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S E N A T E  B I L L  59,' H O U S E  B I L L  187
C H A N G E  IN  C E R T IF IC A T E  O F  N E E D  L A W

B a c k g ro u n d : A laska has had a certificate o f  need law since 1976. T he O riginal in tent o f  the 
law  w as to ensure the developm ent o f  an accessible, cost-effective health  care system  w ith 
quality  services. It was designed to prom ote good planning by requiring  applican ts to ju stify  
the need and docum ent how  the project fits in with other health care facilities and initiatives. 
Local p rojects are assessed from a statew ide, com prehensive, inclusive perspective rather 
than  from  a local individual com m unity or facility  perspective.
T h e  P ro b le m : $120 m illion  was spent for long term  care services to approxim ately  5,000 
A laskans in 1996, w ith approxim ately  two thirds ($80 m illion) com ing  from  State General 
Fund expenditures. C onservative assum ptions about population and inflation  project costs 
for services at over $215 m illion by the year 2015, m oderate assum ptions indicate a 
projection  o f  $545 m illion, and high projections indicate costs o f  $ 1 b illion  in 2015. U nless 
there is a change in the w ay services are offered, there will be such a dem and fo r long-term  
care services that m any consum ers could be denied needed services due to the cost.
In order to m eet the projected dem and for services, a better m ix  o f  long-term  care services 
needs to be prom oted. W here appropriate, less costly hom e and com m unity  based  long-term  
care services need to be expanded rather than construction o f  expensive new  nursing hom e 
beds. A lso, seniors have indicated they w ant to have a choice to stay at hom e as long as 
possible.
A S o lu tio n : In 1996, a m oratorium  w as passed on the construction  o f  new  nursing  beds in 
order to allow  tim e for the hom e and com m unity based a lternatives to grow . Since the 
m oratorium , the num ber o f  indiv iduals served in hom e and com m unity  based setting  
increased from  an equivalent o f  140 clients to 389 clients through O lder A lask an ’s w aivers. 
W aiver clien ts m ust m eet the sam e criteria for nursing hom e adm ission  as nursing  hom e 
residents. Senior utilization o f nursing hom es during that tim e dropped  from  an equivalen t o f  
558 seniors to 492 seniors, a reduction o f  23,360 patient days. On average, ten  n ew  nursing 
hom e beds w ill increase the M edicaid budget by about $1 m illion annually  
N ow  that the m oratorium  has expired , there needs to be a m echanism  to control long term  
care costs and encourage the grow th o f  hom e and com m unity based services. C hanges in the 
certificate law  will help control costs, prom ote planning, and create  a better m ix o f  services. 
C urrently the D epartm ent o f  H ealth and Social Services review s all nursing  bed projects that 
cost over $1 m illion. There is a loophole that allow s a facility  to add new  nursing  beds i f  
they can be built for under $1 m illion. M ost conversions o f  beds from acute to long term  
care cost under $1 m illion. Senate Bill 59 and House Bill 187 am end the certificate o f  need 
law to require all conversions o f  acute care or other beds to nursing beds to have a CON 
review .
The certificate o f  need law also needs a new section added that allow s b roader rev iew  
analysis for nursing hom es and nursing hom e beds. D ecisions are curren tly  lim ited to 
accessibility  and quality. This new  section would allow  decisions to be m ade based on 
additional standards such as need, financial feasibility, and availability  o f  alternatives such as 
hom e and com m unity  based services.
The list o f  criteria and standards w ould be changed to be m ore specific and better reflect the 
recom m endations o f the Legislative W orking G roup on L ong-T erm  C are.
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In order to im plem ent SB 5 9 /H B  187, the D epartm ent will have to develop review  
standards that will include the im pact of hom e and com m unity based  services on reducing  
the need for new  nursin g  hom e beds. The problem is quite sim ilar to dow nsizing API. In 
that process, several stu d ies were developed to determ ine how m any bed s w ould be needed  
and the effect th at various com m unity based services would have in reducing institutional 
bed need. In th is  case , we need to determine:

• B oundaries o f the regional service areas based on patient origination data;
• Long-term care utilization by region (how m any seniors need long-term  care services);
• The senior population  growth in th ese  regions; and
• W hat percentage of the seniors could be served appropriately at hom e, in a ss is ted  living, 

or in another hom e or com m unity based setting.

