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w a s  referred to the 

Senate Finance 

C o m m i t t e e

N o  hearing w a s  held

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

DEPT. OF ENVIRONM ENTAL CONSERVATION

Telephone: (907) 269-7644 
F a x :(907)269-7654 

c-n ia il: Janicc_Adair@cnvircon.statc.ak.us

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

D IV IS IO N OF ENV IRO NM EN TA L HEALTH 
D IRECTOR ’S OFF ICE 
555 CORDOVA STREET 
ANCHORAGE , A LASKA 99501 
http://www.state.ak.us/dcc/deh

A pril 18 ,2001

T he  H onorab le  D ave D on ley  
T he H onorab le  Pete  K elly  
C o-C hairm en , S enate  F in an ce  C om m ittee  
C apito l B u ild ing  
Ju n eau , A laska  99801

Re: SB  24 , S eafo od  and F ood  S afe ty  L abora to ry  

D ear S enato rs D on ley  and  K elly :

T he  ab o v e-re fe ren ced  bill has been referred  to y ou r co m m ittee . T he pu rpo se  o f  th is le tte r is to 
request tha t it be sch ed u led  for a  hearing  as soon  as possib le . Its passage th is session  is critical 
not only  fo r lon g -term  financ ia l sav ings to the sta le  but a lso  to the  food industry' in A laska.

E nclosed  y o u ’ll find sev era l p ieces o f  in form ation  tha t I hope w ill an sw er all the q uestions you  
m ay have abou t th is facility , w hy w e find ou rse lves need ing  to  rep lace it, and w hy w e have 
chosen  to pursue a sta te  o w ned  facility . I ’ve tried  to not d u p lica te  in fo rm ation  already  p rov ided  
to  you abou t th is p ro jec t. T h e re  seem s to be a  lot o f  m isin fo rm ation  floating  aroun d , so  I have 
put to g e th er a ‘T  equen tly  A sk ed  Q u estio n s” paper, w hich  is also  a ttached , tha t I hope will 
reso lve those issues.

In a nu tshell:

T he  lease exp ired  in D ecem b er o f  last year, and can  on ly  be ex tended  on a sho rt-term  basis. 
A S 36 .30 .083  a llow s the D iv is 'o n  o f  G eneral S erv ices to  ex tend  a lease un d er tw o conditions: 
1) a 15% lease reduc tion  can  be ach ieved  o r 2) a  10% reduc tion  can  be ach iev ed  and the 
A m erican  w ith  D isab ilitie s  A ct (A D A ) requ irem en ts m et. In the case o f  o u r cu rren t facility , 
p rio r rent red u c tio n s in ex ch an g e  fo r A D A -com pliance  have already  been taken. T he  ow ners 
a re  no t in terested  in an o th e r reduc tion  in the ir lease rate. In add ition , the bu ild ing  is up  for 
sale.

♦ T h is  m eans tha t one w ay o r the o th e r w e have to m ove. W ith  m oney p rev iously  appropria ted  
by the L egisla tu re  to  look at the m ost co st-e ffec tiv e  w ay to  rep lace  the lab, w e h ired  a p rivate  
co n su ltan t to  do  an eco n o m ic  eva lua tion . H ands dow n , the  m ost co st-e ffec tiv e  m eans is a 
s ta te -ow ned  fac ility . In fact, leasing  a lab ora to ry  ra ther than ow n ing  w ould  cost the sta te  
56%  m ore o v er the 2 0 -y ea r te rm  o f  the bond repaym ent.

S a fe  Food, Sa fe  W ater, H ea lthy  C om m unities

mailto:Janicc_Adair@cnvircon.statc.ak.us
http://www.state.ak.us/dcc/deh
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♦ T he  functions o f  the  lab o ra to ry  are requ ired  regu la to ry  functions fo r the sale o f  shellfish  and 
dairy  p rodu cts in national and in ternational com m erce . N o  o th e r lab ora to ry  in the state 
p erfo rm s these  functions, n o r cou ld  they  u n d er the federal ru les.

♦ T h e  lab ora to ry  also  ce rtif ie s  p rivate, co m m ercia l lab o ra to ries to  co nduc t tests req u ired  u n d er 
the  S afe D rink ing  W ate r A ct (S D W A ) fo r pub lic  w a te r system s. U n less a p riva te  lab ora to ry  
is so  certified , E PA  w ill not accept th e ir test resu lts. S ince  A lask a  is a  p rim acy  s ta te  fo r the 
d rin k in g  w ate r p rog ram , w e canno t accep t th em  either.

T h is lab ora to ry  is cu rren tly  in P alm er, and o u r p lan inc ludes re lo ca tin g  it to  A nchorage . I realize  
that decision  a lo ne  is fraugh t w ith  political co n sid era tio n s , so  let m e exp la in  w hy it w as m ade.

♦ W e had to  have a cen tral location  that cou ld  receive  she llfish  sam p les  as q u ick ly  as possib le  
from  m any areas o f  the sta te  since, in m ost cases, P S P  tes ting  is requ ired  befo re  the product 
can  be p laced  in to  com m erce . T h a t m ean t it had  to  have easy  access  to  the  A nchorage  
In ternational A irport.

♦ W e needed  a site on a pub lic  sew er system , as m any o f  the  chem ica ls  used  at the lab  canno t 
be p laced  in a sep tic  tank.

♦ W e also  needed  a site  w ithou t ex 'e ss iv e  v ib ra tion , d u st o r e lec tro m ag n etic  in te rfe ren ce  as all 
o f  th e se  th ings in terfere  w ith  the perfo rm ance o f  the analy tica l equ ipm en t.

♦ T h e  lot needed  to be betw een  4 - 6  acres in size  to accom m odate  the  bu ild ing , park ing , and 
snow  sto rage  from  the park ing  lot.

♦ T o  keep the overa ll co st o f  a new  facility  as low  as possib le , the land needed  to be state- 
ow ned .

W e looked a t land in the M unic ipality  o f  A nchorage  and  in the  M atan u sk a-S u sitn a  B orough . 
T here  w as on ly  one lo t tha t m et all o f  the ab o v e-c rite ria  -  a site on the  sou thern  side  o f  T u d o r 
S treet. A  happy  side benefit o f  th is location  is tha t w e w ill be c lo se  to  the new  P ub lic  H ealth  
L abo ra to ry . T ha t w ill a llow  for eas ie r p ro fessional in terac tion , w hich  w ill be particu larly  
im portan t w hen  in v estiga ting  a food borne illness.

T he  location  in A nchorage  w ill s ign ifican tly  benefit the sh e llfish  industry  and  they  are  fully  
beh ind  th is p ro ject. S hellfish  g row ers and  harvesters  have to  arrange and  pay for transpo rta tion  
o f  the ir p roduct to the lab ora to ry  them selves. A n A nchorage  location  w ill th e re fo re  reduce  the ir 
costs s ligh tly , bu t m ost im portan tly  to them , speed  up the d e livery  o f  these tim e-sen sitiv e  sam ples 
to the laborato ry  fo r testing . O n the o th e r hand , o u r s ta ff p icks up sam ples for the d a iry  industry  
and d e livers them  to the  laboratory  as part o f  th e ir rou tine tasks, so  an A nchorage  location  will 
not resu lt in any add ition al costs  to the dairy  fan n e rs . A lso , the ir sam p les  are as no t tim e- 
sensitive  as shellfish .



Page 3
T h e  H onorab le  D ave D onley  
T he  H onorab le  Pete K elly  
A pril 18 ,2001

P lease  note that w e d id d isco v er an e rro r in som e o f  the in fo rm atio n  p rev iously  p rov ided . W e had 
in itia lly  been adv ised  tha t o u r cu rren t lease w ith  av a ilab le  ex ten sio n s w ould  exp ire  in D ecem ber 
2002 . In double ch eck in g  th is w ith  V em  Jones, th e  s ta te ’s C h ie f  P rocu rem ent O fficer, he 
confirm ed  that the last ex tension  runs th rough  D ecem b er 2003. T h is does not change  the need for 
th is leg isla tion  th is y ea r but does g ive  u s a b e tte r ch an ce  o f  hav ing  the  new  fac ility  com ple ted  
befo re  the cu rren t lease exp ires fo r good.

T h an k  you for y o u r co n sid era tio n  o f  th is request. If  you have any  o th e r q uestions o r need 
add itional in fo rm ation , d o n ’t hesita te  to con tac t m e.

