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February 27, 2001

The Honorable Randy Phillips
Alaska State Senate HAND DELIVERED

Room 103, Capitol Building
Juneau, AK 99801

Re:  SB 24, Seafood and Food Safety Laboratory

Dear Senator Phillips:

During the hearing on the ahove-referenced hill in the Senate State Affairs Committee, you asked
us to find out how Washington, Oregon, California and an East Coast slate fund their laboratories
for seafood, monitoring. You had mentioned Massachusetts previously in the hearing, so we
selected it as the East Coast state. We sent each state an email posing the following questions:

lg Do.you have a marine toxic monitoring program for shellfish? _ _
2) Do you charge fees to the |ndustr¥ for any of the testing you do associated with that program?
U

a) 1fno, how is your laboratory tunded? _ _ _

b) 1f yes, how much are yourfees and do they cover the entire operating and maintenance
costs of the marine toxin monitoring program? _

c) If the fee does not cover the entire cost of running the laboratory, what percentage is

covered and how is the balance funded?

All four states answered the questions the same, They all have a marine toxin éJrogram for
shellfish. The laboratories that conduct this work in each of the four states are funded completely
by general state funds. None of the states charge fees for any tests that are done.

| hope this addresses the questions that you had. If there is any other information we can gather
for you, please let me know.

rice Adair
Director

cc.  The Honorable Gene Therriault, Chairman, State Affairs Committee
The Honorable John Torgerson, Chairman, Resources Committee
The Honorable Drue Pearce
The Honorable Rick Halford
The Honorable Bettye Davis

Safe Food, Safe Water, Healthy Communities
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|
Memorandum

To: Joe Balash, Senate State Affairs Committee

From: "\JArde*Adair, Director, Division of Environmental Health
11/30/01
SB 24, Seafood and Food Safety Lab

Joe, attached you’ll find the additional information Senator Therriault requested in our meeting last
week plus some other information | thought might be useful.

+  Two capital appropriation details, FY 99 and FY 01 for the this project. Both were funded.

« A memo dated January 29,2001 from Northern Economics; lasked that they put together a more
succinct memo that the others that we have

« Copy of AS 36.30.080 (leases), .083 (lease extensions) and .085 (lease-purchases) with the

y \ Ppertinent parts highlighted

’) An overview photo that shows the spot where the lab will be built;

® A copy of Section 29 from last year’s capital budget that shows the appropriation to repay other

A

0

certificates of participation; and
) Another letter of support from Pacific Alaska Shellfish, which | believe came in after | provided

the first packet of information to you.

Ifthere is anything else you need, don’t hesitate to give me a call.
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Food Safety Laboratory FY1999 Request: $145,700
- _ Reference No: 30694
AP/AL: Appropriation Project Type: Health and Safety
Cate?,ory: Health/Safety
Location: Statewide Contact:
Election District: Statewide Contact Phone: ( ) -
Estimated Project Dates; Unknown - Unknown
Brief Summary and Statement of Need:
|
Funding:
FY1999 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  $4,000,000
Q State Match Required 13 One-Time Project [ Phased Project O On-Going Project
0% = Minimum State Match % Required J Amendment J Mental Health Bill
Operating & Maintenance Costs:
. Amount Staff
Total Operating Impact: 0 0
~ 0One-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
1/26/0 i 5:47:18 PM

Page: 1

Department of Environmental Conservation
Reference No: 30654
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Environmental Health Food Safety Lab Relocation Study  FY2001 Request: $240,000

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

Historical Category: Health/Safety , _

Location: Statewide Contact: Janice Adair

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

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

Brief Project Summary and Statement of Need: L
Current foPd safel Iatforator lease expires in De,cembeJ,Z 00 ang cannot he efxtended or renewed, This project
contracts for services for proérammlng, 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 0 0 0 0 0 $240,000
_J State Match Required 'Vj One-Time Project L j Phased Project | | On-Going Project
= Minimum State Match % Required y| Amendment 1 | Mental Health Bil
Operating & Maintenance Costs: _ Amount Staff
Total Operating Impact: 0 0
~ One-Time Startup Costs: 0
Additional Estimated Annual O&M: 0 0

Prior Funding Historg/AdditionaI Information: o
An appropriation of 145.7 was made for FY 1999 for a feasibility study.

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



Environmental Health Food Safety Lab Relocation Study and Specifications Cont.
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Project Page: 2
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Memorandum

TQ  Janice Adair, Department of Environmental Conservation
Bert Hartley, Department of Environmental Conservation

From:  Hart Hodges, Northern Economics

Date:  January 29, 2001

Re  Seafood and Food Safety Lab Figures

In our report prepared in 1999, Livingston Slone and Northern Economics estimated that
project costs for a new seafood and food safety lab would be approximately S9.3 million.
We also estimated that an existing building of the correct size could possibly be renovated
at a cost of roughly S5.1 million. However, in all comparisons of costs 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 $13,655,000 (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 avid the return necessary to attract a private developer (a private developer would
expect to borrow money at a higher rate and earn a return on the investment). Actual rates
available to the state or a private developer might differ slightly from the rates used in
these calculations, but the relative differences should be similar to the difference in these
figures... and it is the difference in the rates that is critical.

