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HOUSE CONCURRENT RESOLUTION NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE FINANCE COMMITTEE

Introduced:
Referred:

A RESOLUTION
Suspending Uniform Rules 24(c), 35, 41(b), and 42(e) of the Alaska State
Legislature concerning Senate Bill No. 247, relating to state leases and to state

lease-purchase and lease-financing agreements.

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

That under Rule 54 of the Uniform Rules of the Alaska State Legislature, the
provisions of Rules 24(c), 35,41(b), and 42(e) of the Uniform Rules, regarding changes to the
title of a bill, are suspended in consideration of Senate Bill No. 247, so that the title is "An
Act making subject to prior legislative approval contracts entered into or renewed by the
executive branch of state government, the legislative council, the Alaska Court System, and,
with certain exceptions, the University of Alaska for the lease of real property if the lease has
an annual rent payable that is anticipated to exceed $500,000 or has total payments that
exceed $2,500,000 for the term of the lease, including any renewal options that are defined
in the lease; prohibiting these entities from entering into or renewing a lease of real property
if any or 14 renewal periods in the lease exceed the original term of the lease; making subject
to prior legislative approval lease-purchase agreements that may be entered into by these
entities to acquire real property, other than lease-purchase agreements to refinance outstanding
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HOUSE CONCURRENT RESOLUTION NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA

eighteenth legislature -second session

BY

Introduced:
Referred:

A RESOLUTION
Suspending Uniforw Rules 24(c), 35, 41(b), and 42(e) of the Alaska State
Legislature concerning Senate Bill No. 247, relating to state leases and to state

lease-purchase and lease-flnancing agreements.

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

That under Rule 54 of the Uniform Rules of the Alaska State Legislature, the
provisions of Rules 24(c), 35, 41(b), and 42(e) of the Uniform Rules, regarding changes to the
title of a bill, are susoended in consideration of Senate Bill No. 247, so that the title is "An
Act making subject to prior legislative approval contracts entered into or renewed by the
executive branch of state government, the legislative council, the Alaska Court System, and,
with certain exceptions, the University of Alaska for the lease of real property if the lease has
an annual rent payable that is anticipated to exceed $500,000 or has total payments that
exceed $2,500,000 for the term of the lease, including any renewal options that are defined
in the lease; prohibiting these entities from entering into or renewing a lease of real property
if any or all renewal periods in the lease exceed the original term of thw lease; making subject
to prior legislative approval lease-purchase agreements that may be entered into by these

entities to acquire real property, other than lease-purchase agreements to refinance outstanding
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balances on existing lease-purchase agreements and lease-purchase agreements secured by
University of Alaska student fees and university receipts; authorizing these entities to enter
into lease-purchase agreements only in the capacity of lessee under the proposed lease-
purchase agreement; defining procedures that these entities must follow when considering
whether or not to enter into lease-purchase agreements, and setting limits on the duration of

these agreements; providing definitions for applicable terms; and providing for an effective
date." \j 1 o acm_ flufkcA"ft
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Amendment to SB247

Page 6, line 25 add after "renewal®p™or™ h

except, the Board of Regents' may, when leases are to be paid for
with federal grant funds, recovery of indirect costs of university
activities, or other university receipts as defined by AS |14.40.491.
and the grant or other commitment is firm for two Y€alS.0N IESS,
enter into a lease with an initial term equal to the term of the firm
commitment, and with optional renewal periods for up to_fiye_ veais.

The University of Alaska frequently receives federal or other
contracts for one to two year firm commitmeiits with the

government reserving the possibility of further extension of the
grant if they like the initial results, etc. Some one year commitments

have run 6 years in the past. If the government renews its
commitment, they anticipate continuity, not down time for an interm
move or relocation. Under these circumstances, the university bids

space on a one year fir: with five one year renewal options, with
rent increases tightly controlled.



A MENDWMENT \

By Rep. MacLean

Page 8, line 23
Delete : "is repealed.”
Insert; "and sec. 2, ch. 92, SLA 1986 are repealed.”

TnU u
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HOUSE CS FOR CS FOR SENATE BILL NO. 247(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE FINANCE COMMITTEE

OTered:
Rc "erred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE LEGISLATIVE BUDGET AND
AUDIT COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act making subject to prior legislative approval contracts entered into or
renewed by the executive branch of state government, the legislative council, the
Alaska Court System, and the University of Alaska for the lease of real property
if the leasehas an annual rentpayable that is anticipated to exceed $500,000
or has total payments that exceed $2,500,000 for the term of the lease, including
any renewal options that are defined in the lease; prohibiting these entities from
entering into or renewing a lease of real property if any or all renewal periods
in the lease exceed the original term of thelease; making subject to prior
legislative approval lease-purchase agreements that may be entered into by these
entities tc acquire real property, other than lease-purchase agreements to refinance
outstanding balances on existing lease-purchase  agreementsand lease-purchase

agreements secured by University of Alaska student fees and university receipts;

1- HCS CSSB 247(FIN)
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authorizing these entities to enter into lease-purchase agreements only in the

capacity of lessee under the proposed lease-purchase agreement; defining

procedures that these entities must follow when considering whether or not to

enter into lease-purchase agreements, anil setting limits on the duration of these

agreements; providing definitions for applicable terms; and providing for an

effective date."

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

* Section L AS 14.40.040 is amended to read:
Sec. 14.40.040. GENERAL POWERS OF THE UNIVERSITY. There is

created and established a corporation to be called the University of Alaska. It may in

that name

(1) sue and be sued;

(2) receive and hold real and personal property;

(3) contract and be contracted with; a contract entered into bv the
University of Alaska for the

(A) rent or lease of premises for use and occupancy bv the

University of Alaska is subject to AS 36.30.030(c):

(B) acquisition of property bv a lease-purchase or lease-

financing agreement for the benefit of the University of Alaska is subject
to AS 36.30.085;

(4)
(5)

adopt, use, and alter a corporate seal;
borrow money, issue debt, or enter into long-term obligations [,]for

the purchase of facilities, goods, or services; the obligations may secure, in whole or

in pan, debt issued by another pany;

(6)

do and have done all matters necessary for the purpose of any

function set out in this chapter.

