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F I S C A L  N O T E

S T A T E  O F  A L A S K A
2001 L E G IS L A T IV E  S E S S IO N

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

Dept. Affected: 
^BRU:
Component:

F isca l N ote  N um ber:

B ill V e rs io n :

£3) P u b lish  D a tf

1
SB 24

l ' / W O T

Environmental Conservatio 
Environmental Health 
Laboratory Services

Sponsor:
Requester:

Rules Committee
Governor

E xpenditures/R evenues

Component Number: 

(Thousands of Dollars)

2065

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

97.8 178.1 184.0

TOTAL OPERATING 0.0 0.0 0.0 97.8 178.1 184.0

ICAPITAL EXPENDITURES

ICHANGE IN REVENUES ( ) I I

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

97.8 178.1 184.0

TOTAL 0.0 0.0 0.0 97.8 178.1 184.0

Estimate of any current year (FY2001) cost: 0.0 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)
The  current Food Safety Laboratory has operated in a leased facility in Palm er for over 30 years. The facility is now  inadequate for 
current lab operations. In addition the lease w ill soon expire with no opportunity for long term renewal. T he  bill w ou ld authorize 
financing and construction of a new  Seafood and  Food Safety Laboratory to be operated by the Department of Env ironm enta l 
Conservation (DEC).

T he Department of Adm inistration (DOA) pays the current lease costs for the lab. D E C  re imburses DOA  for a portion of these 
costs through an RSA . D E C  w ill directly pay for a ll of the utilities and m a intenance costs for the new  bu ild ing . T hese new  costs are 
shown in the contractual line . Annual lease sav ings partially offset these new  utility and  m a in tenance costs as shown on the 
attached chart.

W e  expect to beg in occupy ing the bu ild ing in January 2005, therefore the costs shown for 2005 are for ha lf a  year.

Prepared by: 
Division
Approved by: 
Agency

(Rev 11/2000 OMB)

Janice Adair, Director
Division of Environmental Health

Phone (907) 269-7644 
Date/Time 12/13/00 3:00PM

Kurt Fredriksson Date 12/13/00
Department of Environmental Conservation

For distribution information, ca ll the Governor's Legis lative O ffice
P a g e  1 o f  2__

C O M M I T T E E  C O P Y
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FISCAL NOTE 
STATE OF ALASKA 

2001 LEGISLATIVE SESSION

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

Line Item Description___________  FY2003 FY2004 FY2005 FY2006 FY2007

Contractua l L ine 300

* (Operating Expenses)

Utilities (estimated)
DEC will incur costs for utilities at the new 
facility starting mid - 2005. Utility costs 
at the existing leased facility are included 
in the lease paid by DOA and DEC . These 
costs are offset by the lease savings shown 
below and shown on DOA's fiscal note.

$52,965 $105,930 $110,040

Bu ild ing  Maintenance (estimated)
DEC will incur costs for building maintenance 
at the new facility starting mid - 2005. 
Maintenance costs at the existing leased 
facility are also included in the lease 
paid by DOA and DEC. These costs are 
offset by the lease savings shown below 
and shown on DOA's fiscal note.

$54,800 $92,700 $95,160

* (Lease Sav ings - Palmer Lab)
DEC  portion of current lease paid to 
DOA/GS through a RSA, will no longer be 
required after completion of the new facility.

($9,916) ($20,527) ($21,245)

Total Contractual: $0 $0 $97,849 $178,103 $183,955

* Adjusted annually by the probable Consumer Price Index.

P a g e  2 o f  2__
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F I S C A L  N O T E

S T A T E  O F  A L A S K A
2001 L E G IS L A T IV E  S E S S IO N

Revision Date/Time (Note if correction):_________________
Title: Bonding: Food Safety Lab Facility Construction

Dept. Affected: 
'BRII:
Component:

F isca l N o te  N u m be r:

B ill V e rs io n :

(S) P ub lish  Dat<

S B  24

1/10/01

Revenue
Revenue Operations
Treasury

Sponso":
Requester:

Rules Committee
Governor

E xpenditu res/R evenues

Component Number: 

(Thousands of Dollars)

121

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Debt Service

10.0
8.0 7.0 7.0 7.0 7.0 7.0

0.0 1,224.0 1,223.0 1,220.0 1,221.0 1,225.0
TOTAL OPERATING 18.0 1,231.0 1,230.0 1,227.0 1,228.0 1,232.0

CAPITAL EXPENDITURES I I
CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

18.0 1,231.0 1,230.0 1,227.0 1,228.0 1,232.0

TOTAL 18.0 1,231.0 1,230.0 1,227.0 1,228.0 1,232.0

Estimate of any current year (FY2001) cost: 0.0 
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)
Authorizes the issuance of 313,655,000 in Certif icates of Partic ipation for the construction of a seafood and food safety laboratory 
to be operated by the Department of Env ironm enta l Conservation.

Assum ing an  interest cost of 6.12% (approximately 0.75% above current rates), and a 20-year term, the annua l debt service 
payment w ou ld be approximately S1.22 m illion beg inn ing in fiscal year 2003 with a total repayment of approximately S24.4 m illion.

II is poss ib le that the State Bond Com m ittee  m ight prefer to shorten the term on  these bonds by two to five years to mainta in a 
h igher credit rating on the bonds. In this event, the required annua l paym ents cou ld increase by as m uch as S200.000 per year but 
total repayment would be reduced by as m uch as S3.1 m illion.

Deven Mitchell, Debt ManagerPrepared by:
Division
Approved by: Larry Persily, Deputy Commissioner

Phone 465-3750
Treasury Division Date/Time Dec. 7, 2000 

Date Dec. 8, 2000
Agency

(Rev 11/2000 OMB)

Department of Revenue
For distribution information, ca ll the Governor's Legis lative Office
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F I S C A L  N O T E

S T A T E  O F A L A S K A
2001 L E G IS L A T IV E  S E S S IO N

Revision Date/Time (Note ii correction):
Title: An Act related to entry into and financing of a

Sponsor:
Requester:

lease purchase for a seafood/food safely lab
Rules
Governor

Exp end itu re s/R evenues  
Note: Amounts do not include inflation unless otherwise noted below.

Dept. Affected:
^BRU:
Component:

Component Number: 
(Thousands of Dollars)

F isca l N ote  N u m be r:

B ill V e rs io n :

(S) P u b lish  D a te :

3 CORRECTED 
"SB"S3---------------

Administration 
Leases 
Leases

61

OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual 0.0 0.0 0.0 (54.9) (113.7) (117.7)
Supplies
Equipment
Land & Structures
Grants & Claims

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

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

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

Estimate of any current year (FY2001) cost: 
POSITIONS

0.0

Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)
The bill would authorize financing and construction of a new  laboratory facility that wou ld rep lace the current leased location in 
Palmer. The D iv is io n  w ill execute a lease purchase agreement for the lea se  purchase of a n ew  seafood and food safety laboratory 
in Anchorage.

Lease savings w ou ld  beg in  m id w ay through (January) FY2005 w hen we antic ipate occupy ing  the n ew  facility The specific lease 
and current costs are shown on the attached page. Annua l costs for the Palm er lease in FY2001 are budgeted in the Department 
of Administration's (DOA) Leases com ponen t as S98.0 of G enera l Funds and in the Departm ent of Env ironm enta l Conservation's 
operating budget and paid to DOA via  a S17.7 RSA. Future years estimated lease sav ings ha ve  been  adjusted to reflect the 
January occupancy  date and probab le C onsum er Price Index adjustments.

Costs for the des ign , construction, acqu is ition and construction contract com p lia n ce  are not in c luded in thte-fiscal note-as-those 
costs and assoc iated work w ill be borne by other slate departments.

Prepared by: 
Division
Approved by: 
Agency

(Rev 8/2COO OMB)

Chris Parce, Director 
Division of General Services

Phone (907)455-2250 
Dale/Time 12/13/00 1om

Commissioner Jin Duncan 
Department of Administration

Date 12/13/00

For distribution information, ca ll the Governor's Leg is lative O ffice
P a g e  1 o f  2_

O R I G I N A L
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A N A LY S IS : (c o n tin u e d )
Fiscal Note 

State of Alaska 
2001 Legislative Session

-it ■j

Current Palmer Laboratory Lease

Lease # Location Property Sq Ft

Net
FY2001 FY2001
Cost per Annual DOA

Year RSA Budget
(Annual) Amount (Annual)

'Estimated 'Estimated 'Estimated 
FY2005 FY2006 FY2007
DOA DOA DOA 

Reduction Reduction Reduction 
(1/2 year) (Annual) (Annual)

2359 Palmer Palmer Lab 9̂252 115,710 17,697 98,013 54.924 113,692 117.671

'Adjusted annually by the probable Consumer Price Index.



