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IN T H E  L E G IS L A T U R E  O F T H E S T A T E  O F  A L A S K A  

T W E N T Y -S E C O N D  L E G IS L A T U R E  - F IR S T  SE S S IO N

BY THE HOL'SE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE UY REQUEST OF THE GOVERNOR

A B IL L  

F O R  A N  A C T  E N T IT L E D  

" A n  Act g iv ing  no tice  o f  an d  a p p ro v in g  the  e n t ry  in to  a n d  the  is su a n c e  o f  ce r t if ica te s  o f

I
 p a r t ic ip a t io n  fo r  a Ica sc -pu rc hasc  a g re e m e n t  for a sea food  a n d  food safe ty  la b o ra to ry  

facility; re la t in g  to the  use o f  ce r ta in  in v e s tm e n t  incom e fo r  c e r t a in  co n s tru c t io n  costs; 

a n d  p ro v id in g  for  a n  effective d a te ."

B E  IT  E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section  1. The uncodiftcd law  o f  the Stale o f  A laska is am ended  by adding a new section 

to read:

IN T EN T . It is the intent o f  the legislature that the am ount o f  m oney  to be used for the 

construction and equipping o f  a new seafood and food safety laboratory facility is 

SI 2 .788,000 O f  that amount, it is the intent o f  the legislature that

(1) SI 1,600,000 shall co m e  from the p roceeds o f  the certificates o f  

participation to be issued by the state bond com m ittee  under sec. 2 o f  this Act;

(2) S878.000 shall com e from  the investment incom e earned on the proceeds 

o f  the sale o f  the certificates o f  participation described in sec. 2 o f  this Act; and
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(3) S310,000 shall conic  from the general fund for nonbondable  costs.

* Sec. 2, The uncodified law o f  the State o f  A laska is am ended  by add ing  a new  section to 

read:

N O T IC E  A N D  A P P R O V A L  O F E N T R Y  IN T O  A N D  FIN A N C IN G  O F  A LEA SE - 

PU R C H A S E  A G R E E M E N T , (a) Subject to annual appropriation , the D epartm ent o f  

Adm inistration is au thorized  to en ter into a lease-purchase agreem ent for a seafood and food 

safety laboratory facility to be constructed under the lease-purchase agreem ent and to be 

operated by the Departm ent o f  Environm ental C onservation .

(b) T h e  state bond com m ittee  is authorized to provide for the issuance o f  certific tes 

o f  participation in one or m ore series in the aggregate  principal am ount o f  Si 1,600.000 for the 

construction o f  a seafood and food safety laboratory  facility under the lease-purchase 

agreem ent authorized in (a) o f  this section. T he  rem ain ing  balance o f  the  construction and 

equipping costs shall be paid from the other m oney sources  described in sec. 1 o f  mis Act, 

including investm ent incom e o f  S878.000 earned on the p roceeds o f  the sale o f  the certificates 

o f  participation. The estimated total cost o f  construction, acquisition, and  other costs o f  the 

project is SI 2,788.000. The estimated annual am ount o f  rental ob ligations under the lease- 

purchase agreem ent is S I ,000.000. The estim ated total lease paym ents  for the full term o f  the 

lease-purchase agreem ent is S20.400.000. In this subsection, "cost o f  construction" includes 

credit enhancem ent and underw riting  expenses, rating ag ency  fees, bond counsel fees, 

financial adv isor fees, printing fees, advertis ing fees, capita lized interest, and  interest earnings 

used for lease payments.

(c) The state bond com m ittee  m ay  contract for cred it enhancem ent,  underwriting, 

credit ratings, bond counsel,  financial advisor, printing, advertising, and trustee services that 

the com m ittee  considers nc* in financing the project described  in this section.

* See. 3. The uncodified law  o f  the State o f  A laska  is am ended  by add ing  a new  section to 

read:

A P P R O V A L  OF A G R E E M E N T . Section 2 o f  this Act constitu tes the approval 

required by A S 36.30.085.

* See. 4. T h is  Act takes effect im m edia tely  under A S 01 .10 .070(c).
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Memorandum
Tl: Jan ice Adair. D e p a r tm e n t o f  E nvironm ental C onserv atio n

Ben Hartley, D e p a rtm en t o f  E nvironm ental C onservation  

f ttm : H art H odges, N o rth ern  Econom ics 

l l t f l :  Jan u ary  2 9 , 2001 

86; Seafood a n d  Food Safety  Lab Figures

In o u r  re p o r t  p re p a re d  in 1 9 9 9 , L iv ingston  S lo n e  a n d  N o r th e rn  E co n o m ics e s tim a te d  th a t  
p ro je c t c o s ts  fo r  a n e w  se a fo o d  a n d  fo o d  sa fe ty  lab  w o u ld  b e  a p p ro x im a te ly  S 9 .3  m illion . 
We a lso  e s tim a te d  th a t  an  e x is tin g  b u ild in g  o f  th e  c o rre c t  s iz e  co u ld  p o ss ib ly  b e  re n o v a te d  
a t  a  c o s t  o f ro u g h ly  S5.1 m illion . H ow ever, in all c o m p a r is o n s  o f  c o s ts  b e tw e e n  th e  
d if fe re n t o p tio n s  c o n s id e re d  in th a t  re p o r t  (ow n v e rs u s  le a s e , c o n s o lid a te  th e  SFSL an d  
S ta te  C h em istry  Ldb, e tc .) , w e  in c lu d ed  a v a rie ty  o f  o p e ra t in g  a n d  m a in te n a n c e  c o s ts .  We 
did n o t  d e m o n s tra te  c le a r ly  w hich  o p tio n  had  th e  lo w e s t c a p ita l c o s t.

We s u b s e q u e n tly  p r e p a r e d  tw o  m e m o ra n d a  in J a n u a ry  a n d  F e b ru a ry  2 0 0 0 , w h ich  fo c u se d  
on  th e  cap ita l c o s t  o f  d if f e re n t  o p tio n s . In th e s e  m e m o ra n d a , w e  s h o w e d  th a t  It w o u ld  be  
less e x p e n siv e  fo r  th e  s ta t e  to  b u ild  its ow n lab , a s  o p p o s e d  to  h a v in g  a  p riv a te  d e v e lo p e r  
c o n s tru c t  a  facility  a n d  le a s e  It to  th e  s ta te  o r  to  have  a  p riva te  d e v e lo p e r  re n o v a te  an 
e rlis tin g  facility  fo r  th e  s ta te .  S ince th a t  tim e , th e  d e s ig n  c r i te r ia  fo r  th e  lab  have  c h a n g e d , 
m o re  a c c u ra te  lan d  a n d  b u ild in g  c o s ts  have b e e n  p re p a re d , a n d  o th e r  re f in e m e n ts  have  
b e e n  c o n s id e re d . This m e m o ra n d u m  a tte m p ts  to  b rin g  to g e th e r  all o f  th e  rev is io n s , b u t  
still fo cu s  on  th e  c a p ita l c o s ts  o f  a  new  se a fo o d  a n d  fo o d  s a fe ty  lab .

T he fo llow ing  a s s u m p tio n s  re f lec t o u r  b e s t  k n o w le d g e  o f  th e  c o s t  o f  a  se a fo o d  a n d  food 
sa fe ty  lab:

• Public in te re s t  r a te  is 6.1 p e rc e n t  (co m p a re d  to  5 .5  p e rc e n t  In ea rly  re p o r ts )

• P rivate in te re s t  r a te  is  9 .5  p e rc e n t  (u n ch a n g e d )

• T h e  cap ita l c o s t  fo r th e  p ro je c t is e s tim a te d  to  be SI 3 ,6 5 5 ,0 0 0  (h ig h e r  th a n  In early  
re p o rts )

T he p riv a te  ra te  is h ig h e r  th a n  th e  p ub lic  ra te  to  re flec t th e  c o s t

880 H STREET, SUITE 210 
ANCHORACE. ALASKA 99501 
(90?) 274-5600 FAX (907) 274- 
S601
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of risk and the return necessary to a ttrac t a private developer (a private developer would 
expect to borrow money a t  a higher rate and earn a re tu rn  on the  investment). Actual rates 
available to  the sta te  or a private developer m ight differ slightly from the  rates used in 
these calculations, but the relative differences should be similar to the  difference In these 
Figures... and it Is the  difference in the rates tha t  is critical.

The following rabies show cost com parisons for two different op tions (build to own and 
lease to own) and two different planning horizons. The lease a r ran gem e n t option does not 
include ad justm ents  to the interest rate to  account for developer profit. However, the sam e 
principal am ount of SI 3.66 million is used for both the. s ta te  owned option and the lease 
arrangem ent. It could be assum ed tha t the  private developer would com plete the  project 
for a smaller dollar am ount and the difference could be viewed as profit.

Table 1 shows costs, by major category, when loans m ust be repaid within 10 years.

Table 1. Cost of Seafood and Food Safety Lab, State Owned vs. Lease A rrangem ent -  1 Ch
Yea* zon

Fiscal
Ycor

New Build to Suit-State Owned Now Build to Suit -  Lease Arrangement

Principal Interest Total Capital 
Cost

Principal and 
Profit Interest Total Capital 

Cost
2002 1,031,122 832.956 1,864.077 877.554 1,2^,225 2.174.779
2003 1,094,020 770.057 1.864,0^7 960,922 1213.857 2,174,779
200a 1,160,755 703,321 1.864,077 1,052,210 1,122,570 2,174,779
2005 1.231.562 632,515 1.864.077 1,152,169 1.022.610 2.174,779
2oo6 1,306,687 557,390 1.854.077 1.261.626 913,154 2,174,779
2007 1.386,395 477.582 1.864.077 1,381,480 793,299 2,174.779
2008 1.470.965 393,112 1,864,077 1.512.721 662,05§ 2.174,779
2009 1,560.694 303,383 1,864.077 1.656.429 518.350 2,174.779
201C 1,655,806 208.181 1,664,077 1,813,790 " 360,990" 2.174.779
2011 1.756,906 107,171 1,864.077 1,986,100 188,679 2,174.779

Total 13,655,660 4,985,708 18,640,768 13.555.00O 8.092.79$ 21 747.793

Table 2 shows costs for a 20 year planning horizon. The capital requirem ent and interest 
rates are the  same as those  given for Table 1. In addition, the following assum ptions are 
added:

■ Private develop m ust repay debt within 10 years.
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■ Private developer will require lease paym ents during years 1 1 -2 0  th a t  are 75 percent of 
the paym ents for years 1-10 . 

• The sta te could own the  leased facility at the  end of the 2 0 -y e a r  horizon.

Table 2. Cost of Seafood and Food Safety Lab. Stare. Owned vs. Lease A rrangem ent -  2 0 -
Year Horizon

Fised
Year

New Build to Suit -  State Owned Nww Build to Suit -  Leas# Arrangement

Principal interest Total Capital 
Cost

Principal and 
Profit Interest Total Capital 

Cost
5555" 367,233 832,955 1,200,188 . 877,554 1,297,225 2.174,779
2003 389.634 810,554 1,200,188 950,922 1,213.857 2,174,779
2004 413,402 786,786 1,200.188 1.05' n.10 1,122,570 2.1 ,'4.779
2005 438,619 761,589 1.200,188 1,152,169 1,022,610 2.174,779
2006 465,375 734.813 1.200,168 1,261,628 913,154 2.174.779
2007 493,763 706.425 1,200.188 1.381,480 793,299 2,174,779
2008 523,882 676.305 1.200,188 1,312.721 66̂ ,059 2.174.770
2009 555,830 644,349 1.200,185 1,656,429 519, J9o 2.174.779
2010 559,745 610.442 1,200,188 1,813,790 360.990 2,174.779
2011 625,720 574,468 1.200.188 1,986,100 188,679 2,174,779
2012 663,889 636.299 1„ ,,188 1,631,084 0 1,631,084
2013 704,385 495,80T 1,200,188 1,631,084 0 1,031,084
2014 747,354 452,834 1.200,188 1,631.084 0 1,631,084
201i> 702,942 407,248 i,20r  i8e 1,631.084 0 1,631.084
2018 841.312 358,876 1.2.U.188 1.C31.084 0 1.631,084
2017 892,632 307.566 1,200,188 1,031,084 0 1.631.094

_

l
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2018 947.082 253,106 1.200,188 1,631.084 0 1,631,084
2019 1,004.854 195,334 1,200,188 1,631,084 0 1,631,084
2020 1,066,150 134.03? 1.200,188 1,631,084 0 1,831.084
2(521 1,131,186 69.002 1.200,188 1,631,084 0 1,631,084

Total 13.655,000 10,348,758 24,003,758 29,965,845 8.092,793 38,053,638

These two horizons were chosen for a variety of  reasons. The m ajor reason for not 
considering a longer planning period is the fact tha t  leases for lab facilities would no t be 
expected to extend beyond 20 years. In addition, a  private developer would not be likely to 
receive a loan for much more than 10 years for this type of project.

The option to have a private developer renovate an existing facility and lease it to the sta te  
Is not presented In the  tables because of the  finding (presented  in earlier reports) th a t  the 
cost to lease a building tha t has been renovated is very similar to  the  cos t of leasing a 
newly constructed facility In addition, there is a significant am o u n t of uncertainty 
surrounding the cos t o f  renovation, as well as the operating cost of  such a facility, because 
the actual configuration of the  space cannot be known without having a specific building to 
consider.

Yet another option would be for the sta te to purchase and renovate a building o r  renovate 
an existing state building. No information was available on the  stock o f  buildings tha t  
might be considered for this option. In earlier reports, no building was Identified that could 
be renovated (at reasonable  cost) to m eet the needs o f  the seafood and food safety lab.

The following two graphs  show the  same information tha t is provided in Table 1 and Table 
2.

Figure 1. Cumulative Cost (No Discounting) - 10-Year Horizon



htB-21-Ul WED 09:48 ADEC EH OFFICE FAX NO. 907 2697654

PlMtl Y«r



FEB-21-01 WED 09:48 ADEC EH OFFICE FAX NO, 907 2697654 P. 17

Figure 2. Cumulative Cost (No Discounting) -  20-Y ear Horizon
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D E P T .  O F  E N V I R O N M E N T A L  C O N S E R V A T I O N

DIVISION OF ENVIRONMENTAL HEALTH 
DIRECTOR’S OFFICE 
555 CORDOVA STREET 
ANCHORAGE, ALASKA 99501 
littp://mvw.statc.ak.us/(lec/deh

Telephone: (907) 269-7644 
Fax: (907) 269-7654 

e-mail: Janicc_Adair@cnvircon.state.ak.us

FO R  H A N D  D E L IV E R Y

March 21, 2001

The Honorable B ill W illiam s 
Co-Chairman, House Finance Com mi. ’
A laska House o f  Representatives 
Room  511, Capitol Build ing 
Juneau, A laska 99801

Subject: HB 5 1, Seafood and Food Safety Laboratory 

Dear Representative W illiam s:

Thank you fo r scheduling the above-referenced bill fo r a hearing before the House Finance 
Committee, Enclosed you ’ ll find several pieces o f  information that I hope w ill answer a ll the 
questions you may have about this facility , why we find ourselves needing to replace it. and why 
we have chosen to pursue a state owned facility.

In a nutshell:

♦ The lease expired in December o f  last year, and can on ly  be extended on a short-term basis. 
AS 36 .30 .083 a llow s the D ivision o f  General Services to extend a lease under two conditions: 
I )  a 15% lease reduction can be achieved or 2 ) a 10%  reduction can be achieved and the 
American with D isabilities Act (A D A ) requirements met. In the case o f  our current facility , 
the lease rate is SI .03/sq ft and it complies with the ADA . The owners are not interested in a 
15%  reduction in their lease rate, in addition, the building is up fo r sale.

♦ This means that one way o r the other we have to move. W ith money previously appropriated 
by the Legislature to look at the most cost-effective way to replace the lab, we hired a private 
consultant to do an economic evaluation. Hands down, the most cost-effective means is a 
stale-owned facility . In fact, leasing a laboratory rather than owning would cost the state 
56%  more over the 20-year term o f  the bond repayment.

Safe /''one/, Safe If 'liter, Ileallhy Communities

w  p/inf<hJ on tecycitd pjpet

mailto:Janicc_Adair@cnvircon.state.ak.us
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♦ The functions o f  the laboratory are required regulatory functions fo r the sale o f  shellfish and 
dairy products in national and international commerce. N o other laboratory in the state 
perform s these functions, nor could they under the federal rules.

♦ The laboratory' also certifies private, commercial laboratories to conduct tests required under 
the Safe D rinking W ater Act (S D W A ) fo r public water systems. Unless a private laboratory' 
is so certified, EPA w ill not accept their test results. Since A laska is a primacy state fo r the 
drinking water program , we cannot accept them either.

This laboratory is currently in Palmer, and our plan incluJes relocating it to Anchorage. I realize 
that decision alone is fraught with political considerations, so let me explain why it was made.

♦ W e had to have a central location that could receive shellfish samples as quickly as possible 
from  many areas o f  the state since, in most cases, PSP testing is required before the product 
can be placed into commerce. That meant it had to have easy access to the Anchorage 
International A irport.

♦ W e needed a site on a public sewer system, as many o f  the chemicals used at the lab cannot 
be placed in a septic tank.

♦ W e also needed a site without excessive vibration, dust or electromagnetic interference as a ll 
o f  these things interfere with the performance o f  the analytical equipment.

♦ The lot needed to be between 4 - 6  acres in size to accommodate the building, parking, and 
snow storage from the parking lot.

♦ To keep the overa ll cost o f  a new facility as low as possible, the land should be state-owned.

We looked at land in the Municipality o f  Anchorage and in the Matanuska-Susitna Borough. 
There was on ly one lot that met a ll o f  the above-criteria — an undeveloped site on the southern 
side o f  Tudor Street. A happy side benefit o f  this location is that we w ill be close to the new 
Public Health Laboratory. That w ill a llow  fo r easier professional interaction, which w ill be 
particu larly important when investigating a food borne illness.

The location in Anchorage w ill significantly benefit the shellfish industry and they are fu lly  
behind this project. Shellfish growers and harvesters have to arrange and pay fo r transportation 
o f  their product to the laboratory themselves. An Anchorage location w ill therefore reduce their 
costs slightly , but most importantly to them, speed up the de livery o f  these time-sensitive samples 
to the laboratory fo r testing. On the other hand, ou r s ta ff picks up samples fo r the dairy industry 
and delivers them to the laboratory as part o f  their routine tasks, so an Anchorage location w ill 
not result in any additional costs to the dairy fanners. A lso, their samples are us not time- 
sensitive as shellfish.
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Thank vou again fo r the hearing. I f  you have any other questions o r need additional information, 
don ’ t hesitate to contact me.

Enclosures:
♦ Letters o f  Support
♦ Laboratory Bullets
♦ Laboratory Brochure
♦ State Supported Debt by Deven M itchell
♦ Prio r Capital Project budget details (F Y  99 and FY  01 )
♦ Memorandum from Hart Hodges, Northern Economics dated January 29 . 2001
♦ Sizing Debt Sendee Schedule dated October 1, 2000
♦ Project Budget dated December 6, 2000
♦ AS 36 .30 .080 -085  (Leases and lease purchases)
♦ Area Picture Overview

Cc: Deven M itchell (w ithout enclosures)
Department o f  Revenue

W alt Harvey (w ithout enclosures) 
Department o f  Administration

Sincerely,



House District 27 • Palmer • Greater Palmer • Sutton • Chickaloon • Sheep Mountain
R e p r e s e n t a t iv e  S c o t t  O g a n  Alaska state Legislature

M e m o r a n d u m

T o: H o use  F in a n c e  C o m m it te e  M e m b e rs

F ro m :  R e p re s e n ta t iv e  O g a n

D ate : 03/23/2001

Re: H o u se  Bill 51
i t : * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *

I respectfully request that you not support this legislation as presently written. The 
building is way too large and w ay too expensive and there has not been enough effort by 
the Department to Find viable alternatives for location and  space.

I understand the logic and the need for having seafood inspectors nearer tidewater. I also 
understand that the present facility in Pa lm er is quite inefficient, but this option is not the 
way to resolve those challenges. I am sure there is plenty of  com mercial space available 
in Anchorage. Even an addition to the University or using the now  dorm ant seafood 
processing facility m ay be an option.

W hat makes absolutely no sense is to build the size facility that HB 51 is proposing.
W hen my office, after v iew ing the plans, asked how large the proposed building was, 'he  
Department sponsor did not know. The DEC representative took lime to assure us that 
there would only a handful o f  lab employees moved from Palm er to the proposed 
building.

T he  Departm ent Finally got back with the information that the size was 10,000 square 
feet! That is nearly the size o f  entire floor in the Capitol building. T he  proposed facility 
is too large and too expensive  with an exterior design m ore fitting for a perform ing arts 
center than a laboratory.

I encourage the C om m ittee  to require the Department to find other alternatives that arc 
more fiscally responsible that m eet the public interest. Building more governm ent 
facilities in A nchorage to be filled with more state em ployees is not what this project 
should be about.

Tkutfc 'you for assisting in a more reasonable approach.

Interim: 600 E. Railroad Ave. # I. Wasilla, AK 99654 • Session: Slaic Capiiol, Juneau. AK 99801 465-3878
(907) 376-4866 Fax (907) 373-4724 1 (803) 862-3878 Fax (907) 465-3265
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R E P R E S E N T A T I V E  S C O T T  O G A N Alaska State Legislature
• Sheep Mountain

M E M O R A N D U M

T o : A ll  H o u se  F in a n c e  C o m m i t t e  s

F r o m :  R e p re s e n ta t iv e  Sco tt  O g a n

D a te :  M a r c h  2 7 ,2 0 0 1

R e: A c c u r a te  In fo rm a t io n  O n  th e  P ro p o s e d  D E C  L a b

Please rev iew  the attached letter from the current ow ner  o f  the. property occupied by the 
D E C  lab in Palmer.

Contrary  to both written and verbal information from  Janice Adair, DE C does not h ive to 
give up the ir  current lease.

A dditionally , the property ow ner has a long history o f  working with the D epartm ent to 
keep costs dow n and accom m odate  the needs o f  the Lab, including offering if  neected 
additional office space, in excess o f  w hat was already provided at no charge during a 
tem porary  time period.

Inform ation was requested about the price o f  the building. That data  has been provided  in 
the letter.

It m ust also be noted that plenty additional property is available for either expansion o f  
building space or  parking. (3 lots m easuring  -128 feet by 50 feet).

Finally, the rate being provide now to the D epartm ent is way below  the current lease rate 
in the Valley and even further below  the rate in A nchorage.

Before we consider a very expensive m ove, a relocation o f  12 em ployees, we need to 
have a full and  accurate disclosure o f  the current financial arrangements by DEC.

InUrim : 600 E. Railroad Ave. #1, Wuilla, AK 99654 Session: State Capitol. Juneau. AK 99801 465-3878
(907) 376-4866 Fax (907) 373-4724 I (800) 862-3878 Fax (907) 465-3265



R e p r e s e n t a t i v e  S c o t t  O gan  
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l  (Ms 3 1 0 0 )
J u n e a u ,  A l a s k a  9 9 0 0 1 - 1 1 8 2  
M a rc h  2 6 ,  2 0 0 1

D e a r  R e p r e s e n t a t i v e  O g a n ,

R e :  S im s  B u i l d i n g

L o c a t i o n :  P a l m e r ,  A l a s k a

L e g a l :  L o t s  1 - 9 , B l o c k  9 ,  ARRC#1. L o t s  1 - 6  c o n t a i n  t h e  
b u i l d i n g ,  l o t s  7 - 9  a r e  v a c a n t  a n d  r e s e r v e d  f o r  e x t r a  p a r k ­
i n g .

T h e r e  a r e  1 0 , 0 0 0  + Bq. f t .  i n  t h e  b u i l d i n g .  T h e  DEC l e a s e  
s p a c e  c o n t a i n s  9 6 1 1  s q .  f t .  e x t e r i o r ,  9 2 5 2  s q . f t .  i n t e r i o r .

P r i c e  i s  $ 7 5 0 ,0 0 0  w i t h  $ 2 0 0 , 0 0 0  dow n a n d  $ 5 0 0 0  a  m o. a t  0% 
i n t e r e s t .

T h e  b a s i s  o f  t h e  w h o le  p r o b l e m  w i t h  DEC i n  t h e  l a s t  f e w  
y e a r s  i s  t h a t  t h e y  a r e  d e t e r m i n e d  t o  h a v e  a  NEW s t a t e - o f -  
t h e - a r t  b u i l d i n g .