E nclosures:
♦ L etters  o f  Support
♦ L aborato ry  B ullets
♦ F requen tly  A sked Q u estio n s
♦ M em orandum  from  H art H odges, N orthern  E co n o m ics  dated  January  29, 2001
♦ P ro jec t B udget da ted  D ecem ber 6, 2000
♦ A S 36 .30 .080-085  (L eases and lease pu rch ases)
♦ A rea  P icture O verv iew
♦ P rio r C apita l P ro jec t budget de ta ils  (FY  99 and  FY  01)

Cc: D even M itchell
D epartm en t o f  R evenue

V ern Jones
D epartm en t o f  A dm in istra tion  

B rad P ierce
O ffice  o f  M anagem en t and B udget
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G ro w e rs

A S S O C I A T I O N

January 19,2001 ' ' 1, ■

.lanice A d a ir , d ire c to r
ADEC , Div. o f Environm enta l Health .
5S5 Cordova Street - . ,
Anchorage, A K  99501 .

i . • , •

Dear Ms. A d a ir :

I'm pleased to offer the support o f shellfish growers for the construction o f a new ; 
food safety laboratory in Anchorage. In addition to being cost effective for die state, the 
new lab w il l significantly improve service to the overwhelming majo rity o f tile ‘customers 
i t serves. •

I.havc visited the lab on several occasions over the past 1 0  yeare and I an rfo llv 
aware o f the antiquated nature o f the facility. The lapsing o f the lease in the cuxfehl 
fac ility may' be a blessing in disguise since the facility should have been replnced/years 
ago. • ’ . _ | ;• • •

For shellfish growers, the shift to an Anchorage location makes a tremendous • 
amount o f sense, since logistics to Palmer have proven to be d ifficu lt and expensive. For 
example, when we send in water samples for analysis, we have 30 hours from  the time 
they are collected until they have to be in the hands o f lab technicians. Whiie.th&Teg 
from Anchorage to Palmer doesn't sound significant, courier service to Palmer isHimitcd 
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 because my time w indow would have felapsed 
I f  the samples had to wait for a courier delivery. ’. - V

It is my understanding that roughly 80 per cent o f the lab's business invo lves ' : 
seafood,.and the Anchorage location would be considerably more convenient fo r most o f 
the customers served by the lab. As a geoduck buyer, I am painfully aware o f tbe 
d iff ic u lt and expensive logistics ol getting PSP samples to Palmer from the Anchorage 
airport. From my long involvement on the ASM I board. I am aware that this is a probletn 
that many in the industry have in common.

According to information we received through briefings by DEC pcrsortnel, the 
sh ift to a fac ility in Anchorage also makes good fiscal sense since the btulding would be 
amortized over a 2 0 -year period, resulting in significant savings in lease fees fo r the 
rcitia in ing life  o f the structure. V " \
• •, ;',One o f the concerns I've heard voiced about the new lab is that the services should 
be contracted out to the private sector, rattier than investing in a new public structure. I 
have been active in PSP testing and water certification issues on a national level fo r 
ASGA, and huve investigated the use o f private laboratory sendees for my own farm. I

Rcnlger Painter, vice-president P.O. Box 20704 JunenuiA K  99802 +■ P h o fW ftn : (907) 403-3600
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have found that there are no private labs providing P.S'P tests in the U S : and the process 
o f obtaining FDA certification fo r fccal coliform tests in marine waters is too d iff icu lt to 
attract interest from the private sector. / V .  •

In summary, the aquatic farm industry strongly supports the construction.of the 
new food safety lab in Anchorage. Please let me know i f  there’s anything I can do to
fu r th e r  su p p o rt th is  im p o rtan t p ro jec t.



PACIFIC ALASKA SHELLFISH, INC 
P.O. BOX 7498 

NUCISKI, AK 99635

January 24,2001 

Janice Adair
Director o f Environmental Health 
555 Cordova St. Fifth Floor 
Anchorage AK 99501

Dear Janice,

1 want to reiterate the point I made last year when we 
discussed the future o f the Lab and its movement to a new 
location in Anchorage. I am totally behind such a move. A 
move to Anchorage is, in my opinion, best for everyone 
involved. And will better be able to serve the industry from 
a more c entralized location.

Let me also give you a little history concerning my 
involvement with the Lab. I was the first person in the 
industry to lobby for the Lab to be moved to Anchorage in 
1981.1 flew to Juneau and personally discussed it with 
Senator Kurtula & Mr. Malone of the Finance committee.

That effort was successful and the Lab was moved, but to its 
present location instead o f Anchorage. We were thankful to 
have it in South Central, but Anchorage still seemed a better 
location due to logistics and its proximity to the industry.

i
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This year will be our 2 1st season of using the facility for 
w ?^r, tissue, PST and all the other tests that are. associated 
with the harvesting and processing o f our razor clams for 
human consumption. We look forward to another 2Lyears.

Moving the Lab to Anchorage would most definitely enhance 
the logistics o f our operation with regard to getting samples 
to the Lab. I am sure all the processors in South Central 
would benefit and support the move. Long term it can only 
be considered a positive move.

Janice, please cast my vote in favor and keep me posted as tc 
the outcome o f the move. If  there is anything else T can 
contribute please call me. Thanks for your continued stellar 
support o f our industry. Kudos to the entire crew.
Sincerely
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S Southeast 
A  Alaska
R  Regional 
D Dive

Mission Statement: To develop, expand, and enhance 
new and existing dive fisheries in So* rhesus Alaska.

F Fisheries 
A Association

Julie Decker, Executive Director
Gig Decker, Executive Director's Assistant
Box 2138, Wrangell, AK 99929
Ph: 907-074-3110; Fsrx: 907-874-4270
glojuiie@apolasta.net

S ta te  o f  Alaska Legislators 

February 5*J|/ 2001

RE: SARDFA's support of new Food Safety Lab In Anchorage

Dear Legislators,

I am  writing to  you on behalf o f the  Southeast Alaska Regional Dive Fisheries Association, o r 
SARDFA. SARDFA is a non-profit, economic developm ent corporation w hose mission Is to  
develop, expand, and enhance new and existing dive fisheries In S outheast Alaska. SARDFA w as 
created  by AS 43.76.100-210. SARDFA's Board of Directors is com posed of six harvest dryer 
representatives, one processor representative, and one municipal representative.

SARDFA would like to  express its support of HB 51 and S8 24, which provide funding for th e  
construction of a new Seafood & Food Safety Lab In Anchorage.

SARDFA uses the current lab In Palmer for water testing and Paralytic Shellfish pcisoning (PSP) 
testing In order to conduct (he geoduck dive fishery. SARDFA hopes to Increase the am ount o f 
PSP testing In the  fu ture which will allow for g rea ter utilization of the live geoduck m arkets In 
Asia, which are  worth three to five times the ex-vessel value o f  processed geoducks. W ithout a 
properly certified lab to  conduct the PSP testing needed to ship geoducks live, th e  geoduck 
Industry would be severely ham strung.

Relocating th e  lab In Anchorage may, unfortunately, be  a hit to Palmer residents, however, it will 
be b e tte r for the  statew ide users of the lab who will no longer need to have sam ples make th e  
extra Journey from Anchorage to  Palmer. This can be a critical factor In getting sam ples to th e  
lab In time. For example, the  w ater sam ples which are taken In rem ote areas of Southeast 
Alaska m ust make It to the lab within 30 hours In o rder to  perform testing. If the  sam ples are  
even one hour late, they must be retaken by sending boats out to  the  rem ote areas again, which 
Is very costly.

Again, SARDFA would likr to express its support of the  construction of a new Seafood fi. Food 
Safety Lab In Anchorage. I hope I personally g e t a chance to speak with you abou t this su b jec t 
Feel free to contact m e if there are  any questions about this issue.

mailto:glojuiie@apolasta.net


M a r i n 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 S c h o o l  o f  F is h e r ie s  a n d  O c ea n  Sc ie n c e s

January 18, 2001

2221 e. N o r t h e r n  L ig h t s  B lv d . ,  # iio
A N CH O RA G E, ALASKA 9950&-1140 

PH O N E : 907-274-9691 
FA X : 907-277-5242

Subject: Proposal to move the Seafood and Food Safety Labora tory 

Dear Ms: A da ir

The U n ive rs ity o f A laska Marine A dv iso ry Program (M AP ) applauds the in itia tive o f the 
A laska Department o f Environmenta l Conservation and leg is la tive action contamed in HB 
51, SB 24 to move the Seafood and Food Safety Labora to ry to Anchorage. M ov ing the 
labora tory to Anchorage is good news fo r the seafood industry. As an outreach program o f 
the Un ive rs ity o f A laska Fairbanks School o f Fisheries and Ocean Sciences, M AP provides 
technica l assistance, education, and applied research to the seafood and aquaculture 
industries. A n Anchorage based Seafood and Food Safety Labora tory greatly assist she llfish 
farmers and seafood processors who often compla in about the necessity to shuttle time 
sensitive seafood and water samples to Palmer. Since the amount o f seafood and aquaculture 
products are expected to increase, an Anchorage based labora tory w il l best suit the testing 
needs o f these im portan t industries. I f  you need any additional support in fo rm ation , please 
contact us.

Respectfu lly ,

Raymond RaLonde 
Aquacu ltu re Specialist

D r. Donald K ram er 
Seafood Safety Specialist



Marine BlotoxInTettlngellett
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November 7, 2000 

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

NOV 1 4  2CC0

REGfniVED

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 sanitary quality. It is essential for the State of Alaska to maintain state of 
the art, comprehensive testing services 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 like 
to discuss this further.