* Sec. 2. AS 22.05.025(a) is amended to read:
(@) The[SUBJECT TO AS 36.30.080, THE] supreme court has authority over

(1) all matters relating to the

HCS CSSB 247(FIN)
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{A) [PLANNING, DESIGN, CONSTRUCTION,] maintenance,

occupancy, [LEASING,] and operation of all court facilities”.
(B) rent or lease of facilities for court system purposes,

subject to AS 36.30.080(c); and

(©) acquisition of facilities for court system purposes bv
lease-purchase or lease-financing agreements, subject to AS 36.30.085: and
(2) the planning. deJgn. and construction of court facilities but, in
the exercise of its authority under this paragraph, the supreme court shall
cooperate and coordinate with the Department of Transportation and Public Facilities
so that court facility construction projects are carried out in accordance with the

statutes and regulations applicable to state pubhc works projects.

* Sec. 3. AS 24.20.060 is amended to read:

Sec. 24.20.060. POWERS. The legislative council has the power

(1) to organize and adopt rules for the conduct of its business;

(2) to hold public hearings, administer oaths, issue subpoenas, compel
the attendance of witnesses and production of papers, books, accounts, documents, and
testimony, and to have the deposition of witnesses taken in a manner prescribed by
court rule or law for taking depositions in civil actions when consistent with the
powers and duties assigned to the council by AS 24.20.010 - 24.20.140;

(3) to call upon all state officials, agencies, and institutions to give full
cooperation to the council and its executive director by collecting and furnishing
information, conducting studies, and making recommendations;

(4) in addition to providing the administrative services required for the
operation of the legislative branch,

(A) to provide the technical staff assistance in research,
reporting, drafting, and counseling requested by standing, interim, and special
committees and spot research and drafting services for individual members in
conformity with law and legislative rules;

(B) to conduct a continuing program for the revision and
publication of the acts of the legislature;

(O to execute a program for the oversight of the administration

3- HCS CSSB 247(FIN)
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and construction of laws by state agencies and the courts through regulations,
opinions* and rulings;

(D) to operate and maintain the state legislative reference
library;

(E) to do all things necessary to carry out legislative directives
and law, and the duties set out in the uniform rules of the legislature;

(F) to sue in the name of the legislature during the interim
between sessions if authorized by majority vote of the full membership of the
council:

(5) to exercise control and direction over all legislative space, supplies,
and equipment and permanent legislative help between legislative sessions; the
exercise of control over legislative space is subject to AS 36.30.080(c) if the
exercise involves the rent or lease of facilities, and to AS 3630.085 if the exercise
involves the acquisition of facilities bv lease-purchase or lease-financing
agreement;

(6) to produce, publish, distribute, and to contract for the printing of
reports, memoranda, and other materials it finds necessary to the accomplishment of
its work;

(7) to take appropriate action for the preconvening and post-session
work of each legislauve session including the employment one week in advance of
each session of not more than 10 temporary legislative employees; the continuing
employment of the temporary legislative employees is subject to legislative approval
when the session convenes;

(8) to establish a legislative internship program on a cooperative basis
with the University of Alaska that will provide for the assignment of interns to
standing committees of each house of die legislature during regular sessions of the
legislature” [] and

(9) to establish reasonable fees for services and materials provided by
the Legislative Affairs Agency to entities outside of the legislative branch of state
government and charges for collecting the fees; all fees and charges collected under

this paragraph shall be deposited into the general fund.

HCS CSSB 247(FIN) 4-
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* Sec. 4. AS 36.30.020 is amended to read:

Sec. 36.30.020. LEGISLATURE. The Legislative Council shall adopt and
publish procedures to govern the procurement of supplies, services, professional
services, and construction by the legislative branch. The procedures must be based on
the competitive principles consistent with this chapter and must be adapted to the
special needs of the legislative branch as determined by the Legislative Council. The
procedures must be consistent with the provisions of AS 36.30.080(c) - (e) and
36.30 °15 [AS 36.30.080(b) - (e)].

* Sec. 5. AS 36.30.030 is amended to read:

Sec. 36.30.030. COURT SYSTEM. The administrative director of courts shall
adopt and publish procedures to govern the procurement of supplies, services,
professional services, and construction by the judicial branch. The procedures must
be based on the competitive principles consistent with this chapter and must be adapted
to the special needs of the judicial branch as determined by the administrative director
of courts. The procedures must be consistent with the provisions of AS 36.30.080(c) -
(e) and 36.30.085 [AS 36.30.080(b) - (c)].

* Sec. 6. AS 36.30.080(c) is amended to mad:

(c) If the department, the Board of Resents of the University of Alaska, the
legislative council [BRANCH], or the supreme court [JUDICIAL BRANCH] intends
to enter into or renew a lease of real property with an annual rent to the department,
University of Alaska, legislative council [BRANCH], or supreme court [JUDICIAL
BRANCH] that is anticipated to exceed $500.000 [$1,000,000], or with total lease
payments that exceed $2.500.000 [$10,000,000] for the full term of the lease,
including anv renewal options that are defined in the lease, the department, the
Board of Regents, the legislative council [BRANCH], or supreme court [JUDICIAL
BRANCH] shall provide notice to the legislature. [IF THE DEPARTMENT,
LEGISLATIVE BRANCH, OR JUDICIAL BRANCH INTENDS TO ENTER INTO
OR RENEW A LEASE-PURCHASE OR LEASE-FINANCING AGREEMENT FOR
REAL PROPERTY, OTHER THAN (1) AN AGREEMENT RELATED TO THE
REFINANCING OF AN OUTSTANDING BALANCE OWING OR (2) A
LEASE-PURCHASE OR LEASE-FINANCING AGREEMENT BY THE