The following tables show cost comparisons for two different options (build to own and
lease to own) and two different planning horizons. The lease arrangement option does not
include adjustments to the interest rate to account for developer profit. However, the same
principal amount of 513.66 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
Year Principal Interest Totaégﬁpital Pringir%?iltand Interest Totaégsetpital
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 1,022,510 2,174,779
2006 1,306,687 557,390 1,864,077 1,261,626 913,154 2,174,779
2007 1,386,395 477,682 1,864,077 1,381,480 793,299 2,174,779
2008 1,470,965 393,112 1,864,077 1,512,721 662,059 2,174,779
2009 1,560,694 303,383 1,864,077 1,656,429 518,350 2,174,779
2010 1,655,896 208,181 1,864,077 1,813,790 360,990 2,174,779
2011 1,756,906 107,171 1,864,077 1,986,100 188,679 2,174,779

Total 13,655,000 4,985,768 18,640,768 13,655,000 8,092,793 21,747,793

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

added:
» Private develop must repay debt within 10 years.



m Private developer will require lease payments during years 11-10 that are 75 percent of
the payments for years 1-10.

m 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
Year Principal Interest Totalcgsatpital Prlnglr%z;iltand Interest Tota(lzgsatpital
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
s 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 1and Table
2.

Figure 1. Cumulative Cost (No Discounting) - 10-Year Horizon
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§ 36.30.080

State Procurement Code

« and settleme- 36.30.070. Supply management. The commissioner shall adopt regulations

°f an employo-

tracting hecaus”
SSil

ffective Seﬁtember

ning the . . T
“V'mdnagement of supplies during their entire life cycle;
Ig)'Gsle, lease, or disposal of surplus supplies by public auction, competitive sealed

ing. or °ther appropriate method; _ .
purchase of surplus supplies by an employee of the using or disposing agency; and

/gransfer of excess supplies. (§ 2 ch 106 SLA 1986)

gee. 36.30.080. Leases, (a) The department shall lease space for the use ofthe state
]l agency wherever it is necessary and feasible, subject to compliance with the
iutrements of this chapter. A lease may not provide for a period of occupancy greater

¢ change Ih paragTa’
igp%&(b%%?. secton ffC |than 40 years. An agency requiring office, warehouse, or other space shall lease the space
through the dﬂo tmen}t].
arredor suspend®  spb) %Repeale "SIl h 75 SLA 1994?] o o
id maintain current |V $ (¢) 1f the department, the Board of Regents of the Unlver5|t?/ of Alaska, the legislative
ease of real property with

isional services, g7+ IlI&jbuncil, or the supreme court intends to enter into or renew a leas
«tiffin annual rent to the department, University of Alaska, Iegllslatlve council, or supreme

ssioner evidence ofa* 11U eourt that is antici;mted to exceed $500,000, or with total lease payments that exceed
by regulation in $ 500,000 for the tull term of the lease, including any renewal options that are defined
section. A construes/ VWl the lease, the department, the Board of Regfents, the legislative council, or supreme
ued under AS (8, Avicourt shall provide notice to the legislature. The notice must include the anticipated

maP/I ., i, : : :
orporatlom—— - fi (1) requiring notice under this subsection unless the proposed lease or renewal of a
88 3, 24 ch 65 S.A < Ymi'lease has been approved by the legislature by law; an appropriation for the rent payable
jIKj*during the initial period of the lease or theinitial period of lease renewal constitutes

g"approval _proposed lease or renewal of a lease for purposes of this paragraph;
v, (2) under this subsection if the total of all optional renewal periods provided for in the

fTective July 9, 199 in £ ( ] )
Jease exceeds the original term of the lease exclusive of the total period of all renewal

B 2 e ¥

opt requlations gov-3v £'; "

ek I r\?\'/h_en the department is evaluating proposals for a lease of space, the department
consider, in addition to lease costs, the life cycle costs, function, indoor environment,

r supplies, services) % f~public convenience, planning, design, appearance, and location of the proposed building,

commissioner shall $

:losely as practicable |

and Transportation §
*\& VIr under AS 36.30.