Yours truly;

Joanne F. Jellett, 
President J

I0 I R esearch  D r.,P O  Box 790 D a rtm o u th . NS B2Y 3Z 7  C anada Tel: 902  424 8670  Ext. 147 Fax: 902  424  4679
W eb site  A ddress: h ttp :\\w w w ,innovacorp .ns.ca \jb io tek
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International

January 15, 2001

A K  Department o f Environmenta l Conservation 
A ttn : Janice Ada ir 
555 Cordova St.
Anchorage, A K  99501-2617

Dear Janice,

I am w ritin g this letter in support o f your endeavors in upgrading the state m icrob io logy 
lab. I believe that the State o f Alaska may better support the seafood industry by having 
applicable state o f the art services to enhance already existing testing abilities. Moreover, 
the Alaska Department o f Environmenta l Conservation (ADEC ) D iv is io n o f 
Environmenta l Health w il l be better prepared to meet the challenges o f the evo lv ing food 
industry needs such as a th ird party verifica tions.

S incerely,

D avid B. Kang w  
Manager, Q ua lity Contro l

ALASKA SEAFOOD INTERNATIONAL, LLC • 6689 Senfood Drive • Anchor,i«c. Al.isk.i 99518 
Tel (907) 770-8200 • Fax (907) 770-8)70 • \nvw.alaska-soaLx iJ.com



A l a s k a  A q u a F a r m s  I n c

P.O. Box 7 
Moose Pass, Alaska 99631 

(907) 288 -3667

J a n e t  A d a i r ,  D i r e c t o r

D e p a r t m e n 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  

5 5 5  C o r d o v a  S t r e e t  

5 t h  F l o o r

A n c h o r a g e ,  A l a s k a  9 9 5 0 8  

D e a r  M s .  A d a i r ,

I  a m  w r i t i n g  t h i s  l e t t e r  i n  e n c o u r a g e  k e e p i n g  t h e  D e p a r t m e n 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  l a b  o p e n  t o  s u p p o r t  t h e  A q u a t i c  F a r m  i n d u s t r y .

I  h a v e  b e e n  a  s h e l l f i s h  f a r m e r  s i n c e  1 9 8 6  a n d  h a v e  h a d  n o t h i n g  b u t  g o o d  

e x p e r i e n c e  w i t h  w o r k i n g  w i t h  D E C  p r o f e s s i o n a l s  a n d  t h e  s a m p l i n g  L a b .

W h e n  I  s e l l  m y  p r o d u c t ,  c u s t o m e r s  k n o w  t h a t  i t  i s  s a f e  f r o m  a  P a r a l y t i c  

S h e l l f i s h  P o i s o n i n g  ( P S P )  s t a n d p o i n t  a n d  a l s o  w i t h  w a t e r  q u a l i t y  i s s u e s .  

T h i s  g u a r a n t e e  c a n  o f f s e t  t h e  e x t r a  e x p e n s e s  w i t h  p r o d u c t i o n  a n d  

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

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

w i t h  w a t e r  s a m p l e s  a n d  P S P  t e s t s  f o r  m y  f a r m .  W i t h o u t  t h i s  s e r v i c e  1 c o u l d  

n o t  b e  i n  b u s i n e s s .

1 s t r o n g l y  s u g g e s t  f u l l y  f u n d i n g  t h e  l a b  a n d  s t a f f .  I f  I  c a n  p r o v i d e  a n y  

a s s i s t a n c e  o r  i n f o r m a t i o n  p l e a s e  l e t  m e  k n o w .

S i n c e r e l y ,

APEC/ANCH0P/-GE 
Eft'V'RC'NMENlAL HFAL7H

FEB 2 6 2001

RECEIVED



M arch 19, 2001 THE TENTH FLOOR 
2200 SIXTH AVENUE 
SEATTLE. VVA 98121-1820 
206.728.6000
OPERATION FAN 20o.441.9090 
SALES FAN 206.72S.1S35Janice Ada ir, D irec to r

D iv is ion o f Environmenta l Health 
555 Cordova Street 
Anchorage, A K  99501

Re: New Seafood and Food Safety Lab

Dear Ms. Ada ir:

D EC ’s Seafood and Food Safety Lab provides services to the seafood industry that are 
critica l fo r the industry ’ s long-term grow th. We support the leg is la tion that would 
replace the current lab w ith a new fa c ility located in Anchorage. The current location in 
Palmer is log isuca lly problematic and increases the costs to processors who must pay to 
have the ir products delivered to the lab.

Sincerely,

| MAR 2  2  2001

E n clo su re  /9



S e a f o o d  a n d  F o o d  

S a f e t y  L a b o r a t o r y  #
T^pam^5^naTTvT»To!^?TnvIromnentarnoaTni^epartm cn^^n\nrormTen?an!on»e^anoI^Tontac^anTceT3aTr^T^ctor35?7?5l

* *  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 .

4 *  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 h r e e  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  3 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 c t 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 v 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 .



What does the lab do?
4 *  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 .

4 *  D o m o i c  a d o  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 .

4 *  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  in  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 .

4*- 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 .  .  ----------------------

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 ?

&  With money previously appropriated by the Legislature, an 
independent economic analysis was done

&  New state-owned laboratory located in Anchorage on 
state-owned land is the most cost-effective replacement plan

4 k  Lease-financing through sale of bonds

4 k  Total bond sale: $13,655,000 (includes $200,000 issuance 
costs)

4 k  Capital appropriation $310,000 for non-bondable costs



W h y  c h o o s e  t h i s  p l a n ?
m  I t ’s cheape r than leas ing . Over a 20 year term, leasing would cost the 
State 56% more than owning.

4k  Labo ra to ries  a re  unique. They require highly specialized work environments 
that must be incorporated into the design of the structure.

# A ffo rdab le  la b o ra to ry  se rv ice s  a re needed on a long-term, 
dependab le  basis. This is critical to the growth of our shellfish and dairy 
industries.

** W h y choose Ancho rage?  We needed a location that
4 k  could receive shellfish samples quickly from the Anchorage International 
Airport,
4 k  was on a public sewer system so wastewater could be disposed of safely, 
and
4 k  did not have excessive vibration, dust, or electromagnetic interference that 
would affect the analytical equipment.



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 ?

FDA does not certify private labs to conduct regulatory PSP testing 

4 k  Federal dairy rules require certain tests to be conducted by state regulatory labs 

4 k  The Federal Drinking Water Act requires private labs to be certified by the State 

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 :

4 k  All regulatory testing for PSP, domoic acid, and dairy products are free; we 
charge only for regulatory PSP testing of export-only shellfish

4 k  Testing done at the request of food manufacturers is also a bargain because of 
how state law requires fees be established — not all overhead is included nor is 
there any profit built in



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 ?

4 k  The State will have no option but to go out for an RFP this summer or fall.

4 k  While the Division of General Services has contract procurement experts, 
they do not have the expertise to develop an RFP for a laboratory. 
Professional services contracts ~ and the funding to pay them -- would be 
required.

4 k  Lease costs will go up and stay up -- unlike bond repayments, which when 
paid off, are done.

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.



Seafood and Food Safety Laboratory 
Frequently Asked Questions

H ow many employees work in the lab? We currently have 11 employees in our laboratory, and those 11 
are slated to work in the new facility.

Are you  proposing to add more employees?  No, although the Fish Monitoring Program, if  approved, will 
fund one additional food chemist who would work in this laboratory.

What func tions will move with the lab?  Only the lab functions, which are about 80% seafood related, 
will move.

H ow  m any employees will remain in the M at-Su Valley? There are 14 DEC employees in the Valle} 
who will remain there. Those staff include the Office o f the State Veterinarian, the Dairy Sanitarian, two 
food inspectors, the Pesticide Program staff, Drinking Water and Wastewater staff, and one staff person 
with the Statewide Public Services Division.

Why ca n ’t yo u  stay where you  are?  AS V  30.083 allows the Division of General Services to do a long 
term lease extension under two conditions: 1) a 15% lease reduction can be achieved or 2) a 10% 
reduction can be achieved and the American with Disabilities Act (ADA) requirements met. In the case 
o f our current facility, prior rent reductions in exchange for ADA-compliance have already been taken. 
Understandably, the landlord has told us that she cannot afford another reduction in rent.

In addition, a private consultant hired by the Department in 1998 to review our current lab found in part:

The laboratory is located in a converted grocery store. The fo o d  safety tab has been in this 
location fo r  30 years. The building lacks the basic HVAC requirements to operate a laboratory' 
safely. The electrical power, fire  protection and security are all inadequate. The labs are 
severely overcrowded and the buildings configuration prevents the proper f o w  o f  people, 
laboratory samples, materials, chemicals, etc. The fo o d  safety lab has only been able to operate 
in this facility because o f  the dedication and creativity o f  the s ta ff to overcome many obstacles. 
The laboratory would not meet the requirements o f  OSHA fo r  safe laboratory operations. The 
laboratory does not have an adequate HVAC system which is a basic requirement fo r  the safe and 
effective operation o f  any laboratory. The operating conditions are such that there has to be 
constant vigilance on the part o f  the s ta ff to ensure the validity o f  the data and to avoid 
dangerous exposure to chemicals and pathogenic bacteria. To operate a regulatory' lab under 
these conditions is risky!

