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N ote : A m oun ts d o  no t inc lude in flation u n le ss  otherw ise noted below .
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
P e rs o n a l S e rv ic e s
T ra v e l
C on trac tua l
Supp lie s
Equ ipm ent
Land & S tru c tu res
G ran ts  & C la im s
M isce llan eou s

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
ICAPITAL EXPENDITURES
[CHANGE IN REVENUES ( ) I i I I
FUND SOURCE (T h ou san d s o f  D o lla rs )
1 0 0 2  F ed e ra l R ece ip ts
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T h is  bill w o u ld  p ro v id e  le a s e  an d  co n tra ct e x te n s io n s for re a l pro perty up to a  m a x im u m  e x te n s io n  o f 10 
y e a r s  if a  m inim um  c o s t  s a v in g  of a t le a s t five p ercen t b e lo w  m arket ra te s o n  the ren t d u e  u n d e r th e  le a s e  
a re  a c h ie v e d ; o r a  co n tra ct for g o o d s  or s e r v ic e s  for up to a  m axim u m  e x te n sio n  o f  five y e a r s  if a  m inim um  
c o s t  s a v in g s  o f at le a s t  five p e rc e n t m a y  b e  a c h ie v e d  on the price e s ta b lis h e d  in th e co n tra ct. W h ile  the 
bill a llo w s  for g re a te r  flexibility a n d  g re a te r potential s a v in g s , it is not p o s s ib le  to quantify th em  N o 
additional fu n d s  will b e  n e c e s s a r y  a s  a  re su lt o f this bill.
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LEGAL SERVICES

( 9 0 7 )  4 6 5 - 3 8 6 7  o r  4 6 5 - 2 4 5 0  
FAX  (9 0 7 )  4 6 5 - 2 0 2 9  
Mail S top  3 1 0 1

D IV IS IO N  O F  L E G A L  A N D  R E S E A R C H  S E R V IC E S  
L E G IS L A T IV E  A F F A IR S  A G E N C Y  

S T A T E  O F  A L A S K A S ta te  C ap ito l 
J u n e a u , A la s k a  9 9 8 0 1 - 1 1 8 2  

D e liv e r ie s  to : 1 2 9  6 th  S t ., R m . 3 2 9

M E M O R A N D U M A p ril  2 0 , 2 0 0 4

SUBJECT: C S S B  3 8 0 (  ) re la t in g  to  re a l e s ta te  le a s e  e x te n s io n s  
(W o rk  O rd e r  N o . 2 3 ~ G S 2 1 5 0 \D )

TO:

FROM:

S e n a to r  G a ry  S te v e n s
C h a ir , S e n a te  S ta te  A ffa ir s  C o m m itte e
A ttn : K a tr in a

T h e r e s a  L . B a n n is te r  
L e g is la t iv e  C o u n se l

T h is  m e m o  a c c o m p a n ie s  th e  c o m m itte e  s u b s ti tu te  d ra f t  d e s c r ib e d  a b o v e .

C o v e ra g e  o f  J u d ic ia l  B ra n c h . P le a s e  b e  a w a re  th a t  th e  d ra f t 's  c o v e ra g e  o f  th e  ju d ic ia l  
b ra n c h  m a y  r a is e  a  s e p a ra t io n  o f  p o w e rs  is su e . B e c a u s e  th e  s e c t io n  a p p lie s  
n o tw ith s ta n d in g  th e  o th e r  p ro v is io n s  o f  th e  c h a p te r ,  it  m a y  o v e r r id e  a  c o n f l ic t in g  
p ro c u re m e n t p ro c e d u re  o n  th e  sp e c if ic  s u b je c t  th a t  th e  ju d ic ia l  b ra n c h  h a s  o r  d e c id e s  to  
a d o p t u n d e r  A S  3 6 .3 0 .0 3 0 . In  a d d itio n , th e  p ro p o s e d  s e c . 3 6 .3 0 .0 8 3  e s ta b lis h e s  a 
re p o r t in g  re q u ire m e n t fo r  th e  ju d ic ia l  b ra n c h . T h e s e  m a y  n o t  b e  la rg e  p ro b le m s  b e c a u s e  
th e  n e w  e x te n s io n  la n g u a g e  is p e rm is s iv e , n o t  m a n d a to ry , a n d , w ith  re g a rd  to  th e  
re p o r t in g  re q u ire m e n t, b e c a u s e  th e  le g is la tu re  h a s  o v e r s ig h t  a u th o r i ty  w h e n  it c o m e s  to  
s ta te  m o n e y  m a tte rs . H o w e v e r , I w a n te d  y o u  to  b e  a w a re  o f  th e  is su e .

