


Alaska State Legislature
SENATE

P.0. Box V
State Capitol
Juneau, Alaska 99811

Official Business

TO: Senator Arliss ~Sturgulewski, Chair

Senate Health, ucation & Social Services Committee
FROM: Senator Steve
RE: Senate Bill 2327~ University of Alaska Revenue Bonds
DATE: April 10, 1991

SB 232 would do two things: first, specifically authorize the
University to issue revenue bonds to finance the cost of a new student
supported recreation center in Fairbanks; and second, complete the
legislative authority given last year to the University to issue debt by
allowing them to pledge University revenues for the repayment of revenue
bonds.

The Student Recreation Center would augment the existing Patty
Center which was built for a student population one fifth of what it is
now. The new facility would contain basketball courts, a indoor soccer
field, a running track and a new weight room, among other things. The Rec
Center has been endorsed by the UAF student body including an increase in
student activity fees to pay for it. The increased student fees and facility
user fees will be sufficient to pay the debt service on the revenue bonds
sold to finance the construction.

Last year the legislature passed AS 14.40.040 (5) which allows the
University to issue debt. However, the statute does not contain specific
authorization for the university to pledge revenues for the repayment of
revenue bonds, nor does it expressly grant them the authority to issue
revenue bonds. Barring the language proposed in law, the investment
community will not purchase revenue bond issues of the University's.
Similar provisions in existing law can be found for Alaska Housing Finance
Corporation, the Alaska Energy Authority and the Alaska Industrial
Development & Export Authority.

Thank you for your consideration.
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SENATE BILL NO. 232
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY SENATOR FRANK

Introduced: 42/
Referred: HES, Finance

A BILL

FOR AN ACT ENTITLED

1 "An Act relating to revenue bonds issued by the University of Alaska and approving the
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issuance of revenue bonds for construction of a student recreation center at the University

of Alaska Fairbanks; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.40 is amended by adding a new section to read:

Sec. 14.40.254. UNIVERSITY REVENUE BONDS, (a) Subjectto AS 14.40.253, the board
may issue revenue bonds to pay the cost of acquiring, constructing, or equipping a facility that
the board determines is necessary.

(b) The board may enterinto an agreement witha trustee or bond owner for thepurpose
of securing payment of revenue bonds issued by the University of Alaska to acquire, construct,
or equip a facility that the board determines is necessary. The agreement may include the fixing
and collection of fees, charges, or rentals pledged to secure payment of the revenue bonds and
agreement regarding the use of the proceeds of the revenue bonds.

(c) The state pledges not tolimit or alterrights vestedin the Universityof Alaska tos *,
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1 fulfill the terms of a contract with revenue bond owners.

2 (d) The board may pledge revenue received by the University of Alaska as fees, charges,

or rentals in order to secure payment of the revenue bonds. A pledge of revenue received by the
4 University of Alaska is considered a perfected security interest and is validand binding from the
5 time the pledge is made. The pledge creates an immediate lien against propertypledged without
6 physical delivery or other act.

7 * Sec. 2. As required by AS 14.40.253, the Board of Regents of the University of Alaska is
8 authorized to issue revenue bonds of the University of Alaska in the principal sum not to exceed
9 $6,000,000 to pay the cost of acquiring, constructing, and equipping a student recreation center at the
10 University of Alaska Fairbanks.

11 ' Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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313 Gruenlng Building
Fairbanks, Alaska 89775-6300
(807)474-7711

(007) 474-5167 (FAX)

James F Lynch
Controller and A tociate Vico
President for Finance

University of Alaska

Statewide System of Higher Education

April 8, 1991

Mr. Rick Solie, Legilative Aid
O ffice of Senator Steve Frank
Alaska State Senate

P.O. Box V

Juneau, AK 9S811

Re: Senate B ill 232, University of Alaska Student Recreation
Center Revenue 3ond Authorization

Dear Rick;

This letter s in response to your request for information
regarding the student recreation center debt authorization
request.