A video-taped tour o f our current facility has been provided to Senator Kelly’s office. Copies o f  some 
photographs are attached at Tab 1. Both show the problems with the current space. Considering that the 
lab staff deal with some fairly dangerous bacteria, the above-documented problems are especially 
concerning.

I f  there are only 11 staff, why is the building proposed to be 20,500 sq .fL ?  Unlike office buildings, 
which are sized according to the number o f people that will work there, laboratories are sized based on 
the types o f  analyses that will take place and the equipment needed to accomplish them. Reasons why 
laboratories are more costly than office buildings include:

♦ more sophisticated HVAC systems are required;



♦ in Alaska, the HVAC must be located internally or in an enclosed rooftop penthouse, 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.

More detailed information on laboratory cost factors is attached at Tab 2.

fVha! part o f  the proposed lab could be deleted i f  the bond package was reduced?  We could eliminate 
one small conference room, an office for visiting staff, and make the reception area for the public smaller. 
This would result in a reduction of 840 square feet, and a construction cost reduction o f S200.0. In order 
to not replicate the problems with our current laboratory, the actual laboratory area should not be reduced 
in size. It will consist o f four labs, all o f which are distinct with their own equipment needs: chemistry, 
microbiology, marine toxins, and ready-to-eat foods. There will 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 will 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. In addition, there will space 
to house the mechanical, ventilation, janitorial, electrical, communication and other building support 
needs.

H ow does the size o f  the proposed lab compare with the Departm ent’s current Seafood and Food  
Safety Lab?  The following chart compares the two. It clearly shows the largest percentage growth is in 
that part o f the building that is not used directly by staff.

Current Sq. Ft. Proposed Sq. Ft.

NSF1 Laboratory Space 4,395 9,520
NSF Administrative Space 3,270 2,210
Total NSF 7,665 11,730
“Support” Sq. Ft.2 1,775 7,730
Total Gross Square Footage 9,440 19,660

How was the size o f  the proposed laboratory' determined?  The department’s contractor (Livingston, 
Sloan) analyzed the program requirements for the laboratory functions to be provided in order to estimate 
size o f  the new laboratory facility. The contractor made several site visits where the sample flows and 
analyses were studied. Industry standards for space, accessibility, and safety for the functions to be 
performed were then used to develop the net square footage required (the “NSF” referenced above). In 
support o f this net area, space is required for maintenance, heating, cooling, ventilation, plumbing and 
electrical systems, filters, and other motors, pumps, fans and similar equipment (the “support" area 
above).

Do private labs in the state currently do any o f  these functions?  No. Federal law requires tests done La 
this laboratory to be done by a state lab, such as dairy analyses. Others analyses may be done by a prr ate

1 N SF = Net Square Footage; it is the sum of all areas in a builJing that is assigned to, or available for assignment 
to, an occupant which can be out to useful purposes in accomplishment of an agency's mission including every type 
of space functionally usable by an occupant, exclusive of custodial areas, circulation, mechanical areas, r .id building 
construction elements (permanent walls, columns, etc.)
2 “Support" square footage includes the interior space for mechanical, electrical, corridors, building structure (walls, 
etc.) and the rooftop penthouse to cover the ventilation equipment.



lab if it is certified by the U.S. Food and Drug Administration. However, FDA no longer certified private 
labs.

H ow  do other states pay fo r  these laboratory services?  At the request o f a legislator, we contacted four 
other states (Washington, Oregon, California and Massachusetts) to determine how these services are 
provided. AH are provided and paid for by the state with general funds.

W hy can 7 the Department use the Alaska Seafood International Building fo r  the Seafood Lab?  There 
are several reasons. According to Bob Poe, the Director of the Alaska Industrial Development and Export 
Authority 'AIDEA), which owns the building that currently houses Alaska Seafood International (ASJ), 
AIDEA's efforts to find the final investor needed for ASI have been successful. AIDEA expects that ASI 
will be moving back into production in the near future -  probably by this summer. ASI is in compliance 
with the terms o f its lease with AIDEA for the facility so, as the landlord, AIDEA has no legal standing to 
cancel the lease. Even i f  these conditions did not exist, significant renovations would be required in order 
for a part o f  the building to be used as the Seafood and Food Safety Lab.

W hy didn  7 the Department issue an R F P  fir s t to see i f  the private sector could build the facility  
cheaper?  The cost to develop an RFP for a laboratory is high. The estimated construction design cost of  
the proposal currently before the Legislature is SI,087.0. 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 process in the Procurement Code to allow us to solicit bids unless 
we intend to award a contract. Instead, we hired private consultants (Livingston, Sloan and Northern 
Economics) 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 a state-owned laboratory.

W hat will be the cost per square fo o t o f  the new  building as proposed?  The cost per square foot is 
estimated to be S4.87 for the entire 20-year bond repayment term. After 20 years, the facility will be fully 
paid for. (See Tab 3, memorandum from Hart Hodges with Northern Economics.) This rate is not 
significantly different from the current rent paid for the State Chemistry Lab located in Juneau, which is 
also managed by DEC. There, the state currently pays a per-square-footage rent o f S4.26. This rental 
amount has increased over the years and is expected to increase further as it is tied to the Consumer Price 
Index.

W hat is the total cost o f  the projei i? S13.9 million with S13.6 million from bond sales through 
Certificates o f Participation. A memo is attached at Tab 4 from Deven Mitchell with the Department o f  
Revenue entitled “State Supported Debt." The sale o f these COPs would be authorized with the passage 
of SB 24. In addition, the capital budget has a small general fund appropriation of S310,000 for 
nonbondable costs.

W hy are the nonbondable costs fu n  "W by general fu n d s  instead o f  by another fu n d  source?  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 diviaends and they are already obligated.

What will happen i f  this bill does not pass?  If the bill does not pass, we will likely have no option but to 
go out for an RFP this summer. This is because we know the lease even with the remaining extensions 
will shortly expire. It cannot be extended beyond 2003 except on an emergency basis. General Services 
has told us that the cost to develop the RFP, which will be essentially the same as the construction design 
cost, will have to be paid by the department. The increased rent will also largely come from our 
Laboratory budget. We can’t absorb either one.
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L A B O R A T O R Y  C O S T  F A C T O R S
(as compared to other building types)

Since square fo o t  costs a re  h igher f o r  laboratory fa c ilitie s , a n d  m any m ore g ro ss  square f e e t  are
requ ired  f o r  the sam e net o r  usable square et, add itional costs are required. Furtherm ore,
item s in laboratory fa c ilitie s  not usually  fo u n d  in o ther types o f  build ings ra ise the cost aga in .

Elem ents of C onstruction C on tribu ting  to H igher Squa ;e Foot Costs

• S tructural System : requ ired  to c a n y  h ea vier  loads a n d  be vibration  resistant.

• Finishes: m oisture resistant, cleanable, sea led  fro m  adjacent spaces, designed  to contain  
microbes.

• H V A C  System : requires better filtra tio n , m ore a ir  ventila tion  (m inim um  10-12 a ir changes  
p e r  hour f o r  labs vs. 3-5 a ir  changes f o r  typ ica l o ffice space), 100%  exhaust air, and  m ore  
sophistica ted  control system s. Severa l types o f  exhaust system s are  required, so m e o f  which  
require sta in less s tee l ducts a n d  filtra tio n . L abora tory a reas are requ ired  to be pressu rized  
differen tially fro m  non-laboratory areas a nd  adjacent m ore critical laboratory areas in 
o rder to p reven t exposure to in fectious d iseases o r  pa thogens.

• D ue to the harsh clim ate in A laska, w e m ust locate laboratory H V A C  in ternally o r in an  
enclosed  p en tho u se  in lieu o f  rooftop m o u nted  equ ipm ent com m on to laboratory> fa c ilitie s  in 
the low er 48. Translation: m ore bu ild ing  square fo o ta g e  a n d  h igher costs.

• Gases: severa l types o fp ip e d  g as system s are requ ired  f o r  the  testing  a n d  research  
conducted.

•  P lum bing: testing  a n d  research conducted  requires trea ted  w ater d istribution  system s  
separate fro m  the s tandard  dom estic d istribution  system s. N on-corrosive w aste p ip in g  
system s designed  f o r  d isposal o f  acids a n d  other chem icals are requ ired  in addition to the  
standard  sa n ita iy  a nd  storm  drainage system s.

•  Pow er: the equipm ent in tensive w ork requires extensive p o w e r  d istribution  a nd  
com m unications system s.

•  L ighting: the  type o f  w ork p erfo rm ed  requ ires h igher ligh ting  levels, a n d  m uch o f  the testing  
a nd  research procedures being  p erfo rm ed  a t the Sea food  a n d  F o od  Safe ty  Labora tory are  
requ ired  to be fe d e ra lly  certified  a nd  m ust m aintain a m inim um  o f  100 fo o t-ca n d les  a t the  
w orksurface to achieve the requ ired  certification. (M ore stringen t than the A PH L/M EF .)

