p l e ,  i f  a  s t a t e  o r  l o c a l  g o v e r n m e n t  i s  r a t e d  A A ,  t h e  
l e a s e - p u r c h a s e  i s s u e  g e n e r a l l y  w o u l d  b e  r a t e d  A .  T h i s  r a t i n g  p o l i c y  
s t e m s  f r o m  t h e  r i s k  o f  n o n - a p p r o p r i a t i o n .  F a c t o r s  w h i c h  c o u l d  i m p r o v e  
s u c h  a r a t i n g  a r e :  ( i )  e x t r e m e l y  s t r o n g  s e c u r i t y  f e a t u r e s  o n  t h e  l e a s e , -
i n c l u d i n g  a  l e n g t h y  l e a s e  t e r m ,  a u t o m a t i c  l e a s e  r e n e w a l s ,  a  c o n t r a c t u a l  
r e q u i r e m e n t  t o  m ak e l e a s e  p a y m e n t s  o r  a n o n - s u b s t i t u t i o n  c l a u s e ;  ( i i )  
a d d i t i o n a l  s e c u r i t y  b a c k i n g  ( s u c h  a s - i n s u r a n c e  o r  a  b a n k  l e t t e r  o f  
c r e d i t )  o r  s p e c i f i c  a d d i t i o n a l  r e v e n u e s  p l e d g e d  t o w a r d  p a y m e n t  on  t h e  
b o n d s ;  ( i i i )  p o w e r f u l  e v i d e n c e  o f  t h e  e s s e n t i a l i t y  o f  t h e  f a c i l i t y ;  a n d  
( i v )  c l e a r  s t a t u t o r y  a u t h o r i t y  f o r  l e a s i n g  a n d  h i s t o r i c a l  e x p e r i e n c e  - b y  
t h e  l e s s e e  i n  m a k i n g  a p p r o p r i a t i o n s  f o r  t a x - e x e m p t  m u n i c i p a l  l e a s i n g .  
T h e  l o w e r  r a t i n g  w i l l  r e s u l t  i n  a  h i g h e r  i n t e r e s t  r a t e  a s  c o m p a r e d  t o  t h e  
l e s s e e ' s  g e n e r a l  o b l i g a t i o n  b o n d s .  I f  t h e  s t a t e  o r  l o c a l  g o v e r n m e n t  h a s  
t h e  c h o i c e  f o r  a g i v e n  p r o j e c t  o f  u s i n g  e i t h e r  g e n e r a l  o b l i g a t i o n  o r  
l e a s e - p u r c h a s e  f i n a n c i n g  w i t h  e q u a l  a n n u a l  p a y m e n t s ,  t h e  i m p a c t  o f  
e i t h e r  on- t h e  . . g o v e r n m e n t a l  . b o d y ' s ,  o v e r a l l ,  . c r e d i t  r a t i n g  w o u l d  b e  t h e  
s a m e .  When t h e  l e a s e - p u r c h a s e  f i n a n c i n g  c a n  b e  s t r u c t u r e d ' t o  c o s t  l e s s  
t h a n  g e n e r a l  o b l i g a t i o n  f i n a n c i n g ,  t h e  l e a s e  p u r c h a s e  i s s u e  w o u l d  h a v e  
l e s s  o f  a n  i m p a c t  on  t h e  g o v e r n m e n t a l  b o d y ' s  d e b t  c a p a c i t y  a n d  t h u s  h e l p  

t o  p r e s e r v e . t h e  c r e d i t ,  r a t i n g . .  .. „
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O F F I C E  O F  T H E  C O M M I S S I O N E R

January 27, 1989

The H o n o r a b l e  Tim Kelly 
President of the Senate 
Alaska State L e gislature 
P.O. Box V  
Juneau, A K  99811

Dear Mr. President:

In com pliance w i t h  AS 36.30.080(c), I w i s h  to inform the 
L e gis lature 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  intends to 
enter into one or more l e a s e - fi nancing agre em e n t s  for the 
financing or r efinancing of State equipment purchases.

//Enclosed is an A t t o r n e y  Gene r a l ' s  opinion of S eptember 1 7 ,  1 9 8 7  

//indicating that equipment lease- financing is subject to 
(AS 3 6 . 3 0 . 0 8 0 ( C ) .

The project or projects would  involve the c o n s o l i d a t i o n  of 
individual l e a s e - purc hases from any or all State agencies into 
one or more "master leases." All equipment p u r c has es under a 
given m aster  lease would be financed in a single transaction. 
The enclosed m e m o r a n d u m  of September 28. 1987 from Governm ent 
Finance Associates,  Inc. de scribes the p r o j e c t  in more detail.

I The main a d v a n t a g e  in u s i n g  a master lease is a significant 
reduction in interest cost. The average interest rate on State 
equipment leases o u t s t a n d i n g  as of July 1, 1987 was 13.86 
percent. Interest costs on a m aster l e a s e - financing  would 
currently be expected to be in the range of 6 percent to 7 
percent. V e n d o r  fina ncing on current eq uipment purchases could 
be expected to be in the range of 9.5 percent.

The refinancing  of outsta n d i n g  State equipment leases is 
estimated to require issuance of financing ob lig a t i o n s  in the 
amount of a p p r o x i m a t e l y  $10 million with annual rental payments 
of a p p r o x i m a t e l y  $2.85 m i l l i o n  assuming a j .5 percent i n t e r e st 
cost and four year final maturity. The amount of o u ts tanding 
State equipment leases as "of July 1, 1987 was $6,617,494. The 
estimated $10 million financing would allow for some increase 
in o u tsta nding leases prior to the refinancing, a possible 
reserve fund, and other costs of issuance.

The enclosed proposal of S h e arson Lehman Brothers estimated in 
June of 1987 that r e fi nancing equipment leases would produce 
present v alue savings of $424,000 which w o u l d  be 6.3 percent of 
the amount of the refinancing. The State Bond Committee has 
used a 3 p e rcent savings as its guideline for endorsing 
r e f i n a n c i n g s .
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The financing of new equipment purchases d u r i n g  fiscal year 
1990 could require issuance of financing ob lig a t i o n s  u p  to the 
amount of a p p r oximately $30 million, resulting in annual rental 
payments of a p p r o x i m a t e l y  $8.75 m i l l i o n  a s s u m i n g  a 6.5 percent 
interest cost and four year final maturity. The amount of 
potential fin ancing includes $23.8 million ror equipment 
purchases contained in the Govern o r ' s  proposed fiscal year 1990 
capital budget, as well as allowance for p o s sible r e serve funds 

N and issuance costs.

I The dollar amount of $30 m i l l i o n  is u n d o u b t e d l y  a high 
/estimate. The capital budget figure is the total for all line 
I items whic h include equipment. M a n y  line items include 
purposes other than equipment. Enclosed  is a listing of the 
items in the capital budget w i t h  those whic h include equ ipment 
u n d e r s c o r e d .

The ava ila b i l i t y  of a master  lease program  will save m o n e y  for 
the State w h e r e  equipment has been or would o t h e r w i s e  be 
purchased through vendor or other lease-financing. W h e r e  the 

» equipment would otherwise be purchased for cash, the master 
lease would create additional State costs for i nterest and 

j increase total State indebtedness.
I '

The $30 m i l l i o n  financing amount for new equipment is based on 
proposed a p p r opriatio ns for cash purchases. Undo ubtadly, many 
such purchases would be consummated for cash. However, in some 
cases, agencies might want to use a master lease program. To 
the extent this occurred, fiscal year 1990 a p p r o p r i a t i o n s  might 
be lapsed, to be replaced by increased contractual services 
appropriations in subsequent years.

Because l ea se-financin g that is used in place of cash purchases 
raises concerns about increased debt loads and inc reased future 
budgetary obligations, the A d m i n i s t r a t i o n  will c a r e f u l l y  
consider i m p l e menta tion of any master lease p r o g r a m  for new 

\lequipment purchases. A v a i l a b i l i t y  of master lease fi nancing 
may be restricted in those cases where a p p r opriatio ns for cash 
purchases are available, except for overriding concerns that 
might arise, such as a cash shortage in the general fund.
Thus, far less than $30 m i l l i o n  would actually be expected in 
master lease financing for new equipment purchases.

Yours Jtruly,

John M. Andrews
C ommissioner of A d m i n i s t r a t i o n

J M A / M B / p h
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1 X SEC. 25. THE FOLLOHING APPROPRIATION ITEMS ARE FOR 1
2 CAPITAL PROJECTS AND GRANTS FROM THE GENERAL FUND OR 2
3 OTHER FUNDS AS SET OUT IN THE FISCAL YEAR 1990 BUDGET 3
A SUMHARY BY FUNDING SOURCE TO THE AGENCIES NAMED AND FOR A
5 THE PURPOSES EXPRESSED. 5
6 APPROPRIATION APPROPRIATION FUND SOURCES £
7 , ALLOCATIONS ITEMS GENERAL FUND OTHER FUNDS 7
3 X X X X X X  X X X X X X  3
9 X X X X X DEPARTMENT OF ADMINISTRATION X X X X X 9

10 X X X X X X  X X X X X X  . ' 10
11 SOCIAL SERVICES *' 11
12 PIONEER'S HOME REPAIRS AND P.ENOVATION 500,000 500,000 12
13 GENERAL GOVERNMENT 13
1A STATEHIDE PAYROLL SYSTEM 1,AOO,000 1,AQ0,000 1A
1 5________ PRODUCTION MAINFRAME COMPUTER UPGRADE REVIEW AND 15
1 6_____________  ACQUISITION________________________________________________________________ 5,500,000 5,500,000 16
1 7 .  X X X X X X  X X X X X X  17
18 X X X X X DEPARTMENT OF REVENUE X X X X X 18
19 X X X X X X  X X X X X X  19
20 GENERAL GOVERNMENT 20
21 COMPUTER INTEGRATION SYSTEH 50,000 50,000 21
22 X X X X X X  X X X X X X  22
23 X X X X X DEPARTMENT OF EDUCATION X X X X X 23
2A X X X X X X  ). X X X X X 2A
25 EDUCATION 25
26 N0ME-BELT2 SCHOOL SAFETY CODE UPGRADE 250,000 250,000 26
27 BERING STRAIT REAA - DISTRICTWIDE CODE 27
28 UPGRADES/LIFE SAFETY/MAJOR MAINTENANCE 350,000 • 350,000 28
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1 DEPARTMENT OF EDUCATION (CONT.)

