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April 18,2001

The Honorable Dave Donley

The Honorable Pete Kelly

Co-Chairmen, Senate Finance Committee FOR HAND DELIVERY
Capitol Building

Juneau, Alaska 99801

Re: SB 24, Seafood and Food Safety Laboratory
Dear Senators Donley and Kelly:

The above-referenced bill has been referred to your committee. The purpose of this letter is to
request that it be scheduled for a hearing as soon as possible. Its passage this session is critical
not only for long-term financial savings to the stale but also to the food industry' in Alaska.

Enclosed you’ll find several pieces of information that | hope will answer all 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. 1’ve tried to not duplicate information already provided
to you about this project. There seems to be a lot of misinformation floating around, so I have
put together a ‘T equently Asked Questions” paper, which is also attached, that | hope will
resolve those issues.

In a nutshell:

The lease expired in December of last year, and can only be extended on a short-term basis.
AS 36.30.083 allows the Divis'on of General Services to extend a lease 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 of our current facility,
prior rent reductions in exchange for ADA-compliance have already been taken. The owners
are not interested in another reduction in their lease rate. In addition, the building is up for
sale.

& This means that one way or the other we have to move. With 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
state-owned facility. In fact, leasing a laboratory rather than owning would cost the state
56% more over the 20-year term of the bond repayment.

Safe Food, Safe Water, Healthy Communities
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& The functions of the laboratory are required regulatory functions for the sale of shellfish and
dairy products in national and international commerce. No other laboratory in the state
performs these functions, nor could they under the federal rules.

& The laboratory also certifies private, commercial laboratories to conduct tests required under
the Safe Drinking Water Act (SDWA) for public water systems. Unless a private laboratory
is so certified, EPA will not accept their test results. Since Alaska is a primacy state for the
drinking water program, we cannot accept them either.

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

& We had to have a central location that could receive shellfish samples as quickly as possible
from many areas of 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 Airport.

& We needed a site on a public sewer system, as many of the chemicals used at the lab cannot
be placed in a septic tank.

& We also needed a site without ex 'essive vibration, dust or electromagnetic interference as all
of these things interfere with the performance of 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 overall cost of a new facility as low as possible, the land needed to be state-
owned.

We looked at land in the Municipality of Anchorage and in the Matanuska-Susitna Borough.
There was only one lot that met all of the above-criteria - a site on the southern side of Tudor
Street. A happy side benefit of this location is that we will be close to the new Public Health
Laboratory. That will allow for easier professional interaction, which will be particularly
important when investigating a food borne illness.

The location in Anchorage will significantly benefit the shellfish industry and they are fully
behind this project. Shellfish growers and harvesters have to arrange and pay for transportation
of their product to the laboratory themselves. An Anchorage location will therefore reduce their
costs slightly, but most importantly to them, speed up the delivery of these time-sensitive samples
to the laboratory for testing. On the other hand, our staff picks up samples for the dairy industry
and delivers them to the laboratory as part of their routine tasks, so an Anchorage location will
not result in any additional costs to the dairy fanners. Also, their samples are as not time-
sensitive as shellfish.
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Please note that we did discover an error in some of the information previously provided. We had
initially been advised that our current lease with available extensions would expire in December
2002. In double checking this with Vem Jones, the state’s Chief Procurement Officer, he
confirmed that the last extension runs through December 2003. 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.

Thank you for your consideration of this request. If you have any other questions or need
additional information, don’t hesitate to contact me.

Enclosures:

& Letters of Support

& Laboratory Bullets

& Frequently Asked Questions

& Memorandum from Hart Hodges, Northern Economics dated January 29, 2001
& Project Budget dated December 6, 2000

& AS 36.30.080-085 (Leases and lease purchases)

& Area Picture Overview

& Prior Capital Project budget details (FY 99 and FY 01)

Cc: Deven Mitchell
Department of Revenue

Vern Jones
Department of Administration

Brad Pierce
Office of Management and Budget
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January 19,2001 ! " lm

.lanice Ad_air, director

ADEC, DIV. ot Environmental Health )

5S5 Cordova Street -
Anchorage, AK 99501

Dear Ms. Adair:

I'm pleased to offer the support of shellfish growers for the construction ofa new ;
food safety laboratory in Anchorage. In addition to being cost effective for die state, the
new lab will significantly improve service to the overwhelming majority o ftile customers
it serves. .