• Security: the n eed  to m aintain  a sa fe  laboratory w orking  environm ent a n d  p ro tec t non­
laboratory w orkers a nd  the p u b lic  fr o m  exposure to in fectious d iseases requires the 
incorporation o f  m ore sophistica ted  secu rity  a nd  access contro l system s.

• Specia l Construction: m any areas, because o f  the sp ec ia l nature o f  the procedures  
conducted, require sp ec ia l w alls, ce ilings and  flo o rs . B u ild ing  system s are requ ired  to be  
designed  to be fle x ib le  to accom m odate new  equipm ent a n d  p ro ced u res requ ired  to test f o r  
new  d iseases a nd  pathogens.

Prepared by Living on Slone, Inc. E n c l o s u r e  # 4



Equipment and Systems Contributing to Higher Square Foot Cost;
• Item s not typically fo u n d  in o ther bu ild ing  types a re  specia l laboratory countertops/ 

casew ork, fu m e  hoods, contro lled-tem perature rooms, g lassw are w ashers a n d  dryers, 
autoclaves a nd  m any o ther types o f f ix e d  equipm ent are a p a r t o f  the construction  cost, 
consequen tly  ra ising  the square fo o t  costs.

• M any opera tions in research a n d  clin ica l laboratories are irreplaceable. A lternatively, 
repeating  p ro ced u res is extrem ely costly  in tim e a nd  services. Therefore, redundancy is 
requ ired  to be built in to the u tility  services. D ua l fa n s , f i l te r s  a n d  sta n db y p o w e r  generation  
are typical, each o f  which contribute to h igher square fo o t  costs.

• S afe ty  fe a tu re s  not fo u n d  in o ther b u ild ing  types are required, includ ing  eyew ash sta tions  
a n d  em ergency show ers (both o f  which require a separate tem pered  p o ta b le  w ater  
distribution  system  a nd  f lo o r  drains), a n d  specia lized  f i r e  pro tection  system s (e.g., pre-action  
sp rin k ler  system s to p ro tec t equipm ent a nd  procedures, d ry  chem ical f i r e  extinguishing  
system s, etc.)

Prepared by Livingston Slone, Inc.



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 w ith a developer. O u r calculations show that the build-to-own option is less expensive 
than the lease-to-own option because o f the profits the developer would seek to earn on the project in 
years 11-20. W hile a private developer might be more effic ient in the construction phase of the project, 
the developer would also require a sufficient return on his o r 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.

O u r conversations w ith 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 o f the lease-to-own option would be lower than the cost o f the 
build-to-own option. However, if the state uses a longer planning horizon, then the cost o f 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 fo r 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 o f $1.2 m illion suggest a cost o f $4.87 per square foot per month ($1.2 million divided by 
20,500 square feet divided by 12 months). W hether 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 change for 20 years. Over time, 
the $4.87 figure w ill 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 of the Seafood 
and Food Safety Lab and the cost o f such spaces do not provide meaningful h*' .w.imarks.

W e hope these comments are helpful.

880 H STREET, SUITE 210 
ANCHORAGE, ALASKA 99501 
(907) 274-5600 FAX (907) 274-5601 
e-mail: harth@norecon.com 
Internet: www.norlherneconomics.com 
E n c l o s u r e  # 3

mailto:harth@norecon.com
http://www.norlherneconomics.com


S t a t e  S u p p o r t e d  D e b t
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 full faith and credit of another public 
issuer, as in the case of municipal school debt.

State Supported Debt is not considered debt unde, 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 State 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 (ASHA) 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 AS 37.05.280 (now repealed) as in the case of ASHA, 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 $1 million. Chapter 
73, SLA 1992, effective September 14, 1992, adds the requirement of approval by law of 
leases with total lease payments exceeding $10 million. Chapter 75, SLA 1994, effective 
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.

Lease-Purchase Financing



a. General

Lease-purchase financing involves the issuance, by a lessor, of debt which is secured by 
the iease 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 he 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 *he 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-purchase 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 (COP’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 are subject to legislative appropriation. Therefore, COP’s are not considered 
State debt and are not subject to voter approval.

The following Table 2.6 summarizes issued and outstanding COPs.

1 The Slate is also a lessee in a number of buildings financed by private developer lessors by public 
issuance of debt through AIDE A. In these financings, the leases are also the security far the financing.
While the State does not acquire or have an option to acquire the facilities leased, in some cases the term of 
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- 
purchases, and are called operating leases. These financings all relied on the small issues exemption 
rather than the State leases to obtain tax-exempt status. Most of these lease financings are revenue bonds 
of AIDEA, backed by the lease revenues, but with a standby purchase agreement from a bank in the event 
the State fails to renew the lease. If 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 AIDEA lease financings. It may be that standby purchase agreements and A IDEA'S general 
obligation pledge would cover all financing requirements of lease-purchase obligations. This would 
provide a layer of credit insulation between the debt and the Slate ilia would argue against the debt being 
considered State Supported Debt.



TABLE 2.6
State of Alaska Lease-Purchase Financing1 

Issued and Outstanding 
S(thousands)

Certificates o f  i-articipation (CO P's)
A m ount O utstanding t-inal

Date Issued at 6 /30/00 M aturity
Seward Student Service Center 7/24/90 5. 4 ,ab 0  S - 6/ la /00
Kenai Court House 7/24/92 4,275 1,630 7/1/02
W ildwood 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 Tim es Building 6/2/94 6 153 2,969 9/1/03
Soldotna M aintenance Facility 9/1/97 4 ,900 4,165 1/1/08
Fairbanks C ounhouse 10/15/97 29,900 27,410 1/1/13
Palmer A irpon 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
T o ta l C ertifica tes o f  P a rtic ip a tio n S 116,718 S 79,540

1 Excludes Alaska State Housing Authority lease revenue bonds. 
Source: Department of Revenue official statements



M e m o r a n d u m

TO: Janice Adair, Department o f Environmental Conservation

Bert Hartley, Department o f Environmental Conservation 

From: Hart Hodges, Northern Economics 

Date: January 29, 2001 

Be: Seafood and Food Safety Lab Figures

In our report prepared in 1999, Livingston Slone and Northern Economics estimated that 
pro ject costs fo r a new seafood and food safety lab would be approxim ate ly S9.3 m illion. 
We also estimated that an existing build ing o f the correct size could possibly be renovated 
at a cost o f roughly S5.1 m illion. However, in all comparisons o f costs between the 
d iffe ren t options considered in that report (own versus lease, consolidate the SFSL and 
State Chem istry Lab, etc.), we included a variety o f operating and maintenance costs. We 
did not demonstrate clearly which option had the lowest capital cost.

We subsequently prepared two memoranda in January and February 2000, which focused 
on the capital cost o f d iffe ren t options. In these memoranda, we showed that it would be 
less expensive fo r the state to build its own lab, as opposed to having a private developer 
construct a fac ility and lease it to the state or to have a private developer renovate an 
existing facility fo r the state. Since that time, the design criteria for the lab have changed, 
more accurate land and build ing costs have been prepared, and other refinements have 
'been considered. This memorandum attempts to bring together all o f the revisions, but 

still focus on the capital costs o f a new seafood anc food safety lab.

The follow ing assumptions reflect our best knowledge o f the cost o f a seafood and food 
safety lab:

• Public interest rate is 6 .1 percent (compared to 5.5 percent in early reports)

• Trivate interest rate is 9.5 percent (unchanged)

• The capital cost fo r the pro ject is estimated to be 513,655,000 (higher than in early 

reports)

The private rate is higher than the public rate to reflect the cost

8 8 0  H STREET, SUITE 2 1 0  
ANCHORAGE, ALASKA 99501 
(907) 2 7 4 -5 6 0 0  FAX (907) 2 7 4 -



o f risk and the return necessary to attract a private developer (a private developer would 
expect to borrow money at a higher rate and earn a return on the investment). Actual rates 
available to the state or a private developer m igh t d iffe r sligh tly from the rates used in 
these calculations, but the relative differences should be sim ila r to the difference in these 

figures... and it is the difference in the rates tha t is critical.

The fo llow ing tables show cost comparisons fo r two d iffe ren t options (build to own and 
lease to own) and two d iffe ren t planning horizons. The lease arrangement option does not 
include adjustments to the interest rate to account fo r developer pro fit. However, the same 
principal amount o f S IB .66 m illion is used fo r both the state owned option and the lease 
arrangement. It could be assumed "'.a t the private developer would complete the project 
fo r a smaller dollar amount and the difference could be viewed as pro fit.

Table 1 shows costs, by major category, when loans must be repaid w ith in 1 0 years.

