


FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1
SB 24

2001 LEGISLATIVE SESSION Bill Version:
£3) Publish Datf I'/'WOT

Revision Date/Time (Note if correction): DeBt.. Affected: Environmental Conservatio

Title: Seafood/Food Safety Lab Facilify Construction  "BR Environmental Health
Component: Laboratory Services

Sponsor: Rules Committee
Requester:  Governor Component Number: 2065

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006

_IFersolnaI Services

rave

Contractual 978 1781 1840
Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0

FY 2007

97.8 1781 184.0

ICAPITAL EXPENDITURES

ICHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1008 GF Match

1004 GF , 978 1781 1840
1006 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Typo)

TOTAL 0.0 0.0 0.0 97.8 1781 184.0

Estimate of any current year (FY2001) cost: 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: gAnach a separate page ifnecess.ary? o o .
The current Food Safety Laboratory has operated in a leased facility in Palmer for over 30 years. The facility is now inadequate for

current lab operations. In addition the lease will soon expire with no opportunity for long term renewal. The bill would authorize
financing and construction of a new Seafood and Food Safety Laboratory to be operated by the Department of Environmental

Conservation (DEC).

The Department of Administration (DOA) pays the current lease costs for the lab. DEC reimburses DOA for a portion of these
costs through an RSA. DEC will directly pay for all of the utilities and maintenance costs for the new building. These new costs are
shown in the contractual line. Annual lease savings partially offset these new utility and maintenance costs as shown on the

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

Prepared by:  Janice Adair, Director Phone @%@-7644
Division Division of Environmental Health Date/Time 3:00PM
Approved by:  Kurt Fredriksson . Date 12/13/00
Agency Department of Environmental Conservation

For distribution information, call the Governor's Legislative Office
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(Rev 11/2000 OMB)
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ANALYSIS: (continued) Bill NO. SB 24

FISCAL NOTE #

STATE OF ALASKA
2001 LEGISLATIVE SESSION

Line Item Description FY2003 FY2004 FY2005 FY2006  FY2007

Contractual Line 300

* (Operating Expenses)

Utilities (estimated) $52965 $105930 $110040
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.

Buildin? Maintenance (estimated) $54800 $92700  $95160
DEC will incur costs for building maintenance

at the new facility starting mid -2005.

Maintenance costs at the existing leased

facjlitg are also included in the lease

paid g DOA and DEC. These costs are

offset by the lease savings shown below

and shown on DOA's fiscal note.

* ELease Savings -Palmer Lab) ($9916) ($20527) ($21,245)
DEC portion of current lease paid to

DOA/GS through a RSA, will no longer be

required after completion of the new facility.

Total Contractual: $0 s0 $97849 $178103 $183955

* Adjusted annually by the probable Consumer Price Index.
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2001 LEGISLATIVE SESSION Bill Version: SB 24
(S) Publish Dat< 1/10/01
Revision Date/Time (Note if correctionE: Dept. Affected: Revenue ,
Title: Bonding: Food Safety Lab Faciify Construction  'BRII: Revenue Operations
, Component: Treasury

Sponso™: Rules Committee
Requester:  Governor Component Number: 121
Expenditures/Revenues . (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FYy22 FY208 FY2004 FY206 FY206 FY207
Personal Services
Travel 100
Contractual 80 70 70 70 70 70
Supplies
Equipment
Lana &Structures
Grants &Claims
Debt Service 00 12240 12230 12200 1210 12250

TOTAL OPERATING 180 12310 12300 12270 1280 12320
CAPITAL EXPENDITURES I I
CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF _ 180 12310 12300 1270 1280 12320
1(IBGF/Pro%ram Receipts
1037 GF/Mental Health
Other (Specify T¥pe7)

OTAL 180 12310 1200 1270 1280 12320

Estimate of any current year (FY2001) cost: 00
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separate page if necessary) .
Authorizes the issuance of 313,655,000 in Certificates of Participation for the construction of a seafood and food safety laboratory

to be operated by the Department of Environmental Conservation.

Assuming an interest cost of 6.12% (approximately 0.75% above current rates), and a 20-year term, the annual debt service
payment would be approximately $1.22 million beginning in fiscal year 2003 with a total repayment of approximately S24.4 million.

Ilis possible that the State Bond Committee might prefer to shorten the term on these bonds by two to five years to maintain a
higher credit rating on the honds. In this event, the required annual payments could increase by as much as S200.000 per year but

total repayment would be reduced by as much as S3.1 million.

Prepared by:  Deven Mitchell, Debt Manager Phone 465-370
Division Treasury Division Date/Time Dec. 7, 2000
Approved by:  Larry Persily, Deputy Commissioner Date Dec. 8 2000
Agency Department of Revenue

For distribution information, call the Governor's Legislative Office
Page 1| of I

(Rev 11/2000 OMB)
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 3 CORRECTED
2001 LEGISLATIVE SESSION Bill Version: "SB"S3--------- -
(S) Publish Date:
Revision Date/Time (Note ii correction): De%t. Affected: Administration
Title: An Act related to entry into and financing of a "BRU: Leases
lease purchase for a seafood/food safely  lab Component: Leases
Sponsor: Rules
Requester:  Governor Component Number: 61
Expenditures/Revenues o . (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY202 FY2003 FY204 FY2006 FY206 FY207
Personal Services
Travel
Contractual 00 00 00 (49 (37 U7
Supplies
Equipment
Lana & Structures
Grants &Claims :
Miscellaneous
TOTAL OPERATING 00 00 00 (49 (U379 7
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( ) 00 00 00 00 00 00
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
]IIBG Match
1004 GF 00 00 00 (49 (W37 @7
1006 GF/Pro%ram Receipts
1037 GF/Mental Health
Other (Specify T*pe%
00 00 00 (49 (W37 @7
Estimate of any current year (FY2001) cost: 0.0
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separate cFaqe if necessary)
The bill would authonze financing and construction of'a new laboratory facility that would replace the current leased location in

Palmer. The Division will execute a lease purchase agreement for the lease purchase of a new seafood and food safety laboratory
in Anchorage.