In its narrowest sense, the b ill provides authorization to issue
revenue bonds for a specific project, the Fairbanks campus student
recreation center; ana in a broader sense it provides the
university with the ability topledge wuniversity receipts to

secure that debt or any debt issued under AS 14.40.253.

A student referendum was held in October 1990 at which the
Fairbanks studentbody approved a proposal for assessment of a
separate activity fee of $75 per semester for payment of debt
service to construct an indoor recreation center on campus. Based
on that statement of student commitment for the project, the Board
of Regents approved seeking legislative authorization to issue
revenue bonds for the recreation center. The university
administration is supportive of the project because of the
personal commitment by the students to pay for the facility and

its improvement in the quality of student Ilive on campus.
However, although the student commitment on a per student basis is
quite large, the revenue baseis relatively small for a project
this size. Depending on design and construction costs, the

project may have to be scaled down, or other revenue sources
pledged, in order to make the financing feasible and attractive to
underwriters, bond insurers and investors. D etails of the project

are enclosed.

The b ill also gives the wuniversity a broader base of revenue to
pledge as support for debt transactions. Historically, specific
revenues have beer, pledged to finance specific projects such as
housing fees for student housing, student fees for the Anchorage
recreation center, and power plant rent for plant construction.
Although specific pledging of project revenues keeps the issue
neat and tidy from an accounting perspective, it provides



considerably less security from the perspective of investors, bond
insurers and rating agencies. It results 1in higher 1interest
rates, higher bond 1issuance costs and restrictive covenants such
as debt service and renovation reserves, property and liability
insurance requirements, and environmental hazard indemnification.

In principle, a broader revenue base for support of a specified
debt, provides a more attractive debt instrument for 1investors.
This provision will put the university in a better position to
obtain more favorable rates, terms and conditions than merely
being forced to accept the dictates of bond 1insurers, racing
agencies and underwriters. For example, 1in structuring a debt
issue for a specialized service facility, such as the student
recreation center, the project fees may be adequate to pay the
actual debt service, but bond 1insurers, vrating agencies or the
market may require pledged fees to be 125 percent or 140 percent
of the estimated annual debt service. The minimal revenue pledge
may also require alternative terms and conditions to provide
comfort to the investor such as higher interest rates, large debt
service and renovation reserves, and a host of restrictions on
construction and operation of the facilities.

A broader revenue base will allow the university to put together
more sensible, flexible and saleable financing packages. For
instance, it may be able to pay the actual debt service with
project fees, but provide a critical margin of security to
investors by an additional pledge of other student fees; it may be
able to structure the debt over a shorter term 1if considered
necessary for market or debt policy reasons; it may be able to
structure ievel debt service payments or subsidize the student
contribution 1in early years, so as to take advantage of higher
student contributions resulting from a larger student population
and fee inflation in later years.

The university has 1issued very little long-term debt. Its loLal
FY91 debt service, including principal and interest payments, for
long-term debt 1is $2.7 million (approximately 1.3 percent of
unrestricted current fund revenues, which is extremely 1low) and
levels off at approximately $2 million 1in. FY94. The Board of
Regents 1is currently working on debt policy which will place
constraints on further debt 1issuances. Enclosed for vyour
information 1is a draft copy of the Regents®™ debt policy relating
to facilities and vreal property improvements, a copy of a
university Jlong-term debt service schedule and a copy of a
schedule of revenue bond debt comparison for several other states
which 1 received from Dan Kaplan of John Nuveen & Co. several

months ago.