5- HCS CSSB 247(FIN)
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UNIVERSITY OF ALASKA THAT IS SECURED BY STUDENT FEES OR
UNIVERSITY RECEIPTS AS DEFINED IN AS 14.40.491, THAT HAS ANNUAL
LEASE PAYMENTS OF LESS THAN $1,000,000, AND FOR WHICH THE TOTAL
LEASE PAYMENTS FOR THE FULL TERM WILL NOT EXCEED $10,000,000,
THE DEPARTMENT, LEGISLATIVE BRANCH, OR JUDICIAL BRANCH SHALL
PROVIDE NOTICE TO THE LEGISLATURE.] The notice must include the
anticipated annual lease obligation amount [, THE ANTICIPATED TOTAL
CONSTRUCTION, ACQUISITION, OR OTHER COSTS OF THE PROJECT,] and
the total lease payments for the full term of the lease [, IF THE AGREEMENT IS A
LEASE-PURCHASE OR LEASE-FINANCING AGREEMENT, OR IF THE
AGREEMENT IS A LEASE OTHER THAN A LEASE-PURCHASE OR
LEASE-FINANCING AGREEMENT AND THE TOTAL LEASE PAYMENTS FOR
THE FULL TERM OF THE LEASE EXCEED $10,000,000]. The department, the
Board of Regents, the legislative council, and the supreme court may not enter into

or renew a lease of real property

(1) [AN AGREEMENT] requiring notice under this subsection

the proposed lease or renewal of a lease [PROJECT] has been approved by the
legislature bv law; an [. AN] appropriation for the rent payable during the initial
period of the lease or the initial period of lease renewal [PROJECT] constitutes
approval of the proposed lease or renewal of a lease [PROJECT] for purposes of this
paragraph [SUBSECTION”

J2), [ THE DEPARTMENT MAY NOT ENTER INTO AN
AGREEMENT] under this subsection if the total of all optional renewal periods
provided for in [PERIOD ALLOWED UNDER] the lease [AGREEMENT] exceeds
the original term of the lease exclusive of the total period of all renewal options

[TWO YEARS. IN THIS SUBSECTION, "TERM" INCLUDES DEFINED
RENEWAL OPTIONS].

¢ Sec. 7. AS 36.%0 is amended by adding a new section to read:

Sec. 36.30.085. LEASE-PURCHASE AGREEMENTS, (a) To perform its
duties and statutory functions, the department, the Board of Regents of the University

of Alaska, the legislative council, or the supreme court may enter into lease-purchase

HCS CSSB 247(FIN) -6-
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agreements. The department, the Board of Regents, thelegislative council,  orthe
supreme court may enter into a lease-purchase agreement only if thedepartment, the
Board of Regents, the legislative council, or the supreme courtis the lessee under the
agreement.

(b) When evaluating proposals to acquire real property under a lease-purchase
agreement, the department, the Board of Regents, the legislative council, or the
supreme court shall consider

(1) in addition to lease costs, the life cycle costs, function, indoor
environment, public convenience, planning, design, appearance, and location of the real
property proposed for acquisition; and

(2) whether acquisition of the real property by lease-purchase
agreement is likely to be the least costly means to provide the space.

(c) A lease-purchase agreement

(1) may not provide for a perod of occupancy under the full term of
the lease-purchase agreement that is greater than 40 years;

(2) must provide that lease payments made by the department, the
Board of Regents, the legislative council, or the supreme court are subject to annual
appropriation.

(d) If the department, Board of Regents, legislative council, or supreme court
intends to enter into or renew a lease-purchase agreement for real property, the
department, Board of Regents, legislative council, or supreme court shall provide
notice to the legislature. The notice must include the

(1) anticipated total construction, acquisition, or other costs of the
project;

(2) anticipated annual amount of the rental obligation; and

(3) total lease payments for the full term of the lease-purchase
agreement.

(e) The department, the Board of Regents, the legislative council, or the
supreme court may not enter into a lease-purchase agreement to acquire real property
unless the agreement has been approved by the legislature by law.

(f) The provisions of (d) and (e) of this section do not apply to a lease-

7- HCS CSSB 247(FIN)
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purchase agreement

(1) related to the refinancing of an outstanding balance owing on an
existing lease-purchase agreement; or

(2) by the University of Alaska if the lease-purchase agreement is
secured by student fees or university receipts as defined in AS 14.40.491.

(g) In this section,

(1) "full term of the lease-purchase agreement" includes all renewal
options that are defined within the lease-purchase agreement;
(2) "lease-purchase agreement” includes a lease-financing agreement.

* Sec. 8. AS 36.30.850(b)(5) is amended to read:

(5) acquisitions or disposals of real property or interest in real pr
except as provided in AS 36.30.080 and 3630.085:

* Sec. 9. AS 36.30.850(c) is amended to read:

(c) Except for AS 36.30.085 and 36.30.700 - 36.30.790 [AS 36.30.700 -
36.30.790], this chapter does not apply to contracts between two or more agencies, the
state and its political subdivisions, or the state and other governments.

* Sec. 10. AS 38.05.030 is amended by adding a new subsection to read:

(g) This chapter does not authorize the commissioner or any employee of the
department to acquire title to real property through the use of lease-purchase
agreements or le™c financing agreements in which the department is the lessor. For
purposes of this section, "lease-purchase agreement” and "lease-financing agreement"
have the meanings given those terms in AS 36.30.990.

* Sec. 11. AS 36.30.080(b) is repealed.

* Sec. 12. APPLICABILITY TO ALASKA COURT SYSTEM AND DEPARTMENT OF
NATURAL RESOURCES, (a) Notwithstanding the amendments of AS 22.05.025(a) made
by sec. 2 of this Act, AS 36.30.030 made by sec. 5 of this Act, and AS 36.30.080(c) made
by sec. 6 of this Act, the addition of AS 36.30.085 made by sec. 7 of this Act, and the repeal
of AS 36.30.080(b) made by sec. 11 of this Act, after the effective date of this section and
until December 31, 1994, the Alaska Supreme Court may continue to enter into lease-purchase
or lease-financing agreements for the judicial branch under the provisions of AS 22.05.025(a),
AS 36.30.030, 36.30.080(b), and 36.30.080(c) as they read before their amendment or repeal

HCS CSSB 247(FIN) -8-
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by this Act.
(b) Notwithstanding the amendments of AS 36.30.080(c) made by sec. 6 of this Act,

AS 36.30.850(b)(5) made by sec. 8 of this Act, and AS 36.30.850(c) made by sec. 9 of this
Act, the addidon of AS 36.30.085 made by sec. 7 of this Act and of AS 38.05.030(g) made
by sec. 10 of this Act, and the repeal of AS 36.30.080(b) made by sec. 11 of this Act, after
the effective date of this section and until December 31, 1994, the Department of Natural
Resources may continue to enter into lease-purchase or lease-financing agreements under the
provisions of AS 36.30.080(b), 36.30.080(c), 36.30.850(b)(5), 36.30.850(c), and AS 38.05 as
they read before their amendment or repeal by this Act, but only if the Department of Natural
Resources is the lessor of the property and the judicial branch is lessee.