I f  I  m a y  b e  o f  fu r th e r  a s s is ta n c e , p le a se  a d v ise .

T L B :m e d
0 4 -4 2 6 .m e d

E n c lo s u re



WORK D R A F T WORK D R A F T
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4/20/04

W ORK D R A F T

C S  F O R  S E N A T E  B I L L  N O . 3 8 0 (  )

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T Y -T H IR D  L E G IS L A T U R E  - S E C O N D  S E S S IO N

BY

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A  B I L L  

F O R  A N  A C T  E N T I T L E D  

" A n  A c t  r e l a t i n g  to  t im e  e x te n s io n s  u n d e r  t h e  S t a t e  P r o c u r e m e n t  C o d e  f o r  r e a l  p r o p e r ty  

le a s e s ;  a n d  p r o v i d i n g  f o r  a n  e f fe c tiv e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t io n  1. A S  3 6 .3 0 .0 8 3  is  re p e a le d  a n d  re e n a c te d  to  re a d :

S e c . 3 6 .3 0 .0 8 3 . L e a s e  e x te n s io n s  a u t h o r i z e d ,  (a )  N o tw ith s ta n d in g  a n y  o th e r  

p ro v is io n  o f  th is  c h a p te r , th e  d e p a r tm e n t, th e  B o a rd  o f  R e g e n ts  o f  th e  U n iv e r s i ty  o f  

A la s k a , th e  le g is la tiv e  c o u n c il, o r  th e  c o u r t  s y s te m  m a y  e x te n d  a  re a l p ro p e r ly  le a se  

th a t is  e n te re d  in to  u n d e r  th is  c h a p te r  fo r  u p  to  10 y e a r s  i f  a  m in im u m  c o s t  s a v in g s  o f  

a t le a s t  10 p e rc e n t  b e lo w  th e  m a rk e t re n ta l v a lu e  o f  th e  re a l p ro p e r ty  a t  th e  t im e  o f  th e  

e x te n s io n  w o u ld  b e  a c h ie v e d  o n  th e  r e n t  d u e  u n d e r  th e  le a se . T h e  m a rk e t  re n ta l  v a lu e  

m u s t  b e  e s ta b l is h e d  by  a  real e s ta te  b ro k e r 's  o p in io n  o f  th e  re n ta l  v a lu e  o r  b y  an  

a p p ra is a l  o f  th e  re n ta l v a lu e .

(b )  T h e  d e p a r tm e n t, th e  U n iv e r s i ty  o f  A la s k a , th e  c o u r t  s y s te m , a n d  th e  

L e g is la t iv e  A ffa ir s  A g e n c y  sh a ll s u b m it  in d iv id u a lly  a n  a n n u a l r e p o r t  to  th e

-1-
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W ORK D R A F T WORK D R A F T 23-G S 2150 \D

L e g is la tiv e  B u d g e t  a n d  A u d i t  C o m m itte e  d e ta i l in g  th e  le a s e s  e x te n d e d  a n d  th e  c o s t 

s a v in g s  a c h ie v e d  b y  th a t  e n ti ty  u n d e r  (a ) o f  th is  s e c t io n . T h e  re p o r ts  a re  d u e  

A u g u s t 31 o f  e a c h  y e a r .

* S e c . 2. T h e  u n c o d if ie d  la w  o f  th e  S ta te  o f  A la sk a  is  a m e n d e d  b y  a d d in g  a  n e w  s e c tio n  to  

re a d :

A P P L IC A B IL IT Y . N o tw ith s ta n d in g  th e  c h a n g e s  m a d e  b y  s e c . 1 o f  th is  A c t, th e  s ta te  

a g e n c ie s  a f fe c te d  b y  th is  A c t m a y  c o n tin u e  to  a c t on  o r  c o n s id e r  a  p ro v is io n  o f  a s o lic ita tio n , 

n o t ic e  o f  in te n t to  a w a rd , o r  r e s p o n s e  to  s o lic ita tio n  m a d e  b e fo re  th e  e f fe c t iv e  d a te  o f  se c . 1 o f  

th is  A c t, to  th e  e x te n t  th a t th e  p ro v is io n  is n o t in c o n s is te n t  w ith  a  p ro v is io n  o f  sec . 1 o f  th is  

A c t.