I.havc visited the lab on several occasions over the past 10 yeare and | anrfollv
aware ofthe antiquated nature of the facility. The lapsing o fthe lease in the cuxfehl
facility may' be a blessing in disguise since the facility should have been replnced/years
ago. o | ‘o oo

For shellfish growers, the shift to an Anchorage location makes a tremendous .
amount o f sense, since logistics to Palmer have proven to be difficult 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 of 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 outto Palmer simply because my time window would have felapsed
Ifthe samples had to wait for a courier delivery. L=V

It is my understanding that roughly 80 per cent ofthe lab's business involves'
seafood,.and the Anchorage location would be considerably more convenientfor mostof
the customers served by the lab. As a geoduck buyer, | am painfully aware oftbe
difficult and expensive logistics ol getting PSP samples to Palmer from the Anchorage
airport. From my long involvement on the ASMI board. | 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
shiftto a facility in Anchorage also makes good fiscal sense since the btulding would be
amortized over a20 -year period, resulting in significant savings in lease fees for the
rcitiaining life ofthe structure. AVAR
e+ ' One ofthe concerns I've heard voiced aboutthe new lab is that the services should
be contracted out to the private sector, rattier than investing in a new public structure. |
have been active in PSP testing and water certification issues on a national level for
ASGA, and huve investigated the use of private laboratory sendees for my own farm. |

Renlger Painter, vice-president P.0. Box 20704 JunenuiAK 99802 -+m PhofW ftn: (907) 403-3600
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have found that there are no private labs providing P.SP tests in the U S: and the process
ofobtaining FDA certification for fccal coliform tests in marine waters is too difficult 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 if there’s anything | can do to
further support this important project.



PACIFIC ALASKA SHELLFISH, INC
P.0. BOX 7498
NUCISKI, AK 99635

January 24,2001

Janice Adair

Director of Environmental Health
555 Cordova St. Fifth Floor
Anchorage AK 99501

Dear Janice,

1want to reiterate the point I made last year when we
discussed the future ofthe Lab and its movement to a new
location in Anchorage. | 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 centralized location.

Let me also give you a little history concerning my
iInvolvement with the Lab. | 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 of 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.
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This year will be our 2 1stseason of using the facility for
w?/r, tissue, PST and all the other tests that are. associated

with the harvesting and processing of our razor clams for
human consumption. We look forward to another 2Lyears.

Moving the Lab to Anchorage would most definitely enhance
the logistics of 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 ofthe move. Ifthere is anything else Tcan
contribute please call me. Thanks for your continued stellar
support of our industry. Kudos to the entire crew.

Sincerely
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S Southeast Mission Statement: To develop, expand, and enhance
A Aaska new and existing divefisheries in So* rhesusAlaska.
R  Regiona
D Die Julie Decker, Executive Director
F FHsheries Gig Decker, Executive Director's Assistant
o Box 2138, Wrangell, AK 99929
A Association P 907-074-3110; Fax 907-874-4270

glojuiie@apolasta.net

State of Alaska Legislators
February 59|/ 2001
RE: SARDFA's support of new Food Safety Lab In Anchorage

Dear Legislators,

[ am writing to you on behalf of the Southeast Alaska Regional Dive Fisheries Association, or
SARDFA.  SARDFA is a non-profit, economic development corporation whose mission Is to
develop, expand, and enhance new and existing dive fisheries In Southeast Alaska. SARDFA was
created by AS 43.76.100-210. SARDFA's Board of Directors is composed 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 the
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 amount of
PSP testing In the future which will allow for greater utilization of the live geoduck markets In
Asia, which are worth three to five times the ex-vessel value of processed geoducks. Without a
properly certified lab to conduct the PSP testing needed to ship geoducks live, the geoduck
Industry would be severely hamstrung.

Relocating the lab In Anchorage may, unfortunately, be a hit to Palmer residents, however, it will
be better for the statewide users of the lab who will no longer need to have samples make the
extra Journey from Anchorage to Palmer. This can be a critical factor In getting samples to the
lab In time. For example, the water samples which are taken In remote areas of Southeast
Alaska must make It to the lab within 30 hours In order to perform testing. If the samples are
even one hour late, they must be retaken by sending boats out to the remote 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. | hope I personally get a chance to speak with you about this subject
Feel free to contact me if there are any questions about this issue.
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M ar in e A dvisory P r o g r am

University of Alaska Fairbanks School of Fisheries and Ocean Sciences
2221e.Northern Lights Blvd., #iio
ANCHORAGE, ALASKA 995081140
January 18, 2001 PHONE: 907-274-9691
FAX:  907-277-5242

Subject: Proposal to move the Seafood and Food Safety Laboratory

Dear Ms: Adair

The University ofAlaska Marine Advisory Program (MAP) applauds the initiative of the
Alaska Department of Environmental Conservation and legislative action contamed 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 ofAlaska Fairbanks School of Fisheries and Ocean Sciences, MAP provides
technical assistance, education, 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 often complain 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 laboratory will best suit the testing
needs ofthese important industries. 1f you need any additional support information, please
contact us.