We know t h i s  b u i l d i n g  i s  o l d ,  b u t  we h a v e  k e p t  o u r  r a t e s  lo w  
t o  c o m p e n s a t e  f o r  t h i s .  I  u n d e r s t a n d  Ms. A d a i r  s a i d  we w e r e  
n o t  i n t e r e s t e d  i n  r e d u c i n g  o u r  r a t e s  b y  15% I n  t h e  f i r s t  
p l a c e ,  n o  o n n  h a s  a s k e d  u s .  B u t  s h e  i s  c o r r e c t ,  we a r e  n o t  
i n t e r e s t e d .  We d i d  t h a t  b e f o r e .  A t  t h i s  t i m e ,  we a r e  w e l l  
b e lo w  t h e  g o i n g  r a t e  f o r  l e a s e s  i n  t h e  v a l l e y ,  a n d  h a ^ e  b e e n  
f o r  a l m o s t  t h e  e n t i r e  t i m e  DEC h a s  r e n t e d  h e r e .

My h u s b a n d ,  o r  s o m e o n e  e l s e  i f  h e  s h o u l d  b e  o u t  o f  t o w n ,  i s  
o n  c a l l  24 h o u r s  a  d a y  t o  t a k e  c a r e  o f  a n y  p r o b l e m s  t h a t  
a r i s e .  We h a v e  d o n e  a l l  r e m o d e l i n g  a n d  r e p a i r s  n e e d e d  w hen 
DSC h a s  a d d e d  new  e q u i p m e n t ,  s u c h  a s  p u t t i n g  v e n t s  i n  t h e  
r o o f  when t h e y  i n s t a l l e d  a  fu m e  h o o d ,  a t  n o  c o s t  t o  t h e m ,  
( t h e y  p a i d  f o r  t h e  p i p e )  . We c o m p l e t e l y  r e m o d e l e d  t o  m e e t  

h a n d i c a p p e d  r e q u i r e m e n t s ,  i n c l u d i n g  a  new b a t h r o o m ,  ( w i t h  
B h o w e r ) , b e f o r e  t h e  s t a t e  b e g a n  c o m p e n s a t i n g  t h e  l a n d l o r d  
f o r  t h i s .  T h e y  d i d  p a y  $75  a  m o n t h  f o r  a  s m a l l  p o r t i o n  o f  
t h i s .

A faw  y e a r n  a g o ,  D i c k  B a r r e t t ,  ( h e a d  o f  t h e  l o c a l  o f f i c e  
h e r e )  w a n t 2 d  t o  r e m o d e l  t h e  o f f i c e  s e c t i o n ,  t a k e  o u t  t h e  
h a l l w a y  a n d  a l l  w a l l s  f o r  a n  o p e n  c o n c e p t .  He a n d  M s. A d a i r  
a l s o  w a n te d  t o  a d d  3 5 0 0  s q .  f t .  i n  t h e  f r o n t  p a r t  o f  t h e  
b u i l d i n g  t o  t h e i r  l e a s e .  T h e y  b o t h  a s s u r e d  u s  t h i s  c o u l d  b e  
d o n e  w i t h o u t  g o i n g  o u t  t o  b i d .

l
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We—were v e r y  p l m a d - i fi t h - th Ag- because i t —s o l v e d  t wo  ~p r u h -—  
l e m s .  I t  t o o k  som e o f  t h e  l e a s e  s p a c e  we B t i l l  h a d  a v a i l ­
a b l e ,  p l u s  m ade  i t  p o s s i b l e  t o  r e m o d e l  t h e  o t h e r  DEC o f f i c ­
e s .  T h i s  h a d  a l w a y s  b e e n  a  p r o b l e m ,  b e c a u s e  t h e  l e a B e  s p a c e  
DEC h a s  i s  p a c k e d  f u l l  o f  t h i n g s  a n d  i t  i s  a l m o s t  i m p o s s i b l e  
t o  d o  th e .  r e m o d e l i n g .

We h i r e d  a n  a r c h i t e c t  a n d  h e  s e n t  p l a n e  t o  t h e  f i r e  m a r s h a l l  
on  b o t h  t h e  o f f i c e  r e m o d e l  a n d  t h e  a d d i t i o n a l  s p a c e .  T h e  
f i r e  m a r s h a l l  t u r n e d  dow n t h e  r e m o d e l i n g  b e c a u s e  D i c k  w a n t e d  
t o  t a k e  o u t  a  h a l l w a y  a n d  t h e y  w o u ld  n o t  a l l o w  t h i s ,  b e c a u s e  
o f  t h e  f i r e  e x i t s .  We c o u l d  h a v e  d o n e  t h e  r e 6 t  o f  w h a t  t h e y  
w a n t e d ,  b u t  c o u l d  n e v e r  g e t  a  l o n g  e n o u g h  l e a s e  t o  m ake  i t  
w o r t h  t h e  $ 6 0 , 0 0 0  t o  $ 1 0 0 ,0 0 0  o r  s o  i t  w o u l d  c o s t  t o  r e m o v e  
a l l  t h e  w a l l s  a n d  p u t  i n  t h e  new b a t h r o o m s .

M e a n w h i l e ,  we g o t  a  m e s s a g e  f r o m  M s. A d a i r  t h a t  t h e y  c o u l d  
n o t  a d d  t h e  s p a c e ,  t h e y  w o u ld  h a v e  t o  r e b i d  t h e  e n t i r e  
c o n t r a c t . We 6 p e n t  a  c o u p l e  t h o u s a n d  d o l l a r s  t r y i n g  t o  m e e t  
t h e i r  n e e d s .

A t  t h i s  p o i n t ,  DBC h a s  tw o  m o r e ,  o n e  y e a r  o p t i o n s  o n  t h e i r  
l e a s e ,  w h i c h  w i l l  t a k e  th e m  t o  D e c . 3 1 ,  2 0 0 3 .  When t h e  
l e a s i n g  o f f i c e r  e x e c u t e d  t h e  f i r s t  e x t e n s i o n ,  h e  a s k e d  i f  h e  
c o u l d  i n c l u d e  a  c l a u s e  t h a t  i f  t h e  b u i l d i n g  s o l d ,  t h e  b u y e r  
w o u ld  a g r e e  t o  h o n o r  t h e  o t h e r  tw o  o p t i o n s .  I  t o l d  h im  t h a t  
a  l e a s e  a l w a y s  t o o k  p r i o r i t y  o v e r  a  s a l e  b u t  t o  p u t  i t  i n  
a n y w a y .

T h e  b u i l d i n g  i s  f o r  B a l e ,  b u t  n o  o n e  w a n t s  DEC t o  m ove , t h e  
p e o p l e  who a r e  i n t e r e s t e d  i n  b u y i n g  t h e  b u i l d i n g  w a n t  th e m  
t o  s t a y ,  a n d  we w a n t  th e m  t o  s t a y .

We w o u ld  b e  g l a d  t o  r e m o d e l ,  b u t  t h e r e  a r e  tw o  t h i n g s  we 
n e e d .  T h e  f i r s t  t h i n g  i s  a  l e a s e  t h a t  i s  l o n g  e n o u g h  t o  
r e c a p t u r e  t h e  e x p e n s e  o f  t h e  r e m o d e l i n g .  T h e  s e c o n d  t h i n g  
i s  DEC h a s  t h e  b u i l d i n g  s o  p a c k e d  w i t h  t h i n g s ,  som e o f  w h i c h  
I  u n d e r s t a n d  a r e  s u r j l u s ,  t h a t  i t  i s  i m p o s s i b l e  t o  w o r k  i n  
t h e r e ,  :?ven c h a n g i n g  t h e  c a r p e t  i s  s o  h a r d  i t  i s  n o t  d o n e  
a s  o f t e n  a s  I  w o u l d  w i s h .  I f  som e o f  t h e  p e o p l e  c o u l d  b e  
m oved t e m p o r a r i l y ,  t b i  w o rk  c o u l d  b e  d o n e  e x p e d i t i o u s l y .

S i n c e r e l y ,

M ary  P s e n a k  
P .O .  Box 1 3 6 5  
P a l m e r ,  A l a s k a  9 9 6 4 5  
(907 )  7 4 5 - 3 0 7 0

2



W hat The Food Safety Lab Does
<5 Conducts product and water sampling required by the National 

Shellfish Sanitation Program (NSSP) so tha> bivalve shellfish 
can be commercially marketed.

<3 Routinely tests commercial bivalve shellfish for marine toxins 
responsible for paralytic shellfish poisoning and domoic acid 
poisonin.;.

<3 Evaluates and randomly samples finfish for parasites and 
chemical and bacterial contaminants.

<3 Conducts on-site evaluations of, and certifies drinking water 
laboratories and operators for bacteriological monitoring as 
required by SDWA.

<3 Works with commercials industries to develop safe, ready-to-eat, shelf-stable food products by working with 
them to make sure the water activity, water phase salt, and salt moisture of their products are within 
acceptable levels.

<3 Evaluates raw and finished dairy products for bacterial contamination, antibiotics, buttci fat content, and 
effectiveness of pasteurization.

<3 Performs animal testing to maintain USDA brucellosis- and TB-free certification, which is required for 
interstate and international shipment of cattle.

3  Tests for equine infectious anemia in horses intended for interstate shipment or that will be entered in state 
fairs or other special events.

W hat’s Happening
The State's Food Safety Laboratory has resided at its present location in Palmer for  ̂
over thirty years with only minor renovations or upgrades. The lease expires • 
December 2000 and under the State Procurement code, we cannot extend i t  Also, 
the structure is outdated and does not meet current building codes, tlie  Department 
of Administration will allow us to continue leasing the current facility on a short­
term basis only if we are in the process o f obtaining new space. That means by 
August, wc need to be actively seeking a new facility, either one that will be state- 
owned or one that will be leased.

We want to do our part to lessen the costs of government and provide long term 
savings. Under a capital project approved two years ago, the Alaska Department o f  
Environmental Conservation has worked with DOT and a private consultant to 
determine the best option for replacing the Food Safety Laboratoiy. Our 
independent feasibility study shows that building a state owned laboratory would 
cost less than renovating rented or pre-existing facilities.

t

f  Our lease 
cannot be 
extended 

and an 
adequate, 

cost- 
effectivei

replacement 
is not 

available
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Why now? 
"WfeVcbeen in the'same-
building, which was previously 
a grocery store, for 30 years. We 

(  have paid for the building 
several times over. Our lease 
expires December 2000 and we 
cannot obtain another long-term 
lease.

Why build instead of lease 
or buy?
We heavily researched this 
option. No building in 
Anchorage or Mat-Su would 
meet our needs without 
extensive renovation. Labs 
require highly specialized work 
environments that must be 
incorporated into the design of 
the structure. Not only do labs 
have equipment such as 
incubators and walk-in freezers, 
they also have specific structural 
needs such as expanded

. T Ĵhdilyu d tfiYUynfftptil HMttbSarfjWarn*Sat«ToM> HaaUfry Commwrwb—

ventilation systems and vibration 
ftce areas. Because uf this, it------
would be very expensive to 
renovate an existing building.
But more importantly, we want 
to save state money by owning 
instead of leasing.

Why not privatize?
There are no commercial/private 
PSP/Marine toxin labs in the US. 
FDA will not approve a private 
lab for these tests.

Co-Location with new 
Public Health Lab?
They can’t add on to their new 
facility since it is surrounded by 
wetlands or utility easements.

Where?
We've been working with the 
Department o f Transportation 
and Public Facilities to determine 
what appropriate sites are 
available. We needed a site that:
. Had ability to receive 

specimens as quickly as 
possible;

. Had access to roads and 
public utilities;

. Was state-owned;

. Was close to the Public Health 
Lab;

. Did not have excessive 
vibration, dust and 
electromagnetic interference.

Based on these criteria we’ve 
selected an undeveloped parcel, 
approximately 5 acres, behind 
the National Guard facility on 
the southern side of Tudor Road 
in Anchorage. The majority of 
the site is up-land - not wetland - 
and very close to the new Public 
Health Lab.

c-' No other lab in Alaska 
tests for PSP.

3  FDA will accept PSP 
results only from a State 
lab.

3  To be sold in 
international markets, 
Alaska's "ood products 
must be tested for 
complian :e with federal 
food standards.

3 Alaska is the largest wild 
salmon producer in 
woriJ.

*^3 The shellfish industry
depends on the Food -*&•; 

W-^Safety Lab to quickly test• V u  Z'jm’ • *^ f  ^ r--  ̂ • Viva,*.

Q2/22AX



L e g i s l a t i v e  R e s e a r c h  S e r v i c e s

A la ska  S ta le  L e g is la tu re
Leg is la tive  A ffa irs  A g e n c y
D iv is ion  o f  L e g a l \n d  R e se a rch  S e rv ices

S ta te  C a p ito l 
Ju n e a u , A K  99801  

P h o n e : 907 -4 6 5 -3 9 9 1  
F a x : 9 0 7 -4 6 5 -3 9 0 8

March 27, 2001

M e m o r a n d u m

TO: Representative • Ogan

FROM: Cherie N ienhu is^
Legislative Analyst

RE: Size of Seafood Testing Laboratories
Legislative Research Report 01-187

You wished to know the sqt'are footage of seafood testing facilities in Washington, Oregon, and Maine.

Table 1 compiles information received from laboratory administrators in the states of Washington, Oregon, 
California, Connecticut and Rhode Island. Since the majority of Alaska's food safety testing is related to 
seafood products, we chcio  to inquire of states that had somewhat consolidated seafood testing 
laboratories.' We omitted Maine from consideration because we were told several laboratories contribute to 
seafood testing in Maine, making comparisons to Alaska’s new laboratory proposal less meaningful.

It is important to note that Me facilities described not necessarily reflective of tfie testing anticipated in 
Alaska’s laboratory. It was very difficult to find a state laboratory performing the same type and amount of 
testing as is done in Alaska. As you will see in Table 1, laboratories often integrate their operations in order 
to realize efficiency gains. Additionally, we were told that facility space is dependent on the type of testing to 
be performed. We have attached a description of the tests performed at Washington’s Food Safety and 
Animal Health laboratory to provide an example of the variety of testing done in these facilities.

I hope you find this information useful. Please do not hesitate to contact us if you have questions or need 
additional information,

’ According to Janie j Aaair-Slmmons, Diroctor, Department ot Environmental Conservation. Division o( Environmental Health, 
npprommotoly 80% ol tho proposod laboratory tosting will bo rotated to sunlood products



T a b l e  1: S i z e  o f  F o o d  S a f e t y  T e s t i n g  L a b s  in S e l e c t e d  S t a t e s

State Type of Lab
Size of 
Facility Contact

Washington

Food Safety & Animal Health 5,100 sq. ft. Gary Husby, Microbiologist, Washington Dept of 
Aqriculture (360) 753-5061.

Shellfish Meat & Water Testing 1,750 sq. ft.
Marina Silverstone, Supervisor, Environmental 

Laboratory Sciences (206) 361-2894.

Oregon Integrated Laboratory (see note a) 12,000 sq. ft.
Norma Corristan, Division Administrator, Oregon 
Department of Agriculture, Laboratory Services 

Division (503) 872-6616.

California
Diagnostic Animal Health & Food 

Safety (see note b)
42,000 sq. ft.

Alex Ardans, Lab Director, California Department of 
Food and Agriculture, Animal Health and Food 

Safety Services, (530) 752-8709.

Connecticut

Biological Science and Environmental 
Chemistry 60,000 sq. It.

Kati Kelley, Director, Public Health Laboratory, 
Connecticut Department of Health, (860) 509-8500.

Shellfish Meat & Water Testing 1,200 sq. ft.
John Karolus, Lab Supervisor, Connecticut Eureau 
of Aquaculture and Laboratory Services, (203) 874- 

0696.

Rhode Island Integrated Laboratories (see note c) 60,000 sq. ft.
Gregory Hayes, Director, Associate Director of 
Health, Rhode Island State Health Laboratories 

(401) 222-5554.

Notes:
a. According to Ms. Corrislan, Division Administrator, the Oregon State Laboratory consists ot seven major sections:

1. Microbiology lab
2. Dairy Products testing
3. Feed and Pesticides testing
4. Pesticide Residue testing
5. Shellfish Meat testing
6. Shellfish Water testing
7. Egg and Poultry testing

The laboratory was built in 1999, houses 22 employees, and was planned to be used for 20 years.

b. Shellfish are tested at a different laboratory in California; however, we were unable to establish contact with anyone at 
this laboratory.

c. According to Gregory Hayes, Associate Director. Tire Rhode island Health Laboratories are a consolidated facility with 
three laboratory sections:

1. Biological Sciences
2. Forensic Sciences
3. Environmental Sciences

The food safety laboratory consists ol two rooms totalling 2,420 squaro loot.

Logislalivo Rosoarch Sorvicos Ropon 01.187, March 27.2001 Pago 2



%>od Safety. 
Animal Health 
& Consumer 

Services 
Division

W ashington State Departm ent o f  A griculture Food Safety A nd A nim al Health http://\vw w . w a.gov/agr/fsah/food_safety.htm

; r  * . :T c y  5:AT£
DEPARTMENT OF

^A G R IC U LT U R E

Commission
Merchants

Weights andfcU 
Measures -h ?•

Veterinarians^
Handbook

* Response to fires, floods, storms and other 
disasters relating to food safety issues.

U S D A

F o o d  S a f e t y ,  A n i m a l  H e a l t h  

&  C o n s u m e r  S e r v i c e s  D i v i s i o n

A n im a l H ea lth

Oversees livestock and poultry disease control, issues 
interstate health certificates, issues permits for and regulates 
restricted feed lots and rendering plants.

C o m m is s io n  M e rc h a n ts

The Commission Merchant Program enforces the 
Commission Merchant Act and investigates complaints to 
protect producers, buyers and sellers of agriculture products 
against illegal activities.

E g g  In s p e c tio n

Inspects eggs for quality and weight standards, sets and 
enforces sanitary standards for egg graders.

Food Safety: (Dairy Farms/Plants, Food Processors, Custom 
Meat, Food Storage Warehouses; Refrigerated Lockers; 
Consumer Complaints)

* Licensing and Inspection of wholesale food and 
dairy operations including Dairy Farms and Plants;
Food Processors; Custom Meat Facilities; Food 
Storage Warehouses; Refrigerated Lockers; Dairy 
Technicians.

* Sampling and Testing of Dairy and Food 
Products.

* Investigation of food and dairy product 
Complaints.

* Technical Assistance to industry and consumers.

3/26.01 10 32 AM

http:///vww


Washington State Departm ent o f  A griculture Food Safety A nd A nim al Health http:/Av\vw.\va.gov/ugr/fsah/food_safcty.lilm

Food Safety Inspection Service

Food & Drug Administration

Questions/comments 

on this site 

contact 

Doug Drown 

WebMaster

* Review of food product labeling.

* HACCP Training and Inspection.

L iv e s to c k  id e n tif ic a tio n

The Livestock Identification Program records brands and 
monitors the movement of livestock through inspections and 
documentation to establish the right of ownership and 
possession.

O rg a n ic  F o o d  C e rtific a tio n

Establishes organic standards, certifies organic food 
producers, processors and handlers; provides technical and 
market information for industry.

W e ig h ts  a n d  M e a s u re s

The WSDA Weights and Measures Program promotes 
marketplace equity in commercial transactions through testing 
and inspecting commercial devices, price verification, package 
inspection, public education, monitoring fuel quality and 
investigating complaints.

The WSDA Metrology Laboratory maintains the 
standards for mass, volume and length in order to provide 
reliable measurement services for government and industry.

T^>p o fP a g e ^

WSDA Horn. Pane I director's Office I Prouram Inform; 
Commodity Inspection | Footi . '-UctyAnimal Health A: Constm 

Laboratory Services | Pcstic do Management News Role 
Job Opportunities | Contact Us

2 ot'2 3/26,'Jl 10 32 AM



DIV ISIO N O F  EN V IRO N M EN TA L HEALTH 
D IR E C T O R ’S O F FIC E  
555 CO RDO VA ST R E E T  
A N CH O RA G E, ALASKA 99501 
http.7/'vw w .stalc.ak.us/dec/deh

DEPT. O F  E N V I R O N M E N T A L  C O N S E R V A T I O N

HEALTH

T O N Y  K N O W L E S ,  G O V E R N O R

Telephone: (907) 269-7644 
Fax: (907) 269-7654 

e-m ail: Jan ice_A dair@ envircon .sta te .ak .us

A p ri l  3. 2001

T h e  H o n o ra b le  E ld o n  M u ld e r  
T h e  H o n o ra b le  Bill W i l l ia m s  
C o - C h a i r m e n ,  H o u s e  F in a n c e  C o m m i t t e e  
J u n e a u ,  A K  9 9 801

Re: H B  51, S e a f o o d  a n d  F ood  S a fe ty  L a b o ra to ry

D e a r  R e p re se n ta t iv e s  M u ld e r  and  W il l ia m s :

D u r in g  the  h e a r in g  on  the  a b o v e - re fe re n c e d  bill ,  you  a s k e d  m e  fo r  tw o  d o c u m e n ts :  ( I ) a le t te r  f ro m  the  
o w n e r  o f  the  b u i ld in g  tha t  h o u s e s  o u r  c u r re n t  la b o ra to ry  th a t  w ill c o n f i r m  sh e  is not w i l l in g  to  r e d u c e  the 
cu r ren t  rent o f  SI  .03 p e r  s q u a re  foot by 15% , o r  d o w n  to  $ 8 8  p e r  sq u a re  foo t ,  as  re q u ir e d  by  A S  
3 6 .3 0 .0 8 3 ;  a n d  (2 )  the  e -m a i l  I r e c e iv e d  f ro m  th e  F o o d  and  D ru g  A d m in is t r a t io n  th a t  s ta te s ,  in par t ,  that 
the ag e n cy  no  lo n g e r  c e r t i f ie s  p r iv a te  la b o ra to r ie s  for  p a ra ly t ic  sh e l l f i sh  p o is o n in g  ( P S P )  te s t in g .

T h e  b u i ld in g  o w n e r  has  to ld  m e  sh e  is no t  in te re s te d  in tak ing  a 15%  re d u c t io n  in  ren t .  I h a v e  req u e s ted  
that in w r i t in g  bu t I h a v e  n o t  y e t  r e c e iv e d  it. E n c lo sed  p le ase  f ind  a c o p y  o f  m y  le t te r  to  the  o w n e r  
( E n c lo s u re  #1).  I w ill p ro v id e  y o u  w ith  a  c o p y  o f  w h a te v e r  I r e c e iv e  in r e sp o n se .

A lso  e n c lo s e d  (E n c lo s u r e  #2) is the  e -m a il  f ro m  L in d a  C h a n d le r  w i th  th e  F o o d  an d  D ru g  A d m in is t ra t io n  
d a te d  J a n u a r y  5. 2 0 0 0  tha t o u t l in e s  the  i s su es  a s so c ia te d  w ith  P S P  tes t ing .  Po in t  n u m b e r  9  s ta te s ,  in part,  
-- “F D A  n o  lo n g e r  e v a lu a te s  c o m m e r c i a l  la b o ra to r ie s ."

I 'd  a l so  like to  fu r th e r  a d d r e s s  s o m e  o th e r  q u e s t io n s  that h a v e  b e e n  ra ised  a b o u t  the  lab.

W h y  can  7 the Department use the Alaska Seafood International Building for the Seafood Lab ?  T h e re  a re  
se v e ra l  r e a so n s .  I h a v e  c o n ta c te d  B o b  P o e ,  the  D ire c to r  o f  the  A la s k a  Industr ia l  D e v e lo p m e n t  a n d  E x p o rt  
A u th o r i ty  ( A I D E A ) ,  w h ic h  o w n s  the  b u i ld in g  tha t c u r re n t ly  h o u s e s  A la s k a  S e a f o o d  In te rn a t io n a l  (A S I) .  
M r .  Poe to ld  m e  tha t A I D E A  s e f fo r t s  to  f ind  the  final in v e s to r  n e e d e d  for A SI h a v e  b ee n  su c c e s s fu l  so 
A S I  w ill  be  m o v in g  b a c k  in to  p ro d u c t io n  in the  n e a r  fu tu re  -  p r o b a b ly  by  th is  s u m m e r .  A S I  is in 
c o m p l ia n c e  w ith  the  t e rm s  o f  its le a se  w ith  A I D E A  fo r  the  fac il i ty  so ,  as  the  la n d lo rd .  A I D E A  h a s  no 
legal s ta n d in g  to  ca n ce l  the  lease .  E v en  i f  th e se  c o n d i t io n s  d id  not ex is t ,  s ig n i f ic an t  r e n o v a t io n s  w o u ld  be 
re q u ire d  in o r d e r  fo r  a par t  o f  the  b u i ld in g  to  1k * u se d  as  the  S e a f o o d  an d  F o o d  S a fe ty  L ab .  F ina l ly ,  the 
w o rk  d o n e  in th e  S e a fo o d  a n d  F o o d  S a fe ly  L ab  is in c o m p a t ib le  w i th  the  G o o d  M a n u fa c tu r in g  P ra c t ice s  
for food  p ro ce ss in g .