T o n y  K n o w l e s
Governor 

governor n gov.\n ilc.ok.ns

S t a t e  o f  A l a s k a

Office of the Governor 

Jlneal'

January 10, 2001

The Honorable Rick Halford 
President o f  the Senate 
A laska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear President Halford:

The state's food safety laboratory plays a vital role in protecting the health o f  Alaskans. It tests 
finfish, shellfish and dairy products to be certain they're safe for human consumption, certifies 
private drinking water laboratories, and works with commercial processors in developing food 
products.

The laboratory facility is now outdated and woefully inadequate. In addition, the current lease 
will soon expire, requiring the facility to be relocated. The Legislature has recognized the need 
for replacement through previous planning and design appropriations. This bill I transm it today 
is the next and final step in providing Alaskans with a worthwhile facility by setting up a 
bonding structure for its construction. The proposed method is the issuance o f  certificates o f  
participation for a lease-purchase agreement.

The anticipated total construction, acquisition, and other costs o f  the project under the lease- 
purchase agreement are not to exceed $13,655,000 and the total anticipated annual am ount o f  the 
rental obligation is $1,220,000. The total anticipated lease payments for the full term o f the 
lease-purchase agreement amount to $24,440,000. The state would own the facility at the end o f 
the lease term under the operation o f  the Department o f  Environmental Conservation.

In the interest o f  the public health for Alaskans and consumers o f  our food, fish and dairy 
products as well as the economic health o f these industries, I urge your prompt and favorable 
action on this measure.

Sincerely,

Tony KpCwles

R O . U ,.\  l n n i u l  
Juneau. A l j n k . i  l-nnui

(Oil" I 4A>;ol||!
Fax l vi)“ i 4h5*.;5 -2
M U It.ifHl* %/tf/t* iM



i f  e m T O N Y  K N O W L E S ,  G O V E R N O R

DEPT. OF ENV IRO NM ENTA L CONSERVATION

DIVISION OF ENVIRONMENTAL HEALTH 
DIRECTOR’S OFFICE 
555 CORDOVA STREET 
ANCHORAGE, ALASKA 99501 
http://www.state.ak.us/dec/deh

February 14, 2001

The Honorable John Torgerson 
Chairman, Senate Resources Committee 
Alaska State Senate 
Room 427, Capitol Building 
Juneau, Alaska 99801

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

e-mail: Janice_Adair@envircon.state.ak.us

FOR HAND DELIVERY

Subject: SB 24, Seafood and Food Safety Laboratory 

Dear Senator Torgerson:

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 to the long term costs to the state but also to the food industry in Alaska.

Enclosed you’ll find several pieces of information that I 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. I have also included information about the Financing as 
you asked about that specifically when we met on this legislation last month.

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 Division 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, 
the lease rate is $1.03/sq ft and it complies with the ADA. The owners are not interested in a 
15% reduction in their lease rate. In addition, the building is up 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

http://www.state.ak.us/dec/deh
mailto:Janice_Adair@envircon.state.ak.us


P age 2
T h e H on orab le John T orgerson  
February 14, 2001

♦ T h e fu n ction s o f  the laboratory are required regulatory fu n ction s for the sa le  o f  sh e llfish  and 
d airy products in national and international co m m erce . N o  other laboratory in the state 
p erform s th ese  fu n ction s, nor cou ld  they under the federal ru les.

♦  T h e laboratory a lso  cer tifie s  private, com m ercia l laboratories to con d u ct tests required under 
the S a fe  D rink ing W ater A ct (S D W A ) for p u b lic  w ater sy stem s. U n less  a private laboratory  
is  so  certified , E P A  w ill n ot accep t their test resu lts. S in c e  A lask a  is a prim acy state for  the 
d rinking w ater program , w e  can n ot accep t them  either.

T h is  laboratory is currently in Palm er, and our plan in c lu d es re locatin g  it to  A n ch orage. I rea lize  
that d ec is io n  a lon e is  fraught w ith  p o litica l con sid era tion s, so  let m e exp la in  w h y  it w as m ade.

♦ W e had to have a central location  that co u ld  re ce iv e  sh e llfish  sam p les as q u ick ly  as p o ss ib le  
from  m any areas o f  the state s in ce , in m ost c a se s , P S P  testin g  is  required b efore the product 
can  b e  p laced  into co m m erce . T hat m eant it had to h ave e a sy  a cc ess  to the A n ch orage  
International A irport.

♦ W e n eed ed  a s ite  on a p u b lic  se w e r  system , as m any o f  the ch em ica ls  u sed  at the lab cannot 
be p laced  in a sep tic  tank.

♦ W e a lso  n eed ed  a site  w ithou t e x c e s s iv e  vibration , dust or e lec trom agn etic  in terferen ce as all 
o f  th ese  th ings interfere w ith  the p erform an ce o f  the an alytica l eq u ipm en t.

♦ T h e lot n eed ed  to be b etw een  4 - 6  acres in s iz e  to  accom m od ate  the b u ild in g , parking, and  
sn o w  storage from  the parking lot.

♦ T o  k eep  the overall c o s t  o f  a n ew  fa c ility  as lo w  as p o ss ib le , the land sh ou ld  be sta te-ow n ed .

W e look ed  at land in the M u n icip a lity  o f  A n ch orage and in the M atan usk a-S u sitna B orou gh . 
T here w as on ly  on e lot that m et all o f  the ab ove-criteria  -  an u n d ev e lo p ed  site  on the southern  
sid e o f  T udor Street. A  happy s id e  b en efit o f  th is location  is  that w e w ill be c lo se  to  the n ew  
P ub lic H ealth  Laboratory. That w ill a llo w  for ea s ier  p ro fession a l in teraction, w hich  w ill be 
particularly im portant w hen  in vestiga tin g  a food  borne illn ess .

T he 1 'ation in A n ch orage w ill s ig n ifica n tly  b en efit the sh e llfish  industry and they are fu lly  
behind th is project. S h e llfish  grow ers and harvesters h ave to arrange and pay for transportation  
o f  their product to the laboratory th em se lv es . A n  A n ch orage location  w ill therefore reduce their  
co sts  s lig h tly , but m ost im portantly to  them , sp eed  up the d e liv ery  o f  th ese  tim e-sen sitiv e  sam p les  
to the laboratory for testin g . O n the other hand, our s ta ff  p ick s up sam p les for  the dairy industry  
and d elivers them  to  the laboratory as part o f  their routine tasks, so  an A n ch orage location  w ill 
not result in any ad dition al co s ts  to the dairy farm ers. A lso , their sam p les are as not tim e- 
sen sitiv e  as sh ellfish .



Page 3
The Honorable John Torgerson 
February 14,2001

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
♦ Laboratory Brochure
♦ State Supported Debt by Deven Mitchell
♦ Prior Capital Project budget details (FY 99 and FY 01)
♦ Memorandum from Hart Hodges, Northern Economics dated January 29, 2001
♦ Sizing Debt Service Schedule dated October 1, 2000
♦ Project Budget dated December 6, 2000
♦ AS 36.30.080-085 (Leases and lease purchases)
♦ Area Picture Overview

Cc: Deven Mitchell (without enclosures)
Department of Revenue

Walt Harvey (without enclosures) 
Department of Administration

Sincerely,

Director
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R Regional 
D Dive

S Southeast 
A Alaska

M hsIon Statement: To develop, expand, tm d enhance 
new and existing dive fisheries In Southeast Alaska.

F Fisher, is 
A Association

Julia Decker, Executive Director
Gig Decker, Executive Director's Assistant
Box 2138, Wrangell, AK 99929
Ph: 907-874-3110; Fax: 907-874-4270
gl3juHe@aptBU3sKa.net

State of Alaska Legislators 

February 5“ 2001

RE: SARDFA's su p po rt  o f  new  Food Safety Lab In Anchorage

Dear Legislators,

1 am writing to you on be half 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 diver 
representatives, one processor representative, and one municipal representative.

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.

SARDFA uses the current lab In Palmer for water testing and Paralytic Shellfish Poisoning (PSP) 
testing In order to conduct the 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 besting. 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 like to express its support of the construction of a new Seafood & Food 
Safety Lab In Anchorage. I  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.

mailto:gl3juHe@aptBU3sKa.net
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Growers
A S S O C IA T IO N .

J a n u a r y  1 9 ,2 0 0 1

Jitnice A dair, d irector
ADEC, Div. o f Environm ental Health
555 Cordova Street
A nchorage, AK 99501

m
II)

...AVfc'
!*IA3i:

Hear Ms. Adair: ..

I'm pleased to offer the support o f shellfish groyvers tbr the construction o f a 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 f  the Customers 
it serves, , *./.;.