Respectfully,

Raymond RalLonde
Aquaculture Specialist

Dr. Donald Kramer
Seafood Safety Specialist
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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 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 |

[0l Research Dr.,PO Box 790 Dartmouth. NS B2Y 327 Canada Tel: 902 424 8670 Ext. 147 Fax: 902 424 4679
W ebsite Address: http:\\www,innovacorp.ns.ca\jbiotek



Alaska
Seafood
International

January 15, 2001

AK Department of Environmental Conservation
Attn: Janice Adair

555 Cordova St.

Anchorage, AK 99501-2617

Dear Janice,

| am writing this letter in support of your endeavors in upgrading the state microbiology
lab. | believe that the State of Alaska may better support the seafood industry by having
applicable state of the art services to enhance already existing testing abilities. Moreover,
the Alaska Department of Environmental Conservation (ADEC) Division of
Environmental Health will be better prepared to meet the challenges of the evolving food

industry needs such as athird party verifications.

Sincerely,

David B. Kang w
Manager, Quality Control

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-soaLxiJ.com



Alaska AquaFarms Inc

P.0. Box 7
Moose Pass, Alaska 99631
(907) 288 -3667

Janet Adair, Director
Department of Environmental Conservation
555 Cordova Street

5th Floor

Anchorage, Alaska 99508

Dear Ms. Adair,

[ am writing this letter in encourage keeping the Departmentof

Environmental Conservation lab open to support the Aquatic Farm industry.

| have been a shellfish farmer since 1986 and have had nothing but good

experience with working with DEC professionals and the sampling Lab.

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. W ithout this service 1 could
not be in business.

1 strongly suggest fully funding the lab and staff. If 1l can provide any

assistance or information please letme know.

Sincerely,

APEC/ANCHOR-GE
EtVRCNVENAL HFALH

FEB 2 6 201

HVED

‘; )




March 19, 2001 THE TENTH FLOOR
2200 SIXTH AVENUE
SEATTLE. WA 98121-1820
206.728.6000

OPERATION FAN 200.441.9090
SALES FAN 206.725.1535

Janice Adair, Director

Division of Environmental Health
555 Cordova Street

Anchorage, AK 99501

Re: New Seafood and Food Safety Lab

Dear Ms. Adair:

DEC'’s Seafood and Food Safety Lab provides services to the seafood industry that are
critical for the industry’s long-term growth. We support the legislation that would
replace the current lab with a new facility located in Anchorage. The current location in
Palmer is logisucally problematic and increases the costs to processors who must pay to
have their products delivered to the lab.

Sincerely,

| MAR 2 2 2001

Enclosure /9



Seafood and Food

Safety Laboratory #
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** A fter 30 years in the same location, the Seafood and Food Safety Lab

must move.

4 The lease expired December 2000 with three one-year extensions

available. State law (AS 36.30.083) prohibits a long term extension

w ithout significant reductions in the lease payments. These reductions
were given during a previous lease extension. Also, the building is for

sale.

One way or another, we have to move.



What does the lab do?

4* PSP and shellfish growing water analysis so s h e llfish can be sold in

interstate and international com m erce.

4* Domoic ado analysis so crab can be sold in interstate and international

commerce.

4+ D airy product evaluation so Alaska’'s d airy products can be sold to Alaskan

schools, the military, and in interstate com m erce.

4# Lab certification so private labs can run drinking water analysis for public

w ater system s.

4« W ork with com m ercial food industry to develop safe ready-to-eat food

products. S —

No one else can do whatwe do!



W hat’s the recommended plan?

. 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

« Lease-financing through sale of bonds

i Ttot)al bond sale: $13,655,000 (includes $200,000 issuance
C0StS

« Capital appropriation $310,000 for non-hondable costs



Why choose this plan?

. It’s cheaper than leasing. Overa 20year term, leasing would cost the
State 56% more than owning.

« Laboratories are un_i%ue. They require highly specialized work environments
that must be incorporated into the design of the structure.

# Affordable laboratory services are needed on a long-term,
d% pet ndable basis. This’is critical to the growth of our shellfish and dairy
Industries.

*Why choose Anchorage? We needed a location that

4Ak, cou{d receive shellfish samples quickly from the Anchorage International
Irport,

i’ \(/jvas on a public sewer system so wastewater could be disposed of safely,
an

« did not have excessive vibration, dust, or electromagnetic interference that
would affect the analytical equipment.



Why not privatize these services?

FDA does not certify private labs to conduct requlatory PSP testing
« Federal dairy rules require certain tests to be conducted by state requlatory labs

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

In addition, we keep costs for industry down:

« All regulatory testin% for PSP, domoic acid, and dairy products are free; we
charge only for requlatory PSP testing of export-only shellfish

« 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 hat happens ifthis bill 1sn’t
passed?

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

« While the Division of General Services has contract procurement experts,
the}( do not have the expertise to develop an RFP for a [aboratory.

Pro e_ssglonal services contracts ~ and the funding to pay them —would be
required.

« Lease costs will go up and stay up —unlike bond repayments, which when
paid off, are done.

Http://www.state.ak.us/dec/deh/
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Why own instead of lease?

Lease when:;

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

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

The service is normally provided 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.