Currently, the n u rsin g  bed need m ethodology is flawed because it is  based on historical 
utilization. The system  is changing from primarily an inpatient sy stem  to an em p hasis on 
hom e and com m unity  based services, and therefore, a new m ethod o f a sse ss in g  ne m ust  
be developed. The new  m ethod m u st take into account the num ber o f person s whc m  be 
served at hom e o:r in assisted  living facilities instead of in nursin g  h om es. D evelopm ent of 
new standards will require gathering utilization data on assisted  living, hom e health , adult 
day care, hospice, residential hom e u se , and other senior services to determ ine the im pact 
these services have on  keeping sen iors out of nursing hom es.

The D epartm ent has checked with several private firms and they confirm  th at the requested  
funds of $ 2 6 ,5 0 0  are sufficient to develop a standard. A con su ltan t m u st be hired to 
com plete th is ta sk  b ecau se the State does not currently have staff to com plete the task. The 
only option for the State staff to com plete th is research would be to place a three m onth  
moratorium on all certificate of need applications to allow time to com plete the research  
and develop the hom e and com m unity based com ponent of the standard for long-term  care 
reviews.

The Urban in stitu te sta tes that “A study of the change in nursing hom e bed supply between  
1981 and 1993  found that CON programs and moratoria on new  construction  significantly  
reduced the rate of increase in the num ber of nursing hom e b ed s.” However, the sam e  
article states that “CON programs often do not have the technical rationale to find a lack of 
“need” for m ore nursing hom e b ed s...” and “CON program s are u su a lly  required to judge  
only need and to ignore state budgetary concerns.” 1_________________________________________

1 Wiener, Stevenson, & Goldenson. Controlling the Supply of Long-Term Care Providers at the State Level. The Urban Institute. 
Occasional Paper Number 22. December 199S. Page 3.
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MEMORANDUM

To: H ouse an d  S e n a te  F inance C om m ittee M em bers

From: Rick Solie
Director of C om m unity R elations & Planning 
Fairbanks M emorial Hospital/Denali C en ter

Date: April 27 , 1999

Subject: HB 187 / SB  59 - Certificate of N eed for Long-Term  C are  Facilities
O pposition to an  am en d m en t related to im aging se rv ices  an d  d ay  su rgery  facilities

SB 59 and  HB 187 a re  th e  result of the  Long Term C are  T ask  Force efforts to modify th e  C ertificate 
of njeed (CON) program  governing th e  expansion of nursing h o m es. W e su p p o rt th is  legislation 
and  ap p rec ia te  the L eg isla tu re’s  attention  fo this im portant a re a  of health  ca re .

Recently, an  am en d m en t w a s  offered to HB 187 in the  H ouse H E SS  C om m ittee (which failed) that 
would exem pt im aging se rv ic e s  an d  d ay  (am bulatory) su rgery  facilities from th e  curren t CON 
requ irem ents of ihe  D epartm en t of Health and  Social Serv ices. T his exclusion  is both u n re la ted  to 
th e  T ask  Force recom m endation  an d  would c rea te  a p iece-m eal ap p ro ach  to m odifying the CON 
laws. We oppose this amendment.

The A laska S ta te  Hospital an d  Nursing Hom e A ssociation (ASHNHA) h a s  recogn ized  th e  n e e d  for 
clarification of the CON law s to c re a te  a  level playing field be tw een  health  c a re  providers. W e are  
willir.] to work with th e  Legislature to develop so m e appropria te  c h a n g e s  an d  have identified the 
need  to do so  in our 1999  work plan. However, th is legislation is not th e  app rop ria te  vehicle.

In Fairbanks, there  a re  currently  th ree  applican ts, including Fairbanks M emorial Hospital, w ho have 
req u ested  a  CON to provide am bulatory  surgery  facilities. T h e  cu rren t p ro c e ss  will require  a 
D epartm ental review of th e  application(s), public hearin g s an d  a  decision  by th e  C om m issioner. 
Approval of th is exem ption  would circum vent the CON p ro c ess  currently  underw ay  in F airbanks.