2 APPROPRIATION APPROPRIATION FUND SOURCES
3 ALLOCATIONS ITEMS GENERAL FUND OTHER FUNDS
A LOWER YUKON REAA -  EMMONAK ELEMENTARY SCHOOL
5 REPLACEMENT/PLANNING AND DESIGN 500 ,000  500 ,000
6 IDITAKOD KEAA -  MCGRATH SCHOOL REROOF 447 ,500  447 ,500
7 SOUTHEAST ISLAND REAA -  THORNE BAY SCHOOL
8 REDESIGN OF FINAL PHASE ' 500 ,0 00  500 ,000
9 LOHER KUSKOKWIM REAA -  NUNAPITCHUK ELEMENTARY

10 SCHOOL/PLANNING AND DESIGN 500 ,0 00  500 ,000
11 LOHER KUSKOKWIM REAA -  CHEFCRHAK ELEMENTARY
12 SCHOOL ADDITION PLANNING AND DESIGN 300 ,000  300 ,000
13 ANCHORAGE -  DISTRICTWIDE LIFE SAFETY UPGRADES 1 ,0 0 0 ,0 0 0  1 ,0 00 ,0 0 0
14 ANCHORAGE ON-BASE SCHOOLS LIFE HEALTH^SAFETY CODE
15 UPGRADES 1 ,0 0 0 ,0 0 0  1 ,0 0 0 ,0 0 0
16 FAIRBANKS NORTH STAR BOROUGH SCHOOL ON-BASE FIRE,
17 LIFE/SAFETY CODE VIOLATIONS 750 ,0 00  750 ,000
18 NORTHWEST ARCTIC SCHOOLS DISTRICTWIDE LIFE SAFETY
19 UPGRADES 500 ,000  500 ,000
20 PETERSBURG CITY SCHOOLS SPRINKLER/THERMAL
21 INSULATION CARRIER 379 ,100  379 ,100
22 HOONAH CITY SCHOOLS PLUMBING AND HEATING RETROFIT 1,<*15.000 1 ,4 1 5 ,0 00
2  3________ AVTEC MAJOR MAINTENANCE/REPAIR AND TRAINING
26______________ EQUIPMENT______________________________________________________________________250 ,000________ 250 ,000
25 MOUNT EDGECUMBE SCHOOL DORMITORY PLANNING AND
26 DESIGN <*00,000 <*00,000
2 7_________LIBRARY MATERIALS. EQUIPMENT AND FURNITURE___________________________________ 250 ,000_________250 ,000
28 STATEWIDE PUBLIC LIBRARY CONSTRUCTION GRANTS 300 ,000  300 ,000
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1 DEPARTMENT OF EDUCATION CCONT.) 1
2  APPROPRIATION APPROPRIATION FUND SOURCES 2
3  ALLOCATIONS ITEMS GENERAL FUND OTHER FUNDS 3
A MUSEUMS ARTIFACT ACQUISITIONS 50 ,000  50 ,000 A
5 X X X X X X  X X X X X X  , ‘ 5
6 • X X X X X DEPARTMENT OF HEALTH & SOCIAL SERVICES X X X X X 6
7 X X X X X X  X X X X X X  7
1 \
8 SOCIAL SERVICES 8
9 MCLAUGHLIN YOUTH CENTER COTTAGE REPAIR/RENOVATION 2 ,0 0 0 ,0 0 0  2 ,0 00 ,0 00  9

10 HEALTH 1°
11 EMS COMMUNICATIONS SYSTEM 300 ,000  300 ,000 , ' 11
12 RENOVATION AND EXPANSION OF PUBLIC INEBRIATE 12
13 FACILITIES 526 ,000  526 ,000 13
19 GROUP HOME AND SPECIALIZED CONSTRUCTION PROJECT 14
15 FOR PERSONS WITH DEVELOPMENTAL DISABILITIES 1 ,0 0 0 ,0 0 0  1 ,0 00 ,0 00  15
1 6__________ DEPARTMENT OF HEALTH & SOCIAL SERVICES 16
1  7______________ TELECOMMUNICATIONS AND COMPUTERS__________________________________________ 300 ,000_________300 ,000 17
1 8__________ FACILITIES RENOVATION, REPAIR AND EQUIPMENT 18
I?_____________ REPLACEMENT_________________  500 ,000__________ SQPjQflP 19
20 X X X X X X  X X X X X X  20
2 1  X X X X X DEPARTMENT OF COMMERCE 8  ECONOMIC DEVELOPMENT X X X X X 21
2 2  X X X X X X  x x x x x x  22
23 DEVELOPMENT 2 3
29 ALASKA POWER AUTHORITY 24
25 APA -  OPERATION, TECHNICAL AND EMERGENCY 25
26 ASSISTANCE 500 ,000  500 ,000  26
27 APA -  CIRCUIT RIDER MAINTENANCE 250 ,000  250 ,000  27
28 APA -  PCE UTILITIES EFFICIENCY IMPROVEMENTS 750 ,000  750 ,000  28
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1 APPROPRIATION APPROPRIATION FUND SOURCES 1
2 ALLOCATIONS ITEMS GENERAL FUND OTHER FUHDS 2
3 x x x x x x  X X X X X X  3
A X X X X X DEPARTMENT OF FISH 2 GAME X X X X X 4I
5 X X X X X X  X X X X X X  I 5
6 NATURAL RESOURCE MANAGEMENT 6
7 COMMERCIAL FISHERIES . 1 7
8 VESSELS MAJOR MAINTENANCE 134 ,800  134 ,800  8
9 SPORT FISHERIES 9

10 PUBLIC ACCESS ACQUISITION 2 ,4 0 0 ,0 0 0  £00,000 1 ,8 0 0 ,0 0 0 -  10
11 F .R .E .D . . 11
12 , STATEHIDE FACILITIES MAINTENANCE AND RENOVATION 500 ,000  500 ,000  12
13 X X X X X K  X X X X X X  13
14 X X X X X DEPARTMENT OF PUBLIC SAFETY X X X X X 14
15 X X X X X X  x x x x x x  15
16 NATURAL RESOURCE MANAGEMENT 16

_17_________ MAJOR AIRCRAFT EQUIPMENT/OVERHAUL/REPAIR  . 136 ,500  , 136 ,500 17
_18________ AIRCRAFT PURCHASE_________________________________________________________________932 ,000__________932 ,000 18
19 MAJOR VESSEL REPAIR 275 ,000  275 ,000  19
20 PUBLIC PROTECTION 20
21 VEHICLE LICENSE PLATES/DRIVER MANUALS 75 ,000  75 ,000  . 21
22 ADMINISTRATION OF JUSTICE 22
23 SHOOTING DECISION TRAINING SYSTEH 41 ,500  41 ,500  23
2  4_________ PUBLIC SAFETY EQUIPMENT______________________________________________________________ 1 0 0 ,0 0 0 ___________1 0 0 ,0 0 0  24
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1 APPROPRIATION APPROPRIATION FUND SOURCES 1