Life cycle cost analysis indicates cost of lease is less.

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

Own when:

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

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 difficult to find in the marketplace.

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 ownership is less.

Internal configuration of space is subject
to significant change.



Seafood and Food Safety Laboratory
Frequently Asked Questions

How 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.

Areyou 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.

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

How many employees will remain in the Mat-Su Valley? There are 14 DEC employees in the Valle}
who will remain there. Those staffinclude the Office of 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 can’tyou stay whereyou 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
of 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. Thefood safety tab has been in this
locationfor 30years. 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 properfow ofpeople,
laboratory samples, materials, chemicals, etc. Thefood safety lab has only been able to operate
in thisfacility because ofthe dedication and creativity o fthe staffto overcome many obstacles.
The laboratory would not meet the requirements of OSHAfor safe laboratory operations. The
laboratory does not have an adequate HVAC system which is a basic requirementfor the safe and
effective operation ofany laboratory. The operating conditions are such that there has to be
constant vigilance on thepart ofthe staffto ensure the validity o fthe 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 of our current facility has been provided to Senator Kelly’s office. Copies of 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.

| f there are only 11 staff, why is the building proposed to be 20,500 sq.fL? uUnlike office buildings,
which are sized according to the number of people that will work there, laboratories are sized based on
the types of 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 of fixed equipment that are
part of the construction costs and that take up significant amounts of space.

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

fVhalpart oftheproposed lab could be deleted if the bondpackage 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 of 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 of four labs, all of 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.

How does the size ofthe proposed lab compare with the Department’s current Seafood and Food
Safety Lab? The following chart compares the two. It clearly shows the largest percentage growth is in
that part of the building that is not used directly by staff.

Current Sqg. Ft. Proposed Sq. Ft.
NSF1Laboratory Space 4,395 9,520
NSF Administrative Space 3,270 2,210
Total NSF 7,665 11,730
“Support” Sg. Ft.2 1,775 7,730
Total Gross Square Footage 9,440 19,660

How was the size o fthe 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 of 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 of 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 ofthesefunctions? 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

INSF = Net Square Footage; it is the sum of all areas in abuilling 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.

How do other statespayfor these laboratory services? At the request of 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.

Why can 7 the Department use the Alaska Seafood International Buildingfor 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 of its lease with AIDEA for the facility so, as the landlord, AIDEA has no legal standing to
cancel the lease. Even if these conditions did not exist, significant renovations would be required in order
for a part of the building to be used as the Seafood and Food Safety Lab.

Why didn 7 the Department issue an RFPfirst to see if the private sector could build thefacility
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 S1,087.0. 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.

What will be the costper squarefoot ofthe new building asproposed? 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 of 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.

What is the total cost o fthe projei i? $13.9 million with S13.6 million from bond sales through
Certificates of Participation. A memo is attached at Tab 4 from Deven Mitchell with the Department of
Revenue entitled “State Supported Debt." The sale of 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.

Why are the nonbondable costsfun *w by generalfunds instead o fby anotherfund source? The lab
building does not qualify for federal funds and, according to the Office of Management and Budget, the
only other possible option would be AHFC diviaends and they are already obligated.

What will happen if this bill does notpass? 1f 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’tabsorb either one.
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LABORATORY COST FACTORS
(as compared to other building types)

Since squarefoot costs are higherfor laboratoryfacilities, and many more gross squarefeet are
requiredfor the same net or usable square et, additional costs are required. Furthermore,
items in laboratoryfacilities not usuallyfound in other types o fbuildings raise the cost again.

Elements of Construction Contributing to Higher Squa ;e Foot Costs
- Structural System: required to cany heavier loads and be vibration resistant.

- Finishes: moisture resistant, cleanable, sealedfrom adjacent spaces, designed to contain
microbes.

- HVAC System: requires betterfiltration, more air ventilation (minimum 10-12 air changes
per hourfor labs vs. 3-5 air changesfor typical office space), 100% exhaust air, and more
sophisticated control systems. Several types o fexhaust systems are required, some ofwhich
require stainless steel ducts andfiltration. Laboratory areas are required to be pressurized
differentiallyfrom non-laboratory areas and adjacent more critical laboratory areas in
order toprevent exposure to infectious diseases orpathogens.

- Due to the harsh climate in Alaska, we must locate laboratory HVAC internally or in an
enclosedpenthouse in lieu ofrooftop mounted equipment common to laboratory*acilities in
the lower 48. Translation: more building squarefootage and higher costs.

- Gases: several types ofpiped gas systems are requiredfor the testing and research
conducted.

* Plumbing: testing and research conducted requires treated water distribution systems
separatefrom the standard domestic distribution systems. Non-corrosive wastepiping
systems designedfor disposal ofacids and other chemicals are required in addition to the
standard sanitaiy and storm drainage systems.

« Power: the equipment intensive work requires extensivepower distribution and
communications systems.