Table 1. Cost o f Seafood and Food Safety Lab, State Owned vs. Lease Arrangement - 1 0 -
Year Horizon

F iscal
Y ear

New Build to  S u it -  S ta te  O w ned New Build to  S u it -  L ease  A rran g em en t

Principal Interest Total Capital 
Cost

Frincipal and 
Profit Interest Total Capital 

Cost

2002 1,031,122 832,955 1,864,077 877,554 1,297,225 2,174,779

2003 1.094,020 770,057 1,864,077 960,922 1,213,857 2,174,779

2004 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

2006 1.306,687 557,390 1,864,077 1,261.626 913,154 2,174,779

2007 1,386,395 477,682 1,864,077 1,381,480 793,299 2,174,779

2008 1,470,965 393,112 1,864,077 1,512,721 662,059 2,174,779

2009 1,560,694 303,383 1,864,077 1,656.429 518,350 2,174,779

2010 1,655,896 208,181 1,864,077 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 13,655,000 4,985,768 18,640,768 13,655,000 8,092,793 21 747,793

Table 2 shows costs fo r a 20 year planning horizon. The capital requirement and interest 
rates are the same as those given for Table 1. In addition, the follow ing assumptions are 
added:

• Private develop must repay debt w ith in 10 years.
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• Private developer w ill require lease payments during years 11-20 tha t are 75 percent of 

the payments for years 1-10.

• The state could own the leased facility at the end o f the 20-year horizon.

Table 2. Cost o f Seafood and Food Safety Lab, State Owned vs. Lease Arrangement - 70 -
Year Horizon

F iscal
Y ear

New Build to  S u it -  S ta te  O w ned New Build to  S u it -  L ease  A rra n g e m en t

Principal Interest Total Capital 
C ost

Principal and 
Profit Interest Total Capital 

C ost

2002 367,233 832,956 1,200,188 877 554 1,297,225 2,174,779

2003 389,634 810,554 1,200,168 960,922 1,213,857 2,174,779

2004 413,402 786,786 1,200,188 1,052,210 1,122,570 2,174,779

2005 438,619 761,569 1,200,188 1,152,169 1,022,610 2,174,779

2006 465,375 734,813 1,200,188 1,261,626 913,154 2,174,779

2007 493,763 706,425 1 ,200 ,.8 8 1,381,480 793,299 2.174,779

2008 523,882 676,305 1,200,188 1,512,721 662,059 2,174,779

2009 555,839 644,349 1,200,188 1,656,429 518,350 2,174,779

2010 589,745 610,442 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 663,889 536,299 1,200,188 1,631,084 0 1,631,084

2013 704,386 495,802 1,200,188 1,631,084 0 1,631,084

2014 747,354 452,834 1,200,188 1,631,084 0 1,631,084

2015 792,942 407,246 1,200,188 1,631,084 0 1,631,084

2016 841,312 358,876 1,200,188 1,631,084 0 1,631,084

2017 892.632 307,556 1,200,188 1,631,084 0 1,631,084
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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 1,066,150 134,037 1,200,188 1,631,084 0 1,631,084

2021 1,131,186 69,002 1,200,188 1,631,081 0 1,631,084

Total 13,655,000 10,348,758 24,003.758 29,965,845 8,092,793 38,058,638

These two horizons were chosen for a variety o f reasons. The major reason for not 
considering a longer planning period is the fact that leases fo r lab facilities would not be 
expected to extend beyond 20 years. In add ition, a private developer would not be like ly to 
receive a loan fo r much more than 10 years for this type o f project.

The option to have a private developer renovate an existing fac ility and lease it to the state 
is not presented in the tables because o f the find ing (presented in earlier reports) that the 
cost to lease a build ing that has been renovated is very sim ila r to the cost o f lea.-.-'.ng a 

newly constructed facility. In addition, there is a sign ificant amount o f uncerta inty 
surround ing the cost o f renovation, as well as the operating cost o f such a facility, because 
the actual configuration o f the space cannot be known w ithou t having a specific build ing to 
consider.

Yet another option would be fo r the state to purchase and renovate a build ing or renovate 
an existing state build ing. No information was available on the stock o f buildings that 
m ight be considered for this option. In earlier reports, no build ing was identified that could 
be renovated (at reasonable cost) to meet the needs o f the seafood and food safety lab.

The fo llow ing two graphs show the same information that is provided in Table 1 and Table 

2.

Figure 1. Cumulative Cost (No Discounting) - 10-Year Horizon
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P R O J E C T  B U D G E T
PROJECT NAME: DEC Food Safety Laboratory - ANCHORAGE
PROJECT NO: 54B14DOTfiPr MANAGER: Katt Tanaka PE (269-0024)_____________
CLIENT AGENCY: Dept, of Environmental Conservation
CONTACT: Bert Hartley (269-7662) FAX 269-7654
______ Palmar Lab, Dick Barrett <745-3236)____________

Data Budget Praparad: 12/6/00
Budget Raviaion: A/tar Concapta
Cllant Concurranca:

(signature L data)

STAGS Or PROJECT: Startup X Programming  Schematic Design Constr. Document  Bid Period  Award  Constr.{Design development Complata) Closoout
DESIGN PHASE:
Design Fees 
Design A/E Contingency 
Design Administration Bldg 
Right-of-way (NB)
Utilities
Environmental (NB) 
Technical Services (NB) 
Technical Services 
Pre-Award Audit (NB)
MOA Plan Reviews
Misc. Meetings
ICAP Design Phase (NB)

DESIGN PHASE TOTAL

$930,829$161,529$76,B8B$12,000530,000$14,000$R,000$30,000$3,500$35,720$25,000$26,710

Consulting fees for designAllowance for design amendmentsDOTtPF project managementAcquire land interests, easementsUtility permits, easementsInvestigations and reportsAdvertise and award contractPlan sets reproduction costsAudit prior to contract awardPlan review feePublic meetings, PfiZ, UPC presentations2% for DOT administration

$ 1 ,3 6 2 ,2 6 0

CONSTRUCTION PHASE: COMMENTS:

Constructlon Contract 
Bidding Contlngoncy 
Change Order Reserve

Subtotal for Construction Contract:

A/E Bld/Constr. Assistance 
Special Inspection 
Site Clearing 
Constr. Administration 
Artwork, AS 35.27.020 
Group II Furnishing, Fixtures, Equip (FFE)
Legal (NB)
Concurrent Review (NB)
Project Contingency 
ICAP Construction Phase (NB)
Bio Safety Level 3 (BSL3) Features

CONSTRUCTION PHASE TOTAL

50,310,0005249,300S 0 31 ,000
$ 5 ,3 3 0 ,3 6 0

20,500 sf, Typa I ITS, utilities, access3% bidding contingency10S change order reserve

$224,400540,000$10,000$330,445$91,50051,372,138$7,000$3,000$415,500$235,000$282,400

Partial bid, construction assistance by A/E per 1997 UBC___________  ______prevention of migratory bird nesting______OOTiPr construction administration, Inspection1\ for Art per ASCAType II FFE budget par DECContract reviews and protestsProject review and closeoutcf constr contr for scope creep, unknowns 2\ for DOT administrationComplete design and construct cost to convort micro area to BSL3
$12,402,500~~ |

TOTAL DOTfiPF BUDGET 
PROJECT FINANCING 
TOTAL PROJECT BUDGET 
(NB) BUDGET ITEMS 
BOND ELIGIBLE BUDGET

$13,764,700
$200,000

$13,964,700
$310,010

$13,654,690

COMMENTS: Assume alte on DKVA pad.
Costs ara adjusted from 2/14/00 estimate 
based on refinement of conceptual design. 
Budget items determined Ineligible for 
Certificates of Participation (bonds) 
are identified (NB).
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§ 36.30.083 Public Contracts 360]

Section  12, ch . 37 , SLA 1993 prov ides: “L E A SE  
E X T E N SIO N S A U T H O R IZ ED , (a) N o tw ith s ta n d in g  
AS 36.30, th e  D e p o rtm e n t o f A d m in is tra tio n , th e  
U nivecoiiy  of A lask a , th e  leg is la tu re , a n d  th e  c o u rt 
sy s tem  m ay  ex ten d  for up  to a m axim u m  ex ten sio n  o f 
five y ea rs  a  rea l p ro p e rty  lea se  th a t  is e n te re d  in to  
u n d e r  AS 36.30, in c lu d in g  p ro cedu res an d  reg u la tio n s  
ad o p ted  u n d e r  A S 36.30.005(c) an d  36.30 .020  —  
36.30.030, a n d  th a t  is in  ex isten ce  on th e  effective 
d a te  of th is  sec tion  if  a  m in im u m  cost sa v in g s  o f 

“(1) 10 p e rc e n t can  be achieved  on th e  re n t  d ue  
u n d e r  th e  lease; or 

“(2) five p e rc e n t can  be ach iev ed  on th e  re n t  d ue  
u n d e r  th e  lease  a n d  th e  le sso r ag rees  to m ake m odi­
fications o f th e  lea sed  rea l p ro p e rty  to b r in g  th e  rea l 
p ro p erty  in to  co m pliance w ith  th e  re q u ire m e n ts  o f 42 
U .S .C . 12101 — 12213 (A m erican s w ith  D isab ilitie s  
A ct o f  1990).