2 ALLOCATIONS ITEMS GENERAL FUND OTHER FUNDS 2
3 N X V- X X X X X X X  X 3

4 X X x x X DEPARTMENT OF TRANSPORTATION S PUBLIC FACILITIES X X X X X 4

5 x x x x x x X X X X X  X 5

6 TRANSPORTATION « 6

7 STATEWIDE rAOGRAHS 7

8 GENERAL FUND MATCH FOR FEDERAL-AID HIGHWAYS ( 1 8 , 0 0 0 , 0 0 0 1 8 , 0 0 0 , 0 0 0 8

9 GENERAL FUND HATCH FOR FEDERAL-AID AVIATION 3 , 3 3 0 ,0 0 0 3 , 3 3 0 , 0 0 0 9

10 ANNUAL PLANNING WORK PROGRAM 9 8 0 ,0 0 0 5 0 0 ,0 0 0 4 8 0 ,0 0 0 1 0

11 STATEWIDE RESEARCH PROGRAM 1 ,0 5 0 ,0 0 0 5 0 0 ,0 0 0 5 5 0 ,0 0 0 11

12 STATE EQUIPMENT FLEET REPLACEMENT PROGRAM 1 1 ,0 0 0 ,0 0 0 1 1 ,0 0 0 , 0 0 0 12

13 STATEWIDE ADVANCE PROJECT DEFINITION 3 0 0 ,0 0 0 3 0 0 ,0 0 0 13

14 LOCAL SERVICE ROADS AND TRAILS 2 ,0 0 0 ,0 0 0 2 , 0 0 0 , 0 0 0 14

15 HIGHWAY AND AVIATION NON-ROUTINE MAINTENANCE 1 ,0 0 0 ,0 0 0 1 , 0 0 0 , 0 0 0 15

16 UNDERGROUND FUEL STORAGE REPLACEMENT 4 0 0 ,0 0 0 4 0 0 ,0 0 0 16

17 STATEWIDE BARRIER FREE ACCESS PROGRAM 2 5 0 ,0 0 0 2 5 0 ,0 0 0 17

18 UMTA TRANSIT GRANTS 5 0 0 ,0 0 0 5 0 0 ,0 0 0 18

19 ANNUAL BRIDGE INSPECTION AND INVENTORY 5 0 0 ,0 0 0 5 0 0 ,0 0 0 19

20 GEOREFEREtJCING MONUMENTATION 4 0 0 ,0 0 0 4 0 0 ,0 0 0 20

21 FACILITIES MAJOR REPAIR 1 ,0 0 0 ,0 0 0 1 , 0 0 0 , 0 0 0 21

22 URBAN AREA PLANNING (STATEWIDE) 3 2 5 ,0 0 0 3 2 5 ,0 0 0 22

23 STATEWIDE AIRPORT RESCUE EQUIPMENT 2 3 8 ,0 0 0 2 3 8 ,0 0 0 23

24 STATEWIDE PORTS AND HARBORS MAJOR REPAIRS 2 5 0 ,0 0 0 2 5 0 ,0 0 0 24

25 MAINTENANCE DELIVERY SYSTEM 2 0 0 ,0 0 0 2 0 0 ,0 0 0 25

26 INDUSTRIAL USE HIGHWAYS MAINTENANCE 8 2 ,5 0 0 8 2 ,5 0 0 26

27 STANDARDS MANUALS PUBLISHING 3 5 ,0 0 0 3 5 ,0 0 0 27

28 NATIONAL HIGHWAY INSTITUTE 2 5 ,0 0 0 2 5 ,0 0 0 28
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1 DEPARTMENT OF TRANSPORTATION 8 PUBLIC FACILITIES (CONT.) 1
2 APPROPRIATION APPROPRIATION FUND SOURCES 2
3 ALLOCATIONS ITEMS GENERAL FUND OTHER FUNDS 3
4 CENTRAL REGION FEDERAL HIGHHAY PROGRAM 56 ,17 3 ,300  5 6 ,1 7 3 ,3 0 0  4
5 STERLING HIGHHAY RECONSTRUCTION = HP 79 TO 94 2 4 ,2 8 9 ,1 0 0  3
6 GLENN HIGHHAY HIDENINO AN- RECONSTRUCTION -  - 6
7 EKLUTNA TO PARKS 12 ,23 4 ,40 0  7
8  EAGLE RIVER BRIDGE/HILAND DRIVE PHASE I  NORTH 8
9 ACCESS 9 ,1 1 1 ,5 00  . 9

10 CENTRAL REGION PRELIMINARY ENGINEERING 3 ,8 7 6 ,5 0 0  , 10
11 ANCHORAGE TRANSIT 1 ,8 2 7 ,0 0 0  , U
12 CENTRAL REGION BRIDGE REPLACEMENT 1 ,6 0 0 ,0 0 0  12
13 CENTRAL REGION SAFETY IMPROVEMENTS 1 ,3 5 0 ,0 0 0  13
14 HAT-SU HIGHHAY CHANNELIZATION, ILLUMINATION AND 14
15 TRAFFIC CONTROL PHASE I I  568 ,400  15
16 SEHARD HIGHHAY -  NASH ROAD INTERSECTION 16
17 IMPROVEMENTS 356 ,400  _ 17
18 CENTRAL REGION RAILROAD CROSSING IMPROVEMENTS 450 ,000  18
1 9____________ CENTRAL REGION AUTOHATIC VEHICLE CLASSIFICATION 19
2 0__________________ AND HEIGHT-IN-MOTION EQUIPMENT__________________________ 350 ,000 20
21 ANCHORAGE RIDESHARING 160 ,000 21
22 CENTRAL REGION STATE HIGHHAY PROGRAM 620 ,000 620 ,000 22
23 HUMERi EAST END ROAD RECONSTRUCTION -  ROCHELLE 23
24 STREET INTERSECION RECONSTRUCTION 150 ,000  24
25 HATCHER PASS BRIDGE REPLACEMENT AND ROAD 25
26 MAINTENANCE 200 ,000  26
27 KODIAK REZANOF DRIVE -  AT AIRPORT ROAD 27
28 INTERSECTION 200 ,000  28
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1 DEPARTMENT OF TRANSPORTATION A PUBLIC FACILITIES (CONT.) a
2 APPROPRIATION APPROPRIATION FUND SOURCES 2
3 ALLOCATIONS ITEMS GENERAL FUND OTHER FUNDS 3
4 GLACIER HIGHWAY PAVING AND INTERSECTION 4
5 IMPROVEMENTS 1 ,2 7 8 ,9 0 0  . 5
6 GLACIER HIGHWAY -  INDIAN POINT TO POINT LOUTsa 915.-500 6
7 HAINES HIGHHAY -  MP 24 TO BORDER 913 ,500  7
8 EGAN EXPRESSWAY IMPROVEMENTS (SAFETY AND CAPACITY) 300 ,000  8
9 THANE ROAD RECONSTRUCTION 274 ,500  9

10 GLACIER HIGHWAY -  FRED MEYER TO MCNUGGET 10
11 INTERSECTION 200 ,000  . " 11
12 SITKA SAHHILL CREEK ROAD/JARVIS STREET 1 1 2

• 1 3  INTERSECTION IMPROVEMENTS 150 ,000  13
14 KLONDIKE HIGHWAY SNOW CONTROL 100 ,000  14
15 SOUTHEAST REGION STATE HIGHHAY PROGRAM 15
16 KAKE CITY STREETS PAVING • 350 ,0 00  350 ,000 16
17 SOUTHEAST REGION FEDERAL AVIATION PROGRAM 6 ,0 0 0 ,0 0 0  6 ,0 0 0 ,0 0 0  17
18 HAINES AIRPORT RECONSTRUCTION 2 ,4 0 0 ,0 0 0  18
19 WRANGELL AIRPORT IMPROVEMENTS 1 ,0 00 ,0 00  19
20 SKAGWAY AIRPORT IMPROVEMENTS 1 ,0 0 0 ,0 00  20
2  1_______________KETCHIKAN AIRPORT AIRCRAFT RESCUE AND FIRE 21
2  2___________________FIGHTING VEHICLE 550 ,000 22
2  3_______________KETCHIKAN AIRPORT EQUIPMENT_________________________________ 250 ,000  23
24 SOUTHEAST REGION STATE AVIATION PROGRAM 24
25 SKAGHAY AIRPORT INTERIM IMPROVEMENTS 100 ,000  100 ,000 25
26 SOUTHEAST REGION HATERS AND HARBORS 435 ,0 00  435 ,000 ,
27 TENAKEE SPRINGS BREAKWATER REPAIRS 210 ,000  27
28 KETCHIKAN CITY FLOAT REPAIRS 150 ,000 28
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1 DEPARTMENT OF TRANSPORTATION & PUBLIC FACILITIES CCOHT.)

2 APPROPRIATION APPROPRIATION FUND SOURCES 2
3 ALLOCATIONS ITEMS GENERAL FUND OTHER FUNDS 3
A METLAKATLA OLD HARBOR REPAIRS 75 ,000  ,* 4
5 A L A S K A  INTERNATIONAL AIRPORT SYSTEM 12 ,197 ,000  12 ,197 ,00 0  5
6 ALASKA INTERNATIONAL AIRPORT SYSTEM DEVELOPMENT 1 0 ,0 0 0 ,0 0 0  6
7 ______________ AIAS MAINTENANCE EQUIPMENT  1 ,9 9 7 ,0 0 0  7
8 AIAS PRELIMINARY ENGINEERING 200 ,000 8
9 ANCHORAGE INTERNATIONAL AIRPORT 9 ,3 00 ,0 00  9 ,3 00 ,0 0 0  9

10 AIA INTERNAL ROADWAYS/TUG ROADS RECONSTRUCTION 2 ,5 0 0 ,0 0 0  , . 1 0
11 AIA DOMESTIC TERMINAL EXPANSION PHASE I I I  11
12 SUPPLEMENTAL 2 ,7 0 0 ,0 0 0  12
13 AIA RAMP AREA RECONSTRUCTION 1 ,0 0 0 ,0 0 0  13
14 AIA BLAST PROTECTION -  RUNWAY 6R/24L 1 ,8 0 0 ,0 0 0  14
15 AIA ANNUAL IMPROVEMENTS 650 ,000  15
16 AIA AIRPORT MONITORING SYSTEM 400 ,000  16
17 AIA AIRPORT DRAINAGE PLAN 250 ,000  17
18 FAIRBANKS INTERNATIONAL AIRPORT 3 ,1 5 0 ,0 0 0  3 ,1 5 0 ,0 00  18
19 FIA ANNUAL IMPROVEMENTS 300 ,000  19
20  FIA NORTHWEST APRON AND TAXIWAY EXTENSION 1 ,4 0 0 ,0 0 0  20
21 FIA COMPUTERIZED ACCESS CONTROL SYSTEM 500 ,000  , 21
22 FIA TERMINAL BUILDING REPAIRS 400 ,000  22
23 FIA EPA APPROVED FIRE TRAINING AREA 550 ,000  23
24 MARINE HIGHWAY SYSTEM FEDERAL PROGRAM 15 ,202 ,200  1 5 ,202 ,200  24
25 M/V TUSTUMENA REFURBISHMENT PHASE I I  9 ,5 3 9 ,0 0 0  25
26 M/V MALASPINA HOTEL REFURBISHMENT 3 ,1 2 6 ,2 0 0  . 26
27 M/V COLUMBIA HOTEL REFURBISHMENT ' 502,400 27
28 M/V TAKU REPOHER 274 ,100  ' 28
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1 DEPARTMENT OF TRANSPORTATION 8 PUBLIC FACILITIES (CONT.)
2 APPROPRIATION
3 ALLOCATIONS ITEMS
4 M/V BARTLETT AUXILIARY REFURBISHMENT 173,600
5 M/V LECONTE HOTEL REFURBISHMENT 155,300
6 H / V  COLUMBIA MARINE SANITATION DEVICE 2 ,1 8 7 ,6 0 0