Quality and  a c c e s s  a re  im portant e le m e n ts  of our health delivery sy stem  an d  w e a s k  that you not 
consider this exclusion w ithout a  thorough exam ination of th e  is su e s  re la ted  to am bulatory  se rv ices 
and  the s ta te ’s  role in oversight.

Thank you for your co n sideration .

cc: Interior Legislative Delegation
C om m issioner Karen Perdue

Attachments: A m endm ent to HB 187

A momhor nf I nthnran Health fJvdomc
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Representative Con Bunde, Co-chairman  
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C e r t if ic a t e  o f  N e e d

The Task Force recommends that legislation be drafted 
and introduced to adopt the nursing home certificate of 
need recommendations developed by the L egislative Work­
ing Group on Long-Term  Care (1997).

“The certificate  
o f  need review  
process is re­
qu ired  o f  any  
health fa c ility  
plan n in g  to 
spen d  a m illion  
dollars or m ore  
f o r  construc­
tion. ”

U nder AS 18.07, the D epartm ent o f Health and Social Services adm inisters the 
C ertificate o f Need Program . This program  was created as a tool to control health  
care costs and prevent unnecessary or duplicative facilities o r services. A  c e rtif i­
cate o f need is required o f any health facility planning to spend one m illion  or 
m ore for construction, expansion or rem odeling.

The certificate o f need review  is initialed when a health care facility  subm its a 
letter o f intent to the D epartm ent o f Health and Social Services. T his le tter o f  
intent provides the project description, estim ated cost, and starting and co m p le ­
tion dates for the project. Based on the letter o f intent, the departm ent determ ines 
w hether a detailed certificate o f need application is needed. O nce the application  
is received and declared com plete, departm ent staff analyzes the request and m akes 
a recom m endation to the C om m issioner o f Health and Social Services, w ho d e ­
cides to approve or deny the application. The decision to grant or deny a certificate  
o f need may be appealed.

In June 1996, HB 528 was signed into law (C hapter 84, SLA 96). T h is p laced a 
tw o-year m oratorium  on the issuance o f certificates o f need or licenses fo r any 
new nursing hom e beds in A laska effectively preventing any nursing hom e beds 
from being added until the m oratorium  expired. T h is tw o-year m oratorium  e x ­
pired M ay 1, 1998. The law was passed due to concerns over the potential rapid 
grow th o f nursing hom e beds that becam e im m inent as the result o f the p lanned 
addition of 147 new nursing beds costing $11 m illion annually. The m oratorium  
allowed tim e to develop alternatives to nursing hom e beds and assess what could 
be done to prom ote cost containm ent.40

The six-m em ber w orking group established under HB 528 thoroughly analyzed 
the current procedure to grant certificates o f need to long-term  care health facili­
ties and determ ined several w eakness in existing law. As currently  w ritten, AS
18.07.041 requires the D epartm ent o f Health and Social Services to grant a certifi­
cate o f need if "the availability and quality  o f existing health care resources or the

Page 36 S ec tio n  3 Long-Term Care Task Force Report •> January 1999
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accessib ility  to those resources is less than the current or projected requirem ent 
for health  services to m aintain the good health o f citizens o f this state .” In o ther 
w ords, the D epartm ent m ust grant a certificate o f  need for new construction, ex ­
pansion o r rem odeling o f a nursing hom e facility  if  the service is not available or 
sufficiently  accessible, and the applicant can dem onstra te  that the proposed se r­
vice will be provided in a quality m anner.