"(b) T h e  cost sa v in g s  u n d e r  (a) o f th is  sec tion  sh a ll 
be ca lcu la ted  on th e  re m a in in g  te rm  o f th e  lease an d

u°der (*)a n y  ren ew a ls , in c lu d in g  ex ten s io n s  allow ed 
o f  th is  section .

“(c) T h e  D e p a r tm e n t o fA d m in is tra tio n , th e  U n iy > ' 
a ity  o f  A laska , th e  A la s k a  C o u r t S y s te m , and 
L eg is la tiv e  A ffa irs A gency  sh a ll  su b m it a qu.vt^d ' 
r e p o r t  to th e  L eg is la tiv e  B u d g e t an d  A u d it C om taittJ 
d e ta ilin g  th e  lea se s  ex te n d e d  a n d  the cost savi^T- 
ach iev ed  u n d e r  (a) —  (b) o f th is  section , The 
re p o rt  is d ue  J u ly  1, 1994, an d  m u s t cover the 
from  th e  effective d a te  o f  th is  sec tion  th ro u g h  Ma.-.^ 
31, 1994. T h e  s u b s e q u e n t re p o rts  sh a ll be m ade O r- 
b e r  1, 1994, J a n u a r y  2. 1995, a n d  April 1, 1995.* ~  

U n d e r § 14, ch. 3 7 , S L A  1993, § 12(a) an d  (b) ^  
rep ea le d  D ecem ber 31 , 1994 a n d  § 12(c) is rep e^ ij 
A p ril 1, 1995.

O p in io n s  o f  a t t o r n e y  g e n e r a l .  — Equipnea;. 
lease financing  is co vered  by th e  p rocu rem en t code 
a n d  th e  s ta tu to ry  re q u ire m e n t o f leg isla tive  npprovi; 
S ep t. 1 7 ,1 9 8 7  Op. A tt 'y  G en.

N O T E S T O  D E C IS IO N S

L e a s e - p u r c h a s e  a g r e e m e n t  b e tw e e n  D e p a r t ­
m e n t  o f  N a t u r a l  R e s o u r c e s  a n d  A la s k a  C o u r t  
S y s te m . —  T h is  section  (p rio r  to J u n e  7, 1994), 
§ 38.05 .035, a n d  § 12, ch. 75, SLA  1994, p rov ided  th e  
D e p a r tm e n t o f N a tu ra l  R esources w ith  a u th o r i ty  to 
e n te r  in to  a  le a se -p u rc h a se  a g re e m e n t w ith  A lask a  
C o u rt S y s te m  for th e  p u rch ase  of a b u ild in g . C a rr-  
G o tts te in  P ro p e r tie s  v. S ta te , 899 P.2d 136 (A laska  
1995).

F u n d s  placed in  escrow  for th e  ren ov atio n  of i 
b u ild in g  th a t  w as th e  su b je c t o f a tease-purchue 
a g re e m e n t b etw een  th e  D e p a r tm e n t o f N a tu ra l P.*. 
so urces a n d  A lask a  C o u rt S y s te m  did  n o t constitute 
u n re s tr ic te d  “p ro g ra m  rec e ip ts"  for d ep o s it in the 
s ta te  t r e a s u ry  an d  d id  n o t v io la te  A laska  C onst., art 
IX, § 13. C a rr-G o tts te in  P ro p e r tie s  v. S ta te , 899 P.2J 
136 (A laska  1995).

Sec. 36.30.083. L ease ex ten sio n s  au th orized , (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), 36.3C.020, and 36.30.030 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 13' 
SLA 1996)

E f fe c t iv e  d n te s .  —  S ectio n  53, ch. 137, SLA 1996, 
m ak es th is  sec tio n  effective J u ly  9, 1996, in  accor­
d an ce  w ith  AS 01.10.070(c).

E d i t o r 's  n o te s .  —  Section  52, ch. 137, SLA  1996

p rov ides th a t  “(n )o tw ith s ta n d in g  AS 36.30.083(c), r t - 
ac ted  by § 11 of th is  A c t, th e  firs t lease  e x te rn ^ 3 
re p o rt u n d e r  A S 36.30 .083(c) is d u e  A u g u st 31, 199'- 
an d  m u s t cover fiscal y e a r  1997.“

Sec. 36.30.085. L ease-p urch ase agreem en ts, (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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State Procurement Code § 36.30.060

anc* settlempM 
an emplc

icting becaus^ 
ncy. Parenthooil 
A 1989; am §5^^

36.30.070. Su p p ly  m an agem en t. The commissioner shall adopt regulations 
jug  the
'management of supplies during their entire life cycle; 

v' gaJe, lease, or disposal of surplus supplies by public auction, competitive sealed 
3ding. or other aPProP‘iate method;
•?q\ purchase of surplus supplies by an employee of the using or disposing agency; and 

13(4) transfer of excess supplies. (§ 2 ch 106 SLA 1986)

tive September v fhange in parag^ • made section rtiWr

g^c, 36.30.080. L eases, (a) The department shall lease space for the use of the state 
an agency wherever it is necessary and feasible, subject to compliance with the 

’̂ taaiiirements of this chapter. A lease may not provide for a period of occupancy greater 
$^{ban 40 years. An agency requiring office, warehouse, or other space shall lease the space 

’"'I £̂8 £^through the department, 
red or suspend^ ifgpty^Yb) [Repealed, § 11 ch 75 S L /i 1994.] 
maintain current;'$Sp£*i*(c) ^  department, the Board of Regents of the University of Alaska, the legislative 
>nal services or'$ » i* c r(buncil, or the supreme court intends to enter into or rene v a lease of real property with 

• annual rent to the department, University of Aaska, legislative council, or supreme
court that is anticipated to exceed $500,000, or with total lease payments that exceed 

*jn'J2 500,000 for the full term ’of the lease, including any renewal options that are defined 
q^jfl the lease, the department, the Boar,.* of Regents, the legislative council, or supreme 
•vfcourt shall provide notice to the legislature. The notice must include the anticipated 
ij;.*gnnual lease obligation amount and the total lease payments for the full term of the lease.
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(1 ) reqt-iring notice under this subsection un’ess the proposed lease or renewal o:f a 
Jease has been approved by the legislature by law; an appropriation for the rent payable

v^during the initial period of the lease or the initial period of lease renewal constitutes
f. ̂ approval of the proposed lease or renewal of a lease for purposes of this paragraph;

rivci Ally 9, 1996, la ,'i i .  ; j.'.(2) under this subsection if  the total of all optional renewal periods provided for in the
cion .: the beginning, -V.;’ jease exceeds the original term of the lease exclusive of the total period of all renewal
•He, w»d raade related -r ___■ i y, ' .options.

j. (d) When the department is evaluating proposals for a lease of space, the department 
"ihall consider, in addition to lease costs, the life cycle costs, function, indoor environment, 

l\ public convenience, planning, design, appearance, and location of the proposed building. 
V  -' (e) When the department is considering leasing space, the department should consider i 
; whether leasing is likely to be the least costly means to provide the space.

(f) When the department is acquiring leased space of 3,000 square feet or less, the 
>.V.department may procure the leased space using the procedures for small procurements 
‘j" .'under AS 36.30.320, providing puolic notice is given to prospective offerors in the market

oersor nel of using ) * ;> e a . (§ 2 ch 106 SLA 1986; am § 1 ch 58 SLA 1990; am §§ 8, 9 ch 181 SLA 1990; nm 
• oro-'ote overall ; ft&W 2. 3 c*n 73 SLA 1992; am § 3 ch 37 SLA 1993; am §§ 6, 11 ch 75 SLA 1994; am § 10 
:isfyin„ the state’s ^  13? SLA 1996)

Effect o f  a m e n d m e n ts .  —  T h e  first 1990 am en d- 
effective J u n e  5, 1990, in se rte d  “o r renew " 

before *a lease" a n d  before “a n  ag reem en t"  in  th e  f irs t 
and third  sen ten ces , respectively , an d  ad d e d  th e  final 
^ j e n c e ,  in su b sec tio n  (c).

The second 1990 a m e n d m e n t, effective J u ly  1 ,1 9 9 0 , 
^ * ro te  su bsection  (b); an d , in  su bsection  (c), rew ro te  
“ * first sen ten ce  a n d  in s e r te d  " req u irin g  notice" in 

*bhird sen ten ce, 
loo *■ am e n d m e n t. effective S e p te m b e r  14, 

in su bsection  (c), rew ro te  th e  f irs t tw o se n ten ces  
*pa added th e  Inst sen ten ce ; an d  ad d ed  su b sec tio n s  
(d> and (e).

Tbe 1993 amendment, effective August 25, 1993, in

su bsection  (cl, ad d ed  th e  second se n ten ce  and rew ro te  
th e  rem a in d e r o f th e  subsection .

T he 1994 a m en d m en t, effective J u n e  6, 1994, r e ­
pealed  su b sec tio n  (b), re la tin g  to  lease-p u rch ase  an d  
lease-financ in g  a g reem en ts  an d  rew ro te  su bsection  
(c).