APPROPRIATION FUND SOURCES 
GENERAL FUND OTHER FUNDS

7 
S 

9 
10 

11 

12 

' 13
14

15
16
17
18

19
20 

21 

22

23
24
25
26 

.27
28

SEWARD TERMINAL IMPROVEMENTS 152,600
SITKA UPLANDS IMPROVEMENTS ' 91,400

MARINE HIGHWAY SYSTEM STATE PROGRAM 1 ,4 0 0 ,0 0 0
MARINE HIGHWAY SYSTEM ADVANCED PROJECT DEFINITION 50,000
ALASKA MARINE HIGHHAY SYSTEM IMPROVEMENTS 1 ,000 ,000
ANGOON FERRY TERMINAL BASIN DREDGING 150,000
VESSEL EMERGENCY EVACUATION UPGRADE 200,000

X X X X X X  . x x x x x x
X X X X X DEPARTMENT OF ENVIRONMENTAL CONSERVATION X X X X X

1 ,4 00 ,0 0 0

X X X X X X

NATURAL RESOURCE MANAGEMENT
FIFTY PERCENT CONSTRUCTION GRANT PROGRAM

ANCHORAGE -  WASTEWATER AND SOLID HASTE PROJECTS 1 ,000 ,000
CRAIG -  WATER TREATMENT PLANT ENGINEERING STUDY 50,000
FAIRBANKS -  E.M. JONES HATER AND SEWER EXTENSIOH 1 ,000 ,000
JUNEAU -  HATER SYSTEM 1 ,000 ,000
KETCHIKAN GATEWAY BOROUGH HATER AND SEHER PROJECTS 520,000
KODIAK -  HATER FILTRATION FACILITY -  ENGINEERING

DESIGN 250,000
NOME -  ICY VIEW HATER AND SEHER, NOME STP 750,000
PETERSBURG -  WASTEWATER TREATMENT/SOLID HASTE

PROJECTS 500,000

X X X X X X

7 ,5 7 0 ,0 0 0 7 ,5 7 0 ,0 0 0
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1 DEPARTMENT OF ENVIRONMENTAL CONSERVATION (CONT.) 1
2  APPROPRIATION APPROPRIATION FUND SOURCES 2
3 ’  ALLOCATIONS ITEMS GENERAL FUND OTHER FUHDS 3
4 UNALAKLEET -  DUMPSITE IMPROVEMENT 320 ,000  4
5 OIL AND HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND 6 00 ,0 00  6 0 0 ,0 0 0  • 5t
 6__________ PURCHASE ORGANIC/INORGANIC ANALYTICAL LABORATORY . 6
 7_______________ EQUIPMENT_____________________________________________________________________260 ,0 00________ 2 6 0 ,0 0 0  7
8 MARPOL -  SOLID HASTE IMPACT 150 ,000  1 5 0 ,0 0 0  8
9 KENAI CLEANUP PHASE I I  9 24 ,3 00  92Q ,300 9

10 LEAKING UNDERGROUND STORAGE TANK GRANT 3 ,0 0 0 ,0 0 0  3 ,0 0 0 ,0 0 0  10
U  x x x x x x  x x x x x x  11
12 X X X X X DEPARTMENT OF COMMUNITY 8  REGIONAL AFFAIRS X X X X X 12
13  x x x x x x  x x x x x x  13
14 DEVELOPMENT 1*
15 HEATHERIZATION AND ENERGY CONSERVATION 2 ,2 0 0 ,0 0 0  5 0 0 ,0 0 0  1 ,7 0 0 ,0 0 0  15
16 INSTITUTIONAL CONSERVATION MATCH 50 ,0 0 0  5 0 , 0 0 0  16
17 COMMUNITY BLOCK GRANTS 3 ,0 0 0 ,0 0 0  3 ,0 0 0 ,0 0 0  17
18 SUPPLEMENTAL HOUSING DEVELOPMENT FUND 3 ,5 0 0 ,0 0 0  3 ,5 0 0 ,0 0 0  18
19 X X X X X X  X X X X X X  19
20  X X X X X DEPARTMENT OF CORRECTIONS X X X X X 20
21  x x x x x x -  x x x x x x  21
22 ADMINISTRATION OF JUSTICE 22
23 STATEWIDE REPAIR AND RENOVATION 900 ,0 00  9 0 0 ,0 0 0  23
24 FAIRBANKS CORRECTIONAL CENTER CONTROL ROOM, 24
25 BOOKING RENOVATION 500 ,0 00  5 0 0 ,0 0 0  25
26 PALMER CORRECTIONAL CENTER EXPANSION, RENOVATION 26
27 PLANNING/DESIGN 1 ,0 0 0 ,0 0 0  1 ,0 0 0 ,0 0 0  27
28 HILAND MOUNTAIN CONTROL ROOM, INTAKE AND 28
29 PERIMETER UPGRADES 375 ,0 0 0  3 7 5 ,0 0 0  29
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1 DEPARTMENT OF CORRECTIONS (CONT.) 1
2 APPROPRIATION APPROPRIATION FUND SOURCES 2
3 ALLOCATIONS ITEMS GENERAL FUND OTHER FUNDS 3
4 HILDHOOD CORRECTIONAL CENTER ROOF REPAIR -  PHASE 4
5 I I I 2 0 0 , 0 0 0 2 0 0 , 0 0 0  ' 5
6 X X X X X X  X X X X X X 6
7 x X X X X UNIVERSITY OF ALASKA X X X X X 7
A X X X X X X  XX X X M X 8
9 UNIVERSITY OF ALASKA 9

1 0 UA/STATEWIDE -  MAJOR MAINTENANCE. 10
11 REPAIR/RENOVATION AND EQUIPMENT 1 ,5 0 0 ,0 0 0 1 ,5 0 0 ,0 0 0 11
1 2 UA/FAIRBANKS ELVEY BUILDING CODE CORRECTIONS 1 , 0 0 0 , 0 0 0 1 , 0 0 0 , 0 0 0 1 2
13 UA/FAIR8ANKS -  FISHERY INDUSTRIAL TECHNOLOGY 13
14 CENTER 5 ,0 0 0 ,0 0 0 5 ,0 0 0 ,0 0 0 14
15 UA/FAIRBANKS PCS REMOVAL FAIRBANKS CAMPUS 250 ,000 250 ,000 15
16 UA/ANCHORAGE PCB REMOVAL PROVIDENCE AVENUE CAMPUS 199 ,500 199 ,500 16
17 MINING AND PETROLEUH TRAINING SERVICE/FIRE 17
18 TRAINING CENTER SOILS CLEANUP 500 ,000 500 ,000 18
19 UA/SOUTHEAST FURNISH AND EQUIP NEH LIBRARY 1 , 0 0 0 , 0 0 0 1 . 0 0 0 , 0 0 0 19
2 0 GRANTS TO NAMED RECIPIENTS (AS 3 7 .0 5 .3 1 6 ) 2 0
2 1 NATURE CONSERVANCY 216 ,000 216 ,0 00 2 1
2 2 X X X X X X  X X X X X X , 2 2
23 X X X X X ALASKA COURT SYSTEM X X X X X 23
24 X X X X X X  X X X X X X 24
25 ADMINISTRATION OF JUSTICE 25
26 ELECTRONIC RECORDING IMPROVEMENTS 2 0 0 , 0 0 0 2 0 0 , 0 0 0 26
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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

P.O. Box v 
State Capitol 

Juneau, Alaska 99811
907-165-3712

S e n . P a t  P o u r c h o t ,  C h a i rm a n

Sen. Jan Faiks, Vice Chairman 
Sen. A1 Adams 
Sen. Tim Kelly 
Sen, Rick Uehling

Senate S tate A ffairs Comm ittee
M E M O R A N D U M

TO: Senate State

FROM: S e nato r Pat Pourchot,

RE: M arch 15 C o m m i t t e e  H e a r i n g

DATE: M a r c h  14, 1989

On Wednesday, M a r c h  15 at 1:30 p.m. in the Be.ltz R o o m  t h e  Senate 
State A f f a i r s  C o m m i t t e e  w i l l  h e a r  t h e  f o l l o w i n g  bills:

SJR 3, P r o p o s i n g  an a m e n d m e n t  to the C o n s t i t u t i o n  of t h e  State of 
Al a s k a  r e l a t i n g  t o  repeal of r e g u l a t i o n s  by t h e  l e g i s l a t u r e

SJR 3 w o u l d  place b e f o r e  t h e  voter s a t  the n e x t  g e n eral e l e c t i o n  
a Consti t u t i o n a l  a m e n d m e n t  a l l owing l e g i s l a t i v e  repeal of 
r e g u l a t i o n s  b y  c o n c u r r e n t  resolution. A d o p t i o n  of the 
c o n c u r r e n t  r e s o l u t i o n  w o u l d  require t h r e e  r e a di ngs on t h r e e  
d i f f e r e n t  days and a p p roval b y  a m a j o r i t y  v o t e  of the m e m b e r s h i p  
of each house, as do bills. However, c o n c u r r e n t  r e s o l u t i o n s  are 
not s u bject to the g o v e r n o r ' s  veto.