-1f you have any questions or if 1 can be of any assistance, please
let me know,

Sincerely,



PETER ARGETSINGER
JUuLIUS J. BRECHT
CYNTHIA L. CARTLEOGE
RGOERT M. JOHNSON
BARBARA E. KISSNER
THOMAS C KLINKNER
ANDREW M. LEBO
BRADLEY C. MEYEN
JAMES A. SARAFIN
KENNETH E. VASSAR
ERIC E. WOHLFORTH

WOHLFORTH, ARG%MMNSON & BRECHT

ATTORNEYS AT LAW
900 WEST 57H AVENUE. SUITE 600
ANCHORAGE, ALASKA 99501

TELECOPY (007) 27CV&003

- CONEL

ROGER G. CONNOR

April 4, 1991

Mr. Rick Solie

Office of Senator Steve Frank
Alaska State Senate

P.O. Box V

Juneau, Alaska 99811

RE:  University of Alaska Legislative Bill
Our File Number 3120.0004

Dear Mr. Solie:

You have asked me to explain the technical reason for the Bill relating
to Bonds issued by the University of Alaska and approving the issuance of
Revenue Bonds for Construction of a Student Recreation Center at the University

in Fairbanks.

The bill is a necessary addition to the legislation passed last year
allowing the University to issue debt. The bill provides that the University may
enter into agreements securing bonds and that those agreements may provide for
the fixing and collecting of fees, rentals, or charges of the University to secure
bonds. The bill also gives the Board of Regents power to pledge revenues to
secure bonds.

The power to pledge revenues to secure bonds is an essential
element of the permission to issue revenue bonds. Revenue bonds are by nature
bonds secured only by the revenues of particular facilities. The existing permission
of the University to issue debt lacked the essential feature of the ability to pledge
revenues of the University to secure that debt. The proposed bill remedies that

omission.
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In addition, the bill contains a specific authorization for indebtedness
in respect of the student recreation center in Fairbanks.

If you desire further information, please contact me.
Very truly yours,

WOHLFORTH, ARGETSINGER, JOHNSON
& BRECHT

Eric E. Wohlforth

cc: Mr. James Lynch
University of Alaska, Fairbanks



Regents® Policy
05.01.09

Part V p M
Finance and Business Management

Chapter |1

Debt and Credit

A. Scope:

This policy applies to all external debt transactions of the
University.

3. Purpose:
The purpose of this policy is:

1. To maintain the creditworthiness of the University and
the state of Alaska;

2. To minimize the cost of capital for acquisition and
construction and/or leasing of facilities;

3. To provide guidelines for debt financing the acquisition
or construction of essential facilities and other real
property improvements; and

4. To provide guidelines for equipment financing and other
credit transactions.

C. Facilities and Real Property Improvements:

1. All facilities and other real property debt 1issuances
must be approved by the Board of Regents.

2. The University"s annual debt service, including any
proposed 1issue, shall not exceed 5% of the University"s

unrestricted revenues.

3. Refuiiuiiiy _r refinancing debt shall be issued only if it
results in a net present value savings, eliminates
restrictive covenants or provides other benefits which
can be clearly demonstrated.

4. Each debt issue, or homogeneous group of debt issues,
shall have a level or declining debt service schedule.

5. The final maturity for any new debt 1issues, excluding
refunding 1issues, shall shall not exceed 75% of the
useful life of the facility purchased or constructed

with the proceeds.



Regentsl Policy 05.01.09
Debt and Credit Policy

10.

11.

12.

13.

The final maturity for any refunding issues, excluding
interim or temporary financings, shall not exceed the
final maturity of the debt being refunded.

Debt proceeds not expended for direct acquisition or
financing costs in accordance with the expenditure plan
approved by the Board shall be used to defease or redeem
the related debt at the earliest allowed time.

Debt proceeds shall not be used to pay or reimburse
University departments or employees for the cost of
services or expenses unless such costs are directly
assignable to the project in accordance with the
expenditure plan approved by the Board,

The University shall -engage an external financial
advisor for each debt 1issueto prepare a letter of
comment and recommendation (including the type of
financing, call, security and credit enhancement
features, term, time and manner of sale, reasonableness
of costs and other terms and conditions) and evaluate at
the time of issuance the reasonablenessof interest
rates, underwriter fees, financing .costs, reserve
requirements and other related issues.

The University shall engage external bond counsel . for
each tax-exempt debt issue to perform all Services
customarily provided by Dbond counsel, including
preparation or review of all debt authorizing
resolutions and related documents and agreements.