Safe Food, Safe Water, Healthy Communities
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W h y  d ic ln  7 t h e  D e p a r tm e n t  is s u e  a n  R F P  f i r s t  t o  s e e  i f  t h e  p r i v a t e  s e c t o r  c o u l d  b u i l d  t h e  f a c i l i t y  c h e a p e r ?  

The cost to develop an RFP for a laboratory is high. The design costs o f the proposal before you is 
$ 1,087.00. An RFP would need to be as detailed as the construction design in order to ensure the state 
gets a building that functions as necessary. General Services has advised us that there is no , rocess in the 
Procurement Code to allow us to solicit bids unless we intend to award a contract. Instead, we hired 
private consultants with expertise in lab design and real estate economics to give us their best professional 
judgment on the cost differences between building and leasing. The consultants concluded that leasing 
was far more expensive than building.

W h a t w i l l  b e  t h e  c o s t p e r  s q u a r e  f o o l  o f  t h e  n e w  b u i l d i n g  a s  p r o p o s e d ?  The cost per square foot w ill be 
$4.87 for the entire 20-year bond repayment term. A fter 20 years, the facility w ill be fu lly  paid for. (See 
Enclosure #3, memorandum from Hart Hodges with Northern Economics.) This is not significantly 
different from the lease rate paid for the State Chemistry' Lab located in Juneau, which is also managed by 
DEC. There, the state pays a current per square footage rent o f $4.26. This rental amount has increased 
over the years.

H o w  a r e  l a b o r a t o r i e s  s i z e d ?  Unlike office buildings, which are sized according to the number o f people 
that w ill work there, laboratories are sized based on the types o f analyses that w ill take place and the 
equipment needed to accomplish them. Enclosure #4 is a more complete listing o f reasons why
laboratories are more costly than office buildings including:

♦ more sophisticated HVAC systems are required;
♦ in Alaska, the HVAC must be located internally or in an enclosed penthouse instead o f on the

rooftop, which means more building; and
♦ laboratories require countertops, casework, fume hoods, controlled temperature rooms, 

glassware washers and dryers, autoclaves, and many other types o f fixed equipment that are 
part o f the construction costs and that take up significant amounts o f space.

H o w  d o e s  t h e  2 0 , 5 0 0  s q u a r e  f e e t  c o m p a r e  w i t h  t h e  D e p a r t m e n t ' s  c u r r e n t  S e a f o o d  a n d  F o o d  S a f e t y  L a b ?  

O f the planned 20,500 square feet. 11,890 square feet w ill be available to be used by people. The rest o f 
the building, some 8,610 square feet, w ill be for support space such as ventilation, mechanical, hallways 
(which have to be wider than in an office building), etc. Enclosure #5 is some general information about 
building efficiency and how the planned Seafood and Food Safety Laboratory compares to other labs.

The current laboratory is just under 9,000 square feet. Enclosure #6 includes some pictures o f the current 
Seafood and Food Safely Lab that show the crowded conditions as well as the inadequate ventilation.

W h a t p a r t  o f  t h e  p r o p o s e d  l a b  c o u l d  b e  d e le t e d  i f  t h e  b o n d  p a c k a g e  w a s  r e d u c e d ?  The proposal before 
you has not been over-designed. We're not proposing to build more than we need. It w ill consist o f four 
lab areas, all o f which are distinct with their own equipment needs: chemistry, microbiology, marine 
toxins, and dairy. There w ill need to be storage areas for the laboratory supplies, including secure storage 
for the chemicals that are used and an animal holding area for the mice. There w ill o f course need to be a 
media preparation room where all the test tubes, beakers, etc. are washed and stored, as well as a walk-in 
cooler and freezer to hold samples. We have plann I for cubicles or offices as appropriate to the position
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for each o f the eleven employees who w ill work in the lab and the associated office support space such as 
a file room, a copier/mail room, etc. There w ill also be a conference room/training room, which w ill 
allow us to have room to train the commercial labs operators we certify for drinking water analyses. In 
addition, there w ill space to house the mechanical, ventilation, janitorial, electrical, communication and 
other building support needs.

W h y  is  t h e  m a t c h  g e n e r a l f u n d  in s t e a d  o f  a n o t h e r  f u n d  s o u r c e ?  The lab building does not qualify for 
federal funds and, according to the Office o f Management and Budget, the only other possible option 
would be AHFC dividends and they are already obligated.

W h a t w i l l  h a p p e n  i f  t h i s  b i l l  d o e s  n o t  p a s s ?  I f  the b ill does not pass, we w ill have no option but to go out 
for an RFP this summer. This is because we know the lease is expiring and it cannot be extended except 
on an emergency basis. General Services has told me that the cost to develop the RFP, which w ill be 
essentially the same as the construction design cost, w ill have tn be paid by the department. The 
increased rent w ill also largely come from our Laboratory budget. We can’ t absorb either one.

There are three other enclosures for your information. Enclosure #7 is a copy o f the letter I've written to 
Representative Ogun addressing the points he made in his memo to the committee. Enclosure #8 is a 
timeline o f activities we’ ve undertaken related to this issue and Enclosure #9 is a letter I recently received 
from Peter Pan Seafoods supporting this project.

Finally. I need to correct one part o f my testimony that 1 gave during the hearing. Representative Mulder, 
you asked me about growth in the lab and I told you I did not envision anything coming down the pike 
that would cause growth. As I explained in the e-mail that I sent you the next day. I simply forgot that the 
Fish Monitoring Program the department proposed this year included one food chemist for the lab.

I want to thank you for holding a hearing on this legislation and I ’ ll look forward to your hearing it again.

Enclosures as noted

cc: House Finance Committee Members (w/cncl)
The Honorable John Torgerson (w/encl) 
Commissioner Michele Brown (w/encl)
Brad Pierce, OMB (w/encl)
Vern Jones, General Services (w/encl)
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M e m o r a n d u m

To: Janice Adair
Department of Environmental Conservation

From: Hart Hodges
Northern Economics

Date: April 2, 2001

Re: Seafood and Food Safety Lab

There still seems to be some confusion as to whether it would be less expensive for the state to construct a 
new lab or to work with a developer. Our calculations show that the build-to-own option is less expensive 
than the lease-to-own option because of the profits the developer would seek to earn on the project in 
years 11-20. While a private developer might be more efficient in the construction phase o f the project, 
the developer would also require a sufficient return on his or her investment to make it worthwhile. The 
difference in efficiency is partially offset by the fact that the state can borrow money at a lower rate than a 
developer. More important, the profit that a developer would earn in years 11-20 is money the state 
could avoid paying.

Our conversations with individuals at Fischer Properties and other real estate management companies in 
Anchorage revealed that a private developer would repay his or her loans in ten years, and then charge a 
lease rate in years 11-20 that was approximately 75 percent as high as the rate in years 1-10. That is, the 
developer would recover his or her debt in the first ten years and then recover almost as much again in 
the second ten years. If the state uses a short enough planning horizon when considering this project (for 
example, 5 or 10 years), then the cost of the lease-to- wn option would be lower than the cost of the 
build-to-own option. However, if the state uses a longe. planning horizon, then the cost of the build-to- 
own option is lower. We have assumed a 20-year planning horizon in our calculations. (For reference, the 
existing Food Safety Lab has been at its present location for significantly more than 20 years.)

There also still appears to be some confusion about the cost per square foot for the new facility. Annual 
loan payments of S 1.2 million suggest a cost of S4.87 per square foot per month (S1.2 million divided by 
20,500 square feet divided by 12 months). Whether or not this cost is high depends on several factors. 
One important issue is the fact that the $4.87 per foot figure would not cha ie for 20 years. Over time, 
the $4.87 figure wiH become relatively cheap (as other lease rates increase). Another important factor is 
that there are very few, if any, comparable spaces that provide a point of reference. The existing Food 
Safety Lab. general warehouse space, and most other real estate would not meet the needs o f the Seafood 
and Food Safety Lab and the cost of such spaces do not provide meaningful benchmarks.

We hope these comments are helpful.

880 H STREET, SUITE 210 
ANCHORAGE, ALASKA 99501 
(907) 274-5600 FAX (907) 274-5601 
e-mail: harth® norccon.com 
Internet: www.northcrnec&nomict.com 
Enclosure 13



Adair, Janice

From: Barrett, Dick
Sent: Wednesday, January 05, 2000 5:10 PM
To: Adair, Janice
Subjoct: FW: Information Requested

Janice here is the information that you requested via the E-mail format.—Dick 

— Original Message—
From: Linda Chandler [mailto:LChandle@bangate.fda.gov]
Sent: Wednesday, January 05, 2000 2:08 PM 
To: callison@envircon.state.ak.us 
Cc: dbarrett@envircon.state.ak.us 
Subject: Information Requested

Hello again Chris and Dick. Here is the gist of our conversation and a few 
additional thoughts concerning PSP analyses by commercial laboratories.

Currently there are no commercial laboratories doing PSP analytical work in 
the United States. There are many good reasons for this.

a. Use of live animals in testing (care, maintenance 
and disposal costs).

b. High start-up costs (i.e. separate quiet area with 
adequate temperature control for mice acclimation and injection

must be maintained).
c. Quality assurance and recorded keeping required 

under the NSSP quite exacting for a small commercial lab.
d. Limited available consultant expertise in 

establishing routine procedures (i.e. standardizing the bioassay,
conversion factor checks, etc.).

e. Potential nonavailability or limited availability 
of saxitoxin standard solution for standardizing the bioassay,

conversion factor checks, etc because of 
regulations and restrictions imposed on Ihe transportation of substances 

which have potential to be used for biological
warfare.

f. Seasonality and sporadic nature of PSP toxicity.
No guarantee of steady supply of samples. Hence, a commercial

laboratory must keep analytical per sample cost 
high to provide this service.

g. Nonexistence of certified State Shellfish
Laboratory Evaluation Officers to evaluate commercial facilities for _

compliance to NSSP requirements in the area of Z
PSP testing. Unless a laboratory has been evaluated and found to Q

be conforming or provisionally conforming, it —I
cannot provide support to the NSSP. FDA no longer evaluates ^

commercial laboratories. m i

Four to five years ago, Massachusetts had a commercial laboratory doing PSP 
work. At the time. Massachusetts required dockside sampling of certain 
offshore areas. The firm fishing the area for mussels could not find a 
commercial laboratory to analyze their samples for PSP toxins. Rather than 
give up their lucrative market, the firm decided to set-up their own in-house 
laboratory to do the testing. After many months, a largo out'ay of capital 
and much frustration on the part of the firm, they were ready to be evaluated.
Several evaluations later, they were ready to do their in-house samples.

Fortunately at this time, Massachusetts had a Shellfish Laboratory Evaluation 
Officer trained to perform evaluations of laboratories doing PSP work. Ho has 
since left the employ of the State and his function has not been replaced.

To summarize, at this point in time it may not be possible for a commercial 
laboratory to perform routine PSP analyses because of the regulations and 
restrictions governing the transportation and possession of substances like 
saxitoxin considered to have potential for use as biological weapons. Dr.
George Hoskln of FDA's Office of Seafood might be able to shed some light on

E n c l o s u r e  92
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I hope this information is what you had in mind and is useful. Please let me 
know if you need further assistance. Take care

Linda

t h i s  q u e s t i o n .

2



T O N Y  K N O W L E S ,  G O V E R N O R

D IV ISIO N  O F  EN V IRO N M EN TA L H E A LTH  
D IR E C T O R ’S O F FIC E  
555 CO RD O V A  S T R E E T  
A N CH O RA G E, ALASKA 95501 
http://w w w .statc.ak.us/dcc/dch

Telephone: (907) 269-7644 
Fax: (907) 269-7654 

e-m ail: Jan ice_A dair@ envircon .state.ak .us

April 11,2001 

Dave Stancliffe
Office of Representative Scott Ogan 
Room 108, Capitol Building 
Juneau, AK 99801

Dear Dave:

When we talked on Thursday April 5 regarding DEC's Seafood and Food Safety Laboratoiy, you 
asked me to examine whether or not the "agricultural” aspects of the lab could be left in Palmer.
1 explained that, to me, "agriculture" means crops so I was a bit puzzled since we do not test any 
of these products unless they've been implicated in a foodborne outbreak. As the conversation 
progressed, we decided that I would look at what it would cost to leave the dairy and animal 
health laboratory functions in the Mat-Su Valley.

The dairy laboratory functions consist of testing the raw and processed milk products to ensure 
conformity with the Pasteurized Milk Ordinance. According to Dick Barrett, the laboratory 
manager, these tests -  if done all at the same time -  would take about two weeks a month to 
perform. The same microbiologist who tests ready-to-eat food products (which are mainly 
seafood) also runs the milk tests. FDA must certify the laboratory space where miik is tested.

The animal health functions consist of testing the blood of horses for Equine Infectious Anemia 
(EIA) and reindeer and cattle for brucellosis. Milk and tissues from cattle and goats are, on rare 
occasions, tested for mastitis-causing organisms and other disease-causing bacteria. From time to 
time, animal fecal samples may be tested for parasites. The same microbiologists who mn these 
tests also run seafood tests, including the tests for PSP. With the exception of the EIA tests, 
which are primarily run April to July, the animal health tests are done sporadically. Like the dairy 
testing, these tests are not done in a dedicated lab but rather are done in the same area as 
‘contaminated" foods (as opposed to ready-to-eat foods where the dairy testing is done). The 
USDA must certify laboratories that perform EIA and brucellosis testing.

Splitting these functions out of the Seafood and Food Safety Lab would result in additional costs 
to the slate without any concomitant savings in the construction of the new laboratory. There is 
no "dedicated" lab space for the dairy or animal health tests; they are performed in the same area 
where other food items are tested. Thus, our new leased space in the Valley would have to 
include laboratory space sufficient to ensure certification by both FDA a id USDA. In addition, 
we would need to hire a part-time microbiologist for ’hu e functions.

Saff Food, Soft• Water. Healthy Comimuiitiex
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The Office of the State Veterinarian will remain in the Valley as will the Dairy Sanitarian and the 
Pesticides group. While these programs serve the entire state and could be located just about any 
place, their functions do have strong ties to the Valley. But, the lab is different. Its workload is 
about 80% seafood-related. The staff is all cross-trained because the non-seafood work is such a 
small aspect of the total workload. This is the only way those tests can be done cost-effectively. 
The different lab areas are also used for a variety of functions, again for cost-effcctiveness. Only 
PSP testing has a dedicated lab, and that’s because of the mice and the potential of oacterial 
contamination of other products to be tested.

In summary, to split the Seafood and Food Safely Lab into two labs, with some functions 
remaining in Valley would cost the state more money than leaving the lab functions consolidated 
in one facility.

cc: The Honorable Eldon Mulder
The Honorable Bill Williams 
Commissioner Michele Brown 
Brad Pierce, OMB
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Representative Eric Croft 
Room 400 
Capital Building 
Juneau, AK 99801

Alaska Seafood Internationals (ASI) microbiological laboratory can not fully meet the current 
laboratory needs of the AlasKa Department of Environmental Conservation (ADEC)
Environmen al Health Program. Although state of the art, the microbiclogical laboratory and 
services al /\SI were developed to meet the specific needs of the seafood industry. In other 
words, the tests and services capabilities that we have are tailored to meet ASI’s in-house, vendor 
and more importantly customer needs. It was never intended to serve as a broad spectrum test 
facility that is required by regulatory agencies. Our core competency is such and any ancillary 
testing done for outside services are extensions of that.

We have space for a finite number of technicians and functionalities to work on seafood related 
items. Our micro lab projected working space is maximum of 4 individuals. Other services 
offered by ADEC’s Food Safely lab such as PSP testing and animal necopries would be 
impossible to conduct in our lab due to cross contamination and space issues. Also we do not 
have the analytical chemistry testing capability that regulatory laboratories have, nor will we be 
able to do such because of the space issue.

More importantly, the announcement of the new investor has greatly limited the partnering of the 
facility for use by second parties. Therefore. I anticipate to have our laboratory running 
specifically for ASI interests in the near and long term.

Sincerely,

David B. Kang V  
Manager. Quality Assurance

ALASKA SEAFOOD INTERNnTION'AL, LLC • 6689 Seaf.RRl Drive • Anchonusr. Alnrkn 'WStK
Tel I W I  770 S21V • Fax (*>071 770-S170 • w nl.nk.i-»cflfiR>il enm



Adair, Janice
Subject: FW: Laboratory Space (Alaska Food Safety Lab)

 Original Message----
From: Neuenschwander, Wes [mailto:Wes.Neuenschwajider8DOH.WA.GOV] 
Sent: Tuesday, April 03, 2001 4:56 PM 
To: 'Allison, Chris'
Cc: Navaja, Pamela; Holman, Bob L; Gautom, Romesh; RobertBon, James 
Subject: RE: Laboratory Space {Alaska Food Safety Lab)

Chris,

Following are estimates of the areas used by the environmental labs of 
the
Washington State Public Health Laboratories, broken down - more or less 

according to the categories you've described.

PSP/Shellfish/Marine Toxins Laboratory - 680 SF 

Seafood Microbiology Laboratory - 460 SF
Food Microbiology Laboratory (included with Seafood Microbiology)

Drinking Water Laboratory - 490 SF 
(Water bacteriology)

Chemistry: Seafood/Heavy Metals/PCBs - 3,610 SF
(This area primarily supports drinking water chemistry analysis for both 
organic and inorganic compounds. Food chemistry comprises a relatively 
small part of the workload in this area but the equipment needs are 
essentially the same.)

Other Miscellaneous Laboratory Space

Media Prep - 660 SF
Decontamination/Glass wash - 810 SF
(These also support other, non-environmental, ?abs in addition to our 

environmental labs)

Associated Office Space for Laboratory Staff

Work areas reviewing results, preparing reports, etc. are provided 
within
the lab areas for technical staff and lead workers (typically about 30 
SF/ea!. Supervisors and office directors have private offices (about 95 
SF/ea). We also have spaces for employee breaks, vending machines and 
food
preparation, meeting rooms (large and small), copiers and other shared 
equipment, library/resource rooms, a central computer/Berver area for IT 
services that are shared by all the labs and associated program staff 
within
the facility. I have not quantified these since it would be difficult 
to
accurately estimate the proportion of theBe spaces used by our 
environmental
programs vs. the other labs and programs within our facility. For what 
i t ' s
worth, some studies have estimated that generic support areas such an 
these
may comprise 30-40% of the overall facility space needs.

G e n e r a l  N o te s
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'Values given above are net square feet and do not include areas required 
'for
corridors, bathrooms, mechanical equipment and other common/support 
areas
that are required to provide a functional laboratory. To convert the 
net
areas (NSF) given above into reasonable estimates of overall building 
size
(gross square feet or GSF) multiply the uet areas given by 1.5 - 2.0 
(corresponds to "plan efficiencies" ranging from 65% to 50%, which is 
fairly
typical for laboratories).

I should also point out that attempts to establish "benchmark" estimates 
such as these, based on comparable functions or work loads are 
notoriously
inaccurate and frequently highly misleading. Some previous studies done 
ox
the space requirements for various types of some of the more common lab 
types have found requirements ranging over a 200-300% ranget Obviously 
this
kind of data is of little use in predicting either the space 
requirements -
or costs - of such highly varied and highly specialized facilities. In 
my
experience the only reliable way to estimate the space requirements for 
most
laboratories - and certainly relatively uncommon laboratories such as 
public
health laboratories or food laboratories - is through a detailed space 
needs
analysis (or better yet, a full architectural/technical program) 
prepared by
a consultant specializing in laboratory planning.

If you have any questions about the scopes of work or work volumes in 
these
areas, please contact Pam Navaja (206-361-2910; 
pamela.navaja@doh.wa.gov).
If you have any questions about how these areas were calculated or about 
types of space or areas required for labs of these types please call me 
or
email me (contact #' s given below) and I'll get back to you »*s quickly 
as
possible. If Pam or I am not able to answer your questions we'll be 
glad to
refer you to someone who cam.

-Wes

This message may be confidential. If you received it by mistake, 
please
notify the sender and delete the message. All messages to and from the 
Department of Health may be disclosed to the public.

Wes Neuenschwander 
WSPHL Facilities Planning 
1610 NE 150th Street 
Shoreline, WA 90155

Phone: (206) 361-2857
Fax (Direct)i (206) 361-2868
Email: wen.neuenachwander@doh.wa.gov

2

mailto:pamela.navaja@doh.wa.gov
mailto:wen.neuenachwander@doh.wa.gov






r - '  ;









LABORATORY COST FACTORS
(as compared to other building types)

Since square foot costs are higher fo r laboratory facilities, and many more gross square feet are
required fo r the same net or usable square feet, additional costs are required. Furthermore,
items in laboratory facilities not usually found in other types o f buildings raise the cost again.

Elements of Construction Contributing to Higher Square Foot Costs

• Structural System: required to carry heavier loads and be vibration resistant.

• Finishes: moisture resistant, clecnable, sealed from adjacent spaces, designed to contain 
microbes.

• HVAC System: requires better filtration, more air ventilation (minimum 10-12 air changes 
per hour fo r labs vs. 3-5 air changes fo r typical office space), 100% exhaust air, and more 
sophisticated control systems. Several types o f exhaust systems are required, some o f which 
require stainless steel ducts and filtration. Laboratory areas are required to be pressurized 
differentially from non-laboratory areas and adjacent more critical laboratory areas in 
order to prevent exposure to infectious diseases or pathogens.

• Due to the harsh climate in Alaska, we must locate laboratory HVAC internally or in an
• enclosed penthouse in lieu of rooftop mounted equipment common to laboratory facilities in 

the lower 48. Translation: more building square footage and higher costs.

• Gases: several types ofpiped gas systems are required fo r the testing and research 
conducted.

• Plumbing: testing and research conducted requires treated water distribution systei is 
separate from the standard domestic distribution systems. Non-corrosive waste piping 
systems designed fo r disposal o f acids and other chemicals are required in addition to the 
standard sanitary and storm drainage systems.

• Power: the equipment intensive work requires extensive power distribution and 
communications systems.

• Lighting: the type o f work performed requires higher lighting levels, and much o f the testing 
and research procedures being performed at the Seafood and Food Safety Laboratory are 
required to be federally certified and must maintain a minimum of 100 fool-candles at the 
worksurface to achieve the required certification. (More stringent than the APHUMEF.)

• Security: the need to maintain a safe laboratory working environment and protect non- 
laboratcry workers and the public from exposure to infectious diseases requires the 
incorporation o f more sophisticated security and access control systems.

• Special Construction: many areas, because of the special nature o f the procedures 
conducted, require special walls, ceilings and floors. Building systems are required to be 
designed to be flexible to accommodate new equipment and procedures required to test fo r  
new diseases and pathogens.
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Equipment and Systems Contributing to Higher Square Foot Costs

• I t e m s  n o t  t y p i c a l l y  f o u n d  i n  o t h e r  b u i l d i n g  t y p e s  a r e  s p e c ia l  l a b o r a t o r y  c o u n t e r t o p s /  

c a s e w o r k ,  f i i m e  h o o d s ,  c o n t r o l l e d - t e m p e r a t u r e  r o o m s ,  g la s s w a r e  w a s h e r s  a n d  d r y e r s ,  

a u t o c la v e s  a n d  m a n y  o t h e r  t y p e s  o f f i x e d  e q u ip m e n t  a r e  a  p a r t  o f  t h e  c o n s t r u c t io n  c o s t ,  
c o n s e q u e n t l y  r a i s i n g  t h e  s q u a r e  f o o t  c o s ts .

• M a n y  o p e r a t i o n s  i n  r e s e a r c h  a n d  c l i n i c a l  l a b o r a t o r i e s  a r e  i r r e p la c e a b le .  A l t e r n a t i v e ly ,  

r e p e a t i n g  p r o c e d u r e s  i s  e x t r e m e ly  c o s t l y  in  t i m e  a n d  s e r v ic e s .  T h e r e f o r e ,  r e d u n d a n c y  is  

r e q u i r e d  t o  b e  b u i l t  i n  t o  t h e  u t i l i t y  s e r v ic e s .  D u a l  f a n s ,  f i l t e r s  a n d  s t a n d b y  p o w e r  g e n e r a t i o n  

a r e  t y p i c a l ,  e a c h  o f  w h i c h  c o n t r i b u t e  t o  h i g h e r  s q u a r e  f o o t  c o s ts .