In its report the Legislative Working Group stated the following:

W hile  availability, accessibility and quality are im portant, they are insuffi­
cient for assessing a current or projected requirem ent for health services. 
M eeting  a current requirem ent does not m ean that there is a long-term  
need fo r the service or facility or there will be the resources necessary to 
sustain  the service or facility throughout its life cycle. Similarly, m eeting a 
current or projected need does not m ean that it is the most cost-effective 
m ethod for doing so; nor does it m ean that the State, facing declining re ­
sources, should encourage and support a low priority  service in the face o f  
m ore pressing priorities. The certificate o f need program  requires m ore 
explicit statutory and regulatory definition in these areas to better control 
costs and better target the health care priorities o f A laskans.47

C urrently there is a potential in A laska for m any new  nursing beds to be built and, 
if built, these beds will cost the state a great deal. U sing a medium  grow th p ro jec­
tion, it is estim ated that the senior population in A laska will grow from  31,398 in 
1997 to 80,927 by 2015.48 In FY 97, the A laska M edicaid program  spent S43.S 
m illion for 720 licensed nursing hom e beds. If  the need for beds rem ains constant 
in the future, the num ber o f beds could grow to 1,861 by 2015, a 250 percent 
grow th at the annual cost to M edicaid o f an additional $109.5 million. “Proposed 
projects need to be com pared against feasible alternatives to determ ine if the p ro ­
posal is the most cost effective way o f achieving com parable results.”49

U nder the legislation proposed by the Legislative Working Group on Long-Term 
Care, new nursing hom e projects will need to dem onstrate the cost-effectiveness 
o f each request. Proposed projects will be com pared against feasible alternatives 
to determ ine if the proposal is the m ost effective way to achieve com parable re­
sults. The Task Force recognizes that this issue needs m ore discussion and recom ­
m ends that legislation be introduced for further consideration. (Please see A ppen­
dix B, page 69, for further detail. ♦>

“The Legislative 
Working Group 
states that the 
certificate of 
need program 
requires more 
explicit statutory 
definition."

“Under the 
legislation, new 
nursing home 
projects will need 
to demonstrate 
cost effective­
ness. ”

Long-Term Care Task Force Report <• January 1999 S e c tio n  3 ❖ P a g e  37



INTERNET ADDRESS: 
acoa@admin.state.ak.us

P.O . BOX 110209 
JUNEAU. AK 99811-0209 

(907) 465-3250 
FAX: 465-1716

A l a s k a  C o m m i s s i o n  o n  A g i n g

R eso lu tion  99-5

In support o f  SB 59: An act relating to the certificate o f need program fo r  
nursing care facilities and other facilities

W hereas A lask a ’s rapidly  grow ing statew ide senior citizen com m unity is part o f  a national and 
in ternational trend o f  increased longevity  due to better nutrition, health  care, and  increased  
standards o f  liv ing, and

W hereas the  sta tew ide com m unity  o f  older A laskans age 65+ is projected to grow  from  22,095  in 
1990 to 80,927 by  2015, and

W hereas the availability  o f  appropriate long-term  care is vital to the w ell-being  o f  d isabled , 
chronically  ill and frail A laskans o f  all ages now, and in the future, and

W hereas developing the capacity  to m eet present and projected long-term  care needs challenges 
us to plan strategically  and allocate long-term  care resources accordingly; and

W hereas SB 59 will am end A laska’s Certificate o f  Need Program  to im prove the S ta te ’s ab ility  
to assure that future long-term  care developm ent is strategic, responsive to pub lic  need  and 
preference, and cost-effective, and

W hereas the L egislative Long T erm  Task Force Report o f  January, 1999, recom m ended  the 
introduction o f  this legislation in its Recom m endation #21;

N ow  therefore the A laska C om m ission  on Aging strongly encourages the T w enty-F irst A laska 
L egislature to pass S B  59.

A dopted this 9 lh day o f  M arch, 1999.

A laire Stanton 
Chair

mailto:acoa@admin.state.ak.us
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Certificate of Need Requirements 

Stale of Alaska

Issue:

The Certifi cate of Need process was established by the federal government to 
control spending/costs which potentially could deflate available health care dollars. 
The premise assumed health care costs would be controlled by eliminating 
duplicative and costly construction as well as multiplicity of equipment acquisition. 
In theory, the Certificate of Need process assumes xtensive costs are passed on to 
the public.