In 1980 t h e  supreme court found u n c o n s t i t u t i o n a l  a s t a t u t o r y  
p r o v i s i o n  that a l l o w e d  l e gislative a n n u l m e n t  of r e g u l a t i o n s  by 
resolution. The court r u l e d  that a n n u l l i n g  a r e g u l a t i o n  has the 
effect of c h a nging law and that  laws c a n  be c h a n g e d  o n l y  b y  
en a c t m e n t  of a bill t h a t  is subject t o  t h e  g o v e r n o r ' s  veto, as 
p r e s c r i b e d  in A r t i c l e  II, Section s 14-16 of t h e  Constitution.

A  p r o p o s a l  similar to S J R  3 was d e f e a t e d  b y  t h e  v o t e r s  in 1980, 
1984, a n d  1986.

S B  108, A n  Act r e l a t i n g  to p u b l i c  finance, includ ing lease 
financing

SB 108 w o u l d  r e q uire t h a t  all l e a s e - f i n a n c i n g s  for publ:.c 
bu i l d i n g s  be h a n d l e d  b y  the A la ska S t a t e  B u i l d i n g  Authority. 
This w o u l d  remove the a b i l i t y  of m u n i c i p a l i t i e s  and p r i v a t e  
de v e l o p e r s  to u n d e r t a k e  the l e a s e - p u r c h a s e  of st ate projects. 
Projects a u t h o r i z e d  b y  law b e f o r e  J u l y  1, 1984 w o u l d  be 
sp e c i f i c a l l y  exempt from  th is requirement, p r o v i d i n g  a t y p e  of 
"gran d f a t h e r  clause" for the A n c h o r a g e  court facility.



C o m m i t t e e  M e m o

M a r c h  15, 1 9 8 9

SB 108 w o u l d  also require  l e g i s l a t i v e  approva l of l ease- p u r c h a s e  
ag r e e m e n t s  e n t e r e d  into b y  t h e  l e g i s l a t u r e  and t h e  court  system 
if t h e  costs  e x c e e d  $1 m i l l i o n  a n n u a l l y  (this p r o v i s i o n  c u r r ently 
a p pli es t o  t h e  e x e c u t i v e  b r a n c h  and t h e  u n i v e r s i t y ) .

T h e  D e p a r t m e n t  of R e venue has p r o p o s e d  an a m e n d m e n t  (attached) 
t h a t  w o u l d  a u t h o r i z e  A S B A  to d i s pose of land, equipment, or 
p u b l i c  b u i l d i n g s  t o  other g o v e r n m e n t  e n t i t i e s  for less t h a n  fair 
m a r k e t  value. This w o u l d  a l l o w  A S H A - f u n d e d  p r o j e c t s  f o r  w h i c h  
t h e  b o n d s  h a v e  b e e n  p a i d  off to b e  t r a n s f e r r e d  into state 
o w n e r s h i p .

SB 154. A n  A c t  r e l a t i n g  to e q u i p m e n t  l e a s e - f i n a n c i n g  and 
a u t h o r i z i n g  a m a s t e r  e q u i p m e n t  l e a s e - f i n a n c i n g  project.

SB 154 w o u l d  a u t h o r i z e  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  to 
finance a n d  a c q u i r e  e q u i p m e n t  for l e a s e  to t h e  state. T h e  bill 
w o u l d  s e r v e  as the l e g i s l a t i v e  a p p r o v a l  r e q u i r e d  u n d e r  AS
18.55.100 for A S B A  to financ e and a c q u i r e  u p  to $40 m i l l i o n  w o r t h  
of equipment, and the l e g i s l a t i v e  a p p r o v a l  r e q u i r e d  u n d e r  AS 
36.30.080 for t he 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  to e n t e r  into a 
l e a s e - f i n a n c i n g  a g r e e m e n t  w i t h  A S B A  f o r  the equipment. (AS
1 8.55.100 r e q u i r e s  l e g i s l a t i v e  a p p r o v a l  b e f o r e  A S B A  can p r o c e e d  
w i t h  a n y  project;  AS 36.30.080 r e q u i r e s  l e g i s l a t i v e  a p p roval  of 
l eases w h o s e  rent e x ceed s $1 m i l l i o n  a n n u a l l y ) .

'individual l e a s e - p u r c h a s e s  f r o m  all s t a t e  a g e n c i e s  w o u l d  be 
c o n s o l i d a t e d  into one or m o r e  "master leases". T h e  a d v a n t a g e  
w o u l d  b e  a r e d u c t i o n  in i n t eres t cost. A c c o r d i n g  to DOA, the 
a v e r a g e  i n t e r e s t  rate on state e q u i p m e n t  leases  as of J u l y  1,
1987 w a s  13.86%. Inte rest on a m a s t e r  lease is e x p e c t e d  to be 
6-7%.

T h e  r e f i n a n c i n g  of o u t s t a n d i n g  state e q u i p m e n t  leases is 
e s t i m a t e d  t o  r e q u i r e  i ssuance of $10 m i l l i o n  in f i n a n c i n g  
o b l i g a t i o n s  w i t h  annua l rent of $2.85 million. T h e  f i n a ncing of 
n e w  e q u i p m e n t  p u r c h a s e s  in FY 90 w o u l d  r e q u i r e  i s s uanc e o f  up to 
$30 m i l l i o n  in f i n a ncing obliga t i o n s  w i t h  a nnual rent of $8.75 
million.
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R e v i s i o n  Date: A g e n c y  A f f e c t e d : S t a t e  B o n d  C o m m i t t e e

Title: A u t h o r i z i n g  m a s t e r  lease-- f inancing BRU:

f o r  s t a t e  e q u i p m e n t

Sponsor: C o m p o n e n t s :

R e q u e s t o r :

E X P E N D I T U R E S / R E V E N U E S :  (Thou s a n ds of Dollar s )

1 1 F Y  89 1 F Y  90 I F Y  91 I F Y  92 1 F Y  93 1 F Y  94

f “ O P E R A T I N G | 1 1 | 1 1
1 P E R S O N A L  S E R V I C E S 1 — 1 -  1 — 1 1 - i
| T R A V E L i — 1 -  1 — 1 — i ~ 1
1 C O N T R A C T U A L 1 — i -  1 - 1 — ! 1
j S U P P L I E S 1 - I -  I - 1 — 1 - 1
| E Q U I P M E N T 1 - 1 -  I — 1 — ! - 1
1 L A N D S  & S T R U C T U R E S  / 1 — 1 -  1 — J — i - 1
| G R A N T S ,  C L A I M S 1 — |(2143.5)| 136.4 r 98.5 | 4 7 9 . 3 1 3 8 1 . 8

j M I S C E L L A N E O U S 1 — 1 -  1 — •i — 1 - 1
I T O T A L  O P E R A T I N G 1 — !(2143.5)| 136.4 i 98.5 | 4 7 9 . 3 1 1 3 8 1 . 8

1 C A P I T A L 1 — 1 -  1 — i — 1 1

1 R E V E N U E 1 - 1 "  1 - i - 1 1

F U N DING: ( T h o u s a n d s  of D o l l a r s ) .
| G E N E R A L  F U N D 1 — 1(2143.5)| 1 3 6 . 4 i 98.5 | 4 7 9 . 3 1 1 3 8 1 . 8

j F E D E R A L  F U N D S 1 — 1 -  1 — i — 1 - I
J O T H E R 1 — I • -  1 — i — 1 - 1
1 T O T A L 1 - 1 -  1 - i - 1 ‘ - I -
P O S I T I O N S :

•

| F U L L - T I M E  

j P A R T - T I M E  

I T E M P O R A R Y
I

- I

I - I

- I
- 1 
- I

A N A L Y S T S : A t t a c h  a s e p a r a t e  p a g e  f o r  a n a l y s is .

P r e p a r e d  By: M i l t  3 a r K e r  __________________________

Div i s i o n :  T r e a s u r y /t

A p p r o v e d  b y  C o m m i s s i o n e r :  

A g e n c y :  D e p a r t m e n t  of R e v e n u e /

Phone: 4 6 5 - 2 3 5 0 ________
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D a t e

J — r -
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L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  of M a n a g e m e n t  and B u d g e t  

I m p a c t e d  A g e n c y ( i e s )
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Fiscal Note Analysis

T h e  p r o j e c t e d  a nn u a l  s a v i n g s  on  r e f i n a n c i n g  S t a t e  e q u i p m e n t  le a s e s  are 

e s t i m a t e d  in the t ab l e  below. T h i s  e s t i m a t e  is f r o m  a d e t a i l e d  a n a l y s i s  of 

S t a t e  e q u i p m e n t  l e as e s  p r e p a r e d  in June  1987 b y  S h e a r s o n  Le hm a n  Brothers.

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

a c c r u e  to ..individual a g e n c y  b u d g e t s .  A s  p r e s e n t l y  e n v i s i o n e d ,  t h e S t a t e  B ond 

C o m m i t t e e  w o u l d  m a k e  the l e a s e  p a y m e n t s  o n  t h e  m a s t e r  leasp. huh t hese 

p a y m e n t s  w o u l d  b e  f u n d e d  b y  R e i m b u r s a b l e  S e r v i c e s  A g r e e m e n t s  (RSA's) f ro m  the 

a g e n c i e s  t h a t  p u r c h a s e d  the equip m e n t . I n f o r m a t i o n  d e v e l o p e d  f r o m  

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

c o s t s  a n d  s a v i n g s  in s p e c i f i c  a g e n c i e s  w h i c h  c o u l d  be d e l e t e d  and r e p l a c e d  

w i t h  a s i n g l e  a p p r o p r i a t i o n  to th e  S t a t e  B o n d  C o m m i t t e e .