• S a f e t y f e a t u r e s  n o t  f o u n d  i n  o t h e r  b u i l d i n g  t y p e s  a r e  r e q u i r e d ,  i n c l u d i n g  e y e w a s h  s t a t io n s  

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

d i s t r i b u t i o n  s y s te m  a n d f l o o r  d r a in s ) ,  a n d  s p e c i a l i z e d f i r e  p r o t e c t i o n  s y s te m s  ( e .g . ,  p r e - a c t i o n  

s p r i n k l e r  s y s te m s  t c  p r o t e c t  e q u ip m e n t  a n d  p r o c e d u r e s ,  d r y  c h e m ic a l  f i r e  e x t in g u is h in g  

s y s te m s ,  e tc . )
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T im e l in e  

S e a fo o d  a n d  F o o d  S a fe ty  L a b o r a t o r y  R e p la c e m e n t

1997 Summer/Fall

♦ Began discussions with current landlord about expanding into other parts of the building 
where the lab is currently located in order to provide more room for the lab and a 
consolidation of D EC ’s Mat-Su offices (currently one is located in Wasilla and one in 

Palmer). Lease term was expiring in 1998.

Loretta Delk with General Services pointed out statutory requirements for rent reduction 
before leases can be extended for long term. (See AS 36.30.083) Since the building is in 
compliance with ADA, a 15% reduction would be required. At this point in time, rent was 

$.98 per square foot.

1998

♦ Requested and obtained first capital appropriation (S 145.7) to evaluate replacement options. 
Through an RFP, we contracted with Livingston Sloan, an Anchorage based architectural 
firm with significant laboratory design experience. Livingston Sloan contracted with 
Northern Economu -.s to do the economic analyses required under the RFP. The scope of the 
RFP was to analyze the most cost effective replacement plan to include whether it should be 
leased or owned; the best location; and whether both labs operated by DEC should be 
consolidated.

(The State Chemistry Lab in Juneau was built under a design/construct RFP in approximately 
1991. The state is in litigation over this facility so all of the issues we’ve had with it cannot 
be publicly shared. However, it has been a significant problem. By 1996, we were able to 
document over $60,000 in lost equipment and 220 person-hours dealing with the problems. 
There were at least 9 days where the laboratory was essentially shut down.)

Livingston Sloan produced Feasibility Study dated October, 1998. It recommended 
consolidating both DEC labs along with the D EC’s Wasilla office, into one state-owned 
facility in either Palmer or Anchorage. The study stated in part “If a stand-alone FSL [Food 
Safety Lab] is developed without the SCL [State Chemistry Lab, which is in Juneau], there is 
no significant difference in locating a new FSL in Anchorage or Palmer.” The Feasibility 
Study estimated land acquisition costs in Anchorage of $522,720.

1999

♦ Oil prices dropped and no legislation was introduced to construct a new laboratory.

In order to reduce the cost of the new facility, we reconsidered combining the two 
laboratories and decided to find state-owned land to use. We also opted to not consolidate the 
DEC offices into the new building since leased office space is easily obtained in the private 
market and co-locating the offices with the lab was not necessary.

We met with General Services to see what lessons we learned from the construction of the 
State Chemistry Lab so they would not be repeated. The primary issue was the RFP was
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developed without design standards by people without expertise in laboratory requirements. 
Also, it was a design/construct project.

In order to ascertain whether or not the Seafood and Food Safety Lab could be co-located 
with the new Public Health Lab being constructed by the Department of Health and Social 
Services, each agency hired a private consultant to evaluate both labs. That proved to be 
infeasible. The Public Health Lab was sized appropriately for the needs of DHSS so had no 
excess room. It was not possible to add a wing on to the Public Health Lab because of 

surrounding wetlands.

The lease for the Palmer facility was extended for one year with three one-year extensions at 
an increased lease rate of approximately SI.03 per square foot.

2000

♦ DEC requested funding (S240.0) from the Legislature to update the 1998 Feasibility Study by 
Livingston Sloan to reflect the single Seafood and Food Safety Lab on state owned land

without the other DEC offices consolidated in to it.

A study of state owned land in the Anchorage bowl and Mat-Su Borough was conducted that 
resulted in a Site Selection Report dated September 2000. It was submitted to the 
Municipality and the Anchorage Planning and Zoning Commission held hearings on the 
proposal. TTie Commission approved the project 7 -0 .

Livingston Sloan and Northern Economics updated the 1998 Feasibility Study. The results
were summarized in a memorandum dated January, 2001.

2001

♦ DEC worked with DOT&PF to solicit and award a contract for facility design and 

engineering services.

Detailed facility programming and site planning activities were performed to develop an 
accurate cost estimate for facility construction.

Site surveys, and follow-up property coordination activities continue.



LABORATORY PLAN EFFICIENCY

S F S L  L a b o r a t o r y  C la s s i f ic a t io n  C a te g o r y :  S p e c ia l iz e d  

• Laboratories are classified by categories as a reflection o f their usage. “Specialized

laboratory to office/administration space. The DEC SFSL has a 75:25 laboratory to 
office/admin ratio.

• Average plan efficiency ratio fo r Specialized Laboratory Facilities is 50-55% Net Assignable 
Area vs. Gross Building Area, as opposed to typical office space which often is able to 
achieve efficiencies in the 75-80% range.

• Specialized Laboratory Facilities cost more per square foot to construct than typical office 
buildings due to the costs o f specialized construction and equipment fo r the laboratory 
portions o f the facility, plus the additional square footage beyond the Net Assignable Area 
required in support o f the laboratory program areas.

• "Net Assignable Area ” is the sum of all areas on all floors o f a building assigned to, or 
• available fo r assignment to, an occupant which can be put to useful purposes in

accomplishment o f an agency mission, including every type of space functionally usable by 
an occupant, exclusive o f custodial areas, circulation, mechanical areas, and building 
construction elements (permanent walls, columns, etc.).

• “Efficiency " is the percentage o f the area o f the facility that can be defined as "Net 
Assignable Area " vs. the Gross Building Area, which includes all elements and spaces o f the 
overall area of the facility measured to the outside wall:

At 58%, the Seafood and Food Safety Lab exceeds the average efficiency ratio fo r a specialized lab.

Laboratory Facilities “ are defined as laboratories with some containment and a high ratio of

Net assignable floor area

Comparative Laboratory Efficiency Analysis
Protect GSF Efficiency
DEC S*:.rood and Food Safety Laboratory
Alaska Public Health Laboratory & Medical Examiner Facility
NOAA/NMFS Fisheries Research Laboratory Building; Juneau
Fred Hutchinson Cancer Research Center Phase I
Fred Hutchinson Cancer Research Center Phase II
Western Washington University, Phase II, Biology
University of Washington, Chemistry
University of Washington, Electrical Engineering
University of Washington, Medical Center, H-Wing
UCLA, Gordon & Virginia McDonald Medical Research
National Renewable Energy Laboratory; Golden, Colorado
University of Nebraska, Beadle Center for Science and Technology
University of California, Santa Cruz, Marine Sciences
Columbia University, Center for Engineering and Physical Science
Northwestern U., George & Edwlna Tarry Research Building
Stanford U.. Beckman Center for Molecular & Genetic Medicine
Stanford U.. Gilber Biological Sciences Building
Thomas Jefferson U., Lewis W. Bluemle Jr., Life Sciences Building
University of Illinois at Chicago. Engineering Research Building

♦/- 20,500 58%
38.120 53%
34.120 54%

305.000 55%
208.000 55%

78,800 54%
106.000 53%
297.000 52%
210.000 50%
157,450 50%
117.200 53%
143.400 57%
147.200 56%
145.400 47%
272.000 53%
191,350 54%
100.400 55%
287,300 53%
144,550 55%
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R e a s o n s  f o r  L o w  L a b o r a t o r y  P la n  E f f ic ie n c ie s  /s .  o t h e r  b u i ld i n g  ty p e s ) :

• More air handling systems, utilities, power, waste lines requiring larger mechanical rooms 
and shafts, requiring more space, volume and structure to enclose.

• Multiple exit doors that swing out o f laboratories fo r safety reasons contribute to non- 
assignable area.

• Many other safety features require space, including emergency showers, eyewash stations, 
handwashing stations, airlocks, and protective clothing storage and dressing areas.

« Codes equire proportionately more space; fo r example, the number o f toilets is based on the 
number o f occupants, which is based on gross square feet. And laboratory facilities are 
equipment-intensive, low-occupant-density facilities, which mandates more sanitary facilities 
than would be required in a typical office building.

• Laboratory areas have increased in size to accommodate current federally mandated 
requirements to provide accessible work spaces (ADA).

• Many facilities, particularly fo r testing and research, have a large proportion ofsmall, 
enclosed spaces, requiring more building area fo r partitions and doors.

• More cart traffic is required, resulting in increased corridor widths, door opening widths 
and more circulation space within laboratory areas, further contributing to the overall area 
required. Equipment required is frequently located on a moveable cart to maximize the 
bench space available fo r the safe and efficient conduct ofprocedures.

• Laboratory staffpositions require multiple work areas. Processing o f specimens and testing 
procedures is performed in a "wet ” laboratory setting, while the processing o f data requires 
a dry paperwork station nearby. Data is compiled and analyzed by laboratory stafffor 
generation o f reports in a separate work area/office setting.

• Laboratory space and layout is dictated by the conventions and sequence required fo r the 
processing o f specimens:
1. Arrival/receiving
2. Accessioning (log-in and distribution)
3. Testing (often performed at multiple stations depending on specimen type)
4. Shipping .

5. Disposal

• Dedicated preparatory work areas are required fo r  the media usedfor test cultures, plus 
storage area fo r the media materials.

• Separate glassware storage (both clean and soiled) and washing areas are required.
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Comparison of some laboratory spaces -- does not include all of the lab areas within each laboratory building but only those where we had some 
reasonable assurance that ihey were similar enough in scope that some sort of comparison could be made. What is not taken into 
account when looking at these numbers Is the exact type of equipment in each room or differences in the entire building configuration 
which could result in some aspects of the work associated with a particular lab room being done elsewhere In the building.

Alaska Oregon Washington AK Proposed

Marine Toxins 664 870 680 1,150

Ready to Eat Micro 500 600 490 575

General Micro 545 1,260 460 1,150

Chemistry 925 2,565 3,610 2,015

Media Prep 900 not given 660* 1,150

Decontamination 200 not given 900 290

PCR 440 not given 144

Drinking Water not given 490 575

‘ Does not include stainless steel area. Both Alaska number do.



Proposed Sq. Ft.

9,520 

2,210 

11,730 

7,930 

19,660

Comparison of Current Seafood and Food Safety Lab to Proposed Lab

Current Sq. Ft.

NSF1 Laboratory Space • 4,395

NSF Administrative Space 3,270

Total NSF 7,665

“Support” Sq. Ft.: 1,775

Total Gross Square Footage 9,440

1 NSF -  Net Square feet; it is the occupied square footage.
1 "Support” square footage includes the interior space for mechanical, electrical, corridors, building 
structure (walls, etc.) and the rooftop penthouse for the ventilation (sec picture attached).
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T h is  i s  th e  r o o f to p  o f  a  l a b o r a t o r y  in  W a sh in g to n  S t a t e .  A l l  o f  

t h i s  eq u ip m e n t a u s t  be  c o v e re d  by a  p e n th o u s e  i n  A la s k a ,  and  t h a t  

a d d s  to  th e  t o t a l  G ro ss  S q u a re  F o o ta g e .



A l a s k a n s h e l l f i s h

U r o w e r s
ASSOCIATION

January l?', 2001 - - 1
’*** :

J in ic e  A dair, d irecto r
AD EC;D iv. of E nvironm ental H ealth , •
555 Cordova Street ' 1 •
Anchorage,. AK 99501

• «

D ear Ms. A dair: . V

l'ni pleased to offer the si jport of shellfish growcnUbr the construction of a now . 
food safety laboratory in Anchor, ge. La addition to being cost effective for rite state, the
new lab will significantly improve service to the overwhelming majority of |hc ‘customers
it serves.

I have visited the lab on several occasions over the past 10 yenn nnri I am folly 
aware of the antiquated nature of the facility. The lapsing o f  the lease in the current 
facility may be a blessing in disguise since the facility should have been replaced years

• '! i *' *ago. . -
For shellfish growem. the shift to an Anchorage location makes a tremendous 

arncunt o f  sense, since logistics to Palmer have proven to be difficult and expensive. For 
example-, when we scnu in water .samples tor analysis, we have JO hours from the time 
they ate collected until they have to be in the hands of lab technicians. While, tlusleg 
from Anchorage to Palmer doesn’t sound significant, courier service to Palmer is'limited 
and expensive. I've had to have my father, who lives in Anchorage, pick up a sample at 
the airport and run it out to Palmer simply h 'rause my time window would havefclapsed 
if the samples had to wait for a courier deliv, _. ;

It is my understanding that roughly 80 per cent of the ’ab's business involves 
seafood, and the .Anchorage location would be considerably more convenient for mo3t of 
the customers served by the lab. As a geoduck buyer, 1 am painfully aware bl the 
difficult and expensive logistics of getting PSP samples to Paltncr from the Anchorage 
airport. From my long involvement on the ASM1 board. I am aware that this is a.problem 
that many in the industry have in common.

According to information wc received through briefings by DEC personnel, tbe 
shifrto a facility in Ancbomgc also makes good fiscal sense since the building would be 
amortized over a 20-year period, resulting in significant savings in Icxtc fees for the 
remaining life of the structure.

One t f the concerns I've heard voiced about the new' lab is that the services should 
be contracted out to the private sector, rather than investing in a new public structure, t 
have been active in PSP testing and water certification issues on a national level for 
ASGA. und have investigated the use of private laboratory servtce.s for my own farm I

Un«ln<r P n in le r ,  v k e - p r e i i i j t n t  ♦  P.O. B u i  20704 Ju n ra u .A k '  09902 ♦  I’h o n e 'f a s :  (V0T) 4f»J.J<i00



have found that there are no private labs providing PSP tests in the U.S. and the process 
of obtaining FDA certification for fcca! colilbrm tests in marine waters is coo difficult to 
attract interest from the private sector.

In summary, the aquatic farm industry strongly supports the construction of the 
new food safety lab in Anchorage. Please let me know if there's anything 1 can do to 
further support this important project.



P A C I F I C  A L A S K A  S H E L L F I S H ,  IN C  

P .O . B O X  7 4 9 8  

N B C IS K I ,  A K  9 9 6 3 5

J a n u a ry  2 4 , 2 0 0 1  

J a n ic e  A d a i r

D i r e c t o r  o f  E n v i r o n m e n ta l  H e a lth  

5 5 5  C o r d o v a  S t  F i f t h  F lo o r  

A n c h o r a g e  A K  9 9 5 0 1

D e a r  J a n ic e ,

I  w a n t  t o  r e i te r a te  th e  p o in t  I  m a d e  la s t  y e a r  w h e n  w c  

d is c u s s e d  th e  f u t u r e  o f  th e  T a b  a n d  i t s  m o v e m e n t  to  a n e w  

lo c a t io n  in  A n c h o r a g e .  I  a m  t o t a l l y  b e h in d  s u c h  a  m o v e .  A  

m o v e  to  A n c h o r a g e  is ,  in  m y  o p in io n ,  b e s t  f o r  e v e ry o n e  

in v o lv e d .  A n d  w i l l  b e t te r  b e  a b le  to  s e rv e  th e  in d u s t r y  f r o m  

a  m o re  c e n t r a l iz e d  lo c a t io n .

L e t  m e  a ls o  g iv e  y o u  a  l i t t le  h is t o r y  c o n c e r n in g  m y  

in v o lv e m e n t  w i t h  th e  L a b .  I  w a s  th e  f i r s t  p e rs o n  in  th e  

in d u s t r y  t o  lo b b y  f o r  th e  L a b  t o  b e  m o v e d  t o  A n c h o r a g e  in  

1 9 8 1 . 1  f l e w  to  J u n e a u  a n d  p e r s o n a l ly  d is c u s s e d  i t  w i t h  

S e n a to r  K u r t u la  &  M r .  M a lo n e  o f  th e  F in a n c e  c o m m it te e .

T h a t  e f f o r t  w a s  s u c c e s s fu l a n d  th e  L a b  w a s  m o v e d ,  b u t  to  its  

p re s e n t  lo c a t io n  in s te a d  o f  A n c h o ra g e .  W e  w e r e  t h a n k fu l  to  

h a v e  i t  :n  S o u th  C e n tr a l ,  b u t  A n c h o r a g e  s t i l l  s e e m e d  a  b e t te r  

lo c a t io n  d u e  t o  lo g is t ic s  a n d  i ts  p r o x im i t y  to  th e  in d u s t r y .
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T h is  y e a r  w i l l  b e  o u r  2 1st s e a s o n  o f  u s in g  th e  f a c i l i t y  f o r  

w a te r ,  t is s u e ,  P S r  a n d  a l l  th e  o th e r  t« s ts  t h a t  a re  a s s o c ia te d  

w i t h  th e  h a r v e s t in g  a n d  p r o c e s s in g  o f  o u r  r a z o r  c la m s  f o r  

h u m a n  c o n s u m p t io n .  W e  lo o k  f o r w a r d  to  a n o th e r  2 L y c a rs .

M o v in g  th e  1-ab to  A n c h o r a g e  w o u ld  m o s t  d e f in i t e l y  e n h a n c e  

th e  lo g is t ic s  o f  o u r  o p e ra t io n  w i t h  re g a r d  t o  g e t t in g  s a m p le s  

to  th e  L a b .  I  a m  s u re  a l l  th e  p ro c e s s o rs  in  S o u th  C e n t r a l  

w o u ld  b e n e f i t  a n d  s u p p o r t  th e  m o v e .  L o n g  te r m  i t  c a n  o n ly  

b e  c o n s id e re d  a p o s i t iv e  m o v e .

J a n ic e ,  p le a s e  c a s t m y  v o te  in  f a v o r  a n d  k e e p  m e  p o s te d  as to  

th e  o u tc o m e  o f  th e  m o v e .  I f  th e re  is  a n y th in g  e ls e  T c a n  

c o n t r ib u te  p le a s e  c a l l  m e . T h a n k s  f o r  y o u r  c o n t in u e d  s te l la r  

s u p p o r t  o f  o u r  in d u s t r y .  K u d o s  to  th e  e n t i r e  c r e w .

S in c e r e ly

G e n e ra l M a n a g e r

FAX NC. 907 2597654______
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State of Alaska legislators 

February 5*1, 2001

RE: SARD FA'S support o f new Food Safety Lab In Anchorage

Dear legislator*,

I  am writing to you on behalf of the Southeast Alaska FtegtoraJ Wye Fisheries Association, or 
SARDFA. SARDFA Is a non-profit, economic development corporation whose mbston b to 
develop, expand, and enhance new and existing dTve fisheries In Southeast Alaska. SARDFA was 
created by AS 43.76.100-210. SARDfA'J Board of Directors is composed of sti harvest diver 
representatives, one processor representative, and one municipal representative,

SARDFA would fllce to express its support of HB 51 and SB 24, which provide funding for the 
construction of a new Seafood & Food Safety lab In Anchorage.

SARDFA uses the current lab In Palmer for water testing and Paralytic Shellfish Poisoning (PSP) 
lasting In order to conduct (he geoduck dive fishery. SARDFA hopes to Increase the amount of 
PSP testing In the future which will allow for greater utftation of the Ova geodudc markets In 
Asia, which are worth three to live times the crveasel value of processed geoducks. Without a 
property certified tab to conduct the PSP testing needed to ship geodudo live, the geoduck 
Industry would be severely hamming.

Relocating the lab In Anchorage may, unfortunately, be a hk to Palmer residents, however, it wKI 
be better for the statewide users cf the lab who will no longer need to I are samples make the 
extra journey from Anchorage to Palmer. TWs can be a citical factor In getting samples to the 
lab in time. For example, the water samples which are taken in remote areas of Southeast 
Alaska must mate It to the tab within 30 hours in order to perform testing. If  the samples are 
even one hour late, they must be rats km by sending boats out to the remote are** again, which 
I* very costiy.

Again, SARDFA would like to express its support cf tha constiucban of a new Seafood fk Food 
Safety Lab in Anchorage. I hope I  personally get a chance to speak with ycu about this subject 
Feel free to contact me if there are any quastions about this issue.



M a r j t j e  A d v i s o r y  P r o g r a m

U n iv e r s it y o f A l a s k a  F a ir b a n k s Sc h o o l o f F is h e r ie s a n d o c e a n  Sc ie n c e s

January 18, 2001

22:1 e. N o r t h e r n  L ig h t s  B lv d . , #110
ANCHORAGE, ALASKA 99508-4140 

PHONE: 907-274-9691 
FAX: 907-277-5242

Subject: Proposal to move the Seafood and Food Safety Laboratory 

Dear Ms: Adair

The University of Alaska Marine Advisory Program (M AP) applauds the initiative of the 

Alaska Department of Environmental Conservation and legislative action contained in HB 

51, SB 24 to move the Seafood and Food Safety Laboratory to Anchorage. Moving the 

laboratory to Anchorage is good news for the seafood industry. As an outreach program of 

the University of Alaska Fairbanks School of Fisheries and Ocean Sciences, M A P provides 

technical assistance, educarian, and applied research to the seafood and aquaculture 

industries. An Anchorage based Seafood and Food Safety Laboratory greatly assist shellfish 

farmers and seafood processors who o f  >n complain about the necessity to shuttle time 

sensitive seafood and water samples to Palmer. Since the amount of seafood and aquaculture 

products are expected to increase, an Anchorage based laboratory will best suit the testing 

needs of these important industries. If you need any additional support information, please 

contact us.

Respectfully,

Raymond RaLondc 

Aquaculture Specialist

Dr. Donald Kramer 

Seafood Safety Specialist
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 A la s k a  
S e a fo o d

Ince in ad o na l

J a n u a ry  15, 2001

A K  D ep a rtm en t  o f  E n v iro n m e n ta l  C onserva t ion  
Attn: Jan tce  A da ir  
555 C o rd o v a  St.
A n d  oragc, A K  9 9 5 0 1 -2 6 1 7

D e a r  Janice .

I a m  w ri t ing  this le t te r  in  su p p o r t  o f  your endeavo rs  in u p g r a d in g  the  s ta te  m ic ro b io lo g y  
lab. I bel ieve  tha t the S ta te  o f  A lask a  m a y  better  s u p p o r t  th e  s e a f o o d  in d u s t ry  b y  h av in g  
app licab le  state o f  the  a n  se rv ic es  to en h a n ce  a lready  e x i s t in g  te s t ing  abilit ies.  M o re o v e r ,  
the A laska  D e p a r tm e n t  o f  E n v iro n m e n ta l  C onserva t ion  ( A D E C )  D iv is io n  o f  
E nv ironm en ta l  H ea l th  w ill  b e  h e t te r  p repared  to m e e t  the  c h a l le n g e s  o f  the  e v o lv in g  fo o d  
industry  needs such  as a th ird  p a i ty  verifications.

S incere ly ,

D av id  B Kang 
M anager,  Q uali ty  C on tro l



BIOTEK .NQ7 1 4 2CC0

November 7, 2000 ----------- — "

Ms. Janice Adair
Director, Division of Environmental Health 
555 Cordova Street 
Anchorage, Alaska 
USA 99501

Dear Ms. Adair;

I am writing to you to express Jellett Biotek’s support for the development of an 
enhanced Food Testing Laboratory for Alaska.

As you know, Jellett Biotek has been closely partnered with the Department of 
Environmental Conservation Lab in Palmer for approximately two years. During 
this time we have developed and validated test kits for marine biotoxins, with the 
intention to make shellfish safer for consumers in Alaska, as well as ensure high 
quality fisheries export products.

The United Nations Food and Agriculture Organization (FAO) see aquaculture as 
the fastest growing protein source for the world, and has projected shellfish 
growth at 15% annually over the next 5 years.

We believe Alaska will participate in this growth and has the right combination of 
elements to permit a rapid expansion in the shellfish aquaculture industry. A 
critical factor in the growth of the industry is to ensure the products are of the 
highest sanitaiy quality. It is essential for the State of Alaska to maintain state of 
the art. comprehensive testing sen/ices to ensure this quality is maintained.