Historical Prospective:

“The federal government's first major foray into health planning was tbe 
Hospital Survey and Construction Act (the HiU-Bnrton Act), passed in 1946, which 
distributed federal health care funds according to population and need (42 U.S.C. 
291). In 1966, Congress enacted the Comprehensive Health Planning and Public 
Health Services Amendments, which provided funding for local and state health 
planning (42 U.S.C 246). These acts were replaced in 1974 by the Planning Act (42 
U.S;G 300k-300t), which was repealed effective Jannary 1,1987 (Pob.L. 99-660 
,701) but which nonetheless, continues to play a significant role in the various health 
planning programs administered by tbe states. The Social Security Act 
Amendments of 1972 contain health planning requirements that are stiH in effect (42 
U.S.C. 1320). These Amendments establish a review process for capital 
reimbursement purposes (known as “Section 1122 review)...require that certain 
institutional Medicare providers engage in institutional health planning and 
budgeting (42 U.S.C. 1395).”

(HEALTH CARE LAW A Practical Guide, Macdonald, Michael, Meyer, 
Kathryn, Essig, Beth, Matthew Bender, NY)

I



Essentially, the federal legislation established the framework within which 
participating states must regulate health resources. The Certificate of Need is 
perhaps one of the most significant aspects of the health planning laws. Of 
interesting note regarding variances in state CON policies, Massachusetts 
dramatically limited the number of projects requiring CON review and raised its 
expenditure limit to seven million dollars and excluded many types of equipment 
purchases. A majority of other states have eliminated the CON process all together.

Points:

Contrary to the purpose of the limitations imposed by the CON, 
independent free-standing ambulatory surgery centers are specifically designed to 
reduce costly overhead and improve patient access to quality of care for specific 
surgical services.

The Certificate of Need requirement actually works opposite the intended 
purpose. Rather than reducing costs, it enhances the monopolistic powers of a singly 
empowered agency. Most with little incentive to control costs, certified providers 
(often sole hospital providers within rural communities) actually operate with 
impunity. To highlight the lessons learned by others, all but six states nationwide 
have eliminated the requirement to obtain a Certificate of Need.

Ironically, the costs of the CON review process both in dollars and in *ime, 
drive the expenses of facility development higher than the cost would be without the 
certification process. The funds expended in participating in the CON process 
would he best utilized in providing for tl. r i>xtients quality care in a comfortable, 
patient friendly center than debatibg the Need.

In the case of Fairbanks, the State found “need” for 2 additional OR suites 
within the Fairbanks Community in 1995. Due to strong opposition to tbe granting



of the CON to an independent physician, the sole provider of outpatient surgical 
services solicited approval citing utilization need and was granted an additional 
designated surgical suite. The result of this process left the monopolistic facility 
control structure intact.

The $1,000,000.00 threshold that requires a Certificate of Need has long ago 
been overcome by inflation, technological advancements and regulatory agency 
requirements. Tbe low threshold has placed an unreasonable restrictive barrier to 
developing a quality health care independent free standing surgical center without 
cumbersome and costly restrictions. In current times when minimal construction 
costs to meet state and federal regulatory mandates drives cost to exceed 
$1,000,000.00 there are no options other than a costly application process to obtain a 
CON. That effort and money allocation should be more appropriately committed to 
funding tbe development of the facility, not to provide elaborate documentation to 
satisfy purely administrative requirements.

Advocates for retention of the CON process argue that competition wiU 
drai latically alter revenue flows. They contend that across the board expenses 
which Hospital Outpatient Surgery fees augment will no longer be available to 
hospitals benevolently providing care for the uninsured, altering the availability of 
uncompensated care. These proponents also argue that competition For market 
revenue will hinder their funding for advanced medical technology within the 
community. In reality, competition spurs efficiencies that would not be realized in a 
non competitive environment

Today's healthcare consumers are economy minded...both patients and 
payors. Demand for and utilization of independent free standing surgical center 
facilities has increased dramatically due to spiraling costs of providing medical 
services as well as the patient's new attitude toward “choice” and satisfaction in 
healthcare. National forecasts predict this trend will continue to escalate. In a 
monopolistic healthcare environment, it is easy to become complacent and fail to



note the outward migration of patients to facilities offering “choice” outside of the 
rural communities or even tbe state.