« Lighting: the type ofworkperformed requires higher lighting levels, and much ofthe testing
and researchprocedures beingperformed at the Seafood and Food Safety Laboratory are
required to befederally certified and must maintain a minimum of100foot-candles at the
worksurface to achieve the required certification. (More stringent than the APHL/MEF.)

- Security: the need to maintain a safe laboratory working environment andprotect non-
laboratory workers and thepublicfrom exposure to infectious diseases requires the
incorporation ofmore sophisticated security and access control systems.

- Special Construction: many areas, because ofthe special nature ofthe procedures
conducted, require special walls, ceilings andfloors. Building systems are required to be
designed to beflexible to accommodate new equipment andprocedures required to testfor
new diseases andpathogens.

Prepared by Living on Slone, Inc. Enclosure #4



Equipment and Systems Contributing to Higher Square Foot Cost;

Items not typicallyfound in other building types are special laboratory countertops/
casework, fume hoods, controlled-temperature rooms, glassware washers and dryers,
autoclaves and many other types offixed equipment are apart ofthe construction cost,
consequently raising the squarefoot costs.

Many operations in research and clinical laboratories are irreplaceable. Alternatively,
repeatingprocedures is extremely costly in time and services. Therefore, redundancy is
required to be built in to the utility services. Dualfans,filters and standbypower generation
are typical, each ofwhich contribute to higher squarefoot costs.

Safetyfeatures notfound in other building types are required, including eyewash stations
and emergency showers (both o fwhich require a separate temperedpotable water
distribution system andfloor drains), and specializedfire protection systems (e.g., pre-action
sprinkler systems toprotect equipment andprocedures, dry chemicalfire extinguishing

systems, etc.)

Prepared by Livingston Slone, Inc.



M emorandum

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 of 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-own option would be lower than the cost of the
build-to-own option. However, if the state uses a longer 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 $1.2 million suggest a cost of $4.87 per square foot per month ($1.2 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 change for 20 years. Over time,
the $4.87 figure will 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 of such spaces do not provide meaningful h* .wimarks.

We 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
Enclosure #3
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State Supported Debt
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 pled?ed to it but, it may have the full faith and credit of another public
Issuer, as in the case or 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 annua 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
I\gtl)_od)tf_s, Standard & Poor's, and Fitch's in assigning a credit rating to State debt
obligations.

State Supported Debt includes a portion of _U_niversi% 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 ousmq Authority (ASHA) was the lessor
for many of the facilities. Beginning July 1, 1992, Alaska Houising Finance Corporation
,(AEAI-II-ILIEC became the lessor of those State facilities as a result of ASHA's merger with

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 Ieglslatlve

resolution pursuant to AS 37.05.280 (now repealed) as in the case of ASHA, and some

g%usd without specific legislative authorization of the obligation as in the case of some
s,

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

SLA 1986, effective January 1, 1988, requires approval by law of agE/ executive branch
|ease-financing agreements with annual lease payments exceeding $L million. Chapter
73, SLA 1992, effective September 14, 1992, adds the recwlrement 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 o outstandlnfq balances on existing lease purchase
agreements and certain University of Alaska transactions.

Lease-Purchase Financing



a. General

L ease-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.

L ease-purchase obligations may provide for the acquisition of the property by the lessee
by the end of the lease. AIternatlveI%/, 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 a proP_nat_lons 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 ﬁayments from lessees, inthis
case the State, and are sold to finance construction or purchase of the leased facilities.
The issuer can be a Frlva_te_ 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 pa¥ments made by the State. These
gayments are subject to legislative appropriation. Therefore, COP’s are not considered
tate debt and are not subject to voter approval.

The following Table 2.6 summarizes issued and outstanding COPs.

1The Slate is also a lessee ina number of buildingsfinanced by private developer lessors by public
issuance ofdebt through AIDEA In thesefinancings, the leases are also the securityfar thefinancing.
While the State does not acquire or have an option to acquire thefacilities leased, insome cases the term of
the lease or amount oflease payments would be such as to qualify thefinancing as a lease-purchasefrom
an accounting, credit, orfederal tax standpoint. In other cases, the leases would not qualify as lease-
purchases, and are called operating leases. Thesefinancings all relied on the small issues exemption
rather than the State leases to obtain tax-exempt status. Most ofthese leasefinancings are revenue bonds
of AIDEA, backed by the lease revenues, but with a standby purchase agreementfrom a bank in the event
the Statefails to renewthe lease. Ifexercised, the bank purchases the bonds as an investment and held not
for resale. Other leasefinancings are general obligations of AIDEA, backed by the Authority's general
assets and revenues. At thispoint, the State has not determined what amount ofcredit exposure it hasfor
these AIDEA leasefinancings. It may be that standby purchase agreements and AIDEA'S general
obligation pledge would cover allfinancing requirements of lease-purchase obligations. This would
provide a layer ofcredit insulation between the debt and the Slate ilia wouldargue against the debt being
considered State Supported Debt.