I have visited the lab on several occasions over the post 10 yeara and l ainifiilly ' 

aware^of the antiquated nature of tlie facility. Tlie lapsing o f  the lease in the eufrehl 
facility may; be a blessing in disguise since the facility should baVe been repfaccd.years 
ago.:,' ••

For.shellfish growers, the shift to an Anchorage location makes a tremendous ! 
aftioiint o f sense, since logistics to Palmer have proven to be difficult and expensive.. F o r : 
example; when we send in water samples for analysis, we have 3 0 hours from  thci t i m e *. 
thoy nre collected until they have to be in the hands o f lab technicians. Whfie.thff leg : 
fiom Anchorage to Palmer doesn't sound significant, courier service to Palmer is|im i|tecl;. 
arid 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 tinic window would havefclapsed 
if  tfie samples had to wait for a courier delivery, . . . V' •;
., It is my understanding that roughly 80 per cent o f the Jab's business involves ' . : • • , 
seafood,.and the Anchorage location would be considerably more convenient fo f  moist o f  
the customers served by the lab. As a geoduck buyer, I tun painfully aware o f the 
difficult and expensive logistics o f getting PSP samples to Palmer from the Anchorage 
airport. From my long involvement on the ASMI board. I am aware that this is a.problern 
that many in the industry have in common.

According to information we received through briefings by DEC personnel, the 
shift to a facility in Anchorage also makes good fiscal sense since the building wriuld .be 
amortized over a 20-year period, resulting in significant savings in lease fees for tlie . . 
remaining life o f  the structure. . :

, One o f the concerns I've heard voiced about the new lab is tltnt the servtcis shbuld 
be crintrBCted out to the private sector, rather than investing in a new public structure. • { •. 
have been active in PSP testing mid water certification issues on a national level for 
ASGA, and huve investigated the use o f privatclaboratory services for my own farm. I

i1'
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RniJger P ain ter, v ice-president F  P.O. Box 20704 .lunM UiAK -99802 ^  Phorw /fas:;(907) 4 6 J -3 6 0 0
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have found that there are no private labs providing PSP tests in the IJ.S; arid the process 
o f  obtaining 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 o f the 
new food safety lab in Anchorage. Please let me know if there's anytliing I can do to 
further support this important project.
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1 4 2000

r e c e i v e d "

M a r in e

Ms. J a n ic e  Adair
Director, Division of Environmental Health 
555  C ordova  S tree t 
A n ch orag e , A laska 
USA 99501

D e a r  Ms. Adair;

I am  writing to you to e x p re s s  Jellett Biotek’s  support for th e  d ev e lop m en t of an  
e n h a n c e d  Food Testing Laboratory for Alaska.

As you know, Jellett Biotek h a s  b een  closely par tnered  with th e  D epartm ent of 
Environm ental C onservation  Lab in P a lm er for approxim ately  two years .  During 
this time w e  hav e  d ev e lop ed  and  validated te s t  kits for m arine  biotoxins, with th e  
intention to m ake  shellfish sa fe r  for c o n su m ers  in A laska, a s  well a s  e n s u re  high 
quality f isheries export products.

T h e  United Nations Food an d  Agriculture Organization (FAO) s e e  aquacu ltu re  a s  
th e  f a s te s t  growing protein so u rce  for the  world, and  h a s  projected shellfish 
growth a t  15% annually  over the  next 5 years .

W e  believe  A laska will participate in this growth and  h a s  the  right combination of 
e le m e n ts  to permit a  rapid expansion  in the  shellfish aq u acu ltu re  industry. A 
critical fac to r  in th e  growth of the  industry is to  e n su re  th e  p roducts  a re  of the 
h ighes t  san ita ry  quality. It is essen tia l  for th e  S ta te  of A laska to maintain s ta te  of 
th e  art, co m p reh en s iv e  testing serv ices  to e n s u re  this quality is m aintained.

It is for th e s e  r e a so n s  w e  support the  dev e lop m ent of e n h a n c e d  testing 
capabilities  for A laskan  shellfish resou rces .

A ttached  a re  exce rp ts  from an  online d iscussion  group  d iscussing  th e  shellfish 
a q u acu l tu re  potential in A laska. P le a s e  feel free  to co n tac t  m e  if you would like 
to d is c u s s  this further.

I0I Research Dr., PO  Box 790 D artm outh , NS B2Y 3Z7 Canada Tel: 902 424 8670 Ext. 147 Fax: 902 424 4679
W ebsite Address: http:\\www.innovacorp.ns.ca\jbiotek

http://www.innovacorp.ns.ca/jbiotek


PACIFIC A L A S K A  SHELLFISH, INC 
P.O. BO X  7498 

NIKISKI, A K  99635

January 2 4 ,2C01 

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

Dear Janice,

I 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 centralized 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 o f 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.



January 24, 2001
Page 2

This year will be our 2 1st season o f using the facility for 
water, 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 to 
the outcome o f the move. I f  there is anything else I can 
contribute please call me. Thanks for your continued stellar 
support o f our industry. Kudos to the entire crew.
Sincerely



Alaska
Seafood
International

January 15, 2001

AK Department of Environmental Conservation 
Attn: Janice Adair 
555 Cordova St.
Anchorage, AK 99501-2617

Dear Janice,

I am writing mis letter in support of your endeavors in upgrading the state microbiology 
lab. I 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 a third party verifications.

Sincerely,

David B. Kang 
Manager, Quality Control

ALASKA SEAFOOD INTERNATIONAL, LLC • 6689 Seafood Drive • Anchorage. Alaska 99518 
Tel (907) 770-8200 • Fax (907) 770-8370 • www.alaska-seafood.com

http://www.alaska-seafood.com


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

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

January 18, 2001
2221  e . N o r t h e r n  L i g h t s  B lv d . ,  # iio

ANCHORAGE, ALASKA 99508-4140 
PHONE: 907-274-9691 
FAX: 907-277-5242

Subject: Proposal to move the Seafood and Food Safety Laboratory

Lear Ms: Adair

Tlie University of Alaska Marine Advisory Program (MAP) applauds the initiative of the 
Alaska Department of Environmental Conservation and legislative action contained in HB 
51, SB 24 to move the Seafood and Food Safety Laboratory to Anchorage. Moving the 
laboratory to Anchorage is good news for the seafood industry. As an outreach program of 
the University of Alaska Fairbanks School of Fisheries and Ocean Sciences, 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 of seafood and aquaculture 
products are expected to increase, an Anchorage based laboratory will best suit the testing 
needs of these important industries. If you need any additional support information, please 
contact us.

Respectfully,

Raymond RaLonde 
Aquaculture Specialist

Dr. Donald Kramer 
Seafood Safety Specialist
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Seafood and Food 
Safety Laboratory #
&  A f t e r  3 0  y e a r s  in  t h e  s a m e  l o c a t i o n ,  t h e  S e a f o o d  a n d  F o o d  S a f e t y  L a b  

m u s t  m o v e .

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

a v a i l a b l e .  S t a t e  l a w  ( A S  3 6 . 3 0 . 0 8 3 )  p r o h i b i t s  a  lo 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  in  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 ld in g  is  f o r  

s a l e .

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



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

&  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  in  

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

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

c o m m e r c e .

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

s c h o o l s ,  t h e  m il i ta ry ,  a n d  in  i n t e r s t a t e  c o m m e r c e .

&  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 in k in g  w a t e r  a n a l y s i s  f o r  p u b l i c  

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

&  W o r k  w ith  c o m m e r c i a l  f o o d  i n d u s t r y  to  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 ?

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

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

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

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

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

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

c o s t s )

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



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

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

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

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

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

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

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

i n d u s t r i e s .

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

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

A ir p o r t ,

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

4k d id  n o t  h a v e  e x c e s s i v e  v ib r a t i o n ,  d u s t ,  o r  e l e c t r o m a g n e t i c  i n t e r f e r e n c e  t h a t  

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



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

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

4k F e d e r a l  d a i r y  r u l e s  r e q u i r e  c e r t a i n  t e s t s  t o  b e  c o n d u c t e d  b y  s t a t e  r e g u l a t o r y  l a b s

4k T h e  F e d e r a l  D r in k in g  W a t e r  A c t  r e q u i r e s  p r i v a t e  l a b s  t o  b e  c e r t i f i e d  b y  t h e  S t a t e

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

4k A ll r e g u l a t o r y  t e s t i n g  f o r  P S P ,  d o m o i c  a c i d ,  a n d  d a i r y  p r o d u c t s  a r e  f r e e ;  w e  

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

4k T e s t i n g  d e n e  a t  t h e  r e q u e s t  o f  f o o d  m a n u f a c t u r e r s  is  a l s o  a  b a r g a i n  b e c a u s e  o f  

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

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



&  T h e  S t a t e  w ill h a v e  n o  o p t i o n  b u t  t o  g o  o u t  f o r  a n  R F P  t h i s  s u m m e r  o r  fa ll.

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

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

P r o f e s s i o n a l  s e r v i c e s  c o n t r a c t s  -  a n d  t h e  f u n d i n g  t o  p a y  t h e m  - -  w o u ld  b e  

r e q u i r e d .