It is for these reasons we support the development of enhanced testing 
capabilities for Alaskan shellfish resources.

Attached are excerpts from an online discussion group discussing the shellfish 
aquaculture potential in Alaska Please feel free to contact me if you would Ike 
to discuss this further

IQi Retevch C ' PO Bo* 790 D a rm ju iK  N j 32Y 327 Canada f«i 902 424 8670 s*: 147 Fa* 902 424 4670
t f % m * ■ + \ 4 P * Fi * * P «*l •  41 •• U m • „ *



A l a s k a  A q u a F a r m s  Inc.

P.O . Box 7 
M oose Pass, Alaska 99631 

(907) 288-3667

. Janet Adair, Directort  = = = = =
4 Department o f Environmental Conservation 

555 Cordova Street 
5th Floor
Anchorage, Alaska 99508

Dear M s. Adair,

I am writing this letter in encourage keeping the Departm ent o f 
Environmental Conservation lab open to support the Aquatic Farm industry.

When I sell my product, customers know that it is safe from a Paralytic 
Shellfish Poisoning (PSP) standpoint and also with water quality issues. 
This guarantee can offset the extra expenses with production and 
transportation and allow our farm to compete in the marketplace. The lab 
has always been very professional, prompt and provided excellent service 
with water samples and PSP tests for my farm. Without this service I could 
not be in business.

I strongly suggest fully funding the lab and staff. If  I can provide any 
assistance or information please let me know.

S in c e re ly .

I have been a shellfish farmer since 1986 and have had nothing but good 
experience with working with DEC professionals and the sampling Lab.

ADEC/AHCHOPAGE 
EfMRPNMCNTAl HFALTH

FEB 2 6 2001

R E C E I V E D



State Supported D ebt
Prepared by Deven Mitchell, State Debt Manager 

Department of Revenue

State Supported Debt is debt for which the ultimate source of payment is, or may include, 

appropriations from the State's General Fund. The debt does not have the full faith and 

credit of the State pledged to it but, it may have the frill faith and credit of another public 

issuer, as in the case of municipal school debt.

State Supported Debt is not considered debt under the Alaska Constitution because the 

State's payments on the debt obligations, even if they are the subject of a contractual 

commitment, are subject to annual legislative appropriation. As a result, voter approval of 

such debt is not required.

The total of Slate Debt and State Supported Debt is the measure of debt burden used by 

Moody's. Standard &  Poor's, and Fitch's in assigning a credit rating to State debt 

obligations.

State Supported Debt includes a portion of University of Alaska debt, lease-purchase 

financing obligations, and the share of municipal G.O. bonds issued for school 

construction which is reimbursable by the State. Lease-purchase financing consists of 

lease revenue bonds and certificates of participation (COP's) issued by lessors of facilities 

used by the State. Historically, Alaska State Housing Authority (A SH A ) was the lessor 

for many of the facilities. Beginning July 1, 1992, Alaska Housing Finance Corporation 

(AHFC) became the lessor of those State facilities as a result of ASHA's merger with 

AHFC.

Some State Supported Debt has been authorized by voter referendum as in the case of 

municipal school debt, some by law as in the case of the University, some by legislative 

resolution pursuant to A S  37.05.280 (now repealed) as in the case of ASH A , and some 

issued without specific legislative authorization of the obligation as in the case of some 

COP's.

In 1986, legislation increased legislative control over lease-financing. Chapter 106.

SLA  1986. effective January 1. 1988. requires approval by law of any executive branch 

lease-financing agreements with annual lease payments exceeding SI million. Chapter 

73. SLA  1992, effective September 14. 1992. adds the requirement of approval by lav. of 

leases with total lease payments exceeding S10 million. Chapter 75. SLA  1994, < fiective 

June 7. 1994, generally requires prior legislative approval of all lease-purchase 

agreements, other than the refinancing of outstanding balances on existing lease purchase 

agreements and certain University of Alaska transactions.

Laase-Purchaso Financing



a. General

Lease-purchase financing involves ihe issuance, by a lessor, of debt which is secured by 

the lease payments from the lessee (State) and by the leased facilities.

Lease-purchase obligations may provide for the acquisition of the property by the lessee 

by the end of the lease. Alternatively, the term of the lease, the lease payments, or 

purchase option price are such that the lessee (State) is considered the owner of the 

property for accounting, credit, or federal tax purposes from the outset of the lease. As a 

result, the interest portion of the lease payments is treated as tax-exempt interest income 

under the federal income tax.

A lease-pu- ;hase financing obligation may take the form of either revenue bonds or 

certificates of participation. In cases where the State is the lessee, the fact that the lease 

payments are subject to annual appropriations precludes the obligations from being 

considered State debt under the Constitution and thus requiring voter approval. However, 

because the debt obligation is paid from the State’s General Fund, these obligations are 

counted by the rating agencies in measuring the State’s debt burden.1

b. Certificates of Participation i CO P’s)

Certificates of participation in rent (COP's) are similar to lease revenue bonds. The 

certificates represent fractional interests or shares in lease payments from lessees, in this 

case the State, and are sold to finance construction or purchase of the leased facilities. 

The issuer can be a private developer, public agency, or other party acting as lessor. It 

can be the State itself, utilizing a trustee to hold title to the property and serve as lessor.

COP’s are payable solely from the annual lease payments made by the State. These 

payments arc subject to legislative appropriation. Therefore, COP's are not considered 

State debt and arc not subject to voter approval.

The following Table 2.6 summarizes issued and outstanding COPs.

' The Slate is also a lessee in a number of buildings financed by private developer lessors by public 
issuance of debt through AIDEA In these financings, the leases are also the security for the financing 
While the State does not acquire or have an option to acquire the facilities leased, in some cases the term ») 
the lease or amount of lease payments would be such as to qualify• the financing as a lease-purchase from 
an accounting, credit, or federal tax standpoint In other cases, the leases would not qualify as lease- 
pure hoses. and are called operating leases These financings all relied on the small issues exemption 
rather than the Slate leases to obtain tax-exempt status Most of these lease financings are revenue bonds 
of MDEA. backed by the lease revenues, but with a standby purchase agreement from a bank in the event 
the State fails to renew the lease I f  exercised, the bank purchases the bonds as an investment and held not 
for resale Other lease financings are general obligations of AIDEA, backed by the Authority's general 
assets and revenues At this point the State has not determined what amount of credit exposure it has for 
these tlD H  lease financings It may be that standby purchase agreements and AIDEA's general 
obligati n pledge would cover all financing requirements of lease-purchase obligation., This would 
provide a laser of credit insulation between the debt and the State that would argue against the debt being 
considered Stale Supported Debt



T A B L E  2.6

State of Alaska Lease-Purchase Financing 1 

Issued and Outstanding 

S(thousands)

Certificates of Participation (COP's)
Amount Outstanding Final

Date Issued at 6/30/00 Maturity
Seward Student Service Center ' 7/14/90 S 4.360 S 0/13/00

Kcnai Court House 7/24/92 4,275 1,630 7/1/02
Wildwood Correctional Center Acquisition 12/10/92 5.655 - 4/1/00
Palmer Court House 7/1/93 3,300 1,155 12/1/02
Court Plaza Building 8/1/93 5.500 435 9/1/00
Anchorage Times Building 6/2/94 6.153 2,969 9/1/03
Soldotna Maintenance Facility 9/1/97 4,900 4,165 1/1/08
Fairbanks Courthouse 10/15/97 29.900 27.410 1/1/13
Palmer Airport Fire Facility 12/15/97 5.995 4.460 6/15/07
Anchorage Health Lab 1/1/98 18.440 15,435 1/1/08
Spring Creek Correctional Center (refunding) 6/15/98 28.040 21.881 9/1/06
Total Certificates of Participation S 110 , / IS 3 / 9.340

1 Excludes Alaska State Housing Authorin' lease revenue bonds. 
Source Department of Revenue official statements



S e a fo o d  and  Food 
S a fe ty  L a b o r a to r y ^

*  A f t e r  3 0  y e a r s  i n  t h e  s a m e  l o c a t i o n ,  t h e  S e a f o o d  a n d  F o o d  S a f e t y  L a b  

m u s t  m o v e .

#  T h e  l e a s e  e x p i r e d  D e c e m b e r  2 0 0 0  w i t h  t w o  o n e - y e a r  e x t e n s i o n s  

a v a i l a b l e .  S t a t e  l a w  ( A S  2 6 . 3 0 . 0 8 3 )  p r o h i b i t s  a  l o n g  t e r m  e x t e n s i o n  

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

w e r e  g i v e n  d u r i n g  a  p r e  ' i o u s  l e a s e  e x t e n s i o n .  A l s o ,  t h e  b u i l d i n g  i s  f o r  

s a l e .

O n e  w a y  o r  a n o t h e r ,  w e  h a v e  t o  m o v e .



W h a t  d o e s  t h e  l a b  d o ?

a *  P S P  a n d  s h e l l f i s h  g r o w i n g  w a t e r  a n a l y s i s  s o  s h e l l f i s h  c a n  b e  s o l d  i n  

i n t e r s t a t e  a n d  i n t e r n a t i o n a l  c o m m e r c e .

* *  D o m o i c  a c i d  a n a l y s i s  s o  c r a b  c a n  b e  s o l d  i n  i n t e r s t a t e  a n d  i n t e r n a t i o n a l  

c o m m e r c e .

D a i r y  p r o d u c t  e v a l u a t i o n  s o  A l a s k a ’ s  d a i r y  p r o d u c t s  c a n  b e  s o l d  t o  A l a s k a n  

s c h o o l s ,  t h e  m i l i t a r y ,  a n d  i n  i n t e r s t a t e  c o m m e r c e .

4*  L a b  c e r t i f i c a t i o n  s o  p r i v a t e  l a b s  c a n  r u n  d r i n k i n g  w a t e r  a n a l y s i s  f o r  p u b l i c  

w a t e r  s y s t e m s .

»■ W o r k  w i t h  c o m m e r c i a l  f o o d  i n d u s t r y  t o  d e v e l o p  s a f e  r e a d y - t o - e a t  f o o d  

p r o d u c t s .  -  ,

i N o  o n e  e l s e  c a n  d o  w h a t  w e  d o !



W h a t ’ s  t h e  r e c o m m e n d e d  p l a n ?

#  W i t h  m o n e y  p r e v i o u s l y  a p p r o p r i a t e d  b y  t h e  L e g i s l a t u r e ,  a n  

i n d e p e n d e n t  e c o n o m i c  a n a l y s i s  w a s  d o n e

*  N e w  s t a t e - o w n e d  l a b o r a t o r y  l o c a t e d  i n  A n c h o r a g e  o n  

s t a t e - o w n e d  l a n d  i s  t h e  m o s t  c o s t - e f f e c t i v e  r e p l a c e m e n t  p l a n

<* L e a s e - f i n a n c i n g  t h r o u g h  s a l e  o f  b o n d s

*■  T o t a l  b o n d  s a l e :  $ 1 3 , 6 5 5 , 0 0 0  ( i n c l u d e s  $ 2 0 0 , 0 0 0  i s s u a n c e  

c o s t s )

.«• C a p i t a l  a p p r o p r i a t i o n  $ 3 1 0 , 0 0 0  f o r  n o n - b o n d a b l e  c o s t s



W h y  c h o o s e  t h i s  p l a n ?

*  I t ’ s  c h e a p e r  t h a n  l e a s i n g .  O v e r  a  2 0  y e a r  t e r m ,  l e a s i n g  w o u l d  c o s t  t h e  

S t a t e  5 6 %  m o r e  t h a n  o w n i n g .

&  L a b o r a t o r i e s  a r e  u n i q u e .  T h e y  r e q u i r e  h i g h l y  s p e c i a l i z e d  w o r k  e n v i r o n m e n t s  

t h a t  m u s t  b e  i n c o r p o r a t e d  i n t o  t h e  d e s i g n  o f  t h e  s t r u c t u r e .

A f f o r d a b l e  l a b o r a t o r y  s e r v i c e s  a r e  n e e d e d  o n  a  l o n g - t e r m ,  

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

i n d u s t r i e s .

*  W h y  c h o o s e  A n c h o r a g e ?  W e  n e e d e d  a  l o c a t i o n  t h a t

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

A i r p o r t ,

m  w a s  o n  a  p u b l i c  s e w e r  s y s t e m  s o  w a s t e w a t e r  c o u l d  b e  d i s p o s e d  o f  s a f e l y ,  

a n d

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

w o u l d  a f f e c t  t h e  a n a l y t i c a l  e q u i p m e n t .



W h y  n o t  p r i v a t i z e  t h e s e  s e r v i c e s ?

*  F D A  d o e s  n o t  c e r t i f y  p r i v a t e  l a b s  t o  c o n d u c t  r e g u l a t o r y  P S P  t e s t i n g

»■ F e d e r a l  d a i r y  r u l e s  r e q u i r e  c e r t a i n  t e s t s  t o  b e  c o n d u c t e d  b y  s t a t e  r e g u l a t o r y  l a b s

*  T h e  F e d e r a l  D r i n k i n g  W a t e r  A c t  r e q u i r e s  p r i v a t e  l a b s  t o  b e  c e r t i f i e d  b y  t h e  S t a t e

I n  a d d i t i o n ,  w e  k e e p  c o s t s  f o r  i n d u s t r y  d o w n :

A l l  r e g u l a t o r y  t e s t i n g  f o r  P S P ,  d o m o i c  a c i d ,  a n d  d a i r y  p r o d u c t s  a r e  f r e e ;  w e  

c h a r g e  o n l y  f o r  r e g u l a t o r y  P b P  t e s t i n g  o f  e x p o r t - o n l y  s h e l l f i s h

*  T e s t i n g  d o n e  a t  t h e  r e q u e s t  o f  f o o d  m a n u f a c t u r e r s  i s  a l s o  a  b a r g a i n  b e c a u s e  o f  

h o w  s t a t e  l a w  r e q u i r e s  f e e s  b e  e s t a b l i s h e d  ~  n o t  a l l  o v e r h e a d  i s  i n c l u d e d  n o r  i s  

t h e r e  a n y  p r o f i t  b u i l t  i n



W h a t  h a p p e n s  i f  t h i s  b i l l  i s n ’ t  

p a s s e d ?

*  T h e  S t a t e  w i l l  h a v e  n o  o p t i o n  b u t  t o  g o  o u t  f o r  a n  R F P  t h i s  s u m m e r  o r  f a l l .

W h i l e  t h e  D i v i s i o n  o f  G e n e r a l  S e r v i c e s  h a s  c o n t r a c t  p r o c u r e m e n t  e x p e r t s ,  

t h e y  d o  n o t  h a v e  t h e  e x p e r t i s e  t o  d e v e l o p  a n  R F P  f o r  a  l a b o r a t o r y .  

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 s  -  a n d  t h e  f u n d i n g  t o  p a y  t h e m  —  w o u l d  b e  

r e q u i r e d .

»  L e a s e  c o s t s  w i l l  g o  u p  a n d  s t a y  u p  - -  u n l i k e  b o n d  r e p a y m e n t s ,  w h i c h  w h e n  

p a i d  o f f ,  a r e  d o n e .

Http://www.state.ak.us/dec/deh/

Http://www.state.ak.us/dec/deh/


W h y  o w n  i n s t e a d  o f  l e a s e ?

L e a s e  w h e n : O w n  w h e n :

The program or function to be housed is temporary or 
the duration of need for the space is uncertain.

The program or function to be housed is a basic service 
needed on a long-term basis in that location.

There is reasonable competition in the marketplace to 
provide the type and quantity of space required at the 
time it is required.

There is little or no competition in the marketplace 
to provide the type and quantity of space at the 
time it is required.

The service is normally provided in the marketplace. The service is difficult to find in the marketplace.

Space needs can be described in clear terms and 
conditions so that owner and vendor will easily 
agree on performance criteria of the space.

Space needs are complex and difficult to describe, 
expertise for interpretation of performance are 
found mainly with the owner.

Life cycle cost analysis indicates cost of lease is less. Life cycle cost analysis indicates cost of ownership is less.

Internal configuration of space is fairly constant, 
needs do not change significantly over time.

Internal configuration of space is subject 
to significant change.



F E B -2 1-01 WED 0 9 :4 6  ADEC EH OFFICE FAX NO, 907 2097654

AP/AL: Appropriation
Historical Category: Health/Safety
Location: State-vide
Election District: State.vide
Estimated Project Dates: 7/1/2000 - 6/30/2005

Project Type: Health and Safety
• •

Contact: Janice Adair 
Contact Phone: (907)269-7645

P. 10

Environmental Health Pood Safety Lab Relocation Study FY2001 Request* $ 2 4 0  onn 
and Specifications ' uu

Reference No: AMD32579

B ritf Project Summary a n d  Statement of Need:
Current food safety laboratory lease expires in December. 2000 and cannot be extended or renewed. This project 
contracts for services for programming, site planning and Bid Specification development to relocate the FSL,

Funding:

Gen Fund

FY2001

$240,000

FY2002 FY2003 FY2004 FY2005 FY2006 Total
$240,000

Total: 5240,000 5240,000

_ [ State Match Required One-Time Project „ Phased Projec.4   On-Going Project
= Minimum State Match % Roquired . 7  Amendment —; Mental Health Bill

Operating 4  Maintenance Costs;
Total Operating Impact: 

One-Time Startup Costs: 
Additional Estimated Annual O&M;

Prior Funolng History I Additional Information:
An appropriation of 145.7 was made for FY 1999 for a feasibility study.

AfTOT
0
0
0

Staff
0

S ta te  o f  A la sk a  C a p ita ;  P r o je c t  S u m m a r y

F V 2001  D E C  G o v e r n u r  A m e n d m e n t s

2 - 1 8 -2 9 0 0  4 36  p m P a g e  1

D e p a r tm e n t  o f  E n v iro n m e n ta l  C o n s e rv a tio n

Project Page 1



Environmental Health Food Safety Lab Relocation Study and Specifications Cont.

The Environmental Health (EH) Food Safety Lab (FSL) has been located at its present location for approximately 
thirty years. During that time, the Lab has received only minor upgrades or renovation. The building does not meet 
current building codes. In FY99 EH contracted for a feasibility study to relocate the FSL. The study included 
conceptual design, general layout equipment requirements, cost estimates, and lease versus build evaluation.
The study was further refined In FYOO, concluding that a build-to-sult State-owned facility was the most economical 
option. Property evaluations were performed and a State-owned parcel in Anchorage was selected. This 
appropriation will allow the Department to contract programming and site planning services. The activities will 
include spatial delineation of activity nreas. Interna! building utility and equipment requirements, site plan and floor 
plan design, site analysis, material quality Identification, estimate refinement, detailed project schedule 
developmant, and partial bid specification development

FE B-21-01 WED 0 9 :4 6  ADEC EH OFFICE FAX NO. 907 2 6 9 7 6 5 4 _________________P. 11

D e p a r tm e n t  o f  E n v iro n m e n ta l C o n s e rv a tio n
P ro je c lP a g r  2

P a g e :  2
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JAN-25-2001 FRI 05:57 PN ADEC DIV A D O  SE3V 
* FAX NO. 907 465 5097 ?. 0!

Food Safety Labora to ry FY1999 R equest 
Reference No:

$145,700
30694

AP/AL*. Appropriation
Category: Health/Safety
Location: Statewide
Election District; Statewide
Estimated Profact Dates: Unknown - Unknown

Project Type: Health and Safety 

Contact:
Contact Phone: ( ) -

• -

Brtef Summary and Statem ent o f Nead:

Funding:
FY1999 FY2000 FY2001

t

FY20O2 FY20O3 FY2C04 Total
GenPunci *145,700 50,854,300 54,000.000

Total: 5145.700 53.854.300 ‘ 50 50 *0 SO 14,000.000

O  State Match Required ®  One-Time Proiect 
0% ■ Minimum State Match % Required

□  Phased Project
□  Amendment

Q  On-Going Project 
□  Mental Health BIU

O porating & Maintenance Costs;

Total Operating Impact:
Ampunt

-i. •• * 0
Staff

0
One-Time Startup Costs: Q

Additional Estimated Annual O&M: . -• i ' • . 0 0

Prior funding History I Additional Information:
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Reference No: 3C694
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Food Safety Laboratory FY1999 Rtquaat: 
Roferonco No:

$145,700
30694

Tne Palmer laboratory has teen In Its current leased location for over 25 years. Tne tecimy Is inadequate fo. the demands
of tho microbiology program and must be replaced. This funding request will evaluate tha replacemont options and
prepare the department to pureue the most effective replacement solution.

This roquect will do the fcllrwing:

Prepare laboratory design needs and specifications 
Prepare a conceptual buiUng design
Estimate cost to construct a new facility including all costs of design, equipment and Inspection.
Estima’E maintenance and operations cost for 20 to 40 year occupancy 
Evelute currant lease marfcet conditions for replacement options 
Evaluate potential site locations
Evaluate economic alternatives of lease versus lease-purchase

Concept Design 85,700
Cost estimate 5,000
Market/Site Eval 15,000 
04M Estimate 'i .000
Lease vs UP Study a&QCfl 

Total 145,700

S ta te  of A les a# C ap ita l P ro je c t S u m m a ry
1VV9 12/5 D EC C aprtal S u lu n td
1/25*01 5  * 7 :1 B PM Page: 2
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Seafood & 
Food Safety
L a b o r a t o r y

_ State of Alaska 
Department o f Environmental Conservation 

D ivision o f Envircjpjnental Health

y "

Our lease is 
expiring and 

cannot be 
extended over the 

long term. By 
January 1, 2003, 
we must have a 
solid plan for a 
replacement.

;.w

T he State's Seafood and Food Safety Laboratory has resided at its present 

location in Palmer for over thirty years with only minor renovations or 

upgrades. The lease expired December 2000 with two one-year extensions 

available. A long term renewal is not an option. By January' 2003, we must have 

a solid plan to replace the current lab.

We want to do our part to lessen the costs of government and provide long term 
savings. With a capital project approved in FY9S, ..e hired a private consultant to 

evaluate the best option for replacing the Seafood &  Food Safety Laboratory. That 

evaluation showed the most cost effective cption to be a state owned facility. 

Because of the highly specialized needs of any laboratory, building a new facility 

was found to be much less expensive than renovating pre-existing space.

C u m u l a t i v e  C o s t  ( N o  D i s c o u n t i n g )  -  2 0  Y e a r s

•10,000.000

35.000.000

30.000.000

jj-  25.000.000 

</>
« 20,000.000

15.000.000

10.000.000

5,000.000 

0

$38,056,000

<00<C ^ $24,443,600

Oa
V *

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

L e a s e d  O w n  ■

A s s u m p t i o n s :

- Private developer must repay debi within 1U years

* Private developer w ill require lease payments during yrs 11 -30 that arc 75% of payments for yrs 1 -10



W h a t  T h e  S e a f o o d  &  F o o d  S a f e t y  L a b  D o e s

Conducts product and water sampling required by the National Shellfish 

Sanitation Program (N SSP) so that shellfish can be commercially 
marketed.

-'d Routinely tests commercial shellfish for marine toxins responsible for 
paralytic shellfish poisoning and domoic acid poisoning to protect both 
public health and public perception of Alaska shellfish products.

vd Evaluates and randomly samples finfish for parasites and chemical and 
bacterial contaminants, which help determine the health and safety of 
our ocean resources.

Evaluates raw and finished daiiy products for bacterial contamination, antibiotics, butter fat content, and 
effectiveness of pasteurization as required under the Pasteurized Milk Ordinance so Alaskan milk 
products can be sold to schools and the military.

*5 Certifies private laboratories to do bacteriological monitoring - required by the Safe Drinking Water Act - 

so these labs can run official drinking water samples.

Works with commercial food industry to develop safe, ready-to-eat, shelf-stable food products by 
ensuring the water activity, water phase salt, and moisture of their products are within acceptable levels.

*c. Performs animal testing to maintain U SD A  brucellosis certification, which is required for interstate and 
international shipment of cattle.

s£ Jests for equine infectious anemia in horses intended for interstate shipment or that will be entered in state 

fairs or other special events to prevent the spread of disease.

-v  Evaluate fish kill samples to determine possible causes.