.m personnel of usin? IX St 2 g§

ust promote overall.

satisfying the state',
subsection regarding
icifications, including
*ssionals _

hysical or functional
rvice, or construction

ng, and delivery. (§ 2

'reement that prefers tbe
members of a labor union-

n

(e>When the department is considering leasing space, the department should consider

whether leasing is likely to be the least costly means to provide the space.
N When the department is acquiring leased space of 3,000 square feet or less, the

137 SUV 199%)

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

The second 1990 amendment” effective July 1,1990,
rewrote subsection (b); and, in subsection (c), rewrote
“ e first sentence and inserted “requiring notice" in
“*ethird sentence. _

To® 1992 amendment, effective September 14,
in subsection (c), rewrote the first two sentences
agdesj the last sentence; and added subsections

w) and (g).
The 1993 amendment, effective August 25, 1993, in

/- ]
|\ﬁ\3epartment ma frocure_the leased space using the procedures for small procurements
0, providing public notice is given to prospective offerors in the market

2 ch 106 SLA 1986; am § 1 ch 58 SLA 1990; am 8§ 8, 9 ch 181 SLA 1990; am
ch 73 SLA 1992; am § 3 ch 37 SLA 1993; am 8§ 6, 11 ch 75 SLA 1994: am § 10

subsection (c), added the second sentence and rewrote
the remainder of the subsection,

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

C).
( )The 1996 amendment, effective July 9,1996, added

suhsection (0. .

Editor's notes. — Section 3, ch. 58, SLA 1990
Browdes 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 after June 5,1990, and does not
apply to a lease or to the renewal of a lease if the lease
is In existence on June 5, 1990."



§ 3630083

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
five years a real property lease that is entered into
under AS 36.30, including procedures and regulatlons
adopted under AS 35.30.005(c) and 36.30.07.0 —
36.30.030, and that is in existence on the effective
date of this section ifa minimum cost savings of

“él) 10 percent can be achieved on the rent 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
Broperty into comfllance with the requirements of 42

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

me”C Contracts

any renewals, including extensions allowed under (3)
of this section. i
“(c) The Department ofAdministration, the Univerl
sity of Alaska, the Alaska Court System, and the'
Legislative Affairs Agency shall submit a quarterly
report to the Legislative Budget and Audit Committee
detailing the leases extended and the cost savings
achieved under (@) — (b) of this section. The first
report is due July 1,1994, and must cover the period
from the effective date of this section through March
31,1994, The subsequent reports shall be made Octo-
ber 1, 1994, January 2, 1995, and April 1, 1995."
Under § 14, ch. 37, SLA 1993, § 12%a; and (b) are

repealed December 31, 1994 and § 12(c) is repealed
April 1, 1995.
Opinions_of attorney general. — Equipment-

lease financing is covered by the procurement code
and the statutory requirement of legislative approval.
Sept. 17,1987 Op. Atty Gen.

NOTES TO DECISIONS

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

Funds placed in escrow for the renovation of a
building that was the subj. ¢ of a lease-purchase
agreement between the Department of Natural Re-
sources and Alaska Court System did not constitute

unrestricted "program receipts’ for deposit in the
state treasury and did not violate Alaska Const., art.
IX, § 13. Carr-Gottstein Properties v. State, 899 P.2d
136 (Alaska 1995).

Department of Natural Resources with authority to
enter into a Iease-ﬂurchase agreement with Alaska
Court System for the purchase of a building. Carr-
%590€)tft)§te|n Properties v. State, 899 P.2d 136 (Alaska

~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
ﬁroce ures and regulations adopted under AS 36.30.005(c), 36.30.020, and 36.30.030 an

as at least six months remaining under the lease term, if a minimum cost savings of

51% 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 (@) of this section.

gc)_ The department, the University of Alaska, the court system, and the Legislative
Affairs Agency shall submit individually an annual report to the Legislative Budget and
Audit Committee detailing the leases extended and the cost savings achieved by that
entity uno)ler (a) or (b) of this section. Reports are due August 31 ofeach year. (§ 11ch 137
SLA 199

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

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

provides that “(n?otwithstandingAS 36.30.083(c), en-
acted by § 11 of this Act, the first lease extension
report under AS 36.30.083(c) is due August 31, 1997,
and must cover fiscal year 1997.*
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§ 36.30.09

State Procurement Code

Jriegislative council, or the supreme court may enter into lease-purchase agreements. The
Ideoartment, the Board of Regents, the legislative council, or the supreme court may enter
:Jijto a lease-purchase agreement only if the department, the Board of Regents, the
\Ie islative council, or the supreme court is the lessee under the agreement.

"‘%b) When evaluating proposals to acquire or improve real Prqperty under a lease-
es purchase agreement, the department, the Board of Regents, the legislative council, or the

supreme court shall consider _ o _ _
1) in addition to lease costs, the life cycle costs, function, indoor environment, public

|r convenience, planning, design, zﬂopearance, and location of the real property proposed for
_ac%umtlon or improvement; an
I97(2) whether acquisition or improvement of the real property by lease-purchase
agreement is I|kel?; to be the least costly means to provide the space.