* Sec. 13. This Act takes effect immediately under AS 01.10.070(c).

9- HCS CSSB 247(FIN)
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Scace Housing Auchoricy or vteh a local govemmenc wutilizing municipal

* < . -
revenue bond* 0 N ‘ovlde che space necessary for a Fairbanks courc facili-

cv; and
(3) cocrdinace space acquisition in Fairbanks wich ocher scace
agencies.
* Sec.2. The supreme courc aay encer inco a lease-purchaseagreement

noc cn e:xceed a coat of S$S29.900.000 for conscruccion and all ocher relaced
coses of a courc facilicy in Fairbanks, if

<1) a private licenaed day-care facilicy for che use of enploy-
ees, Jurors, witnesses and che public is included In che project, and che
space .s renced co che private licensed day-care provider ac a market race:
id

(2) 15 percent of parking spaces for che courc facilicy are

reserved for che public.

-1- IICS CSSD 3?i5(Jud) an H



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(907) 465-3867 or 465-2450

FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105
MEMORANDUM April 20, 1994
SUBJECT: HCS CSSB 247 (Finance) (Work Order No. 8-LS1447\M)
TO: Representative Ron Larson, Co-Chair

Representative Eileen MacLean, Co-Chair
House Finance Committee
ATTN: Lougj

FROM: Jack Chenowe
Legislative Co

This draft incorporates only the committee-adopted amendment # 2 and incorporates
it at a place difc:rent from where the committee’s instructions specified. Since the
exception mad by amendment # 2 only applies to activity by the Board of Regents
of the U. ive’ 1y of Alaska, I slipped it in to the bill’ section 1.

The excepiiun described in the amendment was not a model of clarity. For example,
| have no idea what is involved in a "firm commitment." The suggested text of the
amendment mentioned "grant or other commitment”--implying a different meaning
for the word commitment-but the explanatory statement mentioned only "federal or
other contracts"; since "contract" has a clearer meaning, | opted to substitute it.
"University receipts" covers "recovery of indirect costs,” so | used only the "university
receipts” reference. Things paid for from university receipts would not seem to me
to have a "firm commitment" period, so | had to make adjustments to take that into
consideration. Someone who better understands where the University is going with
this needs to review my language to determine whether or not | am on target.

On reflection, 1am satisfied that both amendments - amendment # 1 terminating
a prior approved project and this amendment - require a bill title change. The
content of the new exception made by this amendment # 2 is not now covered by the
current bill title. The title should incorporate, on page 1, line 3, after "and", the
additional words ", with certain exceptions,”. Amendment # 1 was included in an
earlier draft of the bill with appropriate title language, but was removed early ir the
history of the measure’s consideration. Per your instruction, I am holding on
amendment # 1 and would also ask guidance on how to handle the title change
necessitated by the addition of this amendment.

JBC:pl
94-326.pIm

Enclosure
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8-LS1447\M "
Chcnoweth
4/20/94

HOUSE CS FOR CS FOR SENATE BILL NO. 247(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE LEGISLATIVE BUDGET AND
AUDIT COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act making subject to prior legislative approval contracts entered into or
renewed by the executive branch of state government, the legislative council, the
Alaska Court System, and the University of Alaska for the lease of real property
if the lease has an annual rent payable that is anticipated to exceed $500,000
or has total payments that exceed $2,500,000 for the term of the lease, including
any renewal options that are defined in the lease; prohibiting these entities from
entering into or renewing a lease of real property if any or all renewal periods
in the lease exceed the original term of the lease; making subject to prior
legislative approval lease-purchase agreements that may be entered into by these
entities to acquire real property, other than lease-purchase agreements to refinance
outstanding balances on existing leasepurchase agreements and lease-purchase

agreements secured by University of Alaska student fees and university receipts;

-1- HCS CSSB 247(FIN)
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authorizing these entities to enter into leasepurchase agreements only in the
capacity of lessee under the proposed lease-purchase agreen. nt? defining
procedures that these entities must follow when considering whether or not to
enter into lease-purchase agreements, and setting limits on the duration of these
agreements; providing definitions for applicable terms; and providing for an

effective date."

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

* Section 1. AS 14.40.040 is amended to read:
Sec. 14.40.040. GENERAL POWERS OF THE UNIVERSITY. There is
created and est blished a corporation to be called the University of Alaska. It may in

that name

(1) sue and be sued;

(2) receive and hold real and personal property;

(3) contract and be cor*acted vr'h; a contract entered into bv the
University of Alaska for the

A rent or lease of premises for use and occupancy bv
University of Alaska is subject to AS 36.30.080(c): however,
notwithstanding the limitation imposed bv AS 36.30.080(c)(2). the Board
of Regents of the University of Alaska
() may enter into a lease with a term described in (ii)
of this subparagraph if the rent under the le"se will be paid solely
from a grant or contract made bv the federal government or an
agency of the federal government, and the grant or contract
contains a firm commitment of not more than two years, or if the
rent payable under the lease will be paid solely from university
receipts as that term is defined in AS 14.40.491; and
(if) when authorized bv (i) of this subparagraph, may
enter into a lease with an initial term equal to the period of the

firm commitment of the grant or contract, or with an initial term

HCS CSSB 247(FIN) 2-
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not to exceed two years when the rent is payable from university
receipts; the lease may contain one or more rational renewal
periods, but the total cf all optional renewal periods may not exceed
an additional five years;
(BL acquisition of property bv a lease-purchase or lease-
financing agreement for ™ benefit of the University of Alaska is subject
to AS 36.30.085;

(4) adopt, use, and alter a corporate seal,

(5) borrow money, issue debt, or enter into long-term obligations [,] for
the purchase of facilities, goods, or services; the obligations may secure, in whole or
In part, debt issued by another party;

(6) do and have done all matters necessary for the purpose of any
function set out in this chapter.