The design of the Certificate of Need process is cumbersome and prohibitive 
to cost efficiencies, particularly in Interior Alaska. Timing elements of the CON 
generate artificial barriers due to short construction seasons which drive up the cost 
related the development and construction of an ambulatory center.

The CON further limits free enterprise and independence so valued by 
Alaskans by defining requirements which may apply differently under different sets 
of circumstances leading to extensive monies spent searching statutes or seeking 
exemptions. Many state legislatures, ail but 6 US states, have recognized these 
problems and have chosen to drop the statutes or revise them dramatically to open 
tbe path to competition and meet tbe economic and persona! needs of the patients.

The majority of healthcare services are becoming decentralized.
Conceptually sole facility providers such as hospitals promote their position as “the 
Community Solution”. The need to maintain high quality “excellence” in healthcare 
under severe economic pressure and regulatory mandates begs for alternative 
facilities and competition as the “Community Solution”.

The State of Alaska needs to plan for the changes in the healthcare 
community and market and move forward with vision by identifying tbe 
opportunities which will focus on substantial cost savings to patients. The facility 
charge of an independent free-standing surgical center is “global”...all inclusive 
covering all facility services other than Anesthesia and physician professional fees. 
Without focus on a new strategy regarding the CON, the quality of healthcare in 
our communities will generally become stagnate.



The political issues associated with the CON including fears of loss revenue, 
market share mix change, etc. often lead to conflict and sabotage within the 
community es demonstrated historically throughout the nation.

“Surgical technology is continuing to advance with wider application of fiber 
optic and other advanced equipment suggesting in the future more care will be 
provided outside of the hospital to control efficiencies and cost issues. New 
modalities and less invasive procedures focus more on outpatient facilities rather 
than inpatient care." Tbe design of expanded facility operations for Ambulatory 
Surgery should not duplicate the design of the inpatient surgical suite which leads to 
a high degree of inefficiency and potentially higher risk exposure for the patient. 
Often this is tbe proposed plan from existing facilities.

(Ambulatory Care Management, 3H Edition, Austin 
Ross, Stephen J. Williams, Ernest Pavlock, Delmar 
Publishers, Boston, 1998, pl4.)

In 1995, the State of Alaska determined “Need” within tbe Fairbanks 
community for additional “outpatient surgery” and granted a CON for two 
additional OR suites to be constructed in Fairbanks at an Independent Free 
Standing Ambulatory Surgery Center site. Initially tbe sole franchise hospital 
argued against the “need”. However, revised it s position and was awarded an 
additional suite as welL The outcome of this CON event enabled the sole provider 
to implement an additional surgical space but did not result in the implementation 
of an independent free standing outpatient surgical center which the sole provider 
still opposes. An independent free standing outpatient surgical center could and 
would be built this year but for tbe harrier of the state CON process.

The free standing ambulatory surgery center is not new to the healthcare 
environment According to the Ambulatory Sorgery Center Survey, (Federated 
Ambulatory Surgery Association, April 1997), 62% of ASCs have been in existence



since before 1991 and have remained economically sound even in highly competitive 
areas.

The federal government is continuing to support the development of ASC 
facilities and the shift to “outpatient surgery” by proposing the Ambulatory Surgery 
Centers now be recognized as health care suppliers rather than a provider. The 
Health Care Financing Administration also recommends the ASC must be separate 
and distinguishable from any entity or type of facility. (Legislative Update. 
Federated Ambulatory Surgery Association, Robert Wates, Esq.)

The monopolistic entity in control of outpatient services and surgery within a 
community often claims loss of revenue stream impacts its direct ability to cross 
subsidize other core services. Lutheran Health Systems recently announced the 
national acquisition of Samaritan Health Systems. According to the announcement 
published in Modern Healthcare magazine January 11,1999 issue page 49, the new 
acquisition will create a new system which spans 32 hospitals, 14 states and projects 
an annual revenue of 1.6 billion dollars. Such a large entity does not need the 
monopoly afforded it by the CON process in Alaska.