: Ec% A lease-purchase agreement
1) may not provide for a period of occupancy under the full term of the lease-purchase

agreement that is greater than 40 years;
" ? must provide that lease payments made by the department, the Board of Regents,
the egilslatlve council, or the supreme court are subject to annual appropriation.

(d) Tfthe department, Board of Regents, legislative council, or supreme court intends
to enter into or renew a lease-purchase agreement for real property, the department,
Board of Regents, legislative council, or supreme court shall provide notice to the
legislature. The notice must include the _

1) anticipated total construction, acquisition, or other costs of the project;

2) anticipated annual amount of the rental obI|(I1at|on; and

3) total lease payments for the full term of the lease-purchase agreement.

e) The department, the Board of Regents, the legislative council, or the supreme court
may not enter into a lease-purchase agreement to acquire or improve real property unless

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

agreement o _ _ o
(1) related to the refinancing of an outstanding balance owing on an existing lease-

purchase agreement; or _ _
(2) by the University ofAlaska if the lease-purchase agreement is secured by student

fees or university receipts as defined in AS 14.40.491.

? In this section, _ _
“full term of the lease-purchase agreement”includes all renewal options that are

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

1994; am 88 2, 3 ch 36 SLA 1995)

Effect of amendments. — The 1995 amendment, Effective dates. — Section 13, ch. 75, SLA 1994
effective May 25, 1995, inserted “or improve” in sub-  makes this section effective June 7, 1994, in accor-
sections (b) and (e) and “or improvement" in para- dance with AS 01.10.070(c).

graphs (b)(1) and (b)(2).

NOTES TO DECISIONS

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

Sec. 36.30.090. Delivery of supplies. [Repealed, § 48 ch 137 SLA 1996.]
Sec. 36.30.095. Procurement of paper. [Repealed, § 48 ch 137 SLA 19%.]
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~purchase igreement only If the department, the Board of Regents, the

|, or the supreme court is the lessee under the agreement,
"'evaluatlnﬁ proposals to acquire or improve real ,orqpert_y under a lease-
5&greement, the dej. artment, the Board of Regents, the legislative council, or the
STeourt shall consider _ o _ _
Pfn'flddition to lease costs, the life cycle costs, function, indoor environment, public
aSence>planning, design, agapearance, and location ofthe real property proposed for
~ A)0n or improvement; anc
%_’\vhether_ acquisition or improvement of the real property by lease-purchase
itment is likely to be the least costly means to provide the space.

‘IKtAjeQse-purchase agreement
Jfl) may not provide for a period of occupancy under the full term of the lease-purchase

oiment that is greater than 40 years;
wA'must provide that lease payments made by the department, the Board of Regents,

('legislative council, or the supreme court are subject to annual appropriation,

d  Ifthe department, Board of Regents, legislative council, or supreme court intends
Jfijntor into or renew a lease'-purchase agreement for real property, the department,
of Regents, legislative council, or supreme court shall provide notice to the
tolature. The notice must include the _

%l; anticipated total construction, acquisition, or other costs of theproject;

State Procurement Code

anticipated annual amount of the rental obli?ation; 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
not enter into a lease-purchase agreement to acquire or improve real property unless

agreement has been ag)proved by the legislature by law.
The provisions of (d) and (e) of this section do not apply toa lease-purchase

p

iis[igreement

I'Hotlrchese agreement; or

(1) related to the refinancing of an outstanding balance owing on an existing lease-

\%) by the University of Alaska if the Iease-j)urchase agreement is secured by student
or university recelpts as defined in AS 14.40.491.

Jng In this section, _ _
-(I) “full term of the lease-purchase agreement” includes all renewal options that are

ned within the lease-purchase agreement; o
@_ “lease-purchase agreement" includes a lease-financing agreement. (§8 7 ch 75 SLA

am §8 2, 3 ch 36 SLA 1995)

Effect of amendments. — The 1995 amendment, Effective dates. — Section 13, ch, 75, SLA 1994
effective May 25, 1995, inserted “or improve” in sub-  makes this section effective Juno 7, 1994, in accor-
not|onsbSb) and (e) and “or improvement” in para- dance with AS 01.10.070(c).

graphs (b)(1) and (b)(2)
NOTES TO DECISIONS

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

Sec. 36.30.090. Delivery of supplies. [Repealed, § 48 ch 137 SLA 19%.]
Sec. 36.30.095. Procurement ofpaper. [Repealed, § 48 ch 137 SLA 1996]
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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 helonging 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
nterest on any revenue anticipation notes issued by the commissioner of revenue under
\S 43.08 is appropriated from the general fund to the Department of Revenue for payment

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

md outstanding state-guaranteed honds is appropriated from the general fund to the state bond
:ommittee 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

etirement fund (AS 37.15.01.1).
(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

ICS CSHB 312(FIN) 46
New Texc Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 1451304

certificates of participation issued for real property.
(e) The sum of $7,906,977 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 $52,818,852 is appropriated to the Department of Education and Early

Development for state aid for costs of school construction under AS 14.11.100 from the
following sources:
Alaska debt retirement fund (AS 37.15.011) $23,481,517

School fund (AS 43.50.140) 29,337,335
() The sum of $3,541,385 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 $1,680,000 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.