TABLE 2.6
State of Alaska Lease-Purchase Financingl
Issued and Outstanding

S(thousands)
Certificates of i-articipation (COP's)
Amount Outstanding t-inal
Date Issued at 6/30/00 Maturity

Seward Student Service Center 7124190 5 4apb0 S - 6/1a/00
Kenai Court House 7124192 4,275 1,630 711102
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 Counhouse 10/15/97 29,900 27,410 1/1/13
Palmer Airpon 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 116,718 S 79,540

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



Memorandum

TO Janice Adair, Department of Environmental Conservation
Bert Hartley, Department of 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
project costs for a new seafood and food safety lab would be approximately S9.3 million.
We also estimated that an existing building of the correct size could possibly be renovated
at a cost of roughly S5.1 million. However, in all comparisons of costs between the
different options considered in that report (own versus lease, consolidate the SFSL and
State Chemistry Lab, etc.), we included a variety of 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 of different options. In these memoranda, we showed that it would be
less expensive for the state to build its own lab, as opposed to having a private developer
construct a facility and lease it to the state or to have a private developer renovate an
existing facility for the state. Since that time, the design criteria for the lab have changed,
more accurate land and building costs have been prepared, and other refinements have
'‘been considered. This memorandum attempts to bring together all of the revisions, but

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

The following assumptions reflect our best knowledge of the cost of a seafood and food

safety lab:
» Public interest rate is 6.1 percent (compared to 5.5 percent in early reports)
e Trivate interest rate is 9.5 percent (unchanged)

e The capital cost for the project 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

880 H STREET, SUITE 210
ANCHORAGE, ALASKA 99501
(907) 274-5600 FAX (907) 274-



of 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 might 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 that is critical.

The following tables show cost comparisons for two different options (build to own and
lease to own) and two different planning horizons. The lease arrangement option does not
include adjustments to the interest rate to account for developer profit. However, the same
principal amount of SIB.66 million is used for both the state owned option and the lease
arrangement. It could be assumed "'.at the private developer would complete the project

for a smaller dollar amount and the difference could be viewed as profit.

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

Table 1. Cost of Seafood and Food Safety Lab, State Owned vs. Lease Arrangement - 10-

Year Horizon

Fiscal New Build to Suit- State Owned New Build to Suit- Lease Arrangement
Year Principal Interest Tota(l:gszipital Fringir%?!tand Interest Totaé(():sa;pital
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 for a 20 year planning horizon. The capital requirement and interest
rates are the same as those given for Table 1. In addition, the following assumptions are
added:

 Private develop must repay debt within 10 years.



e Private developer will require lease payments during years 11-20 that are 75 percent of

the payments for years 1-10.

e The state could own the leased facility at the end of the 20-year horizon.

Table 2. Cost of Seafood and Food Safety Lab, State Owned vs. Lease Arrangement - 70-

Year Horizon

Fiscal New Build to Suit- State Owned New Build to Suit- Lease Arrangement
Year Principal Interest TotaIC((JZSatpitaI Pringir%?iltand Interest Tota(l:(()tsatpital
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,.88 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



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 of reasons. The major reason for not
considering a longer planning period is the fact that leases for lab facilities would not 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 state
is not presented in the tables because of the finding (presented in earlier reports) that the
cost to lease a building that has been renovated is very similar to the cost of lea--.ng a
newly constructed facility. In addition, there is a significant amount of uncertainty
surrounding the cost of 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 state to purchase and renovate a building or renovate
an existing state building. No information was available on the stock of buildings that
might be considered for this option. In earlier reports, no building was identified that could

be renovated (at reasonable cost) to meet the needs of the seafood and food safety lab.

The following 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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Figure 2. Cumulative Cost (No Discounting) « 20-Year Horizon
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§ 36.30.083

Section 12, ch. 37, SLA 1993 provides: “LEASE
EXTENSIONS AUTHORIZED, (a) Notwithstanding
AS 36.30, the Deportment of Administration, the
Univecoiiy of Alaska, the legislature, and the court
system may extend for up to @ 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 ifa 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 the 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

NOTESTO

Lease-purchase agreement between Depart-
ment of Natural Resources and Alaska Court
System. — This section (prior to June 7, 1994),
§ 38.05.035, and § 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-
Gottstein Properties v. State, 899 P.2d 136 (Alaska
1995).

Public Contracts

3

any renewals, including extensions allowed LFCH‘@
of this section.