According to Robert C. Williams, President-elect of the Federated 
Ambulatory Surgery Association, developers of Independent Free Standing 
Ambulatory Surgery Centers throughout the nation experience on going challenges 
from established hospital organizations, particularly those that are the sole provider 
in tbe »ommunity.

The arguments of fear of competition and decreased revenues and therefore 
tbe inability to provide needed charitable services “are the same that were heard in 
1972 when the first out patient surgical center was developed in Arizona”.

(American Academy of Orthopaedic Surgery, February
1999)



In many locations, the challenge of competition has resulted in hospitals or 
sole entities becoming more accountable, efficient, and leads to cost effectiveness 
thus saving healthcare dollars. Additional recent studies conducted by the 
Federated Ambulatory Surgery Association provide data to confirm more than 50% 
of all surgery is now performed and reimbursed on an outpatient “ambulatory” 

basis.

Conclusion:

Eliminating the CON for Ambulatory Surgical Centers within the state of 
Alaska represents progressive recognition of the handicap for cost effective 
healthcare delivery resulting from its existence and would allow greater patient 
access to out patient surgery. This would represent a savings to aU providers. The 
potential of new facilities will further enhance the job market and attract highly 
skilled professionals into local markets. This global result is truly tbe “community 
solution” and a win -  win position for all citizens of the State of Alaska.







F inan ce  C om m ittee co n sid e red  C S FO R H OU SE BILL NO. 187(FIN)

CERTIFICATES O F NEED FO R  HEALTH FACILITY
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F I S C A L  N O T E

Revision Dale:

STATE OF ALASKA
1999 LEGISLATIVE SESSION

Bill Version:
5/ 1 5 /< ; /)

HB 1 8 7
N o :  1

Title: An A ct rela ting  to certificates of need for__________
nu rsing  home beds and providing an effective da le

Sponsor: House HESS_____________________________________
Requestor: __________________________________________________

(H) Publish Date: 4  / 2 6 /  9 9

Dept. Affected: H ealth  and Social Services__________
BRU: A dm inistrative Services

Component: H ealth Planning and Facilities M anagcm cn
COMPONENT SERIAL NO._2020_______________________

Sec a lso  (S i's '? ):_____  _______________

E x p e n d itu re s /R e v e n u e s : (Thousands of Dollars)
O PERATING FY00 FY01 FY02 FY03 FY04 FY05

PERSONAL SERVICES
TRAVEL
CC iTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0.0 0 .0 0.0 0.0 0.0 0 .0
1.0 0 .0 0.0 0.0 0.0 0 .0

25.0 0 .0 0.0 0.0 0.0 0 .0
0.5 0 .0 0.0 0.0 0.0 0 .0
0.0 0 .0 0.0 0.0 0.0 0 .0
0.0 0 .0 0.0 0.0 0.0 0 .0
0.0 0 .0 0.0 0.0 0.0 0 .0

TOTAL OPERATING 26.5 0.0 0.0 0.0 0.0 0 .0

CAPITAL EXPENDITURES 0.0 0 .0 0.0 0.0 0.0 0 .0

CHANGES IN REVENUES ( ) 0.0 0 .0 0.0 0.0 0.0 0 .0

FUND S O U R C E   (Thousands of Dollars)
1002 Federal Receipts 13.3 0 .0 0.0 0.0 0.0 0 .0
1003 GF Match 13.3 0 .0 0.0 0.0 0.0 0 .0
1004 GF 0.0 0 .0 0.0 0.0 0 .0 0 .0
1005 GF/Program Receipts 0.0 0 .0 0.0 0.0 0.0 0 .0
1037 GF/Mental Health 0 .0 0 .0 0.0 0.0 0.0 0 .0
Other (please specify) 0 .0 0 .0 0.0 0.0 0.0 0 .0

TOTAL 26.5 0.0 0.0 0.0 0.0 0 .0  I

PO SITIO N S:
FULL-TIME none none none none none none
PART-TIME none none no ne none none none
TEMPORARY none none none none none none

Estim ate of any curren t year (FY99) cost: SO.O

ANALYSIS: (Attach a  sep a ra te  p ag e  if n e c e ssa ry )
C h ap te r  84, SLA 96 p laced  a  moratorium on nursing ho