() 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 $2,450,000 is
appropriated from the general fund to the Alaska debt retirement fund
CAS 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 $1,629,000 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-
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PACIFIC ALASKA SHELLFISH, INC
P.O BOX 7498
NIKISKI, AK 99635

January 24,2001

Janice Adair

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

Dear Janice,

| want to reiterate the point Imade last year when we
discussed the future ofthe Lab and its movement to a new
location in Amchorage. | 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 forthe 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, butto 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 1stseason ofusing the facility for
water, tissue, PST and all the other tests that are associated

with the harvesting and processing ofour razor clams for
human consumption. We look forward to another 21years.

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 foryour continued stellar
support ofour industry. Kudos to the entire crew.

Sincerely



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
I\/Ibtl)_ody'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 honds and certificates of participation (COP's) issued by lessors of facilities
used by the State. Historically, Alaska State Housing Authority (ASHA) was the lessor
for many of the facilities. Beginning July 1, 1992, Alaska Housing Finance Corporation
(AHFC) became the lessor of those State facilities as a result of ASHA's merger with

AHFC.

Some State Supported Debt has been authorized by voter referendum as in the case of
municipal school debt, some by law as in the case of the University, some by legislative
resolution pursuant to AS 37.05.280 (now repealed) as in the case of ASHA, and some
issued without specific legislative authorization of the obligation as in the case of some

COPss.

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

SLA 1986, effective January 1, 1988, requires approval by law of any executive branch
lease-financing agreements with annual lease payments exceeding $1 million. Chapter
73, SLA 1992, effective September 14, 1992, adds the requirement of approval by law of
leases with total lease payments exceeding $10 million. Chapter 75, SLA 1994, effective
June 7, 1994, generally requires prior legislative approval of all lease-purchase
agreements, other than the refinancing of outstanding balances on existing lease purchase
agreements and certain University of Alaska transactions.

Lease-Purchase Financing



a. General

Lease-purchase financing involves the issuance, by a lessor, of debt which is secured by
the 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 ﬁayments 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 Stale is also a lessee ina number ofbuildingsfinanced by private developer lessors by public
issuance ofdebt through AIDEA. In thesefinancings, the leases are also the securityfor thefinancing.
While the State does notacquire or have an option to acquire thefacilities leased, in some cases the term of
the lease or amount oflease payments would be such as to qualify thefinancing as a lease-purchasefrom
an accounting, credit, orfederal tax standpoint. In other cases, the leases would not qualify as lease-
purchases, and are called operating leases. Thesefinancings all relied on the small issues exemption
rather than the Stale leases to obtain tax-exempt status. Most o fthese leasefinancings are revenue bonds
ofAIDEA, backed by the lease revenues, but with a standby purchase agreementfrom a bank in the event
the Statefails to renew the tease. Ifexercised, the bank purchases the bonds as an investment and held not
for resale. Other leasefinancings are general obligations ofAIDEA, backed by the Authority's general
assets and revenues. At thispoint, the State has not determined whatamount o fcredit ex; osure 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 Stale Supported Debt.



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

$(thousands)
Certificates of Participation (COP's)
Amount Outstanding Final
Date Issued at 6/30/00 Maturity

Seward Student Service Center 724190 . $ 4560 $ 6/15/00
Kenai Court House 7124192 4,275 1,630 711102
Wildwood Correctional Center Acquisition 12/10/92 5,655 - 4/1/00
Palmer Court House 711193 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 116,718 s— T79°RT

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



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: jadair@envircon.state.ak.us

January 18, 2001

The Honorable Gene Therriault
Alaska State Senate
Room 121, Capitol Building
Juneau, Alaska 99801

Subject: SB 24, Seafood and Food Safety Laboratory

Dear™»rorTherriault:

The above-referenced hill 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 s critical
not only to the long term costs to the state but also to the food industry in Alaska.

Enclosed you’ll find a brochure we have put together 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.

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 he achieved or 2) a 10% reduction can be achieved and the
American with Disabilities Act (ADA%_requ!rements met. In the case of our current facility,
the lease rate is $.98/_5(1 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 Gene Therriault
Janua™ 18 2001

< The functions of the laboratory are required regulator)' functions for the sale of shellfish and
products in national and international commerce. No other laboratory in the state

dai
per%rms these functions, nor could they under tne federal rules.