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

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

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

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


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

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

The program or function to be housed is temporary r r  
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 & 
Food Safety
L a b o r a t o r y

State of Alaska 
Department of Environmental Conservation 

Division of Environmental Health

Our lease is 
expiring and 

cannot be 
extended over the 

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

T  he State's Seafood and Food Safety Laboratory has resided at its present 
location in Palmer for over thirty years with only minor renovations or 
upgrades. The lease expired December 2000 with two one-year extensions 

available. A long term renewal is not an option. By January 2003, we must have 
a solid plan to replace the current lab.

We want to do our part to lessen the costs of government and provide long term 
savings. With a capital project approved in FY98, we hired a private consultant to 
evaluate the best option for replacing the Seafood & Food Safety Laboratory. That 
evaluation showed the most cost effective option to be a state owned facility. 
Because of the highly specialized needs of any laboratory, building a new facility 
was found to be much less expensive than renovating pre-existing space.
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L e a s e d  Own B8

A s s u m p t i o n s :
Private developer must repay debt within IO years.

-• Private developer will require lease payments during yrs 11-20 that arc 75% o f  payments for yrs 1-10



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

<1 Conducts product and water sampling required by the National Shellfish 
Sanitation Program (NSSP) so that shellfish can be commercially 
marketed.

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

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

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

£2 Certifies private laboratories to do bacteriological monitoring - required by the Safe Drinking Water Act - 
so these labs can run official drinking water samples.

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

£2 Performs animal testing to maintain USDA brucellosis certification, which is required for interstate and 
international shipment of cattle.

v£ Tests for equine infectious anemia in horses intended for interstate shipment or that will be entered in state 
fairs or other special events to prevent the spread of disease.

v2 Evaluate fish kill samples to determine possible causes.

C u ito M & U  o f  S e a fo o d  &  F o o d ' L a b o ’w d b ty

Shellfish Growers/Harvesters S e a f o o d  a n d
A Seafood Processors

.  o ° d  S a f e , ,Dairy Farmers and Processors

D,T.'3:e 'C o^ -p s ' - c i a 1 Labs

Private/Commercial Horse & L a b o r a t o r yCattle Owners

Municipalities

Reindeer Herders/Slaughterers



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

We have examined four basic financing alternatives for design and construction of a new 
Seafood and Food Safety Laboratory: 1) capital budget appropriation. 2) general obligation 
financing. 3) lease financing, and 4) private lease. A brief description of each, including 
advantages and disadvantages, is presented below:

S ta te  C ap ita l B udget A ppropria tion
Least expensive in the long-run. Debt issuance costs of $200,000 and all interest could be 
avoided but the full construction cost of $13,765,000 would need to be appropriated in one 
year.

G enera l O bligation B onds
In accordance with state law, this option is available for supporting debt only with voter 
approval, a process that would add at least 2 years to the construction period, meaning a new 
facility would not be ready for 5-6 years.

L e a se  F inancing
This is commonly used technique of financing construction of public facilities purchased by 
State agencies around the U.S. Since the facility would be used for a "public purpose." the 
interest on such debt would carry the same tax-exempt status as the State's general obligation 
debt, however, the interest rate would likely be .2 to .3% higher.

P riv a te  L ease
This is the most expensive option. No existing laboratory facilities are currently available for 
lease. A private developer would need to construct a new. build-to-suit facility to meet 
requirements. Loa&^ackages available to private developers for construction have higher 
interest rates, and are typically repaid within 10 years. Annual lease costs would therefore be 
much higher than finance options available to the State. It is estimated that a new build-to- 
suit leased facility would cost approximately $38,056,000 over a twenty year period.

R eco m m en d ed  A pproach
Lease financing through the sale of bonds with a small capital budget appropriation of 
$310.000 to cover non-bondable construction costs.
S te p  1: The Legislature enacts a bill that authorizes the Department of Administration to 
enter into a lease financing transaction.
S te p  2: The Legislature approves capital budget appropriation to fund non-bondable 
project costs.
S te p  3: The State Debt Manager submits recommended bond sale plan to the State 
Bonding Committee. After review and approval by the Committee, the State Debt Manager 
negotiates rate and terms.
S te p  4: Funds available for project execution (approximately 90 days after legislative 
approval).

Recommended 
approach - lease 
financing through 
sale of bonds.

Total bond sale: 
$13,655,000 
(including 
$200,000 
issuance costs) 
with a capital 
appropriation of 
$310,000 for 
nonbondable 
construction 
costs.

Total debt with 
interest over 20 
year term is 
estimated at 
$24,433,600.
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H o w  T h e  L a b  S u p p o r t s  P r i v a t e  I n d u s t r y

No one e ls e  can  do w h a t 
w e do
Paralytic Shellfish Poisoning. PSP
No commercial or private 
laboratory in the United States tests 
food products for PSP. U.S. FDA 
no longer certifies private 
laboratories for PSP testing. Several 
factors discourage private industry 
from PSP testing, such as the legal 
liability, seasonal need for testing, 
use of live animals, ahd high start­
up costs.

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

Approve Commercial Labs to 
Test Drinking Water
Under the federal Safe Drinking 
Water Act, private laboratories that 
test public water supplies must be 
certified by state governments. The 
Seafood & Food Safety Lab 
’•.erforms this service for those 
private labs.

A ffordable lab o ra to ry  
s e rv ic e s  a re  n e e d e d  on 
a l o n g - t e r m ,  
d e p e n d a b l e  b a s i s
Continued access to national and 
international markets, especially 
for Alaska's shellfish and daily 
products.
Over 50% of all seafood 
processed in the U.S. comes from 
Alaskan waters. The shellfish 
industry is a growing, integral

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

Continued eligibility fo r  military and 
school contracts for daily processors. 
To bid on military and school 
contracts, dairy processors must be on 
the Interstate Milk Shippers List, 
which requires compliance with the 
Pasteurized Milk Ordinance (PMO). 
The Seafood & Food Safety Lab staff 
routinely evaluate Alaska's milk 
producers and processors to make sure 
they meet PMO requirements.

Private/commercial labs must be 
certified by the State in order for EPA 
to accept their analyses o f public 
water system samples.
The Lab supports private laboratories 
by certifying their capacity to test 
public drinking water sources. Thirty- 
three laboratories, all located in the 
state, are certified by the Seafood & 
Food Safety Lab for microbiological 
analysis of drinking water as required 
by the federal Safe Drinking Water 
Act. By having certified laboratories 
to test their water supplies, the public 
can be sure that the test results are 
accurate.

Low-cost product testing is helping 
Alaskan industries.
The Stat Seafood & Food Safety Lab 
is able to keep PSP testing costs low 
since insurance premiums and profits 
are not an issue. Milk products are 
tested for free by the Seafood & Food 
Safety Lab. Private labs would have to 
charge for these services.

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

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

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

Alaska is the largest wild 
salmon producer in world.

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



Q u e s t i o n s  a n d  A n s w e r s

W h y  d o e s  o w n in g  m a k e s  m o r e  s e n s e  t h a n  le a s in g
Why now ?
Our lease expired December 2000 
and we cannot obtain another long­
term lease. Also, the building the 
lab is currently in is for sale. One 
way 01* another, we have to move.

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

Can you c o - lo c a te  w ith 
new  Public H ealth  Lab?
The Public Health Lab has limited 
expansion capability and is 
surrounded by wetlands or 
easements.

W here will th e  new  
Seafood  & Food S afety  
Lab be?
We need a site that:
. Has ability to receive samples 

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

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

excessive vibration, dust, or 
electromagnetic interference.

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

The Anchorage Planning and 
Zoning Commission approved the 
location of our lab at this site, 7-0.

No a c c e p ta b le  s p a c e  is 
cu rren tly  ava ilab le .
We heavily researched all options. 
No building in Anchorage or Mat- 
Su would meet our needs without 
extensile renovation.

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

L abs req u ire  highly 
sp e c ia lized  w ork 
en v iro n m en ts  th a t  m u st be 
in c o rp o ra te d  into th e  
d es ig n  of th e  s tru c tu re .
Not only do labs have equipment 
such as incubators and walk-in 
freezers, they also have specific 
structural needs such as expanded 
ventilation systems and vibration- 
free areas. Because of the highly 
specialized needs of a lab facility, 
it's cheaper to build a new facility 
designed from the get-go as a lab.

A s  t h e  A l a s k a n  
| e c o n o m y  h a s  g r o w n ,  

s o  h a s  t h e  d e m a n d  
f o r  l a b o r a t o r y  

s e r v i c e s .  T h e  f o o d  
s a m p l e s  r e c e i v e d  

h a v e  i n c r e a s e d  f r o m  
6 0 0  in  1 9 6 6  t o  o v e r  

1 0 ,0 0 0  in  1 9 9 9 .

D i v i s i o n  o f  E n v i r o n m e n t a l  H e a l t h  
Safe  W a te r*  Safe F o o d .. H ea lthy  C o m m u n lt ie s tt.