*Sec. 2. AS 22.05.025(a) is amended to read:
(@) The [SUBJECT TO AS 36.30.080, THE] supreme court has authority over

(1) all matters relating to the

(A) [PLANNING, DESIGN, CONSTRUCTION,] maintenance,
occupancy, [LEASING,] and operation of all court facilities!

(B) rent or lease of facilities for court system purposes,
subject to AS 36.30.080(c); and

(C) acquisition of facilities for court system purposes bv
lease-purchase or lease-financing agreements, subject to AS 36.30.085; and

(2) the planning, design, and construction of court facilities but, in
the exercise of its authority under this paragraph, the supreme court shall
cooperate and coordinate with the Department of Transportation and Public Facilities
so that court facility construction projects are carried out in accordance with the
statutes and regulations applicable to state public works projects.

* Sec. 3. AS 24.20.060 is amended to read:
Sec. 24.20.060. POWERS. The legislative council has the power
(1) to organize and adopt rules for the conduct of its business;

(2) to hold public hearings, administer oaths, issue subpoenas, compel

3- HCS CSSB 247(FIN)

New Text Underlined [DELETED TEXT BRACKETED]



© 0O N o o BB W N

w w N N N N N N N N N N — — —_ —_ —_ — [EE [ —_ —
— D O oo ~N o O B~ w N ol o © oo ~ D ol B~ w N - o

WORK DRAFT WORK DRAFT WORK DRAFT

the attendance of witnesses and production of papers, books, accounts, documents, and
testimony, and to have the deposition of witnesses taken in a manner prescribed by
court rule or law for taking depositions in civil actions when consistent with the
powers and duties assigned to the council by AS 24.20.010 - 24.20.140;

(3) to call upon all state officials, agencies, and institutions to give full
cooperation to the council and its executive director by collecting and furnishing
information, conducting studies, and making recommendations;

(4) in addition to providing the administrative services required for the
operation of the legislative branch,

(A) to provide the technical staff assistance in research,
reporti :g, drafting, and counseling requested by standing, interim, and special
committees and spot research and drafting services for individual members in
conformity with law and legislative rules;

(B) to conduct a continuing program for the revision and
publication of the acts of the legislature;

(C) to execute a program for the oversight of the administration
and construction of laws by state agencies and the courts through regulations,
opinionsAand rulings;

(D) to operate and maintain the state legislative reference
library;

(E) to do all things necessary to carry out legislative directives
and law, and the duties set out in the uniform rules of the legislature;

(F) to sue in the name of the legislature during the interim
between sessions if authorized by majority vote of the full membership of the
council;

(5) to exercise control and direction over all legislative space, supplies,
and equipment and permanent legislative help between legislative sessions; the
exercise of control over legislative space is subject to AS 36.30.080(c) if the
exercise involves the rent or lease of facilities, anti to AS 36.30.085 if the exercise
involves the acquisition of facilities bv lease-purchase or lease-financing

agreement;

HCS CSSB 247(FIN) 4
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(6) to produce, publish, distribute, and to contract for the printing of
reports, memoranda, and other materials it finds necessary to the accomplishment of
its work;

(7) to take appropriate action for the preconvening and post-session
work of each legislative session including the employment one week in advance of
each session of not more than 10 temporary legislative employees; the continuing
employment of the temporary legislative employees is subject to legislative approval
when the session convenes;

(8) to establish a legislative internship program on a cooperative basis
with the University of Alaska that will provide for the assignment of interns to
standing committees of each house of the legislature during regular sessions of the
legislature”™. [,] and

(9) to establish reasonable r'ees for services and materials provided by
the Legislative Affairs Agency to entitie: outside of the legislative branch of state
government and charges for collecting the fees; all fees and charges collected under

this paragraph shall be deposited into the general fund.

* Sec. 4. AS 36.30.020 is amended to read:

Sec. 36.30.020. LEGISLATURE. The Legislative Council shall adopt and
publish procedures to govern the procurement of supplies, services, professional
services, and construction by the legislative branch. The procedures must be based on
the competitive principles consistent with this chapter and must be adapted to the
special needs of the legislative branch as determined by the Legislative Council. The
procedures must be consistent with the provisions of AS 36.30.080(c) - (e) and
36.30.085 [AS 36.30.080(b) - (e)J.

* Sec. 5. AS 36.30.030 is amended to read:

Sec. 36.30.030. COURT SYSTEM. The administrative director of courts shall
adopt and publish procedures to govern the procurement of supplies, services,
professional services, and construction by the judicial branch. The procedures must
be based on the competitive principles consistent with this chapter and must be adapted
to the special needs of the judicial branch as determined by the administrative director

of courts. The procedures must be consistent with the provisions of AS 36.30.080(c) -
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(e) and 36.30.085 [AS 36.30.080(b) - (c)].
* Sec. 6. AS 36.30.080(c) is amended to read:

© o0 N o g b W PO
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24

26
27
28
29
30
31

(c) If the department, the Board of Regents of the University of Alaska, the

legislative counc’i [bBRANCH], or the supreme court [JUDICIAL BRANCH] intends
to enter into or renew a lease of real property with an aunual rent to the department,
University of Alaska, legislative council [BRANCH], or supreme court [JUDICIAL
BRANCH] that is anticipated to exceed $500,000 [$1,000,000], or with total lease
payments that exceed $2,500,000 [$10,000,000] for the full term of the lease,
including any renewal options that are defined in the lease, the department, the
Board of Regents, the legislative council [BRANCH], or supreme court [JUDICIAL
BRANCH] shall provide notice to the legislature. [IF THE DEPARTMENT,
LEGISLATIVE BRANCH, OR JUDICIAL BRANCH INTENDS TO ENTER INTO
OR RENEW A LEt. SE-PURCHASE OP LEASE-FINANCING AGREEMENT FOR
REAL PROPERTY, OTHER THAN (1) AN AGREEMENT RELATED TO THE
REFINANCING OF AN OUTSTANDING BALANCE OWING OR (2) A
LEASE-PURCHASE OR LEASE-FINANCING AGREEMENT BY THE
UNIVERSITY OF ALASKA THAT IS SECURED BY STUDENT FEES OR
UNIVERSITY RECEIPTS AS DEFINED IN AS 14.40.491, THAT HAS ANNUAL
LEASE PAYMENTS OF LES!. THAN $1,000,000, AND FOR WHICH THE TOTAL
LEASE PAYMENTS FOR THE FULL TERM WILL NOT EXCEED $10,000,000,
THE DEPARTMENT, LEGISLATIVE BRANCH, OR JUDICIAL BRANCH SHALL
PROVIDE NOTICE TO THE LEGISLATURE.] The notice must include the
anticipated annual lease obligation amount [ THE ANTICIPATED TOTAL
CONSTRUCTION, ACQUISITION, OR OTHER COSTS OF THE PROJECT,] and
the total lease payments for the full term of the lease [, IF THE AGREEMENT IS A
LEASE-PURCHASE OR LEASE-FINANCING AGREEMENT, OR IF THE
AGREEMENT IS A LEASE OTHER THAN A LEASE-PURCHASE OR
LEASE-FINANCING AGREEMENT AND THE TOTAL LEASE PAYMENTS FOR
THE FULL TERM OF THE LEASE EXCEED $10,000,000]. The department, the
Board of Regents, the legislative council, and the supreme court may not enter into

or renew a lease of real property

HCS CSSB 247(FIN) -6-

Ncw Tnxr. Underlined (DELETED TEXT BRACKETED]



© © N o g1 B~ W N

w N N N NN N N N N N - —_ _ = —_ — —
—— (o] oo ~ (@p] ol M~ w N - o o (@e] ~ D (Sa] ~ 5 N - o

WORK DRAFT WORK DRAFT WORK DRAFT

(1) [AN AGREEMENT] requiring notice under this subsection unless
the proposed lease or renewal of a lease 1PROJECT1 has been approved bv the
legislature bv law; an [. ANL appropriation for the rent payable during the initial
period of the lease or the initial period of lease renewal 1PRQJECTL constitutes
approval of the proposed lease or renewal of a lease rPROJECT] for purposes of this
paragraph rSUBSECTIONI;

12) [ THE DEPARTMENT MAY NOT ENTER INTO AN
AGREEMENT! under this subsection if the total of all optional renewal periods
provided for in TPERIOD ALLOWED UNDER! the lease rAGREEMENTI exceeds
the original term of the lease exclusive of the total period of all renewal options
[TWO YEARS. IN THIS SUBSECTION, "TERM" INCLUDES DEFINED
RENEWAL OPTIONS].

* Sec. 7. AS 36.30 is amended by adding a new section to read:

Sec. 36.30.085. LEASE-PURCHASE AGRTEMENTS. (a) To perform its
duties and statutory functions, the department, the Board of Regents of the University
of Alaska, the legislative council, or the supreme court may enter into lease-purchase
agreements. The department, the Board of Regents, the legislative council, or the
supreme court may enter into a lease-purchase agreement only if the department, the
Board of Regents, the legislative council, or the supreme court is the lessee under the
agreement.

(b) When evaluating proposals to acquire real property under a lease-purchase
agreement, the department, the Board of Regents, the legislative council, or the
supreme court shall consider

(1) in addition to lease costs, the life cycle costs, function, indoor
environment, public convenience, planning, design, appearance, and location of the real
property proposed for acquisition; and

(?)  whether acquisition of the real property by lease-purchase
agreement is likely to be the least costly means to provide the space.

(c) A lease-purchase agreement

(1) may not provide for a period of occupancy under the full term of

the lease-purchase agreement that is greater than 40 years;
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(2) must provide that lease payments made by the department, t

Board of Regents, the legislative council, or the supreme court are subject to annual
appropriation.

(d) If the department, Board of Regents, legislative council, or supreme court
intends to enter into or renew a lease-purchase agreement for real property, the
department, Board of Regents, legislative council, or supreme court shall provide
notice to the legislature. The notice must include the

(1) anticipated total construction, acquisition, or other costs of the
project;

(2) anticipated annual amount of the rental obligation; and

(3) total lease payments for the full term of the lease-purchase
agreement.

(e) The department, the Board of Regents, the legislative council, or the
supreme court may not enter into a lease-purchase agreement to acquire real property
unless the agreement has been approved by the legislature by law.

(f) The provisions of (d) and (e) of this section do not apply to a lease-
purchase agreement

(1) related to the refinancing of an outstanding balance owing on an
existing lease-purchase agreement; or

(2) by the University of Alaska if the lease-purchase agreement is
secured by student fees or university receipts as defined in AS 14.40.491.

(g) In this section,

(1) "full term of the lease-purchase agreement" includes all renewal
options that are defined within the lease-purchase agreement;
(2) "lease-purchase agreement” includes a lease-financing agreement.

* Sec. 8. AS 36.30.850(b)(5) is amended to read:
(5) acquisitions or disposals of real property or interest in real prope

except as provided in AS 36.30.080 and 36.30.085:

* Sec. 9. AS 36.30.850(c) is amended to read:
(c) Exrept for AS 36.30.085 and 36.30.700 - 36.30.790 [AS 36.30.700 -

36.30.790J, this chapter does not apply to contracts between two or more agencies, the
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state and its political subdivisions, or the state and other governments.
* Sec. 10. AS 38.05.030 is amended by adding a new subsection to read:

(9) This chapter does not authorize the commissioner or any employee of the

department to acquire title to real property through the use of lease-purchase
agreements or lease-financing agreements in which the department is the lessor. For
purposes of this section, "lease-purchase agreement” and "lease-financing agreement”
have the meanings given those terms in AS 36.30.990.

*Sec. 11. AS 36.30.080(b) is repealed.