<+ The lahoratory also certifies private, commercial laboratories to conduct tests required under
the Safe Drinking Water Act (SDWA) for public water systems. Unless a private lab 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 hetween 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 MuniciPaliP/ 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 hap% 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 iliness.

The location in Anchorag%e 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 lahoratory themselves. An Anchora?_e |location will therefore reduce their
COsts sll%htly, 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 industr

and delivers them to the laboratory as ﬁart 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 Gene Therriault
January 18, 2001

Thank you for your consideration of this request. 1f you have any other questions or need
additional information, don’t hesitate to contact me.

| also want to congratulate you on your election to the Senate. 1 hope you find it professionally
challenging and personally rewarding.

Sincerely,

Director

Enclosures:

< Laboratory Bullets
< Laboratory Brochure
& Letters of Support

Cc:  Devon Mitchell
Department of Revenue

Chris Parce o
Department of Administration
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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

O
exlgj)zring _upgrades. The lease expired December 2000 with two one-year extensions
cannot available. A long term renewal is not an option. By January 2003, we must have
a solid plan to replace the current lab.
extended
long term We want to do our part to lessen the costs of government and provide IonP term
January 1, savings. With a capital project approved in FY98, we hired a private consultant to
wWe must evaluate the best option for replacing the Seafood & Food Safety Laboratory. That
solid plan evaluation showed the most cost effective option to be a state owned famh:y. N
| t Because of the highly specialized needs of any laboratory, building a new facility
replfacement. was found to be much less expensive than renovating pré-existing space.
Cumulative Cost (No Discounting) -20 Y ears
40,000,000 $38,056,000
35,000,000
3,000,000 v
KZ 25’000,000 *vo<e_ v $24,4£,600
S
Js 20,000,000
15.000.000 y
10.000.000
yr M [
5,000,000 - % B

° 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
LeaseV Own £!

A ssum ptions:

Private developer must repay debt within It) 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

45

Conducts product and water samplinﬁ 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 Emsonlng to protect both
public health and public perception of Alaska shellfish products.

Evaluates and randomly samples finfish for parasites and chemical and
bacterial contaminants, which help determine the health and safety of

our ocean resources.

Evaluates raw and finished 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 ot 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.

Caitrnm o fU& Seafood & Food Safety Laho”™ tcdM f

Shellfish Growers/Harvesters Seafood and
0o& SaW
% ]

Seafood Processors

*

Dairy Farmers and Processors
Municipalities
Private/Commercial Labs
Reindeer Herders/Slaughterers

Private/Commercial Horse & Laboratory
attle Owners



How much will the

cost and how wiM 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 briefdescription ofeach, 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 ?rocess 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. Loan packages 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 bill 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).

new Seafood and Food Safety Lab

Recommended!
approach -lease
financing through
sale of honds.

Total hond sale:

$13655
(including
$200,000
ssuance costs)
wﬂhacaptmal ;
appropriation o
$%R0,800f0r
nonbondable
construction
COSts.

Total debt with
Interest over 20
year term is
estimated at
524,433,600,






How The Lab Supports Private Industry

No one else can do what gart of Alaska's diverse economy. The
we do eafood & Food Safety Lahoratory

Paralytic Shellfish Poisoning, PSP helps ensure these products meet ~

No commercial or private federal food safety standards, and in

laboratory in the United States tests  doing so, supports one of the _Iar?est « The Seafood & Food

food products for PSP. U.S. FDA ~ industries in Alaska. Since private Safety Lab is the only lab
no longer certifies private labs are not legally mandated to in the state that is or can
|aborafories for PSP testing. Several ~ conduct PSP testing, a state-owned be approved by FDA to
factors discourage private industry |ab is necessary to guarantee PSP evaluate dairy products
from PSP testin(_:i, such as the legal testing availability, which is needed and shellfish.

liability, seasonal need for testing, ~ for market access.

use of live animals, and high start-

up COSts. Continued eligibility fo r military and

school contractsfo r 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
hey meet PMO requirements.

- 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.

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

rocessors to comply with the
esting requirements of the U.S.
Pasteurized Milk Ordinance,
making the|r_iqroducts eligible for
sale to the military and public

schools. To be sold in national and

international markets,
Alaska's food products
must be tested for
compliance with federal
food standards.

Private/commercial labs must be
certified by the State in orderfor EPA
Approve Commercial Labs to to accepttheir analyses o fpublic
Test Drinking Water water system samples. _
Under the federal Safe Drinkin The Lab supports private laboratories
Water Act, private laboratories %hat 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

Seafood & Food Safety Lab state, are certified by the Seafood &
performs this service for those Food Safety Lab for microbiological
private labs. analﬁ/sm of drinking water as required
by the federal Safe Drinking Water
Act. By having certified laboratories

4 Alaska is the largest wild
salmon producer in world.

Affordable laboratory

services are needed on

along-term,
dependable basis

Continued access to national and
international markets, especialy
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

to test their water supplies, the public
can be sure that the test results are
accurate.