“(c) The DepartmentofAdministration, the Uniy>'
aity of Alaska, the Alaska Court System, and
Legislative Affairs Agency shall submit a qu.vt*d '
report to the Legislative Budget and Audit Comtaitt]
detailing the leases extended and the cost savi*T-
achieved under (a) — (b) of this section, The
report is due July 1, 1994, and must cover the
from the effective date of this section through Ma-*
31, 1994, The subsequent reports shall be made Or-
ber 1, 1994, January 2. 1995, and April 1, 1995.* ~

Under § 14, ch. 37, SLA 1993, § 12(a) and (b) *
repealed December 31, 1994 and § 12(c) is repe”ij
April 1, 1995,

Opinions of attorney general. — Equipnea;.
lease financing is covered by the procurement code
and the statutory requirement of legislative npprovi;
Sept. 17,1987 Op. Att'y Gen.

DECISIONS

Funds placed in escrow for the renovation of i
building that was the subject of a tease-purchue
agreement between the Department of Natural P*
sources and Alaska Court System did not constitute
unrestricted “program receipts" for deposit in the
state treasury and did not violate Alaska Const., art
IX, § 13. Carr-Gottstein Properties v. State, 899 P.2J
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), 36.3C.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)

provides that “(n)otwithstanding AS 36.30.083(c), rt-
acted by § 11 of this Act, the first lease extern”3
report under AS 36.30.083(c) is due August 31, 199-
and must cover fiscal year 1997.“

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

Editor's notes. — Section 52, ch. 137, SLA 1996

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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36.30.070. Supply management. The commissioner shall adopt regulations
jug the
'management of supplies during their entire life cycle;
V' gale, lease, or disposal of surplus supplies by public auction, competitive sealed
3ding. or other aPProP*iate method; ) ) )
“X purchase of surplus supplies by an employee of the using or disposing agency; and
134 transfer of excess supplies. (§ 2 ch 106 SLA 1986)

acsetienpM

an emplc

icting becaus”

ncy. Parenthooil

A 1989; am 5™\
) g”c, 36.30.080. Leases, (a) The department shall lease space for the use of the state
S Af an agency wherever it is necessary and feasible, subject to compliance with the
A I(G “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

"8 £~ through the department, ]
red or suspend” ifgpty~Yb) [Repealed, § 11 ch 75 SL/i 1994.]

maintain current;'$Sp£*i*(c) department, the Board of Regents of the University of Alaska, the legislative
>nal services of$»i*crbuncil, 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
gNjfl the lease, the department, the Boar,* of Regents, the legislative council, or supreme
svfcourt 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.
T7e department, the Board of Regents, the legislative council, and the supreme court
I"may not enter inn or renew a lease of real property
(1) reqgt-iring notice under this subsection un’ess the proposed lease or renewal o:fa
3-VJease has been approved by the legislature by law; an appropriation for the rent payable
vAduring 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;
md Ally919%, la i i.; j.".(2) under this subsection if the total of all optional renewal periods provided for in the
don .. the begiming, -V.;” jease exceeds the original term of the lease exclusive of the total period of all renewal
*He, w»d raade related & Y, '.Opti6ﬁs.
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,
I\ 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.

(H 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 ofusing ) *;>ea. (§ 2 ch 106 SLA 1986; am § 1 ch 58 SLA 1990; am 88 8, 9 ch 181 SLA 1990; nm
e oro-'ote overall ; ft&W 2.3 ™73 SLA 1992; am § 3 ch 37 SLA 1993; am 8§ 6, 11 ch 75 SLA 1994; am § 10

>ner evidence ofJ
~egulation in an4
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13? SLA 1996)

Effect of amendments. — The first 1990 amend-
effective June 5, 1990, inserted “or renew"
before *a lease" and before “an agreement" in the first
and third sentences, respectively, and added the final
Njence, in subsection (c).

The second 1990 amendment, effective July 1,1990,
A*rote subsection (b); and, in subsection (c), rewrote
“* first sentence and inserted "requiring notice" in

*bhird sentence,
loo = amendment. effective September 14,

in subsection (c), rewrote the first two sentences
E* a agded the Inst sentence; and added subsections
>and (e).

The 18&3 amendment, effective August 25, 1993, in

subsection (cl, added the second sentence and rewrote
the remainder of the subsection.

The 1994 amendment, effective June 6, 1994, re-
pealed subsection (b), relating to lease-purchase and
lease-financing agreements and rewrote subsection

©)
The 1996 amendment, effective July 9,1996, added

subsection (0.
Editor'* notea. — Section 3, ch. 58, SLA 1990

provides that the 1990 amendment to AS 36.30.080(c)
by } I,ch. 58, SLA 1990 "applies to on agreement that
is entered into on or after June 5, 1990, and does not
apply to a lease or to the renewal of a lease if the lease
is in existence on June 5, 1990,"
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[ﬁ(]’B'"CMjA fljuacil. or the supreme court may enter into lease-purchase agreements. The
Ai 3]_ A (.sthe Board of Regents, the legislative council, or the supreme court may enter
Nara ~purchase agreement only if the department, the Board of Regents, the

toVi.ncil, or the supreme court is the lessee under the agreement.
m/ri>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
mence, p lanning, design, appearance, and location of the real property proposed for

\éTM tfon or improvement; and
Whether acquisition or improvement of the real property by lease-purchase

jijent is likely to be the least costly means to provide the space.
jcral,
mKlease-purchase agreement
Mﬁ{ﬂ\&]ﬂé ’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.