T h e  p r e s e n t  v a l u e  of th e  s a v i n g s  shown in t h e  t a b l e  f r o m  a m a s t e r  l ease 

r e f i n a n c i n g  of S t a t e  e q u i p m e n t  le a s es  is $ 4 2 4 , 0 0 0  or 6. 3  p e r c e n t  of the a m o u n t  

o f  the r e f i n a n c i n g .  P l e a s e  se e  th e  a t t a c h e d  l e t t e r  of J a n u a r y  27, 1989 f rom 

J o h n  A n d r e w s  fo r m o r e  i n f o r m a t i o n  on the m a s t e r  l e a s e  p r o gr a m .

....Lease-Financing C o s t s  (Savings)

F i s c a l

Y e a r

E q u i p m e n t  L e a s e  

Refinancing;

1989

1990

1991

1992

1993

$ ( 2 , 1 4 3 , 4 6 0 )

136, 4 0 6

98,534

4 7 9 , 2 7 3

1 . 3 8 1 . 7 6 6

Total $ (47,480)
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STATE OF ALASKA
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R E Q U E S T :
F I S C A L  NOTE

R e v i s i o n  D a t e : ___________________________________ A g e n c y  A f f e c t e d :  Department o f  Admi n l s t r a t l o n
T i t l e :  Equipment Lease F inanc ing________  B R U :  Genera l  S e r v i c e s ________________________________

S p o n s o r :  R u i s s  C o m p o n e n t s :  Pu rc ha s i ng
R e q u e s t o r :  Covernor  ___________________________________________

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  D o l l a r s )
O P E R A T I N G F Y  8 9 FY 9 0 F Y  9 1 F Y  92 F Y  93 F Y  9 4

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS (PH0NE1

0 1*2.2 43.1 44.0 44.9 45.8
0 0 0 0 0 0
0 5.0 2.0 2.0 2.0 2.0
0 1.5 1.6 1.7 1.0 1.9
0 7.0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 . 6 .6 ‘ .7 .7 .8

T O T A L  O P E R A T I N G 0 5G.3 47.3 48.4 49.4 50.5

C A P I T A L

I R EV E NUE 0 0 0 0 0 0

F UNDI NG:  ( T h o u s a n d s  o f  D o l l a r s )

GENERAL FUND 0 0 0 0 0 0

FEDERAL FUNDS 0 0 0 0 0 0

OTHER 0 0 0 0 0 0

TOTAL 0 0 0 0 0 0

P O S I T I O N S :

FULL-TIME 0 1 1 1 1 1
PART-TIME 0 ' 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

A N A L Y S I S :  ( A t t a c h  a s e p a r a t e  p a g e  i f  n e c e s s a r y )

P o t e n t i a l  f i n a n c i a l  s a v i n g s  sh ou ld  be r e f l e c t e d  I n  the Department o f  Revenue f i s c a l  n o t e .  We 
p r o j e c t  an I n c r e a s e  In  a d m i n i s t r a t i v e  expense due to  t h e  r equ i r emen t  t o  c o o r d i n a t e  s e v e r a l  
hundred a ccount s  I n  o r d e r  to  make one payment to  A la sk a  S t a t e  B u i l d i n g  A u t h o r i t y .  See a t t a ched  
f o r  a n a l y s i s .

P r e p a r e d  B y :  Rober t  J .  L in k .  D i r e c t o r  K  P h o n e :  465-2250
D i v i s i o n :  Genera l  S e r v i c e s  & Supply_________  ^  „ D a t e :  December 23,

&A p p r o v e d  b y  C o m m i s s i o n e r :  J o h n  M

A g e n c y :  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

1980

D a t e :  December 1988

D i s t r i b u t i o n  ( b y  p r e p a r e r ) :  

L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r
O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  

I m p a c t e d  A g e n c y ( i e s )

T w o . .  rvvcXdLft.

C lP fru V i C S  h o u u e . 'f e t a S  e ffe d ! .

-fecaJ! ■
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F i s c a l  N o t e  A n a l y s i s

P e r s o n a l  S e r v i c e s  cost: One permanent , f u l l t i m e  A c c o u n t i n g
T e c h n i c i a n  II, R a n g e  14, Step B t h r o u g h  F b a s e d  on c u r r e n t  
c o n t ract. ....

C o n t r a c t u a l :  E s t i m a t e d  cos t of $ 5 , 0 0 0 . 0 0  for P r o f e s s i o n a l
S e r v i c e s  c o n t r a c t  for c o m p u t e r  p r o g r a m m i n g  in FY 90,
$ 2 , 0 0 0 . 0 0  f o r  s u p p o r t  e a c h  y e a r  therea f t e r .

S u p p l i e s :  E s t i m a t e d  cost of paper, d e s k  s u p p l i e s  etc.,
m i n i m a l  i n c r e a s e s  each fiscal y e a r  in a n t i c i p a t i o n  of 
i n f l a t e d  costs. .....

E q u i p m e n t :  R e f l e c t s  p u r c h a s e  of C o m p a c  386, 20 m g z  computer,
E G A  c o l o r  m o n i t o r ,  b o a r d s  to i n c r e a s e  m e m o r y  a n d  t o  h o o k  into 
m a i n f r a m e  ( A S K A S ) , p r i n t e r  and b a s i c  s o f t w a r e .  C o s t s  a r e  
b a s e d  on c u r r e n t  state contract.

M i s c e l l a n e o u s :  E s t i m a t e d  cost of l o n g  d i s t a n c e  t e l e p h o n e
service. E s c a l a t e d  in t h i r d  a n d  f i f t h  f i s c a l  y e a r s  to c o v e r  
a n t i c i p a t e d  inflation.

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

P a g e  2 o f  2
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T i t l e : M a s t e r  l e a s e  f i n a n c i n g  o f  e q u i p m e n t  n o n  • A k .  s t a t e  t i l d g .  Autli.

S p o n s o r : R u l e s  C o m m i t t e e
Requesto r

C om ponen ts

E a i ' k N d I T U R E S / R E V E N U E S :  (Thousands o f  D o lla rs )
O P E R A T IN G F Y  89 F Y  9 0 F Y  91 F Y  9 2 F Y  9 3 F Y  94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
LAND A  STRUCTURES
GRANTS. CLA IM S
M ISCE liA N BO US

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

, . - 0 - - 0 - - 0 - - 0 - -  - 0 -  "

- u - - U - - 0 - - 0 - - 0 -
TO TAL . O P E R A T IN G

C A P IT A L -  - ° “  . - 0 - - 0 - - 0 - - 0 - - 0 -

R E  V E N U E - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

F U N D IN G : (T housands o f  D o lla rs )
GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

P O S I T IO N S : . r

FULL-TIME
PART-TIME
TEM PORARY

A N A L Y S I S  : (A ttach a separate page if  necessary)

Prepared b y : 
D iv is io n  : «

C o m m i s s i o n e r s  O f f i c e  P h o n e-
D e p t ,  o f  C o m m e r c e  & E c o n o m i c  d e v e l o p m e n t  ^

A pp roved  b y  r , —   / ^ r y ' f e c j / e E f .  C o m m i s s i o n e r  ^ . _
D e p t ,  o t ^ f r m m e r c e  & t c o n o m i c  u e v e l o p m e n t

.D is trib u tion  (b y  p re p a re r ) :
* Le g isla tive  Finance

4 6 5 - 2 5 0 0

T27777TW

1 2 / 2 7 / 1 9 8 8

Leg is la tiv e  Sp on so r 
Requestor
O ffic e  o f  M anagem ent and Budget 
Impacted A gency fies)

0080p

T w  ^  s -w «
£ S  Wcjl-s a A

v \ x M  &  _

S ' -  3 - ^ page,



• ■

Jo); *-46
V

STATE OF ALASKA
1989 LEG ISLA TIVE SESSION

c s  s + ^ t )
B IL L  V E R S IO N  ; T S B  1 5 4  r H  ̂

P U B L IS H  D A T E :  ? / 3 / f l  9_____________

R E Q U E S T :
F I S C A L  N O T E

Rev ision  D a le : ___________________________________
Tide: M a s t e r  Lease F i n a nc ing

S p o n s o r : R u l e s  C o m m i t t e e
R eques to r: G o v e r n o r  _

Agency A ffected: S t a t e  B u i l d i n g  A u t h .
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Com ponents

E X P E N D I T U R E S / R E V E N U E S :  (Thousands o f D ollars)

O P E R A T IN G r  i  oy t - r  yO F Y  91 F Y  9 2 F Y  9 3 F Y  94
PERSONAL SERVICES 
TRAVEL . . 
CONTRACTUAL 
SUPPLIES 
EQUIPMENT 
LAND A  STRUCTURES 
GRANTS. CLA IM S 
MISCELLANEOUS

%

♦

T O T A L  O P E R A T IN G - 0 - - 0 - - 0 - - 0 - - 0 - - o -

CAPITAL ~ I !