CutfbuWtA of Seafood &  Food SaFfif Labofu£tb9uj

Shellfish G ro w e rs /H a rv e s te rs  Seafood  and
jk S e a fo o d  P ro c e s s o rs

< ° o d  S a S .D airy  F a rm e rs  a n d  P ro c e s s o rs

Private/Commercial Labs

P r iv a te /C o m m e rc ia l H o rse  & L ab o ra to ry
C attlo  O w n o rs

M u n ic ip a lit ie s  

R e in d e e r H e rd e rs /S la u g h te re rs



H o w  m u c h  w i l l  t h e  n e w  S e a f o o d  a n d  F o o d  S a f e t y  L a b  

c o s t  a n d  h o w  w i l l  i t  b e  f i n a n c e d ?

We have examined four basic financing alternatives for design and construction of a new 

Seafood and Food Safety Laboratory: 1) capital budget appropriation. 2) general obligation 

financing. 3) lease financing, and 4) private lease. A brief description of each, including 

advantages and disadvantages, is presented below:

S t a t e  C a p i t a l  B u d g e t  A p p r o p r i a t i o n
Least expensive in the long-run. Pebt issuance costs of S200.000 and all interest could be 

avoided but the full construction cost of $13,765,000 would need to be appropriated in one 

year.

G e n e r a l  O b l ig a t io n  B o n d s
In accordance with slate law, this option is available for supporting debt only with voter 

approval, a process that would add at least 2 years to the construction period, meaning a new 

facility would not be ready for 5-6 years.

L e a s e  F in a n c in g
This is commonly used technique of financing construction of public facilities purchased by 

State agencies around the U.S. Since the facility would be used for a "public purpose." the 

interest on such debt would carry the same tax-exempt status as the State’s general obligation 

debt, however, the interest rate would likely be .2 to .3% higher.

P r iv a t e  L e a s e
This is the most expensive option. No existing laboratory facilities arc currently available for 

lease. A  private developer would need to construct a new. build-to-suit facility to meet 

requirements. Loan packages available to private developers for construction have higher 

interest rates, and arc typically repaid within 10 years. Annual lease costs would therefore be 

much higher than finance options available to the State. It is estimated that a new build-to- 

suit leased facility would cost approximately S38.056.000 over a twenty year period.

R e c o m m e n d e d  A p p r o a c h

Lease inancing through the sale of bonds with a small capital budget appropriation of 

S310.000 to cover non-bondnblc construction costs.

S t e p  1 : The Legislature enacts a bill that authorizes the Department of Administration to 

enter into a lease financing transaction.

S t e p  2 : The Legislature approves capital budget appropriation to fund non-bondnblc 

project costs.

S t e p  3 : The State Debt Manager submits recommended bond sule plan to the Slate 

Bonding Committee. After review-and approval by the Committee, the State Debt Manager 

negotiates rate and terms.

S t e p  4 : Funds available for project execution (approximately 90 days alter icgislntivc 

approval).

Recommended 
approach - lease 

financing through 

sale of bondi.

Total bond sale: 
S13,655,000 

(Including 
$ 2 0 0 ,0 0 0  
Issuance costs) 

w ith a capital 
appropriation of 

$310,000 for 

nonbondablo 

construction 

costs.

Total debt w ith 

Interest over 20 
year term  \r 
estim ated at 

$24,433,600.





How The Lab Supports Private Industry
No one else can do w ha t 
we do
P a r a l y t i c  S h e l l f i s h  Poisoning, P S P  

No commercial or private 
laboratory in the United States tests 
food products for PSP. U.S. FDA 
no longer certifies private 
laboratories for PSP testing. Several 
factors discourage private industry 
from PSP testing, such as the legal 
liability, seasonal need for testing, 
use of live animals, and high start­
up costs.

Dairr Product Evaluation
The Seafood &  Food Safety Lab is 
the only lab in Alaska permitted by 
FDA to evaluate commercial dairy 
products. This enables dairy 
processors to comply with the 
testing requirements of the U.S. 
Pasteurized Milk Ordinance, 
making their products eligible for 
sale to the military and public 
schools.

Approve Com m ercial Labsjlq 
T o s t  D r i n k i n g - W a t e r  

Under the federal Safe Drinking 
Water Act. private laboratories that 
test public water supplies must be 
certified by state governments. The 
Seafood & Food Safety Lab 
performs this service for those 
private labs.

Affordable labora to ry 
services are needed on 
a lo n g - te rm ,  
d e p e n d a b le  b a s is
Continued access to n a tio n a l a nd  
in te rn a tio n a l m arke tr , especially 
fo r  Alaska's shellfish and da iry  
products
Over 50% of all seafood 
processed in the U S. comes from 
Alaskun waters. The shellfish 
industry is a growing, integral

part of Alaska's diverse economy. The 
Seafood & Food Safety Laboratoiy 
helps ensure these products meet 
federal food safety standards, and in 
doing so, supports one of the largest 
industries in Alaska. Since private 
labs are not legally mandated to 
conduct PSP testing, a state-owned 
lab is necessary to guarantee PSP 
testing availability, which is needed 
for market access.

Continued e lig ib ility  f o r  m ilita ry ' and  
schoo l contracts f o r  d a iry  processors. 
To bid on military and school 
contracts, dairy processors must be on 
the Interstate Milk Shippers List, 
which requires compliance with the 
Pasteurized Milk Ordinance (PMO). 
The Scatood & Food Safety Lab staff 
routinely evaluate Alaska’s milk 
producers and processors to make sure 
they meet PMO requirements.

Privatc/com m ercia l labs must be 
certified  by the State in o rde r f o r  EPA 
to accept th e ir  analyses o f  p u b lic  
w a te r system samples.
The Lab supports private laboratones 
by certifying their capacity to test 
public drinking water sources. Thirty- 
three laboratones. all located in the 
state, arc certified by the Seafood & 
Food Safety Lab for microbiological 
analysis of drinking water as required 
by the federal Safe Drinking Water 
Act. By having certified laboratories 
to test their water supplies, the public 
can be sure that the test results arc 
accurate.

Low -cost p roduct testing s helping  
Alaskan industries
Hie State Seafood & Food Safety Lab 
is able to keep PSP testing costs low 
since insurance premiums and profits 
arc not an issue. Milk products arc 
tested lor free by the Seafood & Food 
Safety Lab. Private labs would have to 
charge for these services.

-• The Seafood & Food 
Safety Lab is the only lab 
in the state that is or can 
be approved by FDA to 
evaluate dairy products 
and shellfish.

-• The shellfish industry 
depends on the Seafood & 
Food Safety Lab to quickly 
test for marine toxins so 
they can sell their 
products in interstate 
commerce.

- To be sold in national and 
international markets, 
Alaska's food products 
must be tested for 
compliance with federal 
food standards.

Alaska is the largest wild 
salmon producor in world.

• It is the only lab in the 
state that is approved by 
EPA to certify private labs 
for microbial testing of 
public wator supplies.



Questions and Answers
Why now?
Our lease expired December 2000 
and we cannot obtain another long­
term lease. Also, the building the 
lab is currently in is for sale. One 
way or another, we have to move.

Why not privatize?
There arc no commercial/private 
PSP/Marine toxin labs in the U.S. 
FDA will not approve a private lab 
for these tests. Also, the federal 
dairy rules require certain tests be 
done by a state regulatory lab.

Can you co-loca te  w ith  
new Public Health Lab?
The Public Health Lab has limited 
expansion capability and is 
surrounded by wetlands or 
easements.

Where w ill the new 
Seafood & Food Safety 
Lab be?
We need a site that:
. Has ability to receive samples 

as quickly as possible:
. Has access to roads and public 

utilities;
. Is state-owned;
. Would not be subject to 

excessive vibration, dust, or 
electromagnetic interference.

Based on these criteria, we’ve 
selected an undeveloped parcel of 
approximately 5 acres, beside the 
National Guard facility on the 
southern side of Tudor Road in 
Anchorage. The site is up-land - 
not wetland • and adjacent to the 
new Public Health Lab.

The Anchorr̂ c Planning and 
Zoning Commission approved the 
location of our lab u( this site. 7-0.

W hy does ow n in g  m akes m ore s en se  than  le a s in
No accep tab le  space is 
cu rren tly  available .
We heavily researched all options. 
No building in Anchorage or Mat- 
Su would meet our needs without 
extensive renovation.

Because of the limited need for 
laboratory space, private developers 
do not build them without a pre­
existing contract. Thus, there is no 
"lab" space on the rental market.

Labs require highly 
specia lized w ork 
environm ents th a t must be 
incorpo ra ted in to the 
design of the s truc tu re .
Not only do labs have equipment 
such as incubators and walk-in 
freezers, they also have specific 
structural needs such as expanded 
ventilation systems and vibration- 
free areas. Because of the highly 
specialized needs of a lab facility, 
it’s cheaper to build a new facility 
designed from the get-go as a lab.

I t ’s cheaper!
By constructing our own building, 
the State would immediately realize 
savings. With construction costs 
spread out over 20 years, the State 
would have lower annual loan 
payments than lease payments. This 
is primarily because private 
developers typically try to recover 
their investment within the first 10 
years whereas the State could take 
20 years to pay off the debt. Also, 
private developers would have a 
larger investment than the State due 
to higher borrowing rates. But, the 
most significant cost savings would 
occur after loan payments end. 
Lease payments would continue.

Also. AS 36.30.080 li lease 
terms to 40 years, ana . ûires the 
State to consider whether or not 
leasing is the least costly means to 
provide space. It's not - leasing is the 
most expensive of all options.

As the Alaskjn 
economy has grown, 
so has the demand 

for laboratory 
services. The food 
samples received 

have increased from 
600 in 1966 to over 

10,000 in 1999.

&—  auiilBn aI Lnriffliuntnul Hmlth
»•»» *>•!«(• Sift rood* Httllhy Commun.tiotu.

1/10/
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2 I/IS/2C02
3 7/15/2002 662,988.93 602,968.93 662,938 93
3 1/15/2003 N 5.370 165,000 00 420,20425 585,204.25 585,204.25 1.248,133.18
4 7/15/2003 415.T4.00 415.774.00 415.774.00
■1 1/15/2004 N 5.620 420.000.00 415.774.00 835,7 M.CO 635,774.00 1.251.34800
5 7/15/2004 403,972.00 403,9/2.00 403,972.00
5 1/1 S/2005 N 3.470 440,000.00 403.972.00 843,972.00 343,972.00 1.247.944.00
6 7/15/2CC5 391,933.00 391,933.00 391,938.00
6 1/15/2008 N 5.510 4G5.000.00 391,938,00 858,938.00 856.938.00 1.249.876.00
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7 1/15/2007 N 6.550 490,000.00 379,127.25 869,127.25 663.127 25 1.248.254.50
3 7/157007 36 5.520.75 365.529.75 365,529.75
8 1/1 S/2008 N 5.570 520.000.00 365,529.75 885.529.75 885.529.75 1.251,059.50
0 7/15/2008 351.047.75 351,047.75 351,047.75
9 1/15/2009 N 5.300 550.000.00 351.047.75 901.047.7S 901.047.75 1,252,095.50
10 7/15/2009 335.56525 335,565 25 335,565.25
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11 7/15/2010 319.09325 319.093.25 319.003.25
11 1/15/2011 N 5.740 610,000,00 319,093.25 929,093 PS 929,093.25 1.248,186.50
12 7/IV20I1 301.58625 301,586.25 301,586.25
12 l/IS/2012 N S.88C 645.QC0 00 301,568.25 940,588.25 946.580.25 1,248,172.50
13 7/I5/20IZ 262.823.25 282.e23.25 282.623 25
13 1/15/2013 N 5.900 685.000.00 282,623 25 9S7.623.25 967,623.25 1,250.240.50
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31 7/157 020 72.649.50 72.649.50 72,849 SO
21 1/157021 N 6 380 1,105,000.00 72.049.50 1,177.849.50 1.177.849 50 1.250.699 CO
22 7/15/2021 37,600 00 37,600.00 37,600 00
22 1/157022 N 0 400 1,175.000.00 37.6CO 00 1,213,600.00 1.018.33 1,211,581.67 1.249.181.87
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1,v. § 36.30.083 Pubuc Contracts 51

vf*: 
•1

Section 12, ch. 07, SLA 1993 provides: “LEASE 
EXTENSIONS AUTHORIZED, (a) Notwithstanding 
AS 36.30, the Department of Administration, the 
University of Alaska, the legislature, and the court 
system may extend for up to a maximum extension of 
five years a real property lease that is entered into 
under AS 36.30, including procedures and regulations 
adopted under AS 36.30.005(c) and 36.30.020 — 
36.30.030, and that is in existence on the effective 
date of this section if a minimum cost savings of 

‘(1) 10 percent can be achieved on the rent due 
under the lease; or 

“(2) five percent can be achieved on the rent due 
under the lease and Lhe lessor agrees to make modi­
fications of the leased real property to bring the real 
property into compliance with the requirements of 42 
U.S.C. 12101 — 12213 (Americans with Disabilities 
Act of 1990).

"(b) The cost savings under (a) of this section shall 
be calculated on the remaining term of the lease and

any renewals, including extensions allowed under ( ? 
of this section. '*»-

"(c) The Department of Administration, the Uiiiv -sity of Alaska, the Alaska Court System, 
Legislative Affairs Agency shall submit a quarter) r 
report to the Legislative Budget and Audit CommittJ 
detailing the leases extended and the cost savin?- 
achieved under (a) — (b) of this section. The 
report is due July 1, 1994, and must cover the p.^ H 
from the effective date of this section through Matt). ’ 
31, 1994. The subsequent reports shall be made (W. 
ber 1, 1994, January 2. 1995, and April 1. 1995 *

Under 5 14. ch. 37, SLA 1993, { 12(a) and (b) ^
repealed December 31, 1994 and § 12(c) is repealed " 
April 1. 1995.

Opinions of attorney general. — Equipment 
lease financing is covered by the procurement cod« 
and the statutory requirement of legislative approval. 
Sept. 17, 1987 Op. Att’y Ccn.

Ppurchas

NOTESTO DECISIONS

Lease-purchase agreement between Depart­
ment of Natural Resources and Alaska Court 
System. — This section (prior to June 7, 1994), 
§ 38.05.035, and 5 12, ch. 75, SLA 1994. provided the 
Department of Natural Resources with authority to 
enter into a lease-purchase agreement with Alaska 
Court System for the purchase of a building. Carr- 
Cottstein Properties v. State, 899 P.2d 136 (Alaska 
1995).

Funds placed in escrow for the renovation of t 
building that was the subject of a lease-purchase 
agreement between the Department of Natural R*. 
sources and Alaska Court System did not constitute 
unrestricted “program receipts" for deposit in the 
state treasury and did not violate Alaska Const., art 
Dt, § 13. Carr-Gottstein Properties v. State. b99 P.2d 
136 (Alaska 1995).

Sec. 36.30.083. Lease extensions authorized, (a) Notwithstanding any other pro­
vision of this chapter, the department, the Board of Regents of the University of Alaska, 
the legislative council, or the court system may extend, for up to a maximum extension 
of 10 years, a real property lease that is entered into under this chapter including 
procedures and regulations adopted under AS 36.30.005(c), 36,30.020, and 36.30.03u and 
has at least six months remaining under the lease terra, if a minimum cost savings of 

_^(1) 15 percent can be achieved on the rent due under the lease; or
(2) 10 percent can be achieved on the rent due under the lease and the lessor agrees to 

make modifications of the leased real property to bring the real property into compliance 
with the requirements of 42 U.S.C. 12101 — 12213 (Americans with Disabilities Act of 
1990).

(b) The cost savings under (a) of this section shall be calculated on the remaining term 
of the lease and any renewals, including extensions allowed under (a) of this section.

(c) The department, the University of Alaska, the court system, and the Legislative 
Affairs Agency shall submit individually an annual report to the Legislative Budget and 
Audit Committee detailing the leases extended and the cost savings achieved by that 
entity under (a) or (b) of this section. Reports are due August 31 of each year. (§ 11 ch 137 
SLA 1996)

Effective date*. — Section 53, ch. 137, SLA 1996, 
makes this section effective July 9, 1996, in accor­
dance with AS 01.10.070(c).

Editor'* notea. — Section 52, ch. 137, SLA 1996

provides that “[notwithstanding AS 36.30.083(c), en­
acted by § 11 of th: \ct, the first lease extension
report under AS 3( .083(c) is due August 31, 199?>
and must cover fiscb. year 1997.“

Sec. 36.30.085. Lease-purchase agreements, (a) To perform its duties and statu­
tory functions, the department, the Board of Regents of the University of Alaska, the
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^'uncil, or the supreme court may enter into lease-purchase agreements. The 
£the Board of Regents, the. legislative council, or the supreme court may enter 
^.purchase agreement only if the department, the Board of Regents, the 
Council, or the supreme court is the lessee under the agreement, 

■^'evaluating proposals to acquire or improve real property u:»der a lease- 
agreeroent, the department, the Board of Regents, the legislative council, or the 

P'court shall consider
Edition to lease costs, the life cycle costs, function, indoor environment, public 
jeiice, planning, design, appearance, and location of the real property proposed for 

or improvement; and 
Whether acquisition or improvement of the real property by lease-purchase 
jjjjent is to be the least costly means to provide the space.
^lease-ourchase agreement
' may not provide for a period of occupancy under the full term of the lease-purchase 
>ment that is greater than 40 years; 

jŷ must provide that lease payments made by the department, the Board of Regents, 
'legislative council, or the supreme court are subject to annual appropriation, 

i) If the department, Board of Regents, legislative council, or supreme court intends 
|in-cr into or renew a lease'-purchase agreement for real property, the department, 
jrc of Regents, legislative council, or supreme court shall provide notice to the 
iglnture. The notice must include the 

11) anticipated total construction, acquisition, or other costs of the project;
(2) anticipated annual amount of the -ental obligation; and
(3) total lease payments for the full term of the lease-purchase agreement.
(e) The department, the Board ofRegents, the legislative council, or the supreme court

jjyy rot enter into a lease-purchase agreement to acquire or improve real property unless 
ibe aijreement has been approved by the legislature by law.
$i'(f) The provisions of (d) and (e) of this section do not apply to a lease-purchase 

gjgreernent
££(1) related to the refinancing of an outstanding balance owing on an existing lease- 
il‘purch3se agreement; or
v‘rr(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.
’ijj (g) In this section,
?;5-(l) “full terra 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. (§ 7 ch 75 SLA 
1994; am §§ 2, 3 ch 36 SLA 1995)

Effect of amendment*. — The 1995 amendment, 
effective May 25, 1995, inserted "or improve" in sub 
•ections (b) and (e) and "or improvement" in para- 
fraphs (b)(1) and (bX2).

Effective dates. — Section 13, ch. 75. SLA 1994 
makes this section effective Juno 7, 1994, in accor­
dance with AS 01.10.070(c).

NOTES TO DECISIONS

Cited in Carr-Gottstein Properties v. State, 899 
P2d 136 (Alaska 1995).

Sec. 36.30.090. Delivery of supplies. [Repealed, § 48 ch 137 SLA 1996.] 

Sec. 36.30.095. Procurement o f paper. [Repealed, § 48 ch 137 SLA 1996.]
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Representative Lancaster;

Here is what I hope is the last bit of information you are waiting to get from me regarding the 
proposed Seafood and Food Safety Lab.

♦ A Spatial Relationships Diagram prepared by Livingston Sloan. It is not an official floor plan 
per se but Tom Livingston explains it shows the relative relationship between the different 
areas. They’ve included the estimated sq. footages of each lab, and it is color coded so you 
can tell the administrative space (in blue) from the lab space (in yellows) at a glance. In the 
meeting I had with them last Friday (the 6th), we were able to reduce the administrative space 
so the total lab size is approximately 19,660. Since this reduction in sq. ft. is in the 
administrative side, it won’t result in a huge reduction in construction costs but they are 
working on what that reduction would be. I should have that by next week.

♦ Information from Livingston Sloan that shows the total Gross Square Footage and the Net 
Square Footage of both the current lab and the proposed lab, broken down between lab space 
and administrative space. In this way, we can compare apples to apples since, as I told you, 
the real growth in the new lab is in those areas that support the ventilation, electrical and 
mechanical. That’s not to say the other “usable” parts of the lab aren’t proposed to be bigger.
I hope you’ve had a chance to see the video t:.pe o i our current lab I sent to Mike Tibbies in 
Representative Williams’ office. Clearly, our current lab spaces are too small.

♦ A comparison we tried to do between our current lab, the proposed lab, and Oregon and 
Washington. I send this information with a great deal of hesitation because the Oregon and 
Washington labs aren’t exactly like ours, they don’t do exactly the same things in the same 
quantities, and they have a different mix of services that use various lab spaces. I’ve gone 
ahead an included the email we got from Washington because they explain pretty well the 
exact problem we ran into.

Finally, in the hearing, you had asked me about what help we might be able to get from FDA.
They don’t have anyone who can help us but there is a gentleman, John Wiskerchen, who 
managed the FDA laboratory for nearly 20 years, and who has gone on to private practice as a 
consultant. In part, his work covers laboratory design. We used him to do the evaluation of the 
Public Health Lab to see if our lab could be located within that facility (I gave you a copy of that 
report). We were able to hire him to do a review of the design. Since he’s familiar with our lab 
and its functions, as well as the actual test methods used, it seemed he was a gc jd choice for an 
independent third party review since FDA could not fulfill that role.

Thank you again for taking the time to look Into the facility in depth. If you need anything else, 
please send me an email as I will be out of the office (buf will check email).
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A l a s k a  State Legislature

Juneau. Alaska 99801-1182

S E S S I O N  A D D R E S S :

Slate Capitol
INTERIM ADDRESS: 

35477 Suite I0 I-B  Spur llw y  
Soldotno. Alaska 99609 

Phone 907-260-5256 
Fax 907 260-3044

Phone (907) 465-2693 
Toll Free 800-463-2693 

Fax 907-4(»5-3835

R e p r e s e n t a t i v e  X e n  - L a n c a s t e r

‘District S
April 12, 2001

MEMORANDUM t

To: Representative Eldon Mulder, Co-chairma 
Representative Bill Williams, Co-chairman 
House Finance Committee

From: RepresentativeOsen Lancaster!en Lancaster

Subject: Department of Environmental Conservation, Division of Environmental Health,
Seafood and Food Safety Laboratory, Cost and Location,

Per your request, I have conducted a fact finding mission to help determine the reasonable cost 
for the proposed DEC Seafood and Food Safety Laboratory.

The cost per square foot for a laboratory is high, when compared to an office building, or 
warehouse. This is do impart to the fact that laboratories require a more powerful heating, 
ventilating, air conditioning, (HVAC) system. This system must not only move more air (minimum 
10 to 12 air exchanges per hour) but also pressurizes parts of the building. This pressurization is 
very important as it keeps that area of the building not used for testing completely separated 
environmentally from pathogens used in the test area. In addition, higher requirement for lights, 
power distribution system and special construction to facilitate cleaning is required in this type of 
complex.

I have made informal inquires with several architectural engineer’s firms and based on that have 
concluded that $400.00 per square foot, less equipment, is a fair and reasonable cost.

The location also makes good, logical sense. With the building built in Anchorage, at the Tudor 
Road location, it would help develop a Stale campus setting. This concept could make for cost 
saving in the future, by allowing for the combining of services, building maintenance, snow 
removal, etc.

The proximity to a major airport, and the availability of ground transportation, should better serve 
the people of the State of Alaska in conducting business with the lab.

I have enclosed three reports prepared by Livingston Slone, Inc for your information; Laboratory 
Cost Factors, Laboratory Plan Efficiency, and a Timeline lor Seafood and Food Safety Laboratoiy 
Replacement. This information helps explain the process that the Department went through, in 
addition to cost factors.

Should you require more information or have any question, please fell free to contact me.

E-Mail: Representative Ken LuiKasterfti legis.state.uk.us 
Cooper Landing • Bear Creek • Funny River • Hope • Moose i'tiss • Ridgeway • Seward ♦ Soldotna • Sterling

Listening to you Getting things done.
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MEMORANDUM
Department Administration
D M ) Ion  o f  G e ne ra l S e r r ic a  
re n tJ o n n @ n d m tn .tta re .a k .0 3

TO: J a n i c e  A d a i r  

D i r e c t o r

Division of Environmental Health 
Department of Environmental

DATE: ‘

STATE OF ALASKA
Phoni Number: 4b5-Zl50 
FAX Number 46S-ll>9 

« TDD Number 4«5-nOS

1 : { !* <
April (}, 2001 j

FROMi SUBJECT: Palmer Seafood Safety Lab 
Lease #2339

This is in response to your Inquiry regarding the Seafood Safety Lab in Palmer. Lease #2359 
with Astro Enterprises has a current expiration date of December 31 ,=2001. The State has 
options to extend the lerse for two more yean, If both of those options are exercised, the lab 
could occupy this building through Deoember 31,2003*. After that date, your agency.would 
have ho legal authority to remain in this facility. ' - .V.