{8 If the department, Board of Regents, legislative council, or supreme court intends

Jra U3t cover » -
3ect n throu& |

mi
n, OVaL&XAJfCISI "Voter into or renew a lease:purchase agreement for real property, the department,
&’ﬁa‘iur/\ze [nl of Regents, legislative council, or supreme court shall provide notice to the
an did not coruUt2 jlature. The notice must include the
/\ 1~1 H 1c1f1 H -
to Alasq<a Csénm k} 1) 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
... Vpaynotenter into " lease-purchase agreement to acquire or improve real property unless
1S any other pro'"1 .
. A Ihe agreement has been approved by the legislature by law.
ersity of AlaskJ . . .
. The provisions of (d) and (e) of this section do not apply to a lease-purchase
uraum extension 'Igreeraent

-apter including *'f (1) related tc the refinancing of an outstanding balance owing on an existing lease-

*iCS v. State, £99 pjj

d 36'30'930 and ejpurchase agreement; or
cost savings of . . . .
'®>(2) by the University of Alaska if the lease-purchase agreement is secured by student

| "fess or university receipts as defined in AS 14.40,491.
|€ssor agrees 0 ;r (@ In this section,
mtq gqmpllance ' (D) “full term of the lease-purchase agreement” includes a 1renewal options that are
sabilities Act of - gefined within, the lease-purchase agreement:

. ; (2) “lease-purchase agreement™ includes a lease-financing agreement. (§ 7 ch 75 SLA
remaining trm 190/ o 8§ 2, 3 ch 36 SLA 1995)
f this section,
the Legislative Effect of nmeridmcnts. — The 1995 amendment, Effective dates. — Section 13, ch. 75, SLA 199-1

ive Budget and effective (l\t/)l)ay 23,(1‘5))95,din5erted “or improve* in sub-  makes this section effective June 7, 1994, in accor-
s »c:tions nn and “or improvement" in para- dance with AS 01.10.070(c).

:hieved by that raphs (b)(1) and (b)(2).

ar.(8 1lch 137

NOTES TO DECISIONS

S 36.30 033(c). en- Cited in Carr Gottstein Properties v. State, 899
at lease extension P2d 136 (AlasH 1995).
- August 31, 1997,

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

:ies and statu-
of Alaska, the 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
AP/AL; Appropriation Project Type; Health and Safety
Categg_ory: Health/Safety
Location: Statewide Contact:
Election District: Statewide Contact Phone: () -
Estimated Project Dates: Jnknown - Unknown v
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
QSta . Match Required £3 One-Time Project O Phased Project 0 On-Going Project
0% = Minimum State Match % Required 0 Amendment O Mental Health Bill

Operating & Maintenance Costs:

Amount Staff

Total Operating Impact: 0 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 BPM Page: 1

Department of Environmental Conservation
Reference No: 30694
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Food Safety Laboratory EY]ZCL999 ReqNuest: $1435(,)g(£))(£)1r
ererence No:

The Palmer laboratory has been inits 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  willevaluate 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
State of Alaska Capital Project Summary Department of Environmental Conservation
1999 12/5 DEC Capital Submtd Reference No: 30694

1/26/0-1 5:47:16 PM Page: 2



Environmental Health Food Safety Lab Relocation Study FY2001 Request: $240,000

and Specifications Reference No: AMD32579
AP/AL: Appropriation Project Type: Health and Safety

Historical Category: Health/Safety

Location: Statewide Contact: Janice Adair

Election District: Statewide Contact Phone: (907)269-7645

Estimated Project Dates: 7/1/2000 - 6/30/2005

Brief Project Summary and 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:
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 /. 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

Prior Funding History | Additional Information:
An appropriation of 145.7 v.as made for FY 1999 for a feasibility study.

State of Alaska C&pit&' Project Summary Department of Environmental Conservation
FY2001 DEC Governor Amendments Project Page: 1
2-18-2000 4:36 pm 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.

Department of Environmental Conservation
Project Page: 2

Page: 2



Mission Stauinent: To develop, expand, and enhance

S Sotheast new and existing divefisheries in Southeast Alaska.
A Alaska
R Regional
D Diwe Julie Decker, Executive Director

L Box 2138, Wrangell, AK 99929
F Fisheries Ph: 907-874-3110; Fax: 907-874-4270
A Association 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 for Construction of New Seafood & Food Safety Lab

Dear Senators,

The Southeast Alaska Regional Dive Fisheries Association, SARDFA, would like 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.

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 of the lab.

Relocating the lab to Anchorage will actually be better for the majority of the users of the lab,
such as SARDFA. Having the lab in Anchorage will cut down one extia leg of 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 with 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