REVENUE

F U N D IN G : (Thousands o f D ollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL - u - -u- -o- -0- - f c . L  - o -
P O S I T IO N S :
FULL-TIME
PART-TIME
TEMPORARY

-

A N A L Y S I S  :  (Attach a separate page if  necessary)

Prepared b y : -Lyhii. . W e gtg j i .e .r  

D ivisio n  : F i n a n c e  D e p a r  t / m e n t ^ ,

Approved b y C o m m issio n e r: , f — - . , ,, .
A gen cy : A l a s k a  S t a - t ^ B u i l d m q  A u t h o r i t y

m ™.. 562-281 3 r m T 7 W

D a t e : 12/27/88

D istribution (b y  p rep arer) :  

Le g islative  Finance 
Le g isla tive  Sp on sor 
Requestor
O ffice of M anagement and Budget 
Impacted A gency(ics) T W i  p a g e — L _  of — _ _

S ~ - 3 " S ^



STE VE  CDWPER
* □ □VER&KJ’p

S  t a t  12 o f  A l a s k a
OFFICE OF THE GOVERNOR

J u n e a u

F e b r u a r y  3, 1989

The H o n o r a b l e  Tim K e l l y  
P r e s ident of the Senate 
A l a s k a  S tate  L e g i s l a t u r e  
P.O. B o x  V  
Juneau, A K  99811

Dear Mr. President:

U n d e r _ the autho rity of art. Ill, sec. 18, of the A l a s k a  
Constitution, I am t r a n s m i t t i n g  a b i l l  relating to lease- 
financing for state equipment.

The m a i n  p u r p o s e s  of the bill are to:

1. p r o v i d e  g e n e r a l  s t a t u t o r y  a u t h o r i t y  for the 
A l a s k a  State B u i l d i n g  A u t h o r i t y  (ASBA) to finance 
and acquire e q u i p m e n t  for lease to the state 
(sec. 3 of the b i l l ) ;

2. s p e c i f i c a l l y  aut horize A S B A  to a c q u i r e  and 
finance n e w  equipment, or acqui re and r e f i n a n c e  
eq u i p m e n t  a l r eady  on lease to the state, u n d e r  a 
m a s t e r  lease p r o g r a m  (secs. 12 and 13); and

3. s p e c i f i c a l l y  authorize, in a ccord a n c e  w i t h  the 
State P r o c u r e m e n t  Code, the D e p a r t m e n t  of A d m i n­
istr ation to enter into l e a s e - f i n a n c i n g  a g r e e­
ments w i t h  A S B A  for the m a s t e r  lease p r o g r a m  
(secs. 14 and 15).

The a p p r o a c h  to f inancing state e q u i p m e n t  e m b odied in this 
bill offers p o t e n t i a l l y  si gnif i c a n t  savings in interest 
costs on state e q u i p m e n t  financing c o m p a r e d  to i n t erest
rates c h a r g e d  by e q u i p m e n t  vendors. T h e  m a s t e r  lease p r o­
gram w o u l d  be a d m i n i s t e r e d  by the D e p a r t m e n t  of A d m i n i s­
tration and avai lable to all state agencies.

The second amendm ent of AS 18.55.100(d) in sec. 4, r e g a r d­
ing l e g i s l a t i v e  approval of e q u i p m e n t  projects, raises a 
c o n s t i t u t i o n a l  issue u n d e r  the s e p a r a t i o n - o f - p o w e r s  d o c­
trine, as does the current w o r d i n g  of that subsection. 
However, k n o w i n g  of the legisl a t u r e ' s  c o ncern about the 
overall debt m a n a g e m e n t  of the state, I b e l i e v e  that it 
mi g h t  be helpfxil to set out this p r o c e d u r e  in the statute, 
as a c o u r t e s y  to the legislature.
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Aside from the i m m e d i a t e - e f f e c t i v e - d a t e  p r o v i s i o n  (sec. 
16), the r e m a ining s e c tions of the bill consist  of a m e n d­
ments that add references to state eq uipment lease- 
financing in various A S B A  statutes rel ating to h o u s i n g  or 
public b u i l d i n g  project s of ASBA. These include c o r p o r a t e  
purpose (sec. 1 of the bill); p r o h i b i t i o n  of A S B A  m e m b e r s  
or emplo y e e s  from a c q u iring an i n t erest in proje c t s  (sec. 
2) ; s e c ur ing b onds w i t h  lease p a y m e n t s  (sec. 5); v a l i d i t y  
of b o n d s  and notes (sec. 6); b o n d  covenan ts to limit d i s­
pos ition of projects (s e c . 7); e s t a b l i s h  rates and fees for 
p rojects (sec. 8); v e s t  in a t r ustee  the right to take 
posses s i o n  in the e v e n t  of d e f a u l t  on a project (sec. 9); 
grant b o n d h o l d e r s  ri ghts to t^ke~ p o s s e s s i o n  or a p point a 
r e c eiver for p rojects in d e fault (^ec. jUHv and accept a n c e  
of federal aid for p r o j e c t s  (!

eve Cowper 
sovernor



STATE OF ALASKA
1989 LEGISLATIVE SESSION

B i l l  Version:

P u b l i s h  Date:

FISCAL NOTE
REQUEST:

R e v i s i o n  D a t e : _ ___________________________________

Ti t le :  A u t h o r i z i n g  m a s t e r  l e a s e - f i n a n c i n g

f o r  state e q u i p m e n t _____________________________

S p o n s o r : ___________________________ _________________

R e q u e s t o r : __________________________________________

A g e n c y  A f f e c t e d :  S t a t e  B o n d  C o m m i t t e e  

B R U : _____________________________________________

Components: _____

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  of D o ll a r s )

1 1 F Y  89 1 F Y 90 1 FY 91 I F Y  92 I F Y  93 I F Y  94

t - O P E R A T I N G 1 I I 1 1 I
P E R S O N A L  S E R V I C E S 1 1 - 1 — I — 1 _ 1 —
T R A V E L 1 - 1 - ! — 1 — 1 — 1 —
C O N T R A C T U A L ! 1 — 1 — ! — 1 — 1 _
S U P P L I E S I 1 — 1 — 1 — 1

1

— 1 —
E Q U I P M E N T 1 I - 1 — 1 — — 1 —
L A N D S  & S T R U C T U R E S i 1 — 1 — 4 — 1 — 1 —
GRANTS, C L A I M S i - 1(2143.5) 1 1 3 6 . 4 r 98.5 I 4 7 9 . 3 1 138 1. 8
M I S C E L L A N E O U S 1 1 - 1 — •i — 1 — 1 —
T O T A L  O P E R A T I N G 1 1(2143.5)1 1 36.4 i 98.5 1 4 7 9 . 3 1 1 3 8 1 . 8

1 C A P I T A L  1 - 1 -  1 - 1 - i - i -

1 R E V E N U E  1 

F U N D I N G :  ( T h o u s a n d s  of D o l lars)

1 -  1 - 1

'

i - 1

| G E N E R A L  F U N D  | - |(2143.5)| 1 36 . 4 1 98.5 J 4 7 9 . 3 ! 1 3 8 1 . 8

j F E D E R A L  F U N D S  j — 1 -  I - 1 — 1 I —

| O T H E R  I — 1 • -  1 - 1 — 1 ~ I —

1 T O T A L  I - 1 -  1 - 1 - 1 ‘ - 1 -

P O S I T I O N S :

| F U L L - T I M E  | — 1 -  1 1 — 1 1 _

j P A R T - T I M E  1 — 1 -  1 - 1 — 1 1 —

1 T E M P O R A R Y  1 - 1 -  1 - 1 - 1 1 —

A N A L Y S I S : A t t a c h  a s e p a r a t e  p a g e  f o r  a n a ly s i s .

M bP r e p a r e d  By: H i l t  B a r k e r  

D i v i s i o n :  T r e a s u r y ________ /•

A p p r o v e d  b y  C o m m i s s i o n e r : _____

A g e n c y :  D e p a r t m e n t  of Revenue7~

I/'

/
/ T

D i s t r i b u t i o n  (by p r e p a r e r ) :  

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f i c e  of M a n a g e m e n t  and B u d g e t  

I m p a c t e d  A g e n c y ( i e s )

Phone:

Date:

Date:

4 6 5 - 2 3 5 0

/? ys7

7 z  f e z / i
s t
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F i s c a l  N o t e  A n a l y s i s

The p r o j e c t e d  a n n u a l  s a v i n g s  on r e f i n a n c i n g  S t a t e  e q u i p m e n t  leases are 

e s t i m a t e d  in the t able below. T h i s  e s t i m a t e  is f r o m  a d e t a i l e d  a n a l y s i s  of 

S t a t e  e q u i p m e n t  l e a s e s  p r e p a r e d  in J u n e  1987 b y  S h e a r s o n  L e h m a n  Brothers.

The s a v i n g s  f r o m  a m a s t e r  l e a s e  r e f i n a n c i n g  of S t a t e  e q u i p m e n t  leases w o u l d  

a c c r u e  to i n d i v i d u a l  a g e n c y  b u d g e ts .  A s  p r e s e n t l y  e n v i s i o n ed ,  the S t a t e  Bond  

C o m m i t t e e  w o u l d  m a k e  the l e a s e  p a y m e n t s  o n  the m a s t e r  lease, bu t  these 

p a y m e n t s  w o u l d  b e  fun d e d  b y  R e i m b u r s a b l e  S e r v i c e s  A g r e e m e n t s  ( R S A’s) f r o m  the 

a g e n c i e s  that p u r c h a s e d  th e  e q u i pm e n t .  I n f o r m a t i o n  d e v e l o p e d  fro m  

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

c o s t s and s a v i n g s  in s p e c i f i c  a g e n c i e s  w h i c h  c o u l d  be d e l e t e d  an d  r e p l a c e d  

w i t h  a s in g l e  a p p r o p r i a t i o n  to the S t a t e  B o n d  C o m m i t t e e .