The University shall use appropriate competitive
procedures for selection of financing consultants, bond
counsel, wunderwriters, trustees, bond insurance and for

sale of debt.

The University shall provide the state Bond Committee
notice of all debt issuances 60 days prior to planned
issuance, 1including a description of the project and
details of the financing plan.

The Commissioner of Revenue shall be invited to
participate in the organization and management of all
presentations to rating agencies and the preparation of
official statements.



FY91

FY92
FY93
FY94
FY95
FY96
FY97
FY98
FY99
FYCO
FYO1

FYO02
FY03
FYO4
FY05
FYO6
FYO7
FYO8
FYO09
FY10
FY11

FY12

Notes

992,276.08
993,176.00
2,072,215.02
475,285.80
475,435.80
191,935.80
191,935.80
191,935.80
191,935.80
191,935.80
191,935.80
191,935.80
191,935.80
191,935.80
191,935.80
191,935.80
191,935.80
191,935.80
191,935.80
191,935.80
131,935.80
159,932.12

8,239,293.70

University of Alaska
Total Debt Service Schedule
December 31, 1990

Revenue
Bonds

530,067.90
524,511.65
528,749.16
527,430.41
539,736.65
527,167.91
529,567.91
531,442.90
527,736.65
522.884.16
470,233.06
439,617.43
289,732.31
230,551.03
132,410.25
128,810.25
130,210.25

50,135.25

7,160.995.13

Leasehold
Obligations

1,144,607.50
1,139,720.00
1,137,820.00
940,170.00
1,178,505.00
1,171,002.50
1,170,077.50
1,160,510.00
1,162,027.50
1,159,075.00
1,156,365.00
658,535.00
656,858.75
657,450.00
654,957.50
654,005.00
654,115.00
650,312.50

$ 17,106,113.75

$

$

Certificates of
Participation

53,889.53
162,313.76
180,638.76
187,791.26
194,273.76
205,086.26
209,726.26
218,603.76
221,326.26
223,338.76
229,641.26
229.878.76
229,303.13
237,503.13
244,228.13
239,662.50
233,806.26
103,687.50

3,604.699.04

Total

2,720,841.01
2,657,407.73
3,738,784.18
1,942,886.21
2,193,677.45
1,890,106.21
1,891,581.21
1,083,888.70
1,881,699.95
1,873,894.96
1,818,533.86
1,290,088.23
1,138,526.86
1,079,936.83
979,303.55
974,751.05
976,261.05
892,383.55
191,935.80
191,935.80
191,935.80
159,932.12

$ 36,111,101.62
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Comparison of State General
Obligation and University Debt
(dollars in thousands)
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John VVosmek Architect

UAF ATHLETIC FACILITY DESIGN RECEIVES STUDENT
APPROVAL AND SUPPORT

John Vosmek Archirtect has recently completed preliminary plans and amodel of
a student recreation center for the campus of the University of Alaska -
Fairbanks. The design and model were used as informatioral meterials ina
sucoessful campaign o win student approval of a fee assessment o
service approximately $5,000,000 inbonds to support the project. Snow on
theground from October toMay and terperatures common 1y dropping t-40F
make indoor recreation space particularly inportant to tre quality of lifeand
recrurtment and retension on thiscampus.

The student recreation center will house the first increment of an indoor
running course and a multi-purpose space (to support three bedetiall,
temisorvollepall courts ar, with a roll-aut synthetic twrf, a multi—urpose
indoor field). Space for free weights and conditioning equipment, a
dance and aerobics area and support feclities for cross country skiing
arc included with recreational lodkers and changing rooms.  The design
also cefines addirtions toaccommodate an extended Indoor runniing course and
needed circulation and handicapped access improvements, which would
be accomplished wirth complementary state fus.

This step toward the binding of the feailitaes improvements ispartofanulti—
year effort to find funding altematves during theeconomic dowturm which
started in 1985-1986 inthe stateof Alaska.

Revisions updating an athletic fecilities master plan for the campus,
originally drafted in 1986, are aurrently being completed.