A', •
The only way in which the lab could remain in the facility past December 31,2003 is if an 
emergency procurement is authorized per AS 36,30.310. Such authorization would be valid 
only for the time necessaryTo secure replacement lab space through a competitive sealed biding 
or competitive scaled proposals process per our procurement code. Such an extension would be 
subject to the lessor’s approval and negotiation of lease terms and conditions. Your agency has 
an obligation to prevent non-competitive procurements whenever possible. I urge you to take 
the steps accessary to avoid an emergency procurement for this lib.

•  Upon verify ing  the expiration d ite  in our Jouc file . I  ra llie d  O w *U  i i  d ifferent then th * date that we dlscvued
on previous occajloTW. I aoolotlze If my office provided incorrect m foreution or contributed to  a 
m lieooum alcation regarding this le t**. „
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TONY KNOWLES, GOVERNOR

DEPT. OF ENVIRONMENTAL CONSERVATION
DIVISION OF ENVIRONMENTAL HEALTH 
DIRECTOR’S OFFICE 
555 CORDOVA STREET Telephone: (907) 269-7644
ANCHORAGE, ALASKA 99501 Fax: (907) 269-7654
http:/Av\v\v.state.ak.us/dec/deh e-mail: Janice_Adair@envircon.state.ak.us

FOR HAND DELIVERY

April 19,2001

The Honorable Eldon Mulder 
The Honorable Bill Williams 
Co-Chairmen, House Finance Committee 
Juneau, AK 99801

Re: HB 51, Seafood and Food Safety Laboratory

Dear Representatives Mulder and Williams:

On April 3, I sent you a letter that answered several of the questions that were raised during the House 
Finance Committee hearing on the above-referenced bill. One of the questions, which was one you had 
posed. Representative Mulder, was what part of the proposed lab could be deleted if the bond package 
was reduced.

Since sending that letter, and in order to answer some questions that had been raised by Reprer native 
Lancaster ;n his detailed review of this proposal, I have had a lengthy meeting with Livingst n. Slone. 
Based on that meeting, I believe we could reduce the administrative space by about 84f sq. ft. by 
eliminating a small conference room, one office and by reducing the size of the public waiting area. Such 
a square footage reduction would reduce the construction costs by S200.000.

Recognizing that my familiarity with lab design is significantly less than with office design, we 
contracted with the former head of the FDA’s Seattle District laboratory to review that aspect of the 
building. A copy of his review is enclosed. His bottom line conclusion is that the design concept and 
space allocations for the analytical functions are appropriate for the variety of analyses done at this 
laboratory.

Finally, in working with Vem Jones with General Services on our ability to extend the current lease, we 
discovered an error in some of the information I relied upon in providing information to you. We had 
been initially advised that our current lease with a", available extensions would expire on December 31, 
2002. Vem has since confirmed that the last extension runs through December 31, 2003. A copy of his 
memo to me is also enclosed. This does not change the need for this legislation this year, but does give us 
a better chance of having the new facility completed before the current lease expires for good.

As always, please don’t hesitate to contact me if you have any further questions.

Sipcerely,

ficc Adair 
Director

Enclosures:
♦ Review of the Proposed Seafood and Food Safety Lab Design by John Wiskerchen
♦ Memorandum dated April 18,2001 from Vem Jones

cc: The Honorable Ken Lancaster (w/enclosures)
Brad Pierce. OMB (w/enclosures)

Safe I'ood, Safe Water, Healthy Communities

mailto:Janice_Adair@envircon.state.ak.us
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Review of the Proposed Seafood ind .Food Safety Lab I>c
v *•i» ►

Introduction

sign

i
r* I

The Department of Environmental Conservation contracted with me to review tb  
programming/concept design prepared by Livingston/Stone (2/22/01) for the Seafood and 
Food Safety Laboratory. In tiie review, I looked at the design to determine if it meets the 
needs of the laboratory as well as space allocation. My background includes 19 years as 
Laboratory Director of the U.S. Food and Drug Administration Laboratory in BotheU, 
WA. I retired Jan 1,2000. As Laboratory Director, I was involved in the design and 
construction of the FDA Lab in Bothell and am currently a consultant to FDA in the 
design and construction of a FDA Regional Laboratory in Irvine, CA. In addition, 1 
consult with the pharmaceutical industry on meeting FDA requirements including facility 
design.

Review Findings

My overall impression of the design concept of the laboratory is that it has capturec tne 
flexibility and adaptability needed to meet the current diversity of work as well as the 
program changes of the future. The modular layout will permit the flexibility that is 
needed to handle minor changes in program needs. A modular addition can be attached 
to the main corridor, if a major expansion is needed, for new programs. Additional 
utilities can be added to the existing systems. This design should meet the Laboratory’s 
needs for many years.

In reviewing the proposed program/concept design of the DEC Seafood and Food Safety 
L̂ ib several important concepts are presented that effect the size of the laboratory. The 
variety of work done by the Lab along with the dedicated space required to do the 
analyses accurately and precisely has a dramatic eflcct on increasing the size of the 
laboratory. The laboratory has a number of smal programs that require less than FTE 
but because of the uniqueness of the testing required the space must be dedicated. Some 
examples of specific space requirements arc chem .cal preparation, media preparation, 
marine toxins, animal microbiology, seafood and food microbiology, drinking water, and 
wet chemistry. The dedicated space is required to avoid cross contamination that could 
result in false positives or false negatives in microbiological analyses or inaccurate results 
in chemical analyses. For example, food microbiology and animal microbiology should 
not be done in the same laboratory. Chemical determinations should not be done ini a
microbiology laboratory or vice versa. Despite a small staff, the programs covered 
DEC lab are extensive as illustrated by the following list:

jy the

Certify in-state laboratories for microbiological analysis of drinking water. (iEPA 
Certified)
Conduct product and growing water sampling required by the National Shellfish 
Sanitation Program (NSSP) to ensure that bivalve shellfish can be marketed. 
(FDA Certified)
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Routinely test commercial bivalve shellfish for marine toxins including para ytic 
shellfish poison (FDA certified) uud domoic acid.
Analyze finished seafood and general food products for pathogenic bacleridl 
contamination.
Analyze fish for five toxic metals - mercury, chromium, cadmium, arsenic dnd 
methyl mercury as per the EPA fish advisory program.
Evaluate and randomly sample finfish for chemical and bacterial contaminants 
and parasites.
Perform animal testing required to maintain USDA brucellosis certification.1 
(USDA certified)
Test for equine infectious anemia in horses intended for interstate or international 
shipment or entered in state fairs or other special events. (USDA certified) 
Evaluate raw and finished dairy products for bacterial contamination, antibiotics, 
and pasteurization (FDA certified).

The usual recommended net square feet/analyst for laboratories cannot be applied to the 
DEC laboratory because of the special space requirements for the variety of work. In 
addition, there are minimum requirements no matter the size of the laboratory with 
regards to safety. There arc special separation requirements for solvent, chemical aid gas 
cylinder storage. The staff size requires the analysts to do multiple tasks but to be 
efficient, effective and accurate they need dedicated space. The proposed design 
addresses these needs very effectively. The DEC laboratory has program requirements 
that T doubt are duplicated anywhere in the United States.

Conclusion

The proposed programming/concept design by Livingston-Stone for the State of Alaska 
DEC Seafood and Food Safety Laboratory captures the flexibility and adaptability of the 
space to meet the current diversity of work as well as program changes in the future. The 
variety of work and the need for dedicated space for some of the programs has resulted in 
the net square fcet/analysl being higher than a typical laboratory. The normal space 
efficiencies cannot be achieved with *Ve laige variety of work and small number of 
analysts. I agree with the design concept and space allocations for the analytical 
functions as shown in the proposal This design proposal should meet the needs of the 
Laboratory for many years. It is a well thought out design.

John Wiskerchcn 777
Consultant
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M EM ORANDUM
Department o f  Adm inistration  
Division o f  General Services 
vemJones@admin.3fatc.ak.us

j Number: 465-2250
FAX N u m ber: 465-ll89

i TDD Number: 465-2205

STATfE O F  ALASKA

TO: Janice Adair DATE:’ j April 18,2001
Director
Division of Environmental Health 
Department of Environmental 
Conservation

FROM: Vern Jone: 
ChiefProc

SUBJECT: Palmer Seafood Safely Lab 
Lease #2359

This is in response to your inquiry regarding the Seafood Safety Lab in Palmer. Lease #2359 
with Astro Enterprises has a current expiration date of December 31,12001. The State has 
options to extend the lease for two more years. If both of those options arc exercised, the lab 
could occupy this building through December 31, 2003*. After that date, your agency would 
have no legal authority to remain in this facility.

emergency procurement is authorized per AS 36.30.310. Such authorization would be valid 
only for the time necessary to secure replacement lab space through a competitive scaled biding

an obligation to prevent non-competitive procurements whenever possible. I urge you to take 
the steps necessary to avoid an emergency procurement for this lab.

'  Upon verifying (he expiration date In our lease (lie, 1 realized that this is different than the dme that we discussed 
on previous occasions. I apologize I f  my office provided incorrect information or contributed to n 
mlscommuniention regarding this lease.

I
The only way in which the lab could remain in the facility past December 31,2003 is if on

or competitive sealed proposals process per our procurement code. Such an extension would be 
subject to the lessor’s approval and negotiation ofleose terms and conditions. Your agency has

mailto:vemJones@admin.3fatc.ak.us
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M E M O R A N D U M

To: All Finance Committee Members

From: Representative Ogan 

Date: April 23, 2001

Re: HB 51 / Seafood Lab
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My staff has contacted Janice Adair and she has agreed to work with the Valley 
Delegation to arrive at a viable alternative that accomplishes the following goals.

1. Move the seafood testing portion of the lab closer to tidewater and be placed in a 
more affordable facility than the one proposed.

2. To leave those functions other than seafood in the Valley where the have always
been located.

3. To find a way obtain a more affordable, reasonably ->i/.ed facility, with an
acceptable per square foot cost.

The legislature should reduce the amount of funds available to a reasonable per square 
foot cost, and charge the Department to make that amount work.

We should not get into the business of designing or amending Laboratory floor plans.

We should also not expect an Architectural firm to suggest changes that reduces their 
profit. If we are to rely on expertise it should be non-prejudiccd with experience in 
reviewing such facilities._________________________________________

Since the present facility and virtually all the employees are within my District. I am 
counting on members to encourage Ms. Adair to work with our delegation ami help us 
emerge with an alternative that we can support.

I respectfully ask that any action on this project he accomplished within the integrity and 
protocol that surrounds matters negatively affecting another member’s District and 
constituents, I am sure we can come to an agreement it we all get together and make the 
effort.

Interim : 600 E. Railroad Avc. # I. Wasilla, AK 99654 • Session: Stale Capitol, Juneau. AK 99801 *165*3878
(907) 376*4866 Fax (907) 373-4724 1 (800) 862-3878 Fax (907) 465-3265



F I S C A L  N O T E
STATE OF ALASKA
2001 LEG ISLATIVE SESSION

(H) Publish Date:

F is c a l N o te  N u m b e r :
B ill V e rs io n :

1
TIFSr
1/10/01

Administration
Title: An Act related to entry Into and financing of a BRU: Leases

lease purchase for a seafood/food safety lab. Component: Leases
Sponsor: . Rules
Requester. •' Governor Component Number: 81

Expenditures/R evenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 ^Y 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Servicer
Travel
Contractual 0.0 0.0 0.0 (54.9) (113.7) (117-7)
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellanc .us

TOTAL OPERATING 0.0 0.0 0.0 (54.9) (113.7) (117.7)

CAPITAL EXPENDITURES L . . . . . .  J . ............ I . . .  J

[CHANGE IN REVENUES ( ) 0.0 0.0 | 0.0 0.0 0.0 0.0 |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 0.0 0.0 0.0 (54.9) (113.7) (117.7)
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.0 (54.9) (113.7) (117.7)

E stim a te  of any c u r r a n t  y e a r  (FY2001) c o s t : 0.0

POSITIONS
F u lH im e Ii . .
Part-time
Temporary , _ L .  _

ANALYSIS: (Attach a saparale papa H nacassary)
The bill would authorize financing and construction of a new laboratory facility that would replace the current leased location In 
Palmer. The Division will execute a lease purchase agreement for the lease purchase of a new seafood and food safety latxratory 
In Anchorage.

Lease savings would begin mid way through (January) FY200S when we anticipate occupying the new facility. The specific lease 
tiid current costs are shown on the attscher: page. Annual costa for the Palmer lease In FY2001 are budgeted In the Department 
of Administration's (DOA) Leases component as S98.0 of General Funds and in (he Department of Environmental Conservation's 
Operating budget and paid to DOA via a $17.7 RSA. Future years estimated lease savings have been adjusted to reflect the 
January occupancy data and probable Consumer Price Index adjustments.

Costs for the design, construction, acquisition and construction contract compliance are not Included in this fiscal note as those 
costs and assodalad work will be bcvne by other state departments

Prepared by: 
Division

Approved by: 
Agency

(R*> inooo oue)

Chris Parce. Director
Division of General Servicos

Commissioner Jim Duncan

Phone (907)465-2250 
Dote/Time 12/13/00 1pm

Dote 12/13/00_____
Department of Administration

For distribution information, call the Governor's Legislative Office
Page 1 o f  2__

COMMITTEE COPY



F iscal Not*
Stat* o f A laska 

2001 L eg isla tive S «ss lon

A N A L Y S IS : (c o n t in u e d )

Current Palmer Laboratory Lease

Lease # Location Property Sq Ft

FY2001 
Cost per 

Year 
(Annual)

Annual
RSA

Amount

Net
FY2001

DOA
Budget

(Annual)

•Estimated 
FY2005 

DOA 
Reduction 
(1/2 year)

'Estimated
FY2006

DOA
Roduction
(Annual)

•Estimated
'2007
0A

juction
(Annual)

2359 Palmer Palmer Lab 9,252 115,710 17,697 98,013 54,924 113,692 117,671

'Adjusted annually by the probable Consumer Price Index.



F I S C A L  N O T E

STATE OF ALASKA
2001 LEGISLATIVE SESSION

Fiscal Nole Number.
Bill Version: ______
(H) Publish Date: __

HB.M
01/10/01

Revision Date/Time (Note If correction):
Title: Seafood/Food Safety Lab Facility Construction

Sponsor •' 
Requester

Rules Committee
Governor

Dept, Affected: 
|BRU:
Component:

Component Number

Environmental Conservatio 
Environmental Health 
Laboratory Services_____

2065

E xpend itures/R evenues (Thousands of Dollars)
Note: Amounts do not Indude inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual 97.8 178.1 184.0
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 97.8 178.1 184.0

(CAPITAL EXPENDITURES I I I I I I I

[CHANGE IN REVENUES ( ) I ... I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 97.8 178.1 184.0
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

r  TOTAL 0.0 0.0 0.0 97.1 178.1 184.0

Estimate of an y  c u rra n t y a a r  (FY2001) cost: 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a  aaoarata paoa If nacauary)
The current Food Safety Laboratory has operated in a leased fedHty in Palmer (or over 30 years. The facility is now Inadequate for 
current tab operations. In addition tne lease wtll soon expire wtth no opportunity for tony term renewal. The bill would authorize 
financing and construction of a new Seafood and Food Safety Laboratory to -e opr* ted by the Department of Environmental 
Conservation (DEC).

The Department of Administration (DOA) pays the current lease costs for the lab. DEC reimburses DOA for a portion of these 
costs through an RSA. DEC witt directly pay for all of the utilities and maintenance costa for the new butdmg Thesa new costs are 
shown in the contractual line. Annual lease savings partially offset these new utStty and maintenance costs as shown on the 
attached chart.

We expect to begin occupying the building in January 2005, therefore the costs shown for 2005 are for half a year.

Prepared by: 
Division

Approved by: 
Agency

in** nmooOMei

Janice Adair, Director
Division of Environmental Health

Phone (907) 269-7644 
Dato/Tme 12/13/00 3:00PM

Kurt Fredriksson Date 12/13/00
Deportment of Environmental Conservation

For diaSrtbutlon Information, cat the Governor's Legislative Office
Page _ 1 _  o f  2 _

COMMITTEE COPY



•  •

ANALYSIS: (continued) B ill NO..

FISCAL NOTE 
STATE OF ALASKA 

2001 LEGISLATIVE SESSION

Line Item  D escrip tion__________  FY 2003 FY2004 FY2005 FY 2006 FY 2007

Contractual Line 300

* (O perating Expenses)

U tilit ie s  (estimated)
DEC will incur costs for utilities at the new 
facility starting mid - 2005. Utility costs 
at the existing leased facility are included 
in the lease paid by DOA and DEC. These 
costs are offset by the lease savings shown 
below and shown on DOA’s fiscal note.

552.965 $105,930 $110,040

B u ild ing  M aintenance (estimated)
DEC will incur costs for building maintenance 
at the new facility starting mid - 2005. 
Maintenance costs at the existing leased 
facility are also included In the lease 
paid by DOA and DEC. Those costs are 
offset by the lease savings shown below 
and shown on DOA's fiscal note.

$54,800 $92,700 $95,160

* (Lease Savings - Palmer Lab)
DEC portion of current lease paid to 
DOA/GS through a RSA. will no longer be 
required after completion of the new facility.

($9,916) ($20,527) ($21,245)

Total Contractual: so SO $97,849 $178,103 $183,955

* Adjusted annually by the probable Consumer Price Index.

Page _ 2  of  2 _ _
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F I S C A L  N O T E

Revision Date(Time (Note if correction):_____________________ Dept. Affected: Revenue_________
Title: Bonding: Food Safety Lab Facility Construction BRU: Revenue Operations
______________________________________________________ Component: Treasury_________

STATE OF ALASKA Fiscal Note Number _________ 3_________
2001 LEGISLATIVE SESSION Bill Version:_______________ HB5I

(H) Publish Date:___________ 01MQ/QI

Sponsor.' Rules Committee
Requester Governor Component Numbe:: 121

E x p e n d i tu r e s /R e v e n u e s (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel 10.0
Contractual 8.0 7.0 7.0 7.0 7.0 7.0
Supplies
Equipment
Land & Structures
Grants & Claims
Debt Service 0.0 1,224.0 1.223.0 1,220.0 1,221.0 1.225.0

TOTAL OPERATING 18.0 1.231.0 1,230.0 1,227.0 1,228.0 1,232.0

1 CAPITAL EXPENDITURES 1 i 1 i 1 ! 1

ICHANGE IN REVENUES ( )
.

i I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 16.0 1,231.0 1.230.0 1.227.0 1.228.0 1,232.0
1005 GF/Progrem Recefpts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 18.0 1.231.0 1,230.0 1,227.0 1,228.0 1,232.0

Estimate of any currant year (FY2001) coat* 0.0

POSITIONS
Full-llme i
Part-time i
Temporary I

.

A N A L Y S IS :  (Attach a separata papa H necessary)
Authorize* the hwuanca of 513.655.CXX) In Cartiftcatas of Participation for th* construction of a aaafood and food safety laboratory 
to be operated by th* Department of Environmental Conservation.

Assuming an Interest cost of 6.12% (approximately 0.75% above currant rates), and a 20-y*ar 1a.m. the annual dabt service 
payment would be approximately 51.22 mutton beginning In fiscal year 2003 with a  total repayment of approximately 524.4 million

It Is possible that the Stale Bond Committee might prefer to shorten the term on these bond* by two to (We years to maintain a 
higher credit rating on the bonds. In this event, the required annual payments could Increase by as much as 5200.000 per year but 
total repayment would be reduced by as much as 53.1 mUkon.

Prepared by; 
Division

Approved by: 
Agency

(*»»tirjOOOO*ei

D even Mitchell, Debt M anager P hone  465-3750
T reasury  Division

Larry Perslly, Deputy C om m issioner

Dalo/Time Dec 7, 2000 

P e te  Dec 6. 2000
D epartm ent of R evenue

For distribution Information, cat! th* Governor's Legtslabv* Office Page o f  1_

COMMITTEE COPY
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F I S C A L  N O T E

ST A T E  O F  A L A S K A  Fiscal Note Number
2001 L E G IS L A T IV E  SESS IO N  Bill Version:

(H) Publish Date:

Revision Date/Time (Note if correction):_____________________ Dept. Affected:
Title: An Act related to entry Into and Financing of a_________BRU:
_____________ lease purchase for a seafood/food safety lab. Component:
Sponsor. . Rules_____________________________________
Requester. •’ Governor__________________________________ Component Number:

Expenditures/Revenues____________________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

0.0 0.0 0.0 (54.9) (113.7) (117.7)

TOTAL OPERATING 0.0 0.0 0.0 (54.9) m u (117.7)

I CAPITAL EXPENDITURES | I 1 I I j

CHANGE IN REVENUES ( ) 0.0 0.0 | 0.0 0.0 0.0 0.0|

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 0.0 0.0 0.0 (54.9) (113.7) (117.7)
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.9 0.0 0.0 (54.9) (117.7)

m s r
1/10/01

Administration
Leases______
Leases

81

Estimate o f any current year (FY2001) cost: 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (A,1ach a sepera/e page //necessary)
The bill would authorize financing and construction of a new laboratory facility that >*rould replace the current leased location in 
Palmer. The Division will execute a lease purchase agreement for the lease purchase of a new seafood and food safety laboratory 
In Anchorage.

Lease savings would begin mid way through (January) FY2005 when we anticipate occupying the new facility. The specific lease 
and current costs are shown on the attached page Annual costs for the Palmer lease in FY2001 are budgeted in the Department 
of Administration's (DCA) Leases component as S9d.O of General Funds and i t the Department of Environmental Conservation's 
operating budge! and paid to DOA via a $17.7 RSA. Future years estimated lease savings have been adjusted to reflect the 
January occupancy date and probable Consumer Price Index adjustments.

Costs for the design, construction, acquisition and construction contract compile rice are not Included In this fiscal note as those 
costs and associated work will be bome by other state departments

Prepared by:
Division

Approved by: 
Aflency

(«». viox owe;

Chris Parce, Director
Division of General Services

Commissioner Jim Duncan

Phone (907)465-2250 
Date/Time 12/13/00 1pm

Date 12/13/00
Department of Administration

For distribution Information, cell the Governor** Legislative Office
Page 1 o f  2__

COMMITTEE COPY
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F iscal Not*
S ta ts  o f A laska 

2001 L egislative S ess io n

A N A L Y S IS : ( c o n t in u e d )

Current Palmer Laboratory Lease

Lease ft Location Properly Sq Ft

FY2001 
Cost per 

Year 
(Annual)

Annua'
RSA

Amount

Net ’ Estimated ’ Estimated 'Estimated
FY2001 FY2005 FY200f FY2007

DOA DOA DOA DOA
Budget Reduction Reduction Reduction

(Annual) (1/2 year) (Annual) (Annual)
2359 Palmer PalmerLab 9,252 115,710 17,697 98.013 54,924 113,692 117,671

'Adjusted annually by the probable Consumer Price Index.



S T A T E  O F  A L A S K A  Fiscal Note Number _________ 2_________
2001 L E G IS L A T IV E  SESSIO N  Bill Version:_______________ HB5I

(H) Publish Date: ___________ 01/10/01

Revision Date/Time (Note if correction):_____________________ Dept. Affected: Environmental Conservatio
Title: Seafood/Food Safety Lab Facility Construction BRU: Environmental Health

F I S C A L  N O T E

_______________________________________________________ Component: Laboratory Services
Sponsor •' Rules Committee___________________________  _________________
Requester Governor Component Number. 2065

Expend itures/R evenues (Thousands o f Dollars)
Note: Amounts do not Include Inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual 97.8 178.1 184.0
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 97.8 178.1 184.0

[CAPfTAL EXPENDITURES | | j ! ! T

ICHANGE IN REVENUES ( ) | I [ ! j I I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 97.0 178 1 184.0
1005 GF/Program Receipts
1037 GF/Mental Hoalth
Other (Specify Typo)

TOTAL 0.0 0.0 0.0 97.8 178.1 184.0

Estimate of any currant year (FY2001) coat: 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a taoarata paoa Itnacauaryj
The current Food Safety laboratory has operated In a leased facility In Palmer for over 30 years. The fedWy Is now Inadequate for 
current lab operations. In addition the lease will soon expire with no opportunity for long term renewal. The but would authorize 
financing and construction J  •  new Seafood and Food Safety Laboratory to be operated by the Department of Environmental 
Conservation (DEC).