* S e c . 3. T h e  u n c o d if ie d  la w  o f  th e  S ta te  o f  A la sk a  is  a m e n d e d  b y  a d d in g  a  n e w  s e c tio n  to  

re a d :

F IR S T  L E A S E  E X T E N S IO N  R E P O R T . N o tw i th s ta n d in g  A S  3 6 .3 0 .0 8 3 (b ) , as 

r e p e a le d  an d  re e n a c te d  b y  sec . 1 o f  th is  A c t, th e  f ir s t  le a se  e x te n s io n  re p o r t u n d e r  

A S  3 6 .3 0 .0 8 3 (b )  is d u e  A u g u s t  3 1 , 2 0 0 5 , a n d  m u s t  c o v e r  f is c a l y e a r  2 0 0 5 .

* S e c . 4. T h is  A c t ta k e s  e f f e c t  im m e d ia te ly  u n d e r  A S  0 1 .1 0 .0 7 0 (c ) .
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(907) 465-3500 
FAX (907) 465-3532 

W W W .G O V .STA TE .AK .U S

March 24, 2,004

The Honorable Gene Therriault 
President of the Senate 
Alaska State Legislature 
State Capitol, Room 111 
Ju n eau , AK 99801-1182

Dear President Therriault:

Under the authority of article III, section 18 of the Alaska Constitution, 1 
am  transm itting a  bill relating to the extension of term s for leases and terms 
for contracts for goods and services under the State Procurement Code.

This bill would make several changes to the State Procurement Code. 
Section one of the bill wou Id authorize the state to negotiate lease rate 
reductions on existing leases in exchange for certain term extensions when 
favorable lease rates are available. The current process only authorizes lease 
extensions if the property owner agrees to either (1) reduce the lease rate by ten 
percent and perform modifications to bring the property into Americans with 
Disabilities Act compliance, or (2) reduce the lease rate by 15 percent. The 
problem is, the current process does not take into account whether the current 
lease rate is already below m arket. Due to m arket conditions and current lease 
rates, this high discount is often not acceptable to property owners.

Many of our current lease rates are already below m arket and leave the 
lessor unwilling to meet the 10 or 15 percent reduction to extend the lease. In 
fact, only a small percentage of lease extensions have been negotiated under 
the existing provisions. The only option left for the state is to issue a  new 
request for proposals. Often this results in additional moving costs and m arket 
rates, which can represent a substantial increase in costs to the state.

The method proposed in this bill would ensure th a t the state receives the 
best value for its leasing dollars. Lease extensions would only be authorized 
where the rates are a minimum of five percent below market. This would allow 
the state to maintain its presence in leases which are already well below 
m arket rates. Additional savings beyond the five percent would be negotiated 
depending on a number of factors such as location, current m arket value, 
existing vacancies, and m arket trends.

GOVERNO R0G O V .STATE .AK .US

F r a n k  H .  M u r k o w s k i
G o v e r n o r

S t a t e  o f  A la sk a
O f f i c e  o f  t h e  g o v e r n o r  

J u n e a u

http://WWW.GOV.STATE.AK.US


The bill also would authorize term extensions for up to five years for 
contracts for goods and services provided a minimum cost savings of a t least 
five percent could be achieved on the price of the goods or services as set in the 
current contract. Under present law, a t the end. of the contract term, contracts 
for goods or services m ust be resolicited through a competitive process or a 
new contract awarded based upon alternative procurem ent methods regardless 
of price reductions tha t may be offered by the contractor if the contract were 
extended.

I urge your prompt and favorable action on this measure.

T h e  H o n o r a b l e  G e n e  T h e r r i a u l t
M a r c h  2 4 ,  2 0 0 4
P a g e  2

Sincerely yours,

■Ffank H. Murkowski 
Governor

Enclosure