Lease savings would begin mid way through (January) FY2005 when we anticipate occupying the new facility The specific lease
and current costs are shown on the attached page. Annual costs for the Palmer lease in FY2001 are budgeted in the Department
of Administration's (DOA) Leases component as $98.0 of General Funds and in the Department of Environmental Conservation's
operating budget and paid to DOA via a S17.7 RSA. Future years estimated lease savings have been adjusted to reflect the
January occupancy date and probable Consumer Price Index adjustments.

Costs for the design, construction, acquisition and construction contract compliance are not included in thte-fiscal note-as-those
costs and associated work will be borne by other slate departments.

Prepared by:  Chris Parce, Director Phone

Division Division of General Services Dale/Time 1om
Approved by:  Commissioner Jin Duncan Date 12/13/0
Agency Department of Administration

For distribution information, call the Governor's Legislative Office
Page 1 of 2

(Rev 8/2000 OMB)
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ANALYSIS: (continued) .
Fiscal Note
State of Alaska
2001 Legislative Session

Current Palmer Laboratory Lease o s .
Net  ‘Estimated 'Estimated 'Estimated
Y2006  F2006 F2007

Cost Annual %282& DOA DOA  DOA
nnual ,
OS per RSA  PBudget Reduction Reduction Reduction

Lease # Lcat|on Pro ertgb Sq &&52 AnnuaJ Amount (Annu% (172 year Annuaelg;2 (Annu%I%1

75 Pamer Palm 1707 - B 117

‘Adjusted annually by the probable Consumer Price Index.

it



Tony Knowles RO. U,\ Inniul

Governor Juneau. Aljnk.i  |-nnui
governor n gov.\nilc.ok.ns (@' 14A>;ol||!
State of Alaska Fax Ivi)“i 4h5*;5-2

MU ItifHI* %itfit* iM
Office of the Governor I :

JIneal”

January 10, 2001

The Honorable Rick Halford
President of the Senate
Alaska 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 of 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 transmit 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 of certificates of

participation for a lease-purchase agreement.

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

In the interest of the public health for Alaskans and consumers of our food, fish and dairy
products as well as the economic health of these industries, 1 urge your prompt and favorable

action on this measure.

Sincerely,

Tony KpCwles



[ |
I f e m TONY KNOWLES, GOVERNOR

DEPT. OF ENVIRONMENTAL CONSERVATION

DIVISION OF ENVIRONMENTAL HEALTH
DIRECTOR’S OFFICE

555 CORDOVA STREET Telephone: (907) 269-7644
ANCHORAGE, ALASKA 99501 Fax: (907) 269-7654
http://www.state.ak.us/dec/deh e-mail: Janice_Adair@envircon.state.ak.us

February 14, 2001

The Honorable John Torgerson

Chairman, Senate Resources Committee

Alaska State Senate FOR HAND DELIVERY
Room 427, Capitol Building

Juneau, Alaska 99801

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 | 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. | 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
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The Honorable John Torgerson
February 14, 2001

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

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

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

¢ We had to have a central location that could receive shellfish samples as quickly as possible
from many areas of the state since, in most cases, PSP testing is required before the product
can be placed into commerce. That meant it had to have easy access to the Anchorage

International Airport.

¢ We needed a site on a public sewer system, as many of the chemicals used at the lab cannot

be placed in a septic tank.

¢ We also needed a site without excessive vibration, dust or electromagnetic interference as all
of these things interfere with the performance of the analytical equipment.

¢ The lot needed to be between 4 -6 acres in size to accommodate the building, parking, and

snow storage from the parking lot.
¢ To keep the overall cost of a new facility as low as possible, the land should be state-owned.

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

particularly important when investigating a food borne illness.

The 1 ‘'ation in Anchorage will significantly benefit the shellfish industry and they are fully
behind this project. Shellfish growers and harvesters have to arrange and pay for transportation
of their product to the laboratory themselves. An Anchorage location will therefore reduce their
costs slightly, but most importantly to them, speed up the delivery of these time-sensitive samples
to the laboratory for testing. On the other hand, our staff picks up samples for the dairy industry
and delivers them to the laboratory as part of their routine tasks, so an Anchorage location will
not result in any additional costs to the dairy farmers. Also, their samples are as not time-

sensitive as shellfish.
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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.

Sincerely,
Director

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
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S Southeast Mhslon Statement: To develop, expand, tmd enhance
A Alaska new and existing divefisheries In SoutheastAlaska.
R Regional
FD Egﬁe ) Julia Decker, Executive Director
AN gbg %r\,/\ﬁxecu“vmir 'S Assistant
" X angel,
A Assodiation Ph: 907-874—31%0; Fax: 907-874-4270

gl3juHe@aptBUBKa.net

State of Alaska Legislators

February 5* 2001
RE: SARDFA's support of new Food Safety Lab In Anchorage

Dear Legislators,

lam writing to you on behalf of the Southeast Alaska Regional Dive Fisheries Association, or
SARDFA.  SARDFA is a non-profit, economic development corporation whose mission Is to
develop, expand, and enhance new and existing dive fisheries In Southeast Alaska, SARDFA was
created hy AS 4376.100-210. 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 su gort 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 testin% and Paralytic Shellfish Poisoning (PSP)
testing In order to conduct the geoduck dive fishery. SARDFA hopés 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 Eeoducks. Without a
Properly certified lab to conduct the PSP testing needed to ship geoducks live, the geoduck

ndustry would be severely hamstrung.

Relocating the [ab In Anchorage ma¥, 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 %ettmg 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. | hope | personaII}/, get a chance to speak with you about this subject
Feel free to contact me if there are any questions about this issue.
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ASSOCIATION.

January 19,2001 m
1))

Jitnice Adair, director A
ADEC, Div. of Environmental Health A3
555 Cordova Street '
Anchorage, AK 99501
Hear Ms. Adair:

I'm pleased to offer the support of shellfish groyvers tbr the construction ofa new : I'1|v|
food safety laboratory in Anchorage, in addition to being cost effective for die State, the A

. newlab will significantly improve service to the overwhelming majority ofthe Customers .

it serves, , *A

I have visited the lab on several occasions over the post 10 yeara and lainifiilly "
aware”™ofthe antiquated nature of tlie facility. Tlie lapsing ofthe lease in the eufrehl i.55
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 ! in1
aftioiint of sense, since logistics to Palmer have proven to be difficult and expensive.. For:
example; when we send in water samples for analysis, we have 30 hours fromthcit i m e *
thoy nre collected until they have to be in the hands of lab technicians. Whfie.thffleg 1

e

fiom Anchorage to Palmer doesn't sound significant, courier service to Palmer is|/imi|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
o i . . Em
iftfie samples had to wait for a courier delivery, V'«
Y It is my understanding that roughly 80 per cent of the Jab's business involves '. : e
seafood,.and the Anchorage location would be considerably more convenient fofmoistof
the customers served by the lab. As a geoduck buyer, |tun painfully aware ofthe
difficult and expensive logistics of getting PSP samples to Palmer from the Anchorage
airport. From my long involvement on the ASMI board. | 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 1
shiftto 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 ofthe structure.
,One of the concerns I've heard voiced about the new lab is tltnt the servtC|s 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 of privatclaboratory services for my own farm. | mm
Ai
RniJger Painter, vice-president F P.O. Box 20704 .lunMUIAK -99802 ~ Phorw/fas:;(907) 46J-3600 iff.
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have found that there are no private labs providing PSP tests in the 1J.S; arid the process
of 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 of the

new food safety lab in Anchorage. Please let me know if there's anytliing | can do to
further support this important project.
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November 7, 2000

Ms. Janice Adair
Director, Division of Environmental Health

555 Cordova Street
Anchorage, Alaska
USA 99501

Dear Ms. Adair;

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

As you know, Jellett Biotek has been closely partnered with the Department of

Environmental Conservation Lab in Palmer for approximately two years. During
this time we have developed and validated test kits for marine biotoxins, with the
intention to make shellfish safer for consumers in Alaska, as well as ensure high

quality fisheries export products.

The United Nations Food and Agriculture Organization (FAO) see aquaculture as
the fastest growing protein source for the world, and has projected shellfish

growth at 15% annually over the next 5 years.

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

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

Attached are excerpts from an online discussion group discussing the shellfish
aquaculture potential in Alaska. Please feel free to contact me ifyou would like

to discuss this further.

Website Address: http:\\www.innovacorp.ns.ca\jbiotek

101 Research Dr., PO Box 790 Dartmouth, NS B2Y 3Z7 Canada Tel: 902 424 8670 Ext. 147 Fax: 902 424 4679


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

PACIFIC ALASKA SHELLFISH, INC
P.O. BOX 7498
NIKISKI, AK 99635

January 24,2C01

Janice Adair

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

Dear Janice,

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

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

That effort was successful and the Lab was moved, but to its
present location instead of Anchorage. We were thankful to

have it in South Central, but Anchorage still seemed a better
location due to logistics and its proximity to the industry.



January 24, 2001

Page 2

This year will be our 2 1sseason of using the facility for
water, tissue, PST and all the other tests that are associated

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

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

Janice, please cast my vote in favor and keep me posted as to
the outcome of the move. Ifthere is anything else | can
contribute please call me. Thanks for your continued stellar
support of 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. | 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 arine A dvisory P rogram

School of Fisheries and Ocean Sciences

2221e.Northern L ights Blvd., #iio
ANCHORAGE, ALASKA 99508-4140
‘]anuary 18’ ZCDJ. PHONE: 907-274-9691

FAX: 907-277-5242

University of Alaska Fairbanks

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. 1fyou need any additional support information, please

contact us.

Respectfully,

Raymond RalL.onde
Aguaculture Specialist

Dr. Donald Kramer
Seafood Safety Specialist



FAX NO, 907 2697654
FEB-27-01 TUE 11 %44 .ADEC EH OFFICE

Alaska AquaFarms Inc..

P.O. Box 7
Moose.Paw, Alaska 99631
-e ' (907} 288-3667

>, ot N
555 Cordova Street
f  5th:Fioor
Anchorage, Alaska 99508

expends

assistance or information plei»"e let me know.
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Seafood and Food
Safety Laboratory #

& After 30 years in the same location, the Seafood and Food Safety Lab

must move.

& The lease expired December 2000 with two one-year extensions
available. State law (AS 36.30.083) prohibits a long term extension
without significant reductions in the lease payments. These reductions

were given during a previous lease extension. Also, the building is for

sale.

One way oranother, we have to move.



What does the lab do?

& PSP and shellfish growing water analysis so shellfish can be sold in

interstate and international commerce.

& Domoic acid analysis so crab can be sold in interstate and international

commerce.

& Dairy product evaluation so Alaska’s dairy products can be sold to Alaskan

schools, the military, and in interstate commerce.

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

water system s.

& Work with com m ercial food industry to develop safe ready-to-eat food

products.
No one else can do what we do!



What S the recommended plan?

m With money previously appropriated by the Legislature, an

independent economic analysis was done

** New state-owned laboratory located in Anchorage on

state-owned land is the most cost-effective replacement plan
Lease-financing through sale of bonds

** Total bond sale: $13,655,000 (includes $200,000 issuance

costs)

** Capital appropriation $310,000 for non-bondable costs



Why choose this plan?

& It’s cheaper than leasing. Overa 20 year term, leasing would cost the

State 56% more than owning.

& Laboratories are unique. They require highly specialized work environments

that must be incorporated into the design ofthe structure.

AN A ffordable laboratory services are needed on a long-term
dependable basis. This is critical to the growth of our shellfish and dairy

industries.

& Why choose Anchorage? We needed a location that
& could receive shellfish sam ples quickly from the Anchorage International
Airport,

& was on a public sewer system so wastewater could be disposed of safely,

and

4k did not have excessive vibration, dust, or electromagnetic interference that

would affect the analytical equipment.



not privatize these services?

FDA does not certify private labs to conduct regulatory PSP testing

4k Federal dairy rules require certain tests to be conducted by state regulatory labs
4k The Federal Drinking W ater Act requires private labs to be certified by the State

In addition, we keep costs for industry down:

4k All regulatory testing for PSP, domoic acid, and dairy products are free; we

charge only for regulatory PSP testing of export-only shellfish

4k Testing dene at the request of food manufacturers is also a bargain because of

how state law requires fees be established - not all overhead is included nor is

there any profit built in



& The State will have no option butto go out foran RFP this summer or fall.

& W hile the Division of General Services has contract procurement experts,
they do not have the expertise to develop an RFP for a laboratory.

Professional services contracts - and the funding to pay them --would be

required.

** L ease costs will go up and stay up - unlike bond repayments, which when

paid off, are done.

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


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

Why own i1nstead of lease?

Lease when:

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

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

The service is normally provided in the marketplace.

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

Life cycle cost analysis indicates cost of lease is less.

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

Own when;

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

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

The service is difficult to find in the marketplace.

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

Life cycle cost analysis indicates cost of ownership is less.

Internal configuration of space is subject
to significant change.



Seafood &

Department of Environmental Conservation

FOO d S af ety Kivision of Etronmencal s £ast

Laboratory

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

Our lease is A _ )
expiring and _ Upgrades. The lease expired December 2000 with two one-year extensions
cannot be available. A long term renewal is not an option. By January 2003, we must have
a solid plan to replace the current lab.
extended over the
long term. By We want to do our part to lessen the costs of government and provide long term

January 1, 2003, savings. With a capital project approved in FY98, we hired a private consultant to
we must have a evaluate the best option for replacing the Seafood & Food Safety Laboratory. That
solid plan for a evaluation showe_d the most cost effective option to be a state ov_vned facility. N
replacement 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.

Cumulative Cost (No Discounting) - 20 Y ears

40,000,000 538,056,000

35.000.000

30.000.000
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Leased Own B8

A ssum ptions:

Private developer must repay debt within 10 years.
< Private developer will require lease payments during yrs 11-20 that arc 75% of payments for yrs 1-10



W hat The Seafood & Food Safety Lab Does

<

Vi

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

marketed.

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.

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.

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.

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

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.

Evaluate fish kill samples to determine possible causes.

CuitoM & U o f Seafood & Food' Labo'w dbty
Shellfish Growers/Harvesters Seafood and
A Seafood Processors
.0°d Safe

Dairy Farmers and Processors

Municipalities
D,T."3:e "Co”-ps'-ciallabs
Reindeer Herders/Slaughterers

Private/Comm%ractiﬁ‘l3 %ﬁ%ré‘ Laboratory



How much will the new Seafood and Food Safety Lab

<cost and how will it be financed?

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:

State Capital Budget Appropriation
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.

General Obligation Bonds
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.

Lease Financing
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.

Private Lease

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.

Recommended Approach
Lease financing through the sale of bonds with a small capital budget appropriation of

$310.000 to cover non-bondable construction costs.

Step 1: The Legislature enacts a hill that authorizes the Department of Administration to
enter into a lease financing transaction.

Step 2: The Legislature approves capital budget appropriation to fund non-bondable
project costs.

Step 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.

Step 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.






How The Lab Supports Private Industry

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.

No one else can do what

we 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.

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.

Continued eligibilityfor military and

school contractsfor daily processors.
yp The shellfish industry

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.

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 orderfor EPA
to accept their analyses ofpublic

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

Approve Commercial Labs to
Test Drinking Water water system samples.

Under the federal Safe Drinking The Lab supports private laboratories
Water Act, private laboratories that by certifying their capacity to test

test public water supplies must be  public drinking water sources. Thirty-
certified by state governments. The  three laboratories, all located in the

compliance with federal
food standards.

Seafood & Food Safety Lab
s erforms this service for those
private labs.

Affordable laboratory

services are needed on

along-term,
dependable basis

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.

Alaska is the largest wild
salmon producer in world.

Itis the only lab in the
state that is approved by
EPA to certify private labs
for microbial testing of

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

public water supplies.
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.



Questions and Answers

Why does owning makes more sense than leasing

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 not privatize?

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 co-locate with

new Public Health Lab?
The Public Health Lab has limited
expansion capability and is
surrounded by wetlands or
easements.

W here will the new
Seafood & Food Safety

Lab be?

W\e 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 acceptable space is
currently available.

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.

Labs require highly
specialized work
environments that must be
incorporated into the
design of the structure.

Not only do labs have equipment
such as incubators and walk-in
freezers, they also have specific
structural needs such as expanded
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.

As the Alaskan
| economy has grown,
so has the demand
for laboratory
services. The food
samples received
have increased from
600 in 1966 to over
10,000 in 1999.

Division of Environmental Health
Safe Water* Safe Food.. Healthy Communltiestt.

It’s cheaper!

By constructing our own building,
the State would immediately realize
savings. With construction costs
spread out over 20 years, the State
would have lower annual loan
payments than lease payments. This
Is primarily because private
developers typically try to recover
their investment within the first 10
years whereas the State could take
20 years to pay off the debt. Also,
private developers would have a
larger investment than the State due
to higher borrowing rates. But, the
most significant cost savings would
occur after loan payments end.
Lease payments would continue.

Also, AS 36.30.080 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



State Supported Debt
Prepared by Deven Mitchell, State Debt Manager

Department of Revenue

State Supported Debt is debt for which the ultimate source of payment is, or may include,
appropriations from the State's General Fund. The debt does not have the full faith and
credit of the State 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

COPs.

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.

1The Slate is also a lessee in a number ofbuildingsfinanced by private developer lessors by public
I:suance ofdebt through AIDEA. In thesefinancings, the leases are also the securityfor thefinancing.
While the State does not acquire or have an option to acquire thefacilities leased, in some cases the term of
the lease or amount o flease payments would be such as to qualify thefinancing as a lease-purchasefrom
an accounting, credit, orfederal lax standpoint. In other cases, the leases would not qualify' as lease-
purchases, and are called operating leases. Thesefinancings all relied on the small issues exemption
rather than the State leases to obtain tax-exempt status. Most o fthese leasefinancings are revenue bonds
ofAIDEA, backed by the lease revenues, blit with a standby purchase agreementfrom a bank in the event
the Statefails to renew the lease. | fexercised, the bank purchases the bonds as an investment and held not
for resale. Other leasefinancings are general obligations o fAIDEA, backed by the Authority's general
assets and revenues. At this point, the State has not determined what amount o fcredit exposure it hasfor
these AIDEA leasefinancings. It may be that standby purchase agreements and AIDEA's general
obligation pledge would cover allfinancing requirements o flease-purchase obligations. This would
provide a layer ofcredit 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 Financingl
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/ /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 1I'677Tir S 79,540"

1Excludes Alaska State Housing Authority lease revenue bonds.
Source: Department o fRevenue 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
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.
(©) 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

SCS CSHB 312CFIN) -46-
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certificates of participation issued for real property.

(e) The sum of S1,906,977 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.

() 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
(@ 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.

47- SCS US, *3 N
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Food Safety Laboratory

AP/AL: Appro {|a}|on
Cate%pry: He th_&afety
Location: Statewide ~ .
Election District: Statewide

Estimated Project Dates: Unknown -Unknown
Brief Summary and Statement of Need:

Funding:

FV1999 FY2000 FY2001
Gen Fund $145,700 $3,854,300
Total: $145,700  $3,854,300 $0

O State Match Required Q3 One-Time Project
0% = Minimum State Match % Required

Operating & Maintenance Costs:

TotaI,Operating Imgact:
One-Time Starttp G

O Phased Project
O Amendment

FAX NO, 907 465 5097

FY1999 Request:
Reference No:

Project Type: Health and Safety

Contact:
Contact Phone: () -

FY2002 FY2003 FY2004
$0 $0 $0
O On-Going Project
O Mental Health Bill
Amoun(t)
Sts: 8

Additional Estimated Annual O&M:
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

y, o1

$145,700

Total
$4,000,000

54,000,000

Staff
0

0

Department of Environmental Conservation
Reference No: 30694
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Food Safety Laboratory E&g?e% (F:QeeqNuoe_st: $143%Z582

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:
and Specifications Reference No:

AP/AL: Appropriation Project Type: Health and Safety

Historical Category: Health/Safety

Location: Statewide

Election District: Statewide

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

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

Brief Project Summary and Statement of Need:

$240,000
AMD32579

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: Amount Staff
Total Operating Impact: 0 0
One-Time Startup Costs: 0
Additional Estimated Annual O&M: 0 0

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

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

Department of Environmental Conservation

Project Page: 1



Environmental Health Food Safety Lab Relocation Study and Specifications Cont.

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

Department of Environmental Conservation
Project Page: 2

Page: 2



Memorandum

T0  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 of roughly S5.1 million. However, in all comparisons of costs hetween the
different options considered in that report (own versus lease, consolidate the SFSL and
State Chemistry Lab, etc.), we included a variety of operating and maintenance costs. We
did not demonstrate clearly which option had the lowest capital cost.

We subsequently prepared two memoranda in January and February 2000, which focused
on the capital cost of different options. In these memoranda, we showed that it would be
less expensive for the state to build its own lab, as opposed to having a private developer
construct a facility and lease it to the state or to have a private developer renovate an
existing facility for the state. Since that time, the design criteria for the lab have changed,
more accurate land and building costs have been prepared, and other refinements have
been considered. This memorandum attempts to bring together all of the revisions, but
still focus on the capital costs of a new seafood and food safety lab.

The following assumptions reflect our best knowledge of the cost of a seafood and food
safety lab:
m Public interest rate is 6.1 percent (compared to 5.5 percent in early reports)

“ Private interest rate is 9.5 percent (unchanged)
m The capital cost for the project is estimated to be 513,655,000 (higher than in early
reports)
The private rate is higher than the public rate to reflect the cost
880 H STREET, SUITE 210

ANCHORAGE, ALASKA 99501
(907) 274-5600 FAX (907) 274-



of risk and the return necessary to attract a private developer (a private developer would
expect to borrow money at a higher rate and earn a return on the investment). Actual rates
available to the state or a private developer might differ slightly from the rates used in
these calculations, but the relative differences should be similar to the difference in these

figures... and it is the difference in the rates that is critical.

The following tables show cost comparisons for two different options (build to own and
lease to own) and two different planning horizons. The lease arrangement option does not
include adjustments to tlie interest rate to account for developer profit. However, the same
principal amount of $13.66 million is used for both the state owned option and the lease
arrangement. It could be assumed that the private developer would complete the project

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

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

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

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

vear Principal ~ Interest Totaégsatp|ta| Prmg%%ltand Interest Tota(l:gsatpnal
2002 1031122 832,955 1864077 877,554 1,297,225 2174779
2003 1094020 770057 1864077 960,922 1213857 2174779

2004 1160755 103321 1864077 1052210 1122570 2174779
2006 1231562 632515 1864077 1152169 1022610 2174779
2006 1306687 557390 1864077 1,261,626 A3->A 2174779
2007 13863% 477,682 1864077 1,381,480 193299 2174779
2008 1470965 393112 1864077 1512721 662,059 2174779
2009 1560694 303383 1864077 1,656429 518350 2174779
010 16558% 208181 1864077 1813790 360990 2174779
1 1756906 107171 1864077 1,986,100 188679 2174779

Total 13655000 4985768 18,640,768 13655000 8,092,793 21,747,193

Table 2 shows costs for a 20 year planning horizon. The capital requirement and interest

rates are the same as those given for Table 1. In addition, the following assumptions are

added:

1 Private develop must repay debt within 10 years.



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

the payments for years 1-10.

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

Table 2. Cost of Seafood and Food Safety Lab, State Owned vs. Lease Arrangement - 20-

Year Horizon

Fiscal New Build to Suit - State Owned New Build to Suit - Lease Arrangement
vear Principal Interest TotacI;cC)::tpital Prin;irpoz;iltand Interest Tota(l:c(,lszipital
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 / 1,631,084 0 1,631,084



2018 947,082 253,106 1,200,188 1,631,084 0 1,631,084
2019 1,004,854 195,334 1,200,188 1,631,084 0 1,631,084
2020 1,066,150 134,037 1,200,188 1,631,084 0 1,631,084
2021 1,131,186 69,002 1,200,188 1,631,084 0 1,631,084
Total 13,655,000 10,348,758 24,003,758 29,965,845 8,092,793 38,058,638

These two horizons were chosen for a variety of reasons. The major reason for not
considering a longer planning period is the fact that leases for lab facilities would not be
expected to extend beyond 20 years. In addition, a private developer would not be likely to

receive a loan for much more than 10 years for this type of project.

The option to have a private developer renovate an existing facility and lease it to the state
is not presented in the tables because of the finding (presented in earlier reports) that the
cost to lease a building that has been renovated is very similar to the cost of leasing a
newly constructed facility. In addition, there is a significant amount of uncertainty
surrounding the cost of renovation, as well as the operating cost of such a facility, because
the actual configuration of the space cannot be known without having a specific building to

consider.

Yet another option would be for the state to purchase and renovate a building or renovate
an existing state building. No information was available on the stock of buildings that
might be considered for this option. In earlier reports, no building was identified that could

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

The following two graphs show the same information that is provided in Table 1 and Table

2.

Figure 1. Cumulative Cost (No Discounting) - 10-Year Horizon
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COMPARISON OF NUMBER OF INSPECTIONS1PER INSPECTOR FOR
FY "99, FY ’00, and FY "OI2

SEAFOOD (ACTIVITY REPORTYS)
# of Inspections Total Hours/Inspcction]
INSPECTOR
FY’99 FY ’00 FY ‘01 FY ’99 FY ’00 FY ‘01
Carlson 107 50 71 24 2.2 2.7
Farrington 63 67 57 3.9 31 4.2
Gardner 28 35 45 6.0 4.6 6.8
Lindamood ~ - 1 - - 17.0
Park 51 20 14 31 2.6 3.6
Pearson 39 - - 51 - -
Pressley 102 41 29 3.0 8.3 53
Stark - 1 - - 3.0 -
Thomas 36 59 58 3.6 4.3 53
Tierney 139 - 33 34 - 3.3
Tufto - 1 7 - 6.5 3.9
Widtfeldt 13 111 9 4.5 4.4 55

Inspections do not include field/spotcheck and temporary inspections.
: Fiscal years for purposes of comparison are based on the first two quarters of 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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2115202

3 7/(5/2002 65296893 66296893 66298893

3IMS/2003 N S370 16500000 42020425 58520425 59520425 124819318

471520 41577400 41577400 41577400

11152004 N 5620 42000000 41577400 83577400 83577400 125154800

5 7/15/2004 40397200 40397200 40397200

51152006 N 3470 44000000 40397200 84397200 34397200 124794400

G 7/15/2005 39193800 39193300 39193800

61152000 N 5510 46500000 39193800 85093800 85093800 124887600

7 7/15/2006 37912725 37912725 \ 37912725

715007 N 6550 49000000 37912725 86912725 86912725 124825450

3 715/2007 38552075 36552975 36552975

611208 N 5570 52000000 36552975 88552975 88552975  1.25105950

0 7/15/2008 3514775 35104775 351,047.75

91152000 N 5030 6000000 35104775 90047.7S 90L04775 125200550

10 7/15/2009 33556525 33556520 33556525

101/15/200 N 5680 50000000 33556525 91550525 91556525 125113050

11 7/18/2010 31900325 31909325 31909325

115001 N 5740 61000000 31909325 92909325 92009325 124016650

12 715201 30158625 30158625 301,586.25

D502 N S88C 04500000 30156625 04058825 4658625 124017250

13 7/15/2012 26282325 28262325 292,623.25

13UAY2013 N 5900 69500000 28262325 96762325 6762325 125024050

14 7/15/2013 26241575 26241575 26241575

VY04 N 590 72500000 26241575 98741575 98741575 124903150

1S 7/15/2014 24070200 240,702.00 24070200
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16 7/15/2015 20737100 21737100 21737100
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201182020 N 6350 104000000 10580950 114536950 114586950 125173900

21 7/15/200 7284950 7284950 7284950

2 500 N 6360 110500000 728950 117784950 117784950 125069900

2 715200 37,00000 3760000 37,600.00

2 U502 N 0400 117500000 3760000 121260000 101333 121156167 124918107
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PROJECT BUDGET

PROJECT NAME; DEC Food Safety Laboratory - ANCHORAGE

Y NI it Tereke FE (R

CLIENT AGENCY: Dept, of Environmental Conservation

CONTACT: Bert Hartl % (269- 766225-FAX 269-7654

SAEQ: FROECT
G anmm%odm

BN RAAE

Design Fees

Design A/E Contingency
Design Administration Bldg
Right-of-way (NB)
Utilities

Environmental (NB)
Technical Services (NB)
Tochnlcal Services
Pro-Award Audit (NB)
MOA Plan Reviews

Misc. Meetings

ICAP Doslgn Phase (NB)

DESIGN PHASE TOTAL

COFRONAHE

Construction Contract
Bidding Contingency
Change Order Reserve

Subtotal (or Construction Contract:

M2 Bld/Constr. Assistance
Special Inspection

Site Clearing

Constr. Administration

Artwork, AS 35.27.020

Group Il Furnishing, Fixtures, Equip (FFE)
Legal (NB)

Concurrent Review (NB)

Project Contingency

ICAP Construction Phaso (NB)
Bio Safety Level 3 (BSL3) Features

CONSTRUCTION PHASE TOTAL

TOTAL DOT&PF BUDGET
PROJECT FINANCING
TOTAL PROJECT BUDGET
(NB) BUDGET ITEMS

BOND ELIGIBLE BUDGET

BRIV

q

LOLALOLD

$L3 %3

$12,402 500~~1

30 |
$Z]1003]
$13,964700 |

$30,000 |

$13,654,690 |
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State Procurement Code § 36.30.080
L. 36.30.070. Supply management. The commissioner shall adopt regulations

mnlnret%agement 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 ofthe using or disposing agency; and
74) transfer of excess supplies. (§ 2 ch 106 SLA 1986)

35 .30080. 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. Alease may not provide for a period of occupancy greater
ItMhan”O years. An agency requiring office, warehouse, or other space shall lease the space
Athrough the department.
[Repealed, 8 11 ch 75 SLA 1994.]
pijk(c) Ifthe department, the Board of Regents of the University of Alaska, the legislative
JX-- 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
ocourt 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
wJeourt shall provide notice to the legislature. The notice must include the anticipated
A annual lease obligation amount and the total lease payments for the full term ofthe lease.
r _iyhe department, the Board of Regents, the legislative council, and the supreme court
V-'may 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 ofall optional renewal periods provided for in the
v,/ lease exceeds the original term of the lease exclusive of the total period of all renewal
. .optiors.
" '(d) When the department is evaluating proposals for a lease of space, the department
m $shall consider, in addition to lease costs, the life cycle costs, function, indoor environment,
I, public convenience, planning, design, appearance, and location of the proposed building.
"¢ ' (e) When the department is considering leasing space, the department should considert
; . whether leasing is likely to be the least costly means to provide the space.
* Jm(f) When the department is accuiring leased space of 3,000 square feet or less, the
.tepartment 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
¥,. area. (8 2 ch 106 SLA 1986; am 8 1 ch 58 SLA 1990; am & 8, 9 ch 181 SLA 1990; am
R 2 3ch 73 SLA 1992; am § 3 ch 37 SLA 1993; am 88 6, 11 ch 75 SLA 199%4; am § 10
ii“ch 137 SLA 1996)

Effect of amendments. — The first 1990 amend-  subsection (c), added the second sentence and rewrote

ment, effective June 5, 1990, inserted “or rengw"  the remainder of the subse?}wn
Wore “a lease” and before “an agreement" in the first  The 1994 amendment effective June 6, 1994, re-
~od third sentences, respectively, and added the final Pealed subsection (p), relating to lease-purchase and
Ajtgnce, In subsection (). ease financing agreements and rewrote subsection

Hie second 1990 amendment* effective July 1,1990,
Rewrote subsection (bgf and, in subsecnon rewrote The 1996 amendment, effective July 9,1996, added

“"efirst sentence and Inserted "requiring notice" In subsection (0.
“ sthird sentence. Editor's notes. — Section 3, ch. 58, SLA 1990
rowdes that the 1990 amendment 10 AS 36.30. 080(c2

Iewe emendment, effective September. 14,
nsubs ecﬁ]on Fc rewrote t% F st t&/osentel £ gy§1ch 58, SLA 1990 “applies to an agreement tha

*7*0a esj he last sentence and added subsections is entered into on or after June 5,190, and does not
na (e apply to a lease or to the renewal ofa lease if the lease

Hle 1998 amendment, effective August 25,1993, in IS 1N existence on June 5 1



§ 36.30.083

Section 12, ch. 37, SLA 1993 provides; “LEASE
EXTENSIONS AUTHORIZED, (a) Notwithstanding
AS 36.30, the Department of Administration, the
University of Alaska, the legislature, and the court

system may extend for UP to @ maximum extension of
y

five yean a real property lease that is entered into
underAS 36.30, including procedures and re8ulat|on
adopted under AS 36._0.00_5&c) and 36.30.020 —
36.30.030, and that Is in_existence on the effective

date of this section if a minimum cost savings of

Public Contracts

any renewals, including extensions allowed
o1t section under (»)

* .. . .
aity b R SeR RSO B &St
Legislative Affairs Agency shall submit a quartet ¥
report to the Legislative Budget and Audit Commit]! ~
detailing the leases extendéd and the cost savia*-
achieved under (al — (b) of this section. The frS *£
report 13 due July 1, 1994, and must cover the pe”
from the effective date of this section through Mai-i *'

31,1994, The subsequent reports shall be made Oov> *

ber 1, 1994, January 2, 1995, and April 1, 1995.*
Under § 14, ch. 37, SLA 1993 %12a and (b) A

/&eﬁ’ﬁf"fd Degember 31, 1994 and § 12(c) is repealed

‘(1) 10 Percent can be achieved on the Tent due
under the lease; or _

“(52) five percent can be achieved on the rent due
under the lease and the lessor agrees to make modi-
fications of the leased real property to bring the real
BropertX Into comfhance with the requirements of 42

S.C, 12101 — 12213 (Americans with Disabilities
Aq;ofl%go). , N

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

199
Opipions, of attorney general. — Equipment-
lease fmancmg is covered DBy the procurement coge
and the statutgrequweme toflegislative npprov]
Sept. 17, 1987 Op. Atty Gen. ‘

NOTEffTO DECISIONS

Funds placed in escrow for the renovation of a
building that was the subject of a lease-purchiH
agreement between the Despartment of Natural R,
sources and Alaska Court System did not congtitute
unrestricted "program receipts” for deposit in the
state treasury and did_not violate Alaska Const., art
DC, § 13. Carr-Gottstein Properties v. State, 899 Pid
136 (Alaska 1995).

Lease-purchase agreement between Depart-
ment of Natural Resources and Alaska Court
System. — This_section _(prior to June 7, 1994),
8 38.05.035, and § 12, ch. 75, SLA 1994, provided the

epartment of Natural Resources with aythority to
enter into a lease-purchase agreement with Aldska
Court System for_the purchase of a building, Carr-
(fé)gt%tem Properties v. State, 899 P.2d 136 {Alaska

Sec. 36.30.083. Lease extensions authorized, (@) 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 ad
has at least six months remaining under the lease term, if a minimum cost savings of

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

SLA 1996)

Effective dates. — Section 53, ch. 137, SLA 1996,
makes this section effective July 9, 1996, in accor-

dance with AS 01.10.070(c).
Editor's notes. — Section 52, ch. 137, SLA 1996

provides that “(n?otwithstanding AS 36.30.0831c), ex-
acted by § 11 of this Act, thefirst lease extensic
report under AS 36.30.083(c). is due August 31. 195"
and must cover fiscal year 1997

Sec. 36.30.085. Lease-purchase agreements, (@) To perform its duties and statu-
tory functions, the department, the Board of Regents of the University of Alaska, the



State Procurement Code § 36.30.095

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.
AN'evaluating proposals to acquire or improve real property under a lease-
igreement, the department, the Board of Regents, the legislative council, or the
tourt 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.
"B>(j? . SE) »0

lease-purchase agreement
may not provide for a period of occupancy under the full term ofthe lease-purchase

jijent 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) Ifthe 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;

(@ anticipated annual amount of the rental obligation; and

. () 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
EBSynot enter int® a lease-purchase agreement to acquire or improve real property unless
Sihe agreement has been approved by the legislature by law.

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

i"lgreeuent o _ _ o
"7S (1) related to the refinancing of an outstanding balance owing on an existing lease-

K'purchase agreement; or
f (@ bythe University of Alaska if the lease-purchase agreement is secured by student

| "fess Or university receipts as defined in AS 14.40.491.

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

defined within the lease-purchase agreement;
@ “lease-purchase agreement™ includes a lease-financing agreement. (§ 7 ch 75 SLA

119, am 88 2, 3 ch 38 SLA 1995)
Effective dates. — Section 13, ch. 75, SLA 1994

Effect 0 famend ents. — The 1995 amendment
b- makes this section effective June 7, 1994, in accor-

effective Way 25, 1995 mserted or improve in su
|Wt|ons () {)and () and “or improvement" in para-  dance with AS 01.10.070(c).

paphs (b)(1) ana (0)(2).
NOTES TO DECISIONS
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