The Department of Administration (DOA) pays the current lease costs tor the lab. DEC reimburses DOA for a portion of these 
costs through an RSA. DEC wMI drecOy pay lor all o< the utWties and maintenance costs for the new building. These new costs are 
shown In the contractual line. Annuel lease savings perttalty offset these new utility and maintenance costs as shown on the 
attached chart

We expect to begin occupying the bu#ding In January 2005, therefore the costs shown for 2002 ere for half a year.

Prepared by: Janico Adair, Director___________________________________ Phone (907) 269-7644________
Diviskvt Division of Environmental Health__________________________  Date/Time 12/13/00 3:00PM_______

Approved by: Kurt Fredriksson_______________________________________  Date 12/13/00______________
Agency Dnpartmcnl of Environmental Conservation_________________

For distribution Information, call tha Governor's Legislative Office
i inooo oubi Pogo__1__o f __ 2__

COMMITTEE COPY



ANALYSIS: (continued) B ill NO..

FISCAL NOTE 
STATE OF ALASKA 

2001 L„ TISLATIVE SESSION

Line Item  D escrip tion______________  FY2003 FY2004 FY2005 FY 2006 FY 2007

C ontractua l Line 300

* (O perating Expenses)

U tilit ie s  (estimated)
DEC will incur costs for utilities at the new 
facility starting mid - 2005. Utility costs 
at the existing leased facility are included 
in the lease paid by DOA and DEC. These 
costs are offset by the lease savings shown 
below and shown on DOA's fiscal note.

$52,965 $105,930 $110,040

B u ild ing  Maintenance (estimated)
DEC will incur costs for building maintenance 
at the new facility starting mid - 2005. 
Maintenance costs at the existing leased 
facility are also included In the lease 
paid by DOA and DEC. These costs are 
offset by the lease savings shown below 
and shown on DOA’s fiscal note.

$54,800 $92,700 $95,160

* (Lease Savings - Palmer Lab)
DEC portion of current lease paid to 
DOA/GS through a RSA, will no longer be 
required after completion of the new facility.

($9,916) ($20,527) ($21,245)

Total C on tractua l: 50 $0 $97,849 5178,103 $183,955

* Adjusted annually by the probable Consumer Price Index.

Page 2 _  o f  2.



F I S C A L  N O T E

STATE OF ALASKA
2001 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):___________________
Title: Bonding: Food Safety Lab Facility Construction

Fiscal Note Number.
Bill Version:_____
(H) Publish Date __

HB 51
PIT 001

Dept. Affected: 
’ b RU: 
Component:

Revenue
Revenue Operations
Treasury

Sponsor:
Requester

Rules Committee
Governor

E x p e n d i tu r e s /R e v e n u e s

Component Number: 

(Thousands of Dollars)

121

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Debt Service

10.0
8.0 7.0 7.0 7.0 7.0 7.0

0.0 1.224.0 1.223.0 1,220.0 1,221.0 1.225.0
TOTAL OPERATING 18.0 1,231.0 1,230.0 1,227.0 1,228.0 1,232.0

CAPITAL EXPENDITURES | I I I I I

CHANGE IN REVENUES { ) | | | | | |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Piogram Receipts 
1037 GF/Me.ital Health 
Other (Specify Type)

18.0 1.231.0 1.230.0 1,227.0 1.228.0 1.232.0

TOTAL 18.0 1.231.0 1.230.0 1,227.0 1,228.0 1,232.0

Estimate of any current year (FY2001) coet: 

POSITIONS

0.0

Full-time
Part-time
Temporary

ANALYSIS: (Attach a sooanle paoe if necessary)
Authorizes the issuance of S13.655.000 In Certrficotes of Partic ipation to r the construction of a seafood and food safety laboratory 
to be operated by the Department o f Environmental Conservation.

Assum ing an Interest cost o f 6.12% (approxim ately 0.75%  above current ratos). and a 20-year term, the annual debt service 
paym ent w ould be approxim ately S1.22 m illion beginning in fiscal year 2003 with a total repayment of approximately S24 4 m illion

It Is possib le that tho State Bond Commitloe m igh t prefer to shorten the term on these bonds by two to live years to m aintain a 
h igher credit rating on the bonds In this event, the required annual paym ents could increase by as much a t  $200,000 per year but 
total repaym ent would be reduced by as much as S3 1 million

Prepared by: 
Division

Approved by: 
Agency

(m«, nuoooOMO)

Devon Mitchell Debt Manager Phono 465-3750
Treasury Division

Larry Persily, Deputy Commissioner

Dalo/Timo Dec 7. 2000 

Date Dec 8. 2000
Department of Revenue

For d istnbution inform ation, call the G overno rs Leaislative Office
Page 1 _  o f  1_.

COMMITTEE COPY
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Date of Committee Action: \  l y y .lc U -

The FINANCE Committee considered: HB 51

HOUSE BILL NO. 51 LEGIS APPROVAL OF SEAFOOD/FOOD SAFETY LAB

"An Act giving notice of and approving the entry into, and the issuance of certificates of participation for, a 
lease-purchase agreement for a seafood and food safety laboratory facility; and providing for an effective date."

Recommends it be replaced w ith_____ CS VA f~~> \  (Y~ I ] Same Title [ [New Title
For Senate Bills with new title: / / Technical Title [  J Sew Title: HCK_____

[ ] attach amendments
[ ] add new referral to________ Committee
[ ] Letter of Intent___________Committee

HOUSE C O M M IT T E E  R EPO R T

Dale Referred lo Committee: January 10, 2001 FURTHER REFERRALS:

List ofA bbrrv.ForDepis.:
ADM
CED
CO It
CRT
EED
DEC
DFCi
GOV
ItSS
LAA
LAW
LWK
MVA
DNR
DI'S
REV
DOT
LA

N E W  FISCAL NOTES 
*For Chief Clerk’s Office Use Only

FN#
* List by Dept(s): Fiscal Indct. Zero

•f-rv)

PR EVIO U S  FISCAL NOTES

List by Dept(s): FN
n Fiscal Indct. Zero
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F I S C A L  N O T E
STATE OF ALASKA Fiscal Note Number:
2001 L E G IS L A T IV E  SESSION Bill Version:

() Publish Date:
C S  HB 51 (FIN)

Revision Date/Time (Note if correction): DepL Affected: R evenue
Title: Seafood / Pood Safety Lab BRU: R evenue Operations

C om ponent Treasury
S p on so r Rules Committee
R eaueeten H ouse Finance Committee Component Number. 121
E x p e n d i tu re s /R e v e n u e * (T h o u sa n d s  o f D ollars)
Note: Amounts do not include inflation unless otherwise noted bel'x*.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel 10.0
Contractual 8.0 7.0 7.0 7.0 7.0 7.0
Supplies
Equipment
Land & L -ucturee
Grants & Claims
Debt Service 1,009.4 1.007.6 1,010.7 1,012.4 1,007.8

TOTAL OPERATING 18.0 1,016.4 1,014.6 1,017.7 1,019.4 1,014.8

CAPITAL EXPENDITURES i I ______  J

CHANGE IN REVENUES ( ) \ 1 | 1 ; [ j

FUND SOURCE (Thousand* of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 18.0 1,016.4 1,014.6 1,017.7 1,019.4 1,014.8
1005 GF/Progrem Receipts
1037 GF/MenUl Health
Other (Specify Type)

TOTAL 18.0 1.016.4 1,014.6 1,017.7 1.019.4 1,014.8

E stim ate of rn y  cu rren t year (FY2001) coefc 0.0
C heck thla box  (X) M fund ing  fo r th ie biH ia Included  in th e  G overno r's FY 2002 b u d g e t p ro p o sa l:

POSITIONS
FuH-time
Perl-time
Temporary

•
ANALYSIS: (Attach a  separata page ^necessary)
This legislation cuthortzes the issuance of *11.600.000 In Certftcales of Parttipetkxv pk* the use of $870,000 In Investment 
eemingt on the bond proceeds dteing construction and $310,000 tn state General Fund dollars to pay tor the construction of a 
seetood and tood safety laboratory.

Investment earnings projection* on this project are based on cash Sows proMded by tha Department erf Transports Son and Piirfic 
Fadllbet and reqtira a rate of retun of 4.1% to realize sufficient earnings tor kil project tondng. Although the aaeumpttons that 
have been used are ooneervatfve, to the extent fund* are spent more qufckty t e n  anddpaad x  (he toveetmant reSan la lees than 
4.1 X tw  project may reqeSre addkkmal flawing tor compiebon.

Assuming so Interest cost of 5.63% (approximately 0.50% sbove current rates), and e 20-veer term, toe annual debt service 
peymer _- wSI be spprudmatety $1.0 mteton beginning in kacal year 2003 ekh a total repe)tnent of fust under $20.2 m ton .

Prepared by: Devon Mitchell, S tate Debt M anager P hone 465-3750
Division Treasury Division DeleTTime April 2 7 ,20 0 1 , 5 p.m.
Approved by: Lorry Pereify. Deputy Commissioner Data 04/27/2001
Agency Department of Revenue

(Mm  *717001 C M )

For dtsttbufton Wormettan. cel tm  Governor'* Lars inMrm Oflias
Page 1 o f  1_



F I S C A L  N O T E
STATE OF ALASKA Fiscal Nola Number
2001 L E G IS L A T IV E  SESSION Bill Version:

() Publish Date:
C S  HB 51 (FIN)

Revision Date/Time (Note if correction): Dept. Affected: Administration
Tide: "An Act relatinq to entry into and  financing of a BRU: L e a se s
lease  purchase for a  seafood/food safety  lab...* C om ponen t L e a se s
S p o n so r (H) R ules for Governor
R equester. ((H) Finance Com ponent Number. 01
E x p e n d l t u r e s / R e v e n u e i (T h o u sa n d s  of D o llars)
Note: Amounts do not include inflation un less otherw ise noted  below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2009 FY 2006 FY 2007
Personal Services
Travel
Contractual 0.0 0.0 0.0 (54.9) (113.7) (117.7)

Supplies
Equipment
Land & Structures
G rants & Claims
M iscellaneous

TOTAL OPERATING 0.0 0.0 0.0 (54.9) I 113-7) (117.7)

ICAPITAL EXPENDITURES | 1 1 i ! f

ICHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0 |

FUND SOURCE (Thousands of Dollars)
1002 Federal R eceipts
1003 GF Match
1004 GF
1005 GF/Program R eceipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 1.0 0.0 (54.9) (113.7) (117.7)

E stim ate  of an y  c u rra n t y e a r (FY2001) co a t: 0.0
C heck  th is  box  (X) If fu n d in g  fo r  th le  M l is  Inc luded  in  th a  G o v e rn o r 's  FY 2002 b u d g e t p ro p o s a l:

POSITIONS
FiiH im *
Part-b me
Temporary

ANALYSIS: /A ttachaseperafepage/fneoaesary)
The bit would authorize ftnendng and ooasbucttan of a new laboratory taoity that would replace the current teased location in 

Palmer. The Division wti execute a  lease purchase agreement tor the tease purchase of a  new seafood and food safety laboratory 
in Anchorage.

Lease savings would begin mid way through (January) FY20O5 when we arbdpate occupying the new facility. The specific 
lease and current oosts are shown on the attached page. Annual costs tor the Palmer Has* In FY2001 are budgeted In the 
Department of Adnlnlstn) Son's (DOA) Leasee component as SOS O of General Funds and In tha Department of Environmental 
Conservation's operating budget and paid to DOA vta a  117.7 RSA Futore years esdmaled lease savings have been ar^ustod to 
reflect the January occupancy date and probable Consumer Pitas tadsx adjustments.

Costs tor the desipi, construction, acquisition and oonslruaton contract oompflanoa are not induded in this iacal note as ttx -so 
oosts and associated work wtt be barm  by oVwr stale departments.

Prepared  by: Chris P a roe, Director Phone 4 6  S-2250
Derision Division of G eneral Services Date/Time April 2 7 ,2 0 0 1

Approved by: Jim  Duncan, Com m issioner D ate 4/27/01
Agency D epartm ent of Administration_________________________________

For drstabuttan trtiormetton. caf t ie  Q o v m ta 's LedeM ve Office
(Hmvtrxxn owi Page_1_of_2_



A N A L Y S IS : C 8  H B  51 (F IN ) -  c o n t in u e d .

L ease» Location Property 
2359 Palmer Palmer Lab

Net
FY2001 FY2001
Cost per Annual DOA

Year RSA Budget
Sq Ft (Annual) Amount (Annual) 

9,252 115,710 17,697 98,013

Current Palmer Laboratory Lease
‘Estimated ‘Estimated ‘Estimated 

FY2005 FY2006 FY2007
DOA DOA DOA

Reduction Reduction Reduction 
(1/2 year) (Annual) (Annual) 

54,924 113,692 117,671

•Adjusted annually by the probable Consumer Pd a Index.

P ago  2 o f 2



F I S C A L  N O T E

STATE OF ALASKA
2001 LEGISLATIVE SESSION

Fiscal Note Number
Bill Version: ______
CH) Publish Date: _

HB 51
01 10 01

R e v is io n  D a te /T im e  (N o te  if  c o r r e c t io n ) :________________________

T itle : S e a fo o d /F o o d  S a fe ty  L a b  F a c ility  C o n s tru c t io n

R u le s  C o m m itte e

D e p t. A ffe c te d : 

"B R U : 

C o m p o n e n t:

E n v iro n m e n ta l C o n s e rv a tic  

E n v iro n m e n ta l H e a lth  

L a b o ra to ry  S e rv ic e s _______

R e q u e s te r . G o v e rn o r C o m p o n e n t N u m b e r 2 0 6 5

Expenditures/Revenues ( T h o u s a n d s  o f  D o l la r s )

N o te : A m o u n ts  d o  n o t in c lu d e  in fla t io n  u n le s s  o th e rw is e  n o te d  b e lo w .

O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 2 F Y  2 0 0 3 F Y  2 0 0 4 F Y  2 0 0 5 F Y  2 0 0 6 F Y  2 0 0 7

P e rs o n a l S e rv ic e s

T ra v e l

C o n tra c tu a l 97 .8 178.1 1 8 4 .0

S u p p lie s

E q u ip m e n t

L a n d  &  S tru c tu re s

G ra n ts  &  C la im s

M is c e lla n e o u s
T O T A L  O P E R A T IN G 0 .0 0 .0 0 .0 97 .8 178.1 1 8 4 .0

iC A P IT A L  E X P E N D IT U R E S  1 i i j j f

IC H A N G E  IN  R E V E N U E S  ( ) 1 1 I I I

F U N D  S O U R C E (T h o u s a n d s  o f  D o lla rs )

1002 F e d e ra l R e c e ip ts

10 03  G F  M a tc h

1004 G F 97 .8 178.1 1 8 4 .0

10 05  G F /P ro g ra m  R e c e ip ts

10 37  G F /M e n ta l H e a lth
O th e r  (S p e c ify  T y p e )

T O T A L 0 .0 0 .0 0 .0 97 .8 178.1 1 8 4 .0

E s t im a te  o f  a n y  c u r r o n t  y o a r  (F Y 2 0 0 1 ) c o s t : 0 .0

P O S IT IO N S

F u ll- lim o

P a rt- t im e
T o m p o ra ry

A N A L Y S IS : (Attach  a separata p a io  i t necessary;
Tho current Food Safety Laboratory has operated In a lo a je d  facility In Polm or for o ve r 30 years. The facility is now inadequate for 
current lab operations. In addition the lease will soon expire w ith no opportunity lo r long term  renewal. Tho bill would authonzo 
financing and construction o f a new Seafood and Food Safoty Laboratory to  bo operatod by tho Department of Environmental 
Conservation (DEC)

The D opartinont o f A dm inistration (DOA) pays tho curront lonso costs for tho lab DEC re im burses DOA for a portion of those 
costs thr >ugh an RSA. DEC will d iroctly pay tor a ll o f tho utilities ond m aintenance costs for tho now building Theso now costs aro 
shown In the contractual line Annual loaso savings partia lly off sol theso now  utility  and m aintenance costs as shown on tho 
attached chart

W o oxpect to  begin occupying the build ing in January 2005. thoroforo the costs shown for 2005 aro for half a yoar

P ro p a ro d  by:

Division

A p p ro v e d  by. 

Agency

(Hr. 11.7000 OM«)

J a n ic e  A d a ir .  D ire c to r

D iv is io n  o f  E n v iro n m e n ta l H o a lth

P h o n e  (9 0 7 ) 2 6 9 -7 6 4 4  

D ateTT im o 1 2 /1 3 /0 0  3  0 0 P M *

K u r l F ro d r ik s s o n D a to  1 2 /1 3 /0 0

Department of Environmental Conservation
For distribution Information, call tho Governor's legislative Office

Pago of  2_
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ANALYSIS: (continued)
FISCAL NOTE

STATE OF ALASKA 
2001 LEGISLATIVE SESSION

Line Item Description_____________________FY 2003 FY 2004 FY 2005 FY 2006 FY 2007

Contractual Line 300

* (Operating Expenses)

Utilities (estimated)
DEC will incur costs for utilities at the new 
facility starting mid - 2005. Utility costs 
at the existing leased facility are included 
in the lease paid by DOA and DEC. These 
costs are offset by the lease savings shown 
below and shown on DOA's fiscal note.

$52,965 $105,930 S110,040

Building Maintenance (estimated)
DEC will incur costs for building maintenance 
at the new facility starting mid - 2005. 
Maintenance costs at the existing leased 
facility are also included in the lease 
paid by DOA and DEC. These costs are 
offset by the lease savings shown below 
and shown on DOA’s fiscal note.

554,800 $92,700 $95,160

* (Lease Savings - Palmer Lab)
DEC portion of current lease paid to 
DOA/GS through a P.SA, will no longer be 
required after completion of the new facility.

($9,916) ($20,527) ($21,245)

Total Contractual: SO SO S97.849 $178,103 $183,955

* Adjusted annually by tho probable Consumer Price Index.

Page 2 o f  2_



22-GH1012\C

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SECOND LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COMMITTEE

Ottered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A B IL L  

FOR AN ACT ENTITLED 

"An Act giving notice of and approving the entry into and the issuance of certificates of 

participation for a lease-purchase agreement for a seafood and food safety laboratory’ 

facility; relating to the use of certain investment income for certain construction costs; 

and providing for an effective date."

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

* Section 1. The uneodificd law of the State of Alaska is amended by adding a new section 

lo read:

INTENT. It is the intent of the legislature that the amount of money to be used for the 

construction and equipping of a new seafood and food safety laboratory facility is 

SI 2,788,000. Of that amount, it is the intent of the legislature that

(1) $11,600,000 shall come from the proceeds of the certificates o! 

participation to be issued by the state bond committee under sec. 2 of this Act;

(2) $878,000 shall come from the investment income earned on the proceeds 

of the sale of the certificates of participation described in sec. 2 of this Act; and

CS FO R  HOUSE B IL L  NO. 51 (F IN )

- I-  C S Illl 51 (FIN)
U a w  T e x t  U n d t t r l i n o d  (D E L E T E D  T E X T  O R A C K E T E D }



if
1 (3) S310.000 shall come fron the general fund for nonbondable costs.

2 * Sec. 2. The uncodified law of the State of Alaska is amended by adding a new section to

3 read:

4 NOTICE AND APPROVAL OF ENTRY INTO AND FINANCING OF A LEASE-
1

5 PURCHASE AGREEMENT, (a) Subject to annual appropriation, the Department of

6 Administration is authorized to enter into a lease-purchase agreement for a seafood and food

7 safety laboratory facility to be constructed under the lease-purchase agreement and to be

8 operated by the Department of Environmental Conservation.

9 (b) The state bond committee is authorized to provide for the issuance of certificates

10 of participation in one or more series in the aggregate principal amount of S11,600,000 for the

11 construction of a seafood and food safety laboratory facility under the lease-purchase

12 agreement authorized in (a) of this section. 'Hie remaining balance of tire construction and

13 equipping costs shall be paid from the other money sources described in sec. 1 of this Act,

14 including investment income of $878,000 earned on the proceeds of the sale of the certificates

15 of participation. The estimated total cost of construction, acquisition, and other costs of the

16 project is $12,788,000. The estimated annual amount of rental obligations under the lease-

17 purchase agreement is $1,000,000. The estimated total lease payments lor the full term of the

18 lease-purchase agreement is $20,400,000. In this subsection, "cost of construction" includes

19 credit enhancement and underwriting expenses, rating agency fees, bond counsel fees.

20 financial advisor fees, printing fees, advertising fees, capitalized interest, and interest earnings

21 used for lease payments.

22 (c) The state bond committee may contract for credit enhancement, underwriting,

23 credit ratings, bond counsel, financial advisor, printing, advertising, and trustee services that

24 the committee considers necessary in financing the project described in this section.
i

25 * See. 3. The uncodified law of the State of Alaska is amended by adding a new section to

26 read:

27 APPROVAL OF AGREEMENT. Section 2 of this Act constitutes the approval

23 required b> AS 36.30.08i\

29 * Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

2 2 - G H 1012\C

i CSHB51(FIN) -2-
N ew  T r x c  U n d e r l i n e d  I  D E L E T E D  T E X T  B R A C K E T E D I



F I S C A L  N O T E

2001 LEGISLATIVE SESSION Bill Version: CS HB 234 (FIN)
() Publish Date: ______________

STATE OF ALASKA Fiscal Note Number: _____________

Revision Date/Time (Note if correction):______________________ Dept. Affected]_________ Revenue_________
Title: Bonds to Fund Public Facilities________________ BRU:  Revenue Operations
______________________________________________________ Component:___________ Treasury_________
Sponsor: House Finance Committee___________________  _________________
Requester: House Finance Committee___________________ Component Number: 121

Expenditures/Revenues_________________________ (Thousands of Dollars)______________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel (Marketing & Selling Bonds)
Contractual (Trustee/Paying Agent)
Supplies
Equipment
Land & Structures
Grants & Claims
Debt Service

50.0

TOTAL OPERATING 50.0 0.0 0.0 0.0 0.0 0.0
|CAPITAL EXPENDITURES 
CHANGE IN REVENUES ( ) |
FUND SOURCE___________________    (Thousands of Dollars)
1002 Federal Receipts (FHWA)
1003 G r Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Hoalth
Project Fund Investment Earnings

50.0

TOTAL 50.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2001) cost: 0.0
Check this box (X) if funding for this bill is included in tho Governor's r Y 2002 budget proposal: 

POSITIONS _______________ _____________________
Full-time
Part-time
Temporary

ANALYSIS: (Atlach a ioparalo paqa nocowary)

Prepared by: 
Division

Approved by: 
Agency

ouni

Devon Mitchell, Stale Debt Manager Phono 465-3750
Treasury Division

Larry Porsily. Dopuly Commissioner

□atfl/TImKi 04/27(2001, 3p  m 

Date 04/27/2001
Department of Revenue

For distribution inlormntwn. call tho Governor's LtxxslaSvo Offlou
PnO0 1 _ o f  _ 2 _



Department o f Revenue Fiscal Note and Bill Analysis 
CS HB 234 (FINANCE) -  A p r i l  2 7 .  2 0 0 1

BOND ISSUE

This legislation authorizes the Department of Revenue to sell 60% of the state's 
portion of the Master Tobacco Settlement Agreement to the Northern Tobacco 
Securitization Corporation (a subsidiary of the Alaska Housing Finance Corporation) in 
exchange for the bond proceeds NTSC is able to generate (less the costs of issuing the 
bonds and funding the debt service reserve).

Proceeds to the state from the sale to the NTSC of 40% of the state's share of 
the tobacco settlement will provide funding of at least $127,529,127 for capital projects 
after funding a debt service reserve and costs of issuance. This portion of the sale will 
be a tax-exempt issuance, with an anticipated term of approximately 22 years but with 
♦he ability to extend the term to a maximum of over 30 years if revenues are lower than 
forecast. To the extent that there are residual settlement revenues following the 
repayment of these bonds, those revenues will revert to the state upon final payment of 
the bonds.

Proceeds of the remaining 20% of the tobacco settlement will provide funding of 
at least $63,635,075 to fund a smoking education and cessation account at the NTSC, 
with funds from that account available for annual appropriation by the legislature. This 
portion of the sale will be a taxable issuance with an anticipated term of approximately 
20 years, with the ability to extend the term to a maximum of over 30 years. To the 
extent there are residual settlement revenues following the repayment of these bonds, 
those revenues will revert to the state upon final payment of the bonds.

FISCAL NOTE COSTS

The $50,000 in contractual expenses will cover legal and financial services for 
negotiating the sale of the settlement proceeds.