T he 1996 a m en d m en t, effective J u ly  9 ,1 9 9 6 , ad ded  
su bsection  (0 .

E d i to r '*  n o te a .  —  S ectio n  3, ch . 58, SL A  1990 
provides t h a t  th e  1990 a m e n d m e n t to  AS 36.30.080(c) 
by } l ,c h .  58, SLA 1990 "applies to on  ag reem en t th a t  
is en tered  in to  on or a f te r  J u n e  5, 1990, and does not 
app ly  to a lease  o r  to th e  ren ew al o f  a lease if  th e  lease 
is in ex istence on J u n e  5, 1990,"
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State P rocurement Code § 36.30.095

flju’acil. 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 
to\'i:.ncil, or the supreme court is the lessee under the agreement. 

■^r'i>valuating proposals to acquire or improve real property under a lease- 
'agrcoment, the department, the Board of Regents, the legislative council, or the 
'court shall consider
addition to lease costs, the life cycle costs, function, indoor environment, public 

■ence, p  lanning, design, appearance, and location of the real property proposed for 
tfon or improvement; and

Whether acquisition or improvement of the real property by lease-purchase 
jjjent is likely to be the least costly means to provide the space.
■k lease-purchase agreement
’may not provide for a period of occupancy under the full term of the lease-purchase 

j&ujent that is greater than 40 years;
MV'must provide that lease payments made by the department, the Board of Regents, 

iiylegislative council, or the supreme court are subject to annual appropriation.
{&) If the department, Board of Regents, legislative council, or supreme court intends 
'Voter into or renew a lease:purchase agreement for real property, the department, 
[nl of Regents, legislative council, or supreme court shall provide notice to the 
jlature. The notice must include the 

1̂) anticipated total construction, acquisition, or other costs of the project;
■(2) anticipated annual amount of the rental obligation; and 

$73) total lease payments for the full term of the lease-purchase agreement. 
jA-'(e) The department, the Board of Regents, the legislative council, or the supreme court 
vpay not enter into " lease-purchase agreement to acquire or improve real property unless 

^Ihe agreement has been approved by the legislature by law.
The provisions of (d) and (e) of this section do not apply to a lease-purchase 

.'Igreeraent
•'f (1) related tc the refinancing of an outstanding balance owing on an existing lease- 
•jpurchase agreement; or
'■> (2) by the University of Alaska if the lease-purchase agreement is secured by student 
"fees or university receipts as defined in AS 14.40,491.
;.r (g) In this section,
'/ (1) “full term of the lease-purchase agreement” includes a 1 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 o f  n m e r id m c n ts .  —  T he 1995 a m e n d m e n t, 
effective M ay 25, 1995, in se rte d  “o r im prove* in  su b- 
»c:tions (b) nnd  (■?) an d  “o r im provem ent" in p a ra -  
ra p h s  (b)(1) an d  (b)(2).

E f f e c t iv e  d a t e s .  — S ection  13, ch. 75, SLA  199-1 
m ak es th is  sec tion  effective J u n e  7, 1994, in accor­
d an ce  w ith  AS 01.10.070(c).

N O T E S  T O  D E C IS IO N S

C ited  in  C a r r  G o tts te in  P ro p erties  v. S ta te , 899  
P2d 136 (A la s H  1995).

Sec. 36.30.090. Delivery of supplies. [Repealed, § 48 ch 137 S.LA '996.] 

Sec. 36.30.095. Procurement of paper. [Repealed, § 48 ch 137 SLA 1996.]
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Food Safety Laboratory FY1999 Request: $145,700
Reference No: 30694

hAA NU. 00/ 46b bU9/ K 01

AP/AL; Appropriation Project Type; Health and Safety
Category: Health/Safety
Location: Statewide Contact:
Election District: Statewide Contact Phone: ( ) -
Estimated Project Dates: Jnknown - Unknown ' "
Brief Summary and Statem ent of Need:

Funding:
FY1999 FY2000 FY2001 FY20C2 FY2003 FY2004 Total

Gen Fund $145,700 53,854,300 $4,000,000

Total: $145,700 53,854,300 50 $0 SO $0 54,000,000

Q S ta . Match Required £3 One-Time Project 
0% = Minimum State Match % Required

□  Phased Project
□  Amendment

□  On-Going Project 
O  Mental Health Bill

Operating & Maintenance Costs:

Total Operating Impact:
Amount

0
S ta f f

0
One-Time Startup Costs: 

Additional Estimated Annual O&M:

Prior Funding History I Additional Information:

State of Alaska Capital Project Summary
1999 12/5 DEC Capital Submtd
1/26/01 6:47:1 B PM Page: 1

Department of Environmental Conservation 
Reference No: 30694



fMA mu, aui 400 ouai r , U£_

FY1999 Request: $145,700
Reference No:___________ 30694

The Palmer laboratory has been in its current leased location for over°5 years. The facility is inadequate for the demands
of the microbiology program and must be replaced. This funding request will evaluate the replacement options and
prepare the department to pursue the most effective replacement solution.

This request will do the following:

Prepare laboratory design needs and specifications 
Prepare a conceptual building design
Estimate cost to construct a new facility including all cos'.s of design, equipment and inspection.
Estimate maintenance and operations cost for 20 to 40 year occupancy 
Evalute current lease market 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
O&M Estimate 10,000
Lease vs L/P Study 30,000

Total 145,700

- JAN-26-200l FRl 06:bf ^  ADhO uiv k u j u m

Food Safety Laboratory

State of Alaska Capital Project Summary
1999 12/5 DEC Capital Submtd
1/26/0-1 5:47:16 PM Page: 2

Department of Environmental Conservation 
Reference No: 3 06 94



Environmental Health Food Safety Lab Relocation Study FY2001 Request:
and Specifications Reference No:

$240,000 
AMD32579

AP /AL: Appropriation
H is to rica l Category : Health/Safety
Loca tion : Statewide
E lection D is tr ic t: Statewide
Estim ated P ro jec t Dates: 7/1/2000 - 6/30/2005

P ro jec t Type: Health and Safety

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

B rie f P ro ject Summary and S ta tem ent o f 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:
FY2001 FY2002 FY2003 FY2004 FY2005 FY2006__________ Total

Gen Fund $240,000 S240.000

Total: $240,000 0 0 0 0 0 $240,000

State Match Required W_ One-Time Project i i Phased Project | i On-Going Project
= Minimum State Match % Required 1 / .  Amendment ; Mental Health Bill

Operating & Maintenance Costs: Amour,t Staff
Total Operating Impact: 0 0
One-Time Startup Costs: 0

Additional Estimated Annual O&M: 0 0

P rio r Fund ing H is to ry I Add itiona l In fo rm a tion :
An appropriation of 145.7 v.as made for FY 1999 for a feasibility study.

State of Alaska Capital Project Summary
FY2001 DEC Governor Amendments
2-18-2000 4:36 pm Page: 1

Department of Environmental Conservation

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-suit 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 areas, internal Duilding utility and equipment requirements, site plan and floor 
plan design, site analysis, material quality identification, estimate refinement, detailed project schedule 
development, and partial bid specification development.

Page: 2

Department of Environmental Conservation
Project Page: 2
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Mission Stauinent: To develop, expand, and enhance 
new and existing dive fisheries in Southeast Alaska.

Julie Decker, Executive Director
Box 2138, Wrangell, AK 99929
Ph: 907-874-3110; Fax: 907-874-4270
glgjulie@aptalaska.net
www.sardfa.org

Senator Dave Donley
Senator Fete Kelley
Co-Chairs, Senate Finance Committee
Alaska State Legislature
State Capitol
Juneau, AK 99801-1182

RE: SB24 /  HB 51 Funding fo r Construction o f New Seafood & Food Safety Lab

Dear Senators,

The Southeast Alaska Regional Dive Fisheries Association, SARDFA, would like to express its 
support o f HB 51 and SB 24, which provide funding for the construction o f a new Seafood & Food 
Safety Lab in Anchorage.

The geoduck fishery currently uses the lab in Palmer for water testing and paralytic shellfish 
poisoning (PSP) testing. SARDFA is also attempting to develop a horse clam fishery in Southeast 
Alaska which would require the same uses o f the lab.

Relocating the lab to Anchorage will actually be better for the majority o f the users of the lab, 
such as SARDFA. Having the lab in Anchorage will cut down one extia leg o f transportation for 
getting samples to the lab. This extra leg often makes the difference in getting time sensitive 
water samples to the lab within the 30 hour time limit.

The commercial dive fisheries in the state need this lab in ordei to conduct its fisheries. The 
current lab is the only one in the state w ith the proper certification to do PSP testing.

Thank you for your consideration.

Sincerely,
Members of:

Southeast Conference,
United Fishermen of Alaska, & 

Alaska Fisheries Development Foundation

Julie Decker, Executive Director

mailto:glgjulie@aptalaska.net
http://www.sardfa.org