Low-costproduct testing is helping
Alaskan industries.

The State 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.

It is the only lab in the

state that is approved by

EPA to certify private labs
for microbial testing of
public water supplies.



Questions and

WhY now?
Our lease expired December 2000

and we cannot obtain another long-

term lease. Also, the building the
lab is currently in is for sale. One

way or another, we have to move.

Why not privatize?

There 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.

Where will the new
Seafood & Food Safety

Lab be?

We need asite that:

. Has ability to receive samples
as quickly as possible; _
Has access to roads and public
utilities;

. Isstate-owned;

0 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

ational 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.

A nswers

Why does owning makes more sense than leasing?

No acceptable space is
currently available.

\We heavily researched all options.
No building in Anchorage or Mat-
Su would meet our needs without
extensive renovation.

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

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

Not only do labs have equiEment
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 Hoalth
Safe Water* Safe Food,. Healthy Communities”,

It’s cheaper!
By constructing our own buiIdinF,
the State would immediately realize
savmgs. 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
gears whereas the State could take
0 years to pay off the debt. Also,
i)rlvate_ developers would have a
arﬁer investment than the State due
to higher borrowing rates. But, the
most suf;nlflcant 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



Seafood and Food

Safety Laboratory #

mt A fter 30 years inthe 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.



W hat does the Sab do?

m 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.

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

water systems.

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

products.
No one else can do what we do!



Why choose this plan?

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

** L aboratories are unique. They require highly specialized work environments
that must be incorporated into the design of the structure.

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

industries.

m Why choose Anchorage? We needed a location that
m could receive shellfish samples quickly from the Anchorage International
Alirport,

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

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



W hat’s the recommended plan?

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

+* New state-owned laboratory located in Anchorage on
state-owned land isthe 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 not privatize these services?

* EDA does not certify private labs to conduct regulatory PSP testing
& Federal dairy rules require certain tests to be conducted by state regulatory labs
& The Federal Drinking W ater Act requires private labs to be certified by the State

In addition, we keep costs for industry down:

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

Testing done at the request of food manufacturers is also a bargain because of
how state law requires fees be established -- not all overhead is included noris

there any profit built in



W hat happens ifthis bill 1sn’t
passed?

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

m W hile the Division of General Services has contract procurementexperts,
they do not not have the expertise to develop an RFP fora laboratory.
Professional services contracts -- and the funding to pay them ~ would be

required.

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

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

0ff901


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

Why own instead of lease?

Lease when:

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

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

The service is normally provided in the marketplace.

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

Life cycle cost analysis indicates cost of lease is less.

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

Own when;

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

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

The service is difficult to find in the marketplace.

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

Life cycle cost analysis indicates cost of ownership is less.

Internal configuration of space is subject
to significant change.
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January 19, 2001
& % o me S.**' J’i' *
ttnice; director bt e S VAR
ADKG:; Div. of Environmental Health
5$$ Cordova Street

Anchorage, AK 99501

Dear Ms. Adair;

. Tnvpleased to offer the support of shellfish growers, tor the corlstnieTion. ~ i)ew :
tood satety lADOrAtOry in Anchorage. Jo addition to being cost effective’ lor tiiei“te the: .
: qew lab will significantly improve service to the overvvhelml.nglna|0r|tyof|I|cv|b}Jstomers .
It serves, : R )
| have visited the lab on several acclusions over the past 10 years hrid' ajriifiilly «
aware ofthe antiquated nature oftlie facnu\(, The lapsing ofthe lease invUiexhireall. ©  of
facility may; be a blessing in disguise since, the facilityshould haveb e e n e
ap.. - _ o Y 4 YW
o+ i" =.Fof.shellfish growers, the shift to an Anchorage location makes a:tremendous:.-
amoiint of sense, since logistics to Palmer have proven to be difficult and c.vponkive.. .For;
exariiple mhen we send in water samples for analysis, Wwe have 30 hours Jfrnttbb time..
sttiby,a?% collected until they have to be in the hands of lab technicians. .- WhUe/th<3eg :
from-Anchorage to-Palmer doesn't sound .significant, courier service.40. Palmer.i.\imited V
arid Cxpenbive.” I've had to have my lather, who lives in Anchor%ge, %k U(F jaks'pieat =
the airport and run it out to Palmer simply because my time window \Would have mapsed V;.
| tfre samples had to wiait for a courier delivery. .