*Sec. 12. APPLICABILITY TO ALASKA COURT SYSTEM AND DEPARTMENT OF
NATURAL RESOURCES, (a) Notwithstanding the amendments of AS 22.05.025(a) made
by sec. 2 of this Act, AS 36.30.030 made by sec. 5 of this Act, and AS 36.30.080(c) made
by sec. 6 of this Act, the addition of AS 36.30.085 made by sec. 7 of this Act, and the repeal
of AS 36.30.080(b) made by sec. 11 of this Act, after the effective date of this section and
until December 31,1994, the Alaska Supreme Court may continue to enter into lease-purchase
or lease-financing agreements for the judicial branch under the provisions of AS 22.05.025(a),
AS 36.30.030, 36.30.080(b), and 36.30.080(c) as they read before their amendment or repeal
by this Act.

(b) Notwithstanding the amendments of AS 36.30.080(c) made by sec. 6 of this Act,

AS 36.30.850(b)(5) made by sec. 8 of this Act, and AS 36.30.850(c) made by sec. 9 of this
Act, the addition of AS 36.30.085 made by sec. 7 of this Act and of AS 38.05.030(g) made
by sec. 10 of this Act, and the repeal of AS 36.30.080(b) made by sec. 11 of this Act, after
the effective date of this section and until December 31, 1994, the Department of Natural
Resources may continue to enter into lease-purchase or lease-financing agreements under the
provisions of AS 36.30.080(b), 36.30.080(c), 36.30.850(b)(5), 36.30.850(c), and AS 38.05 as
they read before their amendment or repeal by this Act, but only if the Department of Natural
Resources is the lessor of the property and the judicial branch is lessee.

* Sec. 13, This Act takes effect immediately under AS 01.10.070(c).

9- HCS CSSB 247(FIN)
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Alaska State Senate

S e n a te F in a n c e C o m m itte e

Mail Slop 3100
Staie Capitol

(ITidal Business
Juneau. Alaska 998ot-ti82

SENATE FINANCE COMMITTEE
LETTER OF INTENT
FOR

CSSB 247 (FINANCE)
CSSB 247 (2d FINANCE)

It is the intent of the legislature that future

legislation authorizing the Ilease-purchase or Jlease-financing of
real property should designate the Department of Transportation and
Public Facilities as the appropriate agency to hold title to, and

operate and maintain state facilities.



ALASKA.STATE LEGISLATURE

LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Audit

r O. Box 113300
Juneau, AK 99811-3300
(907) 465-3830

MEMORANDUM FAX (907, 465.2347

TO: The Honorable Ronald L. Larson, Co-Chair
The Honorable Eileen MacLean, Co-Chair
House Finance Committee

FROM: Randy S. Welker
Legislative Auditor /
DATE: April 9. 1994
RE: Lease-Financing Legislation - SB 247

We have prepared the following to assist in your deliberations on the proposed amendments
to statutes governing lease-financing acquisitions of real property by the State. This
legislation is in response to our ongoing review and concern over lease-purchascs of the
Wildwood Correctional Center and the Court Plaza Building and the proposed purchase ol
the Anchorage Times Complex.

AS 36.30.080 permits the Department of Administration (DOA) to lease space for the use
of the State. It also provides DOA, the legislature, and the judicial branch the authority to
enter lease-purchase or lease-financing agreements for the acquisition of real property.
AS 36.30.080(c), before SLA 1993 amendments became effective, required that for planned
leases or lease-financing that exceed payments of $1,000,000 annually or $10,000,000 over
the life of the lease or lease-financing notir; must be provided to the legislature and a
planned lease or lease-financing acquisition y the CEFHUTEI’tmust be approved by the
legislature by law. Leases or lease-purchascs less than $1,000,000 annually or $10,000,000
over the life of the lease did not require notice to, or approval by, the legislature.

After numerous failed attempts to obtain capital appropriations to acquire the leased
Wildwood Correctional Center, in December 1992 the administration exercised its option
under the lease, and acquired the facility under the authority of AS 36.2 0.080(c) by issuing
Certificates of Participation (COP). However, the purchase price exceeded the dollar
limitations requiring legislative approval imposed by statute. To circumvent legislative
approval, the administration “split” the COP issue into two - each one falling below the
$10,000,000 ceiling, thereby not requiring approval. The deal was also structured so that the
annual debt service requirements under each COP debt issue would be slightly below lie
$1,000,000 limitation - again avoiding the need for legislative approval, and resulting in the
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legislature having to consider annual appropriations for the next eight /ears until debt service
of approximately $13 million is paid. Non-appropriation - which is an option under this type
of arrangement - would result in a detrimental impact to the Stale’s general obliga‘ion credit
rating.

A Division of Legislative Audit review of the Wildwood acquisition raised serious questions
regarding the legality of the financing scheme employed to acquire the facility and the
legality of the role of the Department of Natural Resources (DNR) in the process.

In the opinion of Legislative Counsel, the funds raised through the issuance of COPs arc
subject to legislative appropriation and were of a governmental and public purpose which
under the Constitution requires legislative sanction before disbursement. Additionally, both
Legislative Counsel and independent counsel engaged by the Legislative Budget and Audit
Committee arc of the opinion that DNR docs not have the authority to issue debt to acquire
real property.

Because of the purchase of the Wildwood facility in this manner, intentionally avoiding
legislative approval - particularly at a time when the continuance of die facility itself was
subject to intense legislative debate - legislation was adopted last session to specifically
mandate legislative involvement in this debt issuance/property acquisition process.

Chapter 37, SLA 93 (SB 129) amended AS 36.30.080(c) requiring that "if the department,
legislative branch, orjudicial branch intends to enter into or renew a lease-purchase or
lease-financing agreement for real property . . then . . . the department, legislative
branch, orjudicial branch shall provide notice to the legislature.” The statute also requires
that "the department May NOt eNter into or renew an agreement requiring notice under this
subsection unless the project has been approved by the legislature." (emphasis added).

In the most recent attempt to utilize lease-purchase COP financing to put hase the Anchorage
Times complex, the Court System did provide notice to the legislature of its intentions,
however, under the wording of the statute the Court System was not required to obtain
legislative approval. SB 247 amends statute to require legislative approval Q/|aNfor any
real property acquisitions via lease-financing by the executive branch, the board of regents
of the University of Alaska, the legislative council, and the supreme court.