PROJECT SUMMARY

Project: Studentt Recreation Center %;ieldmse)
University of Alaska -Fai

Client: University of Alaska Fecilities Planning and Constr.

Constrr. Budget: approx. $4,000,000 ($6,600,000" lircir O/ aLesi)
Area: 55,700
Corpletion; Fall 1992 (@rliest)



University of Alaska

Student Recreation Center on Fairbanks Campus

Background

A self evaluation study in 1985 determined that the Physical Education

intramural, recreation and athletic program on the University of Alaska

Fairbanks campus has major constraints because of facility inadequacies.

N ationally recommended standards for recreational facilities show UAF

currently at a deficit of 30,000 square feet and project a deficit of

60,000 square feet by the year 2000.

A comprehensive master plan to aid the orderly implementation of both

the immediate and long term facilities for athletic and recreation needs

was developed in 1986, Last Fell, the master plan was revised to
prioritize the enhancement of student recreation and intramural

facilities in the moat cost-effective manner.

The proposed recreation center w ill be prim arily for student use. A

committee of student representatives w ill ensure the new facility ia

responsive to the recreational needs and interests of students.

Project Scope

It is the recommendation of the Department of Athlef'cs and Campus
Recreation that a new all-weather multipurpose facx__-y (est. 40,000

square feet) be built adjacent to the hockey arena that would include an

elevated indoor jogging crack (8 laps to a mile) and a synthetic playing

surface which would consist of three (3) basketball courts. Any one of

the courts could accommodate the following activities; volleyball,

badminton, tennis, soccer, dance, or free play, A portable mesh netting
would separate each court. With the threo courts covered with

artificial turf, It would ba used for soccer, softball, and flag



football. On the second floor, along with a jogging track, w ill be i
weight and conditioning area. |In the future, a connection of the

Student Recreation Center to the existing Patty Canter w ilt be built

to complete the project.

Funding

A student petition, with over four hundred signatures, was presented to
the UAF Administration in December of 1989, asking for a referendum on
the proposed project. The petition proposed that funding for design and
construction of the Student Recreation Center come from the sale of
revenue bonds to be amortized over the twenty years by an increase in

student activity fees. The referendum wee approved by student vote on

October 25, 1990.

At it's meeting on February 21-22, 1991, the Board of Regents approved
the funding concept for the facility on the Fairbanks Campus and
authorized the University Administration to requaet the legislature
enact legislation authorizing the University of Alaska to issue tax
exempt revenue bonds, certificate of participation, or other financing
instruments for the construction of the facility. Further, the Board of
Regents motion included the authorization to initiate action to secure
interim and permanent financing and construction of the facility at a

cost of approximately $5.9 miillion, inclusive of cost of debt issuance

and financing reserves.



vV fiAPT

January 21, 1991

FINANCIAL STATEMENT FOR
UAF STUDENT RECREATION CENTER

Construction Estimate 1/16/91 $4,076,863
Total Project Cost Estimate $5,435,817
Rounded $5.5 Million

UAF Enrollment Figures:

A $75/semester additional activity fee would be charged to students carrying
eight (8) or more credits.

Spring 1990 < 3,437students
Fall 1991 « 3,763Students(before drop/add)

For estimating purposes, we used 3,600 students with 8 or more credit hours:

3,600 students X $150/year - $540,000/year fee income,

OPTION 1
Use student fees topay off debt over twenty years

Annual debt service(20 yrs) for 5,500,000 (3 7.5% interest - $539,511/per yr.

OPTION 2

Request state fAn”ncing assistance for $2.5 million and reduce the debt to ten

(10) years,
$3,000,000 X. Student Financed Debt
$2,500,000 N. State Appropriation
$5,500,000 T'qtal Project Coat

Annual debt service (10 yrs) for $37000,000 @ 7.5% interest « $437,058;per yr.

(This could produce approximately $100700/yr cushion against declining
enrollments of unfunded operating costs ch: early debt retirement).

NOTE: This option requires amending the FY92 Capital Request.