It’s  ch eap e r!
By constructing our own building, 
the State would immediately realize 
savings. With construction costs 
spread out over 20 years, the State 
would have lower annual loan 
payments than lease payments. This 
is primarily because private 
developers typically try to recover 
their investment within the first I0 
years whereas the State could take 
20 years to pay off the debt. Also, 
private developers would have a 
larger investment than the State due 
to higher borrowing rates. But, the 
most significant cost savings would 
occur after loan payments end. 
Lease payments would continue.

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

1/10/01



S ta te  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 under the Alaska Constitution because the 
State's payments on the debt obligations, even if they are the subject of a contractual 
commitment, are subject to annual legislative appropriation. As a result, voter approval of 
such debt is not required.

The total of 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 Corpora , ion 
(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 S10 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 lease payments from the lessee (State) and by the leased facilities.

Lease-purchase obligations may provide for the acquisition of the property by the lessee 
by the end of the lease. Alternatively, the term of the lease, the lease payments, or 
purchase option price are such that the lessee (State) is considered the owner of the 
property for accounting, credit, or federal tax purposes from the outset of the lease. As a 
result, the interest portion of the lease payments is treated as tax-exempt interest income 
under the federal income tax.

A lease-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 o f  buildings financed by private developer lessors by public 
!:suance o f  debt through AIDE A. In these financings, the leases are also the security fo r  the financing.
While the State does not acquire or have an option to acquire the facilities leased, in some cases the term o f  
the lease or amount o f  lease payments would be such as to qualify the financing as a lease-purchase from  
an accounting, credit, or federal lax 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 o f  these lease financings are revenue bonds 
o f  A IDEA, backed by the lease revenues, blit with a standby purchase agreement from  a bank in the event 
the State fa ils  to renew the lease. I f  exercised, the bank purchases the bonds as an investment and held not 
fo r  resale. Other lease financings are general obligations o f  AIDEA, backed by the Authority's general 
assets and revenues. At this point, the State has not determined what amount o f  credit exposure it has fo r  
these AIDEA lease financings. It may be that standby purchase agreements and A IDEA's general 
obligation pledge would cover all financing requirements o f  lease-purchase obligations. This would 
provide a layer o f  credit insulation between the debt and the State that 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 of Participation (COP's)
Amount Outstanding Hnal

Date Issued at 6/30/00 Maturity
Seward Student Service Center 7/24/90 S 4,560 S 6/15/00
Kenai Court House 7/24/92 4,275 1,630 7/1/02
Wildwocd Correctional Center Acquisition 12/10/92 5,655 - 4/1/00
Palmer Court House 7/1/93 3,300 1,155 12/ 1/02
Court Plaza Building 8/1/93 5,500 435 9/1/00
Anchorage Times Building 6/2/94 6,153 2,969 9/1/03
Soldotna Maintenance Facility 9/1/97 4,900 4,165 1/1/08
Fairbanks Courthouse 10/15/97 29,900 27,410 1/1/13
Palmer Airport Fire Facility 12/15/97 5,995 4,460 6/15/07

Anchorage Health Lab 1/1/98 18,440 15,435 1/1/08
Spring Creek Correctional Center (refunding) 6/15/98 28,040 21,881 9/1/06
Total Certificates of Participation S 1 l'677Tir S 79,540"

1 Excludes Alaska State Housing Authority lease revenue bonds. 
Source: Department o f  Revenue official statements
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is appropriated to the Regulatory Commission of Alaska for fiscal year 2001 expenditures.

* Sec. 26. RETAINED FEES. The amount retained to compensate the collector or trustee 

of fees, licenses, taxes, or other money belonging to the state during the fiscal year ending 

June 30, 2001, is appropriated for that purpose to the agency authorized by law to generate 

the revenue.

* Sec. 27. SALMON ENHANCEMENT TAX. The salmon enhancement tax collected 

under AS 43.76.010 - 43.76.028 in calendar year 1999 and deposited in the general fund under 

AS 43.76.025(c) is appropriated from the general fund to the Department of Community and 

Economic Development for payment in fiscal year 2001 to qualified regional associations 

operating within a region designated under AS 16.10.375.

* Sec. 28. SHARED TAXES AND FEES. The amount necessary to refund to local 

governments their share of taxes and fees collected in the listed fiscal years under the 

following programs is appropriated to the Department of Revenue from the general fund for 

payment in fiscal year 2001:

REVENUE SOURCE FISCAL YEAR COLLECTED

WORK D RA FT  WORK DRA FT  1-LS1304U

fisheries taxes (AS 43.75) 2000

fishery resource landing tax (AS 43.77) 2000

aviation fuel tax (AS 43.40.010) 2001

electric and telephone cooperative tax (AS 10.25.570) 2001

liquor license fee (AS 04.11) 2001

* Sec. 29. STATE DEBT AND OTHER OBLIGATIONS, (a) The amount required to pay 

interest on any revenue anticipation notes issued by the commissioner of revenue under 

AS 43.08 is appropriated from the general fund to the Department of Revenue for payment 

of the interest on those notes.
(b) The amount required to be paid by the state for principal and interest on all issued 

and outstanding state-guaranteed bonds is appropriated from the general fund ro the state bond 

committee for payment of principal and interest on those bonds.

(c) The sum of 513,813,530 is appropriated from the general fund to the Alaska debt 

retirement fund (AS 37.15.011).
(d) The sum of $12,857,805 is appropriated from the Alaska debt retirement fund 

(AS 37.15.011) to the state bond committee for trustee fees and lease payments relating to

S C S  C S H B  312CFIN) -46-
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certificates of participation issued for real property.

(e) The sum of S I,906,977 is appropriated from the International Airports Revenue 

Fund (AS 37.15.430) to the state bond committee for payment of debt service and trustee fees 

on outstanding international airports revenue bonds.

(f) The sum of S52.818.852 is appropriated to the Department of Education and Early 

Development for state aid for costs cf school construction under AS 14.11.100 from the 
following sources:

Alaska debt retirement fund (AS 37.15.011) S23,481,517

School fund (AS 43.50.140) 29,337,335

(g) The sum of S3.541.385 is appropriated from the general fund to the Department 

of Administration for payment of obligations to the Alaska Housing Finance Corporation for 
the Robert B. Atwood Building in Anchorage.

(h) The sum of 51,680,000 is appropriated from interest earnings of the Alaska clean 

water fund (AS 46.03.032) to the Alaska clean water fund revenue bond redemption fund 

(AS 37.15.560) for payment of principal of and interest, redemption premium, and trustee fees, 

if any, on bonds issued by the Alaska clean water fund under AS 37.15.560.

(i) Section 69, ch. 2, FSSLA 1999, is amended to read:

Sec. 69. The [IN ADDITION TO THE AMOUNT REQUIRED TO BE PAID 

BY THE STATE FOR PRINCIPAL AND INTEREST ON ALL ISSUED AND 

OUTSTANDING STATE-GUARANTEED BONDS, THE] sum of S2.450.000 is 

appropriated from the general fund to the Alaska debt retirement fund 

(AS 37.15.011) [STATE BOND COMMITTEE FOR PAYMENT OF ADDITIONAL 

PRINCIPAL AND INTEREST ON THOSE BONDS].

* Sec. 30. STATE TRAINING AND EMPLOYMENT PROGRAM. The lapsing balance 

of the employment assistance and training program account (AS 23.15.625) on June 30, 2000, 

is appropriated to the employment assistance and training program account for the fiscal year 
ending June 30, 2001.

* Sec. 31. STATEWIDE PRIMARY AND GENERAL ELECTION YEAR COSTS, (a) 

The sum of 51,629,000 is appropriated from the general fund to the Office of the Governor, 

division of elections, for costs associated with conducting the statewide primary and general 

elections in the fiscal year ending June 30, 2001.
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^  Food Safety Laboratory FY1999 Request: $145,700
Reference No: 30694

J A N - 2 6 - 2 0 0 1  F R 1  0 6 : 5 7  P/1 ADEC D iV  ADM IN SER V  FAX NO, 9 0 7  4 6 5  5 0 9 7  y, 01

AP/AL: Appropriation Project Type: Health and Safety
Category: Health/Safety
Location: Statewide Contact:
Election District: Statewide Contact Phone: ( ) -
Estimated Project Dates: Unknown - Unknown •

Brief Summary and Statement of Need:

Funding:
FV1999 FY2000 FY2001 FY2002 FY2003 FY2004 Total

Gen Fund $145,700 $3,854,300 $4,000,000

Total: $145,700 $3,854,300 $0 $0 $0 $0 54,000,000

□  State Match Required Q3 One-Time Project □  Phased Project □  On-Going Project
0% = Minimum State Match % Required □  Amendment □  Mental Health Bill

Operating & Maintenance Costs:
Amount Staff

Total Operating Impact: 0 0
One-Time Startup Costs: 0

Additional Estimated Annual O&M: 0 0

Prior Funding History / Additional Information:

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

Department of Environmental Conservation 
Reference No: 30694
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Food Safety Laboratory FY1999 Request: 
Reference No:

$145,700
30694

The Palmer laboratory has been in its current eased location for over 25 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 costs 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 UP 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
1/26/01 5:47:18 PM Page: 2



fciivironmental 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 D istrict: Statewide Contact Phone: (907)269-7645
Estimated Project Dates: 7/1/2000 - 6/30/2005

Brief Project Summary and Statement 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 $240,000

Total: $240,000 $240,000

j  State Match Required V ,  One-Time Project ~ j  Phased Project r j  On-Going Project

= Minimum State Match % Required [7 j Amendment f j  Mental Health Bill

Operating & Maintenance Costs:
Total Operating Impact: 

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

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

Amount
0
0
0

Staff

0

0

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 building 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



M em orandum
TO: Janice Adair, Department of Environmental Conservation

Bert Hartley, Department of Environmental Conservation 
From: Hart Hodges, Northern Economics 
Date: January 29, 2001 
Re: Seafood arid 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 o f  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 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 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 and 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)
“ Private interest rate is 9.5 percent (unchanged)
■ The capital cost for the project is estimated to be 51 3 , 6 5 5 , 0 0 0  (higher than in early 

reports)

8 8 0  H S T R E E T , S U IT E  2 1 0  
A N C H O R A G E , A LA SK A  995 0 1  
(9 0 7 ) 2 7 4 -5 6 0 0  FA X  (9 0 7 ) 2 7 4 -

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



o f risk and the  re tu rn  necessary to a ttrac t a private  developer (a private  developer w ou ld  

expect to  b o rro w  m oney a t a h ig h e r rate and earn a re turn  on the  investm ent). Actual rates 

available to  the  state or a priva te  developer m ig h t d iffe r s lig h tly  fro m  the rates used in 

these ca lcu la tions, b u t the re la tive  d ifferences shou ld  be s im ila r to  the d ifference in these 

fig u res ... and it  is the d ifference in the rates th a t is c ritica l.

The fo llo w in g  tables show  cost com parisons fo r  tw o  d iffe re n t o p tio ns  (bu ild  to own and 

lease to  own) and tw o  d iffe re n t p lann ing  horizons. The lease a rrangem ent o p tion  does n o t 

include ad justm en ts  to  tlie  in te res t rate to  account fo r  developer p ro fit. However, the  same 

p rinc ipa l am o un t o f $13 .66  m illio n  is used fo r  both  the state ow ned o p tion  and the lease 

arrangem ent. It could be assum ed tha t the private deve loper w ou ld  com ple te  the p ro ject 

fo r  a sm alle r d o lla r am o un t and the  d ifference could  be viewed as p ro fit.

Table 1 shows costs, by m a jo r category, when loans m ust be repaid w ith in  10 years.

Table 1. Cost o f Seafood and Food Safety Lab, State Owned vs. Lease A rra nge m e n t -  1 0 -

Year H orizon

Fiscal
Year

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

Principal Interest Total Capital 
Cost

Principal 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,->54 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 p lann ing  ho rizo n . The capita l re qu ire m en t and in terest 

rates are the same as those given fo r Table 1. In a d d itio n , the fo llo w in g  assum ptions are 

added:

■ Private develop m ust repay d eb t w ith in  10 years.



Private deve loper w ill requ ire  lease paym ents d u rin g  years 1 1 -2 0  th a t are 75 percent o f 

the  paym ents fo r  years 1 -1 0 .

The state could own the  leased fa c ility  at the end o f the 2 0 -ye a r horizon .

Table 2. C ost o f Seafood and Food Safety Lab, State Owned vs. Lease A rrangem ent -  2 0 -

Year H orizon

Fiscal

Year

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

Principal Interest Total Capital 
Cost

Principal and 
Profit Interest

Total Capital 
Cost

2002 367,233 832,955 1,200,188 877,554 1,297,225 2,174,779

2003 389,634 810,554 1,200,188 960,922 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 1,200,188 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
i

/  1,631,084 0 1,631,084

3



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 ,084 0 1 ,631,084

T o t a l 13 ,655 ,000 10,348 ,758 24,003 ,758 29 ,965 ,845 8 ,092 ,793 38 ,058 ,638

These tw o  horizons were chosen fo r a va rie ty  o f reasons. The m a jo r reason fo r  not 

cons ide ring  a longer p lann in g  period is the fac t th a t leases fo r lab fac ilities  w ou ld  n o t be 

expected to  extend beyond 20 years. In a d d itio n , a private deve loper w o u ld  no t be like ly  to 

receive a loan fo r  much m ore than 10 years fo r th is  type  o f p ro jec t.

The o p tion  to  have a private  developer renovate an e x is ting  fa c ility  and lease it to  the state 

is n o t presented in the  tables because o f the fin d in g  (presented in earlie r reports) th a t the 

cost to lease a bu ild in g  th a t has been renovated is very s im ila r to  the cost o f  leasing a 

new ly co nstruc ted  fac ility . In add ition , there is a s ig n ifica n t a m o un t o f uncerta in ty  

su rrou nd in g  the cost o f  renovation, as well as the opera ting  cost o f  such a fac ility , because 

the actual co n fig u ra tio n  o f the space cannot be know n w ith o u t having a specific  b u ild in g  to 

consider.

Yet ano the r o p tio n  w ou ld  be fo r  the state to  purchase and renovate a b u ild in g  o r renovate 

an e x is tin g  state b u ild in g . No in fo rm a tio n  was available on the stock o f  b u ild in gs  tha t 

m ig h t be considered fo r  th is op tio n . In earlie r reports , no b u ild in g  was id e n tified  th a t could 

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

The fo llo w in g  tw o  graphs show  the same in fo rm a tio n  th a t is p rov ided  in Table 1 and Table 

2.

Figure 1. C um ulative  Cost (No D iscoun ting ) -  1 0 -Y ea r H orizon
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COMPARISON OF NUMBER OF INSPECTIONS1 PER INSPECTOR FOR
FY ’99, FY ’00, and FY ’Ol2

SEAFOOD (ACTIVITY REPORTS)

INSPECTOR
# of Inspections 

F Y ’ 99 FY  ’00 F Y ‘01

Total Hours/InspcctionJ 

FY  ’99 FY  ’00 FY ‘01

Carlson 107 50 71 2.4 2.2 2.7
Farrington 63 67 57 3.9 3.1 4.2
Gardner 28 35 45 6.0 4.6 6.8

Lindamood — — 1 — — 17.0
Park 51 20 14 3.1 2.6 3.6

Pearson 39 — — 5.1 — —

Pressley 102 41 29 3.0 8.3 5.3
Stark — 1 — — 3.0 —

Thomas 36 59 58 3.6 4.3 5.3
Tierney 139 — 33 3.4 — 3.3
Tufto — 1 7 — 6.5 3.9

Widtfeldt 13 111 9 4.5 4.4 5.5
pections.Inspections do not include field/spotcheck and temporary insp 

: Fiscal years for purposes o f comparison are based on the first two quarters o f each fiscal year -  July through 
December

' Hours are rounded to the nearest tenth. Total time includes actual inspection time, compliance, and file reviews.
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Sizing Debt Service Schedule 
DEC 

F&SUb
Fiscal Coupon C>»rt Maturing Periodic Grots Semi- Cap OebtSwRsv CntgncyFnd NelSeml- Nat Flacal
Ye Dato Cpn Dale Principal Interest Ann! Obi Svc tnl InliPrin InttPrin AnnlDbtSvc Dbt Svc

2 1/15/2C02
3 7/(5/2002 652,968.93 662,968.93 662,988.93
3 IMS/2003 N S.370 16S,000.00 420,204.25 585,204.25 595,204.25 1.248,193.18
<1 7/15/2003 415,774.00 415,774.00 415.774.00
-1 1/15/2004 N 5.620 420.000.00 415.774.00 835,774.00 835.774.00 1.251,548.00
5 7/15/2004 403,972.00 403,972.00 403,972.00
5 1/1 S/2005 N 3.470 440,000.00 403,972.00 843.972.00 343,972.00 1,247.944.00
G 7/15/2005 391,938,00 391,933.00 391.938.00
6 1/15/2000 N 5.510 465.000.00 391,938,00 850,938.00 850,938.00 1,248.876.00
7 7/15/2006 379,127.25 379,127.25 \ 379,127.25
7 1/15/2007 N 6.550 490,000.00 379,127.25 869,127.25 869,127.25 1,248.254.50
3 7/1 S/2007 365.529.75 365,529.75 365,529.75
6 1/1S/2008 N 5.S70 520,000.00 365.529.75 885,529.75 885.529.75 1.251,059.50
0 7/15/2008 351,047,75 351,047.75 351,047.75
9 1/15/2009 N 5.030 6:0,000.00 351,047.75 90I.047.7S 901,047.75 1,252,095.50