Senate Bill 247 also amends AS 38.05.030 to specifically prohibit DNR from acquiring real
properly through the use of lease-purchase agreements or lease-financing agreements in
which DNR is the lessor. We believe that there is clear authority under the statutory
provisions of the Alaska Housing Finance Corporation to issue lease-backed revenue bonds
in accordance with the Housing Project and Public Building Assistance Act (AS 18.55.010-
.290) for the acquisition of public buildings. These statutes were previously Alaska State
Housing Authority laws but were amended with the merger of ASHA with AHFC.

AIASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT
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We have also included language in this bill to clearly Induce the University. If the
legislature agrees with us that the provisions of leasing should apply to the University, | also
recommend that legislature reconsider an exemption placed in statute last session which we
have kept in this bill. Specifically, on page 7, lines 15 and 16, exempt University lease-
purchase agreements secured by student fees or other university receipts from the legislative
notification and approval requirements of the legislation.

We lur'e attached a copy of AS 36.30.080 as it is currently written for reference and a
sectional analysis.

Attachments

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDLT



Sec. 36.30.080. Leases, fa) The department shall lease space for the use of the state
or an agency wherever it is necessary and feasible, subject to compliance with the
requirements of this chapter. A lease may not provide for a period of occupancy greater than
40 years. An agency requiring office, warehouse, or other space shall lease the space
through the department.

(b) The department, legislative branch, or judicial branch may enter into lease-purchase
agreements, including lease-financing agreements. A lease-purchase agreement must provide
that lease payments are subject to annual appropriation.

(c) If the department, legislative branch, orjudicial branch intends to enter into or renew
a lease of real properly with an annual rent to the department, legislative branch, or judicial
branch that is anticipated to exceed $1,000,000, or with total lease payments to exceed
$10,000,000 for the full term of the lease, the department, legislative branch, or judicial
branch shall provide notice to the legislature. If the department, legislative branch, or
judicial branch intends to enter into or renew a lease-purchase or leasc-financc agreement for
real property, other than (1) an agreement related to the refinancing of an outstanding balance
owing or (2) a lease-purchase or lease- financing agreement by the University of Alaska that
is secured by student fees or university receipts as defined in AS 14.40.491, that has annual
lease payments of less than $1,000,000, and for which the total lease payments for the full
term will not exceed $10,000,000, the department, legislative branch, orjudicial branch shall
provide notice to the legislature. The notice must include the anticipated annual lease
obligation amount, the anticipated total construction, acquisition, or other costs of the project,
and the total lease payments for the full term of the lease, if the agreement is a lease other
than a lease-purchase or lease-financing agreement and the total lease payments for the full
k m of the lease exceed $10,000,000. The department may not enter into or renew an
agreement requiring notice under this subsection unless the project has been approved by the
legislature. An appropriation for the project constitutes approval of the project for purposes
of this subsection. The department may not enter into an agreement under this subsection
if the optional renewal period allowed under the agreement exceeds two years. In this
subsection, “term” includes defined renewal options.

(d) When the department is evaluating proposals for a lease of space, the department
shall consider, in addition to lease costs, the life cycle costs, function, indoor environment,
public convenience, planning, design, appearance, and location of the proposed building.

(e) Wilun the department is considering leasing space, the department should consider
whether leasing is likely to be the least costly means to providing space. (8§ 2 ch 106 SLA
1986; am § 1ch 58 SLA 1990; am &S, * ch 181 SLA 1990; am 2,3 ¢ch 73 SLA 1992;
am § 3 ch 37 SLA 1993)
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SECTIONAL ANALYSIS OF CSSB NO. 247 (2d FIN)

Clarifies university Satutes to Sowthat lesses leesepudesss ad lesse-
finenaing of property by the university is suljet to the provisions of the
procurement aocke baing revised by this bill.

Clarifies the supreme court ssatutes to dowthat lesses, leesejpurdesss,
and leasefinenang of property by the cout sygem is suiged: to the
provsions of the procurement aoce baing revised by this bill.

Claifies the legdative coundl's Saiues to dow that leesss leese

Egd’eses,ardleeseﬁmmi of property by the legisiature is subject to
provisions of the pmxgrgren: ke bei% ra/ls%%l by this bill.u

Arencs the sedion of the Procurement Gk for the Legdlature to

Spealy that the procurement procedures adopted by the Gounal for the
Ig?slauemstteoaﬁste'twmﬁeprwisias Ing revsed by this
ll.

mgﬂmdmﬂmmm@bbrm%mnto
must e conaigent with the provsions baing revised by this ill.

Arencs the curent provisions by deleting provisions desling with leese-

deses ad lessefinendng  After dsousson with legdl counsd, we
ceacdked it would e preferalde to have two distinct sedians of the leesing
staue;o'ededlrged@\,e?lymmlmadﬁedmrdedl oy
with | (sedion 7of this bill). This sedion addlesses leesing
i’:rdsllol\erstfetrreﬁddfor required natification to and goprova by the
egsaue.

Tnis| aso adds the provision of prior legdlative approval by law
fmlmo%%ddl%g%ﬁele&’gaj\/gggwﬁladms%’ate
cout. It aso provides that, for leeses, an appropriation for the leese is
approvd for the pupose of this sedion

This sadion adds a new sadion o the procurement aoce It besically

conains the lessepudnese and leasefinanang languege cdeted rom the

ous sedion. In addition it provides thet the department, Board of

the legdlative counal, or the syree court ey anly enter leese-

hese or leasefinandng & the lese  Like the leesing

Sedion aowe, this sedian the prior legdative aoprovd by law

requiremen to leesejpudescs ad Lascfinanang by the Boad of
Reoats, the legSlative counal and the suprae court.
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Sin8  Mekes atedmica arerdrent o the procurement aock to recognize the
addition of the newsadion of the procurement aocke provided in Sedion 7

Sdin9  Mekes atedmica arendrant to the procurement aock to recognize the
addition of the newsadion of the procurement aock provided in Sediion 7

Sdion 10 This ssdion spedifically prohibits the Departent of Natural Resourgess
from acquiring title to%propaiytrram leese finandng in which the
department isthe lesor.

Sadion 11 Rypedis the a paragraph of the procureent aocke that: hes been induded
as apart of the newssdion added in Sedion 7.
Sxdion 12 Hfedive cee dause

Prepared by the Division of Legislative Audit on 4/9/94.
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