T h e  p r e s e n t  v a l u e  of the s a v i n g s  s h o w n  in t h e t a b le f r o m  a m a s t e r  l e a s e 

r e f i n a n c i n g  of S t a t e  e q u i p m e n t  le a s e s is f$4i24,000 \>c 6.3 p e r c e n t  of t h e  am o u n t  

of the r e f i n a n ci n g .  P l e a s e  see the a t t a c W d  l e t t e r  of J a n u a r y  27, 1989 f rom 

J o h n  A n d r e w s  for m o r e  i n f o r m a t i o n  on th e  m a s t e r  l e a s e  pr o g r a m .i^e proj

p r e z O A h  v a I j m l

L e a s e - F i n a n c i n g  C o s t s  (Savings)

F i s c a l

Y e a r

E q u i p m e n t  L ea s e  

R e f i n a n c i n g

1989

1990

1991

1992

1993

$ ( 2 , 1 4 3 , 4 6 0 )

136, 4 0 6

98 , 5 3 4

4 7 9 , 2 7 3

1. 3 8 1 . 7 6 6

T o t a l $ (47,480) a c h A A J L c l o l l d M Z ,



STATE OF ALASKA
1989 LEGISLATIVE SESSION

B ill Version: SB 154 (b)
Publish Date: 2/3/89

F I S C A L  NOTE 
R E Q U E S T : ___________________________________________________

R e v i s i o n  D a t e : __________________________________  A g e n c y  A f f e c t e d : _____Department o f  Admini S t r a t t o n
T i t l e :  Equipment Lease F inancing_______ B RU :  General S e r v i c e s _______________________________ _

S p o n s o r :  Ru l es  C o m p o n e n t s :  Purchas ing
R e q u e s t o r :  r.n ve m n r____________________________  _________________________________________________________________________

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  D o l l a r s )
O P E R A T I N G r r  a y f y  y u F Y 91 F Y  92 F Y  93 F f  9 4

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLA IMS
MISCELLANEOUS (PHONE)

0 1 * 2 .2 A3.1 t * i* .0 AA. 9 ^5.8
0 0 0 0 0 0
0 5 . 0 2.0 2.0 2.0 2.0
0 1.5 1.6 1.7 1.8 1.9
0 7 . 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 .6 .6 ’ .7 .7 .8

T O TA L  O P E R A T I N G 0 5G.3 1 * 1 .3 **8. i * 9 .i * 50.5

C A P I T A L 0 0 0 0 0 0

R E V E N UE 0 0 0 0 0 0

FUNDI NG:  ( T h o u s a n d s  o f  D o l l a r s )

GENERAL FUND 0 0 0 0 0 0

FEDERAL FUNDS 0 0 0 0 0 0

OTHER 0 0 0 0 0 0

TOTAL 0 0 0 0 0 0

P O S I T I O N S :

FULL-TIME 0 1 1 1 1 1
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

A N A L Y S I S : ( A t t a c h  a s e p a r a t e  p a g e  i f  n e c e s s a r y )

P o t e n t i a l  f i n a n c i a l  s a v i n g s  shou ld  be r e f l e c t e d  I n  the Department o f  Revenue f i s c a l  no t e .  We 
p r o j e c t  an i n c r e a s e  in  a d m i n i s t r a t i v e  expense due to  the requ i rement  to  coo rd i n a t e  s e ve r a l  
hundred ac count s  in  o rde r  to  make one payment to  A laska  S t a t e  B u i l d i n g  A u t h o r i t y .  See a t t a ch ed  
f o r  a n a l y s i s .

P r e p a r e d  B y :  Rober t J .  L i n k .  D i r e c t o r  n .  - J X  P h o n e : ____A65-2250_______________
D i v i s i o n :  General S e r v i c e s  & Supply________   ̂ D a t e :  December 22, 1980

A p p r o v e d  b y  C o m m i s s i o n e r :  J o h n  M I December 1988
A g e n c y :  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 ________________________

D i s t r i b u t i o n  ( b y  p r e p a r e r ) :

L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r
O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t

I m p a c t e d  A g e n c y ( i e s )  P a g e  i  o f  2

Rev: 12/88



SB 154 (b) 
2/3/89

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

O p e r a t i n g  c o s t s  are b a s e d  on t he f o l l o w i n g  a s s u m p t i o n s :

P e r s o n a l  S e r v i c e s  cost: One perman e n t ,  f u l l t i m e  A c c o u n t i n g
T e c h n i c i a n  II, R a n g e  14, Step B t h r o u g h  F b a s e d  on c u r r e n t  
c o n t ract.

C o n t r a c t u a l :  E s t i m a t e d  cost of $ 5 , 0 0 0 . 0 0  for P r o f e s s i o n a l
S e r v i c e s  c o n t r a c t  for c o m p u t e r  p r o g r a m m i n g  in FY 90,
$ 2 , 0 0 0 . 0 0  f o r  s u p p o r t  e a c h  y e a r  t h e r e a f t e r .

S u p p lies: E s t i m a t e d  cost of paper, d e s k  s u p p l i e s  etc.,
m i n i m a l  i n c r e a s e s  each fiscal y e a r  in a n t i c i p a t i o n  of 
i n f l a t e d  costs.

E q u i p m e n t :  R e f l e c t s  p u r c h a s e  of C o m p a c  386, 20 m g z  c o m p u t e r ,
E G A  c o l o r  m o n itor , b o a r d s  to i n c r e a s e  m e m o r y  a n d  t o  h o o k  i n t o  
m a i n f r a m e  ( A S K A S ) , p r i n t e r  and b a s i c  s o f t w a r e .  C o s t s  a r e  
b a s e d  o n  c u r r e n t  state contract.

M i s c e l l a n e o u s :  E s t i m a t e d  cost o f  l o n g  d i s t a n c e  t e l e p h o n e
service. E s c a l a t e d  in t h i r d  a n d  f i f t h  f i s c a l  y e a r s  to c o v e r  
a n t i c i p a t e d  inflation.

f
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STATE OF ALASKA

1989 LEG ISLA TIV E SESSION
BILL V ER S IO N :

PUBLISH D A T E :

SB 154 ( c )2 / 3 / 8 9 ___
R E Q U E S T :

F I S C A L  N O T E

Rcmion Dale:-------------------       Agency Affated: Commerce & {-con. Op v .
Title: Master lease financing o f  equipment B R U . Ak. btate tildg. rtutn.

S p o n s o r : R u l e s  C o m m i t t e e
Requestor fiovernor

Com ponents

O P E R A T IN G F Y  89 F Y  9 0 F Y  91 F Y  9 2 F Y  9 3 F Y  94
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS. CLA IM S
MISCELLANBOUw

- 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

- 0 - , - 0 r _ _ - 0 - - 0 - - -

- u - - 0 - - 0 - - 0 - - 0 - - 0 -
T O T A L  O P E R A T IN G

C A P IT A L - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

R E  V E N U E - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

F U N D IN G :  (Thousands o f  D o lla rs )
GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

P O S I T I O N S :

FULL-TIME
PART-TIME
TEM PORARY

A N A L Y S I S  :  (Attach a separate page if  necessary)

Prepared b y : 
D iv is io n  : .

C o m m i s s i o n e r ' s  O f f i c e _________
D e p t ,  o f  C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t

Approved by CcZ ^ m :  Commissioner
Agency: D e p t .  o m so m m e rc e  & E c o n o m i c  D e v e l o p m e n t

D istribution (b y p rep arer) :
* Le g isla tive  Finance 

Le g isla tive  Sponsor 
Requestor
O ffice o f M anagement and Budget 
Impacted A gency(ies)

0080p

P h o n e : ,  
D a t e : -

4 6 5 - 2 5 0 0177777TW
D a t e :

1 2 / 2 7 / 1 9 8 8

page, of
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S T A T E  OF A LA S K A BILL VERSION: SB 15& M )

1989 L E G IS L A T IV E  SESS IO N  P U B L IS H  D A T E : _ 2 / V B Q

F I S C A L  N O T E
R E Q U E S T :

R ev is ion  D ate : _ _ ______________________________
T i t le : M a s t e r  L e a s e  F i n a n c i n g

S p o n s o r : R u l e s  C o m m i i i t e e
R eq u es to r : G o v e r n o r    __

Agency A ffected • Alaska State Building Auth. 

B R U : _________________________________________________

C om p o n e n ts : .

E X P E N D IT U R E S / R E V E N U E S ;  (Thousands o f  D o lla rs )
O P E R A T IN G F Y  89 EV  onmm /V P \ r  ft •r i  yi ri y 2 F Y  93 F Y  94

PERSONAL SERVICES t
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A  STRUCTURES 1
GRANTS. CLAIMS
MISCELLANEOUS
T O T A L  O P E R A T IN G - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

C A P IT A L

R E V E N U E

F U N D IN G :  (Thousands o f  P o l la n )
GENERALFUND 
FEDERAL FUNDS 
OTHER 
'|UTAIf - u - - u - - n - - 0 - - 0 -

P O S I T IO N S :
FULL-TIME
PART-TIME
TEMPORARY

A N A L Y S IS  :  (Attach a separate page if  necessary)

Prepared b y : - L y  n n . . W e g e n e r .
D iv is io n  : F i n a n c e  D e p a r  t/ m e n t .

A pproved by  C om m is s io n e r : T
A gen cy : A l a s k a  S t c y t ^ ' B u i l d i n q  A u t h o r i t y

D istribution (b y  p re p a re r ) :
L eg is la tive  Finance 
L eg is la tiv e  S p on so r 
Requestor
Office of  Management and Budget 
Impacted A gency(ies)

Ptinn/* • 5 6 2 - 2 8 1 3
D a ^ Z H Z H Z H

l W ^ 1 2 / 2 7 / 8 8
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