10 7/15/2009 335,565.25 335,565.20 335,565.25
10 I/1S/20I0 N 5.680 500,000.00 335,565.25 915,505.25 915,565.25 1,251,130.50
11 7/1S/2010 319.003.25 319,093.25 319.093.25
11 1/15/2011 N 5.740 610,000.00 319,093.25 929,093 25 929.093.2S 1.240,166.50
12 7/1 S/2011 301,586.25 301,586.25 301,586.25
12 1/15/2012 N S.88C 045,000.00 301,566.25 040,588,25 S4G.S8G.25 1,240,172.50
13 7/15/2012 262,823.25 282,623.25 292,623.25
13 1/1 S/2013 N 5.900 695,000.00 282,623.25 967,623.25 S67,623.25 1,250.240.50
14 7/15/2013 262,415.75 262.415.75 • 262.415.75
14 1/15/2014 N 5 990 725,000.00 262,415,75 987,415,75 987,415.75 1,249,031.50
IS  7/15/2014 240,702.00 240,702.00 240,702.00
IS  1/15/2015 N 0.080 770.000,00 240,702.00 1,010,702.00 1.010,702.00 1,251,404.00
16 7/15/2015 217,371.00 217,371.00 217,371.00
16 1/15/2016 N 0.140 815,000,00 217,371.00 1.032,371.00 1,032,371.00 1,249.742.00
17 7/152010 192,350.50 102.350.50 192,350.50
17 1/15/2017 N C.200 86S.000.00 192,350.50 1,057,350.50 1.057,350.50 1,249,701.00
18 7/15/2017 185,535.50 165,535.50 165,535.50
16 1/15/2018 N 6.260 920,000.00 165,535,50 1.085.535.50 1 1.085.535,50 1.251,071.00
19 7/15/2018 138,739.50 130,739.50 130,739.50
19 1/15/2019 N 0.300 080,000.00 130,739.50 1,116,739.50 1,116,739.50 1,253,479.00
20 7/15/2019 105,869.50 105,809.50 105.869.50
20 1/1S/2020 N 6.350 1,040,000.00 105.809.50 1,145.369.50 1,145 869.50 1,251,739.00
21 7/15/2020 72.849.50 72.849.50 72,849.50
21 1/15/2021 N 6.3 60 1,105,000.00 72 849.50 1,177,849.50 1,177,849.50 1,250,699.00
22 7/15/2021 37,000.00 37,600.00 37,600.00
22 1/15/2022 N 0.400 1,175.000.00 37,600.00 1,212,600.00 1,013.33 1,211,561.67 1.249.181.07

vjss.moc ll.0U.S71lt 2S.007.S7S It 1.011.11 zs.ooz.ssi.es 2S.002JS4.es,

True Interest Cost (TIC)......................... Arbitrage Yield Limit (A YI-)..................... .... 6.1152016 \\
//«/ Interest Cost (NIC)....-.....-............ Arbitrage Nit Interest Cost (ANIC).... ______ 6.2629858
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P R O J E C T  N A M E : D E C  F o o d  S a f e t y  L a b o r a t o r y  - AN CHORAGE
PROJECT HO: 54814
DOTCPF MANAGER: Matt Tanaka PE (269-0824) ____________
C L IE N T  A G E N C Y : D e p t ,  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n
C O N T A C T : B e r t  H a r t l e y  (269-7662) F A X  269-7654

Palmer Lab, Dick Barrott (745-3236) ___ ____

P R O J E C T  B U D G E T Dato Budget Prepared: 12/6/00
Budget Revision: After Concepts
Client Concurrence: ___

(signature L data)

STAGE OF PROJECT:
 Startup X Programming  Schematic Design
Constr. Document  Bid Period  Award  Conatr. (

Design development 
_% Complete) Closeout

DESIGN PHASE: BUDGET [ COMMENTS:
D es ig n  Fees  
D es ign  A/E C o n t in g e n c y  
D es ig n  A dm in is t ra t io n  B ldg  
Right-of-way (NB)
U tilities
E n v iro nm en ta l (NB) 
T e ch n ic a l S e rv ic e s  (NB) 
T o ch n lc a l S e rv ice s  
Pro-Award A ud it (NB)
MOA P la n  R ev iew s
M isc . M ee t in g s
ICAP D o s lg n  P hase (NB)

D E S IG N  P H A S E  T O T A L

$938,829
$161,529
$76,888
$12,000
$30,000
$14,000
$8,000

$30,000
$3,500

$35,720
$25,000
$26,710

Consulting fees for design
Allowance for design amendments
DOTCPF project management
Acquire land interests, easements
Utility permits, casements
Investigations and . jpocta
Advertise and award contract
Plan seta reproduction costs
Audit prior to contract award
Plan review fee
Public meetings, PfcZ, UPC presentations
2% for DOT administration

CONSTRUCTION PHASE: BUDGET COMMENTS:
C o ns tru c t io n  C o n tra c t 
B id d ing  C o n t in g e n c y  
C hang e  O rd e r R ese rve

S ub to ta l (or C o n s tru c t io n  Contract:

M2  B ld/Constr. A s s is ta n ce  
S p ec ia l In s p e c t io n  
S ite C le a r in g  
Cons tr. A dm in is tra t io n  
Artwork, AS  35.27.020 
G roup  II F u rn is h in g , F ix tu re s , E q u ip  (FFE)
Lega l (NB)
C o n cu rre n t R e v iew  (NB)
Pro ject C o n t in g e n c y  
ICAP C o n s tru c t io n  P haso  (NB)
B io  Safety L e ve l 3 (BSL3) F ea tures

58,310,000
$249,300
$831,000

$ 9 ,3 9 '0 , W

20,500 af. Type I FFE, utilitios, access
3% bidding contingency
10% change order reserve

$224,400
$40,000
$10,000

$330,445
$91,500

$1,372,138
$7,800
$3,000

$415,500
$235,000

Partial bid, construction assistance by A/E 
per 1997 UBC____________________
provontion of migratory bird nesting______
DOTfcPF construction administration, inspection
1% for Art per ASCA
Typo II FFE budget per DEC
Contract reviews and protests
Project review and closeout
5% of conatr contr for scope creep, unknowns 
21 for DOT administration

$282,400 | Comploto design and construct cost to
convert micro area to BSL3

C O N S T R U C T IO N  P H A S E  T O T A L $ 1 2 ,4 0 2 ,500~~1

TO TA L  D O T& P F  BU D G ET  

P R O JE C T  F IN A N C IN G  

T O TA L  P R O J E C T  B U D G ET  

(NB) B U D G E T  IT E M S  

BOND E L IG IB L E  B U D G ET

$13,764,700 |

$200,000]
$ 1 3 ,9 6 4 ,7 0 0  |

COMMENTS: Assume site on DMVA pad.
Costs are adjusted from 2/14/00 estimate 
based on refinement of conceptual design. 
Budgot items determined ineligible for 
Certificates of Participation (bonds) 
aro identified (NB).

$310,010 I

$ 1 3 , 6 5 4 , 6 9 0  |



S t a t e  P r o c u r e m e n t  C o d e §  3 6 . 3 0 . 0 8 0

L. 36.30.070. Supply management. The commissioner shall adopt regulations 
ming
'management of supplies during their entire life cycle;

("sale, lease, or disposal of surplus supplies by public auction, competitive sealed 
#ng. or ot^er appropriate method;
L purchase of surplus supplies by an employee of the using or disposing agency; and 

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

3 6 .3 0 .0 8 0 . Leases, (a) The department shall lease space for the use of the state 
agency wherever it is necessary and feasible, subject to compliance with the 

uirements of this chapter. A lease may not provide for a period of occupancy greater
ItMhan^O years. An agency requiring office, warehouse, or other space shall lease the space 
^through the department.

[R ep ea led , § 11 c h  75 SLA 1994.] 
pijk(c) If the department, the Board of Regents of the University of Alaska, the legislative 
,Jtr-'- Council, or the supreme court intends to enter into or renew a lease of real property with 
i'zign annual rent to the department, University of Alaska, legislative council, or supreme 

court that is anticipated to exceed $500,000, or with total lease payments that exceed 
~/J2 600,000 tor the full term 'of the lease, including any renewal options that are defined 

’JpMi the lease, the department, the Board of Regents, the legislative council, or supreme 
v- Jeourt shall provide notice to the legislature. The notice must include the anticipated 
^  annual lease obligation amount and the total lease payments for the full term of the lease.
'r _ iyhe department, the Board of Regents, the legislative council, and the supreme court 
V'-'m'ay not enter into or renew a lease of real property
' (i) requiring notice under this subsection unless the proposed lease or renewal of a
h  lease has been approved by the legislature by law; an appropriation for the rent payable 
•' •̂ during the initial period of the lease or the initial period of lease renewal constitutes 
fvapproval of the proposed lease or renewal of a lease for purposes of this paragraph;
’i J..(2) under this subsection if the total of all optional renewal periods provided for in the 
v; /  lease exceeds the original term of the lease exclusive of the total period of all renewal 

. .options.
'. '(d) When the department is evaluating proposals for a lease of space, the department 

■•‘shall consider, in addition to lease costs, the life cycle costs, function, indoor environment,
!., public convenience, planning, design, appearance, and location of the proposed building.
" • ' (e) When the department is considering leasing space, the department should consider t 
; : whether leasing is likely to be the least costly means to provide the space.
** }■ (f) When the department is accuiring leased space of 3,000 square feet or less, the 

.’department may procure the leased space using the procedures for small procurements 
• under AS 36.30.320, providing public notice is given to prospective offerors in the market 

?v,. area. (§ 2 ch 106 SLA 1986; am § 1 ch 58 SLA 1990; am §§ 8, 9 ch 181 SLA 1990; am
5§ 2, 3 ch 73 SLA 1992; am § 3 ch 37 SLA 1993; am §§ 6, 11 ch 75 SLA 1994; am § 10 

ii^ch 1 3 7  SLA 1996)

Effect o f am endm ents. —  The first 1990 amend­
ment, effective June 5, 1990, inserted “or renew" 
Wore “a lease" and before “ an agreement" in the first 
,*od third sentences, respectively, and added the final 
^itence, in subsection (c).

Hie second 1990 amendment* effective Ju ly  1 ,1990, 
Rewrote subsection (b); and, in subsection (c), rewrote 
“ e first sentence and inserted "requiring notice" in 
“ sthird sentence.
lew e. emendment, effective September 14, 

in subsection (c), rewrote the first two sentei.-.es 
*7*0 added the last sentence; and added subsections 
W) and (e).
Hie 1993 amendment, effective August 25,1993, in

subsection (c), added the second sentence and rewrote 
the remainder o f the subsection.

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

The 1996 amendment, effective Ju ly  9 ,1996 , added 
subsection (0 .

Ed itor's notes. —  Section 3, ch. 58, SLA 1990 
provides that the 1990 amendment to AS 36.30.080(c) 
by § 1, ch. 58, SLA 1990 “applies to an agreement that 
is entered into on or a fter June 5 ,1 990 , and does not 
apply to a lease or to the renewal o f a lease i f  the lease 
is in existence on June 5, 1990."



§  3 6 . 3 0 . 0 8 3 P u b l i c  C o n t r a c t s

Section 12, ch. 37, SLA 1993 provides: “LEASE 
EXTENSIONS AUTHORIZED, (a) Notwithstanding 
AS 36.30, the Department o f Administration, the 
University o f A laska, the legislature, and the court 
system may extend for up to a maximum extension o f 
five y ean  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 o f this section i f  a minimum cost savings o f 

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

“ (b) The cost savings under (a) o f this section shall 
be calculated on the remaining term o f the lease and

under (»)any renewals, including extensions allowed 
o f this section.

*(c) The Department of Administration, the Univ ■aity o f Alaska, the A laska Court System, and 
Legislative Affairs Agency shall submit a quartet *•' 
report to the Legislative Budget and Audit Commit J ! ~ 
detailing the leases extended and the cost savia*.- 
achieved under (a ) —  (b) o f this section. The frS  *£ 
report i3 due Ju ly 1, 1994, and must cover the p e ^  
from the effective date o f this section through Mai-i *" 
3 1 ,1994 . The subsequent reports shall be made Ocv> ^  
ber 1, 1994, January 2, 1995, and April 1, 1995.* >i

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

O p in ions o f a t to rn e y  g en e ra l. — Equipment- r‘ 
lease financing is covered by the procurement code 
and the statutory requirement o f legislative npprovjj '■ 
Sept. 17, 1987 Op. Att’y Gen. ‘ ‘

NOTEffTO DECISIONS

Lease -pu rchase  ag reem ent betw een D e p a r t ­
m ent o f  N a tu ra l R esou rces and  A la ska  C o u rt 
System . —  This section (prior to June 7, 1994), 
§ 38.05.035, and § 12, ch. 75, SLA 1994, provided the 
Department o f Natura l Resources with authority to 
enter into a lease-purchase agreement with Alaska 
Court System fo r the purchase o f a building, Carr- 
Gottstein Properties v. State, 899 P.2d 136 (Alaska 
1995).

Funds placed in escrow for the renovation of a 
building that was the subject o f a lease-purchiH 
agreement between the Department o f Natural R*. 
sources and Alaska Court System did not constitute 
unrestricted "program receipts" fo r deposit in the 
state treasury and did not violate A laska Const., art. 
DC, § 13. Carr-Gottstein Properties v. State, 899 P.id 
136 (Alaska 1995).

Sec. 36.30.083. Lease extensions authorized, (a) Notwithstanding any other pro­
vision of this chapter, the department, the Board of Regents of the University of Alaska, 
the legislative council, or the court system may extend, for up to a maximum extension 
of 10 years, a real property lease that is entered into under this chapter including 
procedures and regulations adopted under AS 36.30.005(c), 36.30.020, and 36.30.030 and 
has at least six months remaining under the lease term, 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 Leg is la tiv e  
Affairs Agency shall submit individually an annual report to the Legislative Budget and 
Audit Committee detailing the leases extended and the cost savings achieved by that 
entity under (a) or (b) of this section. Reports are due August 31 of each year. (§ 11 ch 137 
SLA 1996)

E ffec tiv e  dates. —  Section 53, ch. 137, SLA 1996, 
makes this section effective Ju ly 9, 1996, in accor­
dance with AS 01.10.070(c).

E d ito r ’s notes. —  Section 52, ch. 137, SLA 1996

provides that “ (n)otwithstanding AS 36.30.0831c), ex­
acted by § 11 of this Act, the first lease extensicp 
report under AS 36.30.083(c) is due August 31. 19S" 
and must cover fiscal year 1997.’

Sec. 36.30.085. Lease-purchase agreements, (a) To perform its duties and statu­
tory functions, the department, the Board of Regents of the University of Alaska, the
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Suncil. or 3uPreme court may enter into lease-purchase agreements. The 
v-the Board of Regents, the legislative council, or the supreme court may enter 
jLpurchase agreement only if the department, the Board of Regents, the 
'totmcil, or the supreme court is the lessee under the agreement.

^'evaluating proposals to acquire or improve real property under a lease- 
igreement, 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 
fence, planning, design, appearance, and location of the real property proposed for 
tion or improvement; and

whether acquisition or improvement of the real property by lease-purchase 
ent js likely to be the least costly means to provide the space.
lease-purchase agreement "d> (j? . S£) »0

may not provide for a period of occupancy under the full term of the lease-purchase 
‘jjjent that is greater than 40 years;

provide that lease payments made by the department, the Board of Regents, 
j legislative council, or the supreme court are subject to annual appropriation, 
y) If the department, Board of Regents, legislative council, or supreme court intends 

r into or renew a lease:purchase agreement for real property, the department, 
of Regents, legislative council, or supreme court shall provide notice to the 

glature. The notice must include the
i) anticipated total construction, acquisition, or other costs of the project;

(2) anticipated annual amount of the rental obligation; and 
. (3 ) total lease payments for the full term of the lease-purchase agreement.

The department, the Board of Regents, the legislative council, or the supreme court 
ÊBSy not enter int° a lease-purchase agreement to acquire or improve real property unless 
Sihe agreement has been approved by the legislature by law.
^i(f) The provisions of (d) and (e) of this section do not apply to a lease-purchase 
i l̂greeuent
'7S (1) related to the refinancing of an outstanding balance owing on an existing lease- 
K'purchase agreement; or
f (2) by the University of Alaska if the lease-purchase agreement is secured by student 
I" fees or university receipts as defined in AS 14.40.491.

(g) In this section,
; 7 >: (1) “full term of the lease-purchase agreement" includes all renewal options that are 

defined within the lease-purchase agreement;
(2) “lease-purchase agreement" includes a lease-financing agreement. (§ 7 ch 75 SLA 

1 1994; am §§ 2, 3 ch 38 SLA 1995)

Effect o f am endm ents. —  The 1995 amendment, E ffec tive  da tes . —  Section 13, ch. 75, SLA 1994 
effective Way 25, 1995, inserted “o r improve" in sub- makes this section effective June 7, 1994, in accor- 
iwtions (b) and (e) and “or improvement" in para- dance with AS 01.10.070(c). 
paphs (b)(1) ana (b)(2).

NOTES TO DECISIONS

Cited in Carr-Gottstein Properties v. State, 899 
P-2d 136 (A laska 1995).

Sec. 36.30.050. Delivery of supplies. [Repealed, § 48 ch 137 SLA 1996.]

Sec. 3 6 .3 0 .0 9 5 . P ro c u re m e n t o f  p a p e r. [R e p e a le d , §  4 8  c h  1 3 7  S L A  1 9 9 6 .]