Atism understandmlq-that roughly 80 per cent of the lab's busiriess.invpl”es®
seafood, and the Anchoraﬁe ocation would be considerably more corivehierit'M.roost of;*
the customers served by the lab. As a geoduclc buyer, 1am alnfullty awareMtfip;.
difficult and expensive logistics of ?ettlng.PSP’Samples to Palmer from the Ancfijdrage .
airport. From my long involvement'on the ASMI hoard. Jam aware that th\t.isajiJrpliferri
tliat many inthe industry have iri common. . . e

»According to information we received through briefings.by DEC.pcrsprinel, the
shiftto a facility in Anchorage also makes good fiscal sense since the bUIIdIn? violiid be
amortized qveraZO-yearCPenod, resulting In significant savings in lease fees fortlie . .
remaining life ofthe Structure.* . 'Y Al

. V.Orie ofthe concerns I've heard voiced about the new lab is timt the.serytcM should
kﬁcbhtraetec? out to the private sector, ratherthan Investing in a new pabﬁc s%‘d #J )

{ ; 1an INVES : IUne;;
have been active in PSP testing and water certification issues on a national level #or

ASGA, and have investigated the use of private labomtuiy services for ray own farm. 1

Roilger Painter, vice-president + P.O.Box 20704 .lunenuiAK 99802 -+m Phone/fa™::(907) 46j-36()0
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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 fcca
attract interest from the private secror.

nerwfood safety lab in Anchorage. Please let me know ifthere's anything | can do to
further support this important project.



Marine Blotoxin Testirg E\A/ﬁﬁ%‘mm
NO/ 1 4 2000

REGEIVEO

November 7, 2000

Ms. Janice Adair
Director, Division of Environmental Health

555 Cordova Street
Anchorage, Alaska
USA 99501

Dear Ms. Adair;

| 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 ofthe industry is to ensure the products are of the
highest sanitary quality. It is essential for the State of Alaska to maintain state of

the art, comprehensive testing services to ensure this quality is maintained.

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

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

to discuss this further.

Yours

Joanne F. Jellett,
President J

101 Research Dr., PO Box 790 Dartmouth, NS B2Y 3Z7 Canada Tel: 902 424 8670 Ext. 147 Fax: 902 424 4679
Website Address: http:\\www.innovacorp.ns.ca\jbiotek


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

Alaska
Seafood
International

January 15, 2001

AK Department of Environmental Conservation
Attn: Janice Adair

555 Cordova St

Anchorage, AK 99501-2617

Dear Janice,

| am writing this letter in support of your endeavors in u %adln the state microbiology
lah. | believe that the State of Alaska may better Sléppo { the seafood industry bK/Ihavmg
applicable state of the ait services to enhance already existing testing abilities. Moreover,
the Alaska Def)artment 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. Kan?_ _
Manager, Quality Control

ALASKA SEAFOOD INTERNATIONAL, II.C « 6639 Seafood Drive * Anduirnijc-. Alaska 99518
Tel (907) 770-3200 + Fax (907) 770-3.370 « wwwalLHhwwfad.com

2 .d 9AE80Z.AAQG tuipoojease™eib TO 81 wuer



M arine A dvisory P rogranm

University of Alaska Fairbanks School of Fisheries and Ocean Sciences
2221 e.Northern Lights Bivd., #iilo
ANCHORAGE, ALASKA 99508-4140
January 18, 2001 PHONE: 907-274-9691

FAX:  907-277-5242

Subject: Proposal to move the Seafood and Food Safety Laboratory

Dear Ms: Adair

The University 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. Ifyou need any additional support information, please

contact us.

Respectfully,

Raymond RalLonde
Aquaculture Specialist

Dr. Donald Kramer
Seafood Safety Specialist
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S Southeast Mission Sratctnert: To develop, expand, and enhance
A Alaska new and existing divefisheries InSoutheastAlaska.
R  Regional
D oie Julle Decker, Executive Director
F Fisheries g Decker, Executive Directors Assistant
A o Box2138 Wrangell AK 99929
Association Ph: 9D7-874-3110; Fax: 1:07-874-4270

glgjulie@apialaska.net

State of Alaska Legislators

February 5th, 2001
RE: SARDFA's supportof new Food Safety Lab In Anchorage

Dear Legislators,

| am writing to you on behalf of the Southeast Alaska Regional Dive Fisheries Association, or
SARDFA. SARDFA is a non-profit, economic development corporation whose mission Is to
develop, expand, and enhance new and existing dive fisheries In Southeast Alaska. SARDFA was
created by AS 43.76.100-210. SARDFA's Board of Directors is composed of six harvest diver
representatives, one processor representative, and one munldpal 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 aliow 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 whici are taken in remote areas of Southeast
Alaska must make It to the lab within 30 hours In orler to perform testing. If the samples are
even one hour late, they must be retaken by sending boats out to the remote areas again, which

Is very costly.

Again, SARDFA would like to express its support of the construction of a new Seafood & Food
Safety Lab In Anchorage. | hope I personally get a chance to speak with you about this subject
Feel free to contact me if there are any questions about this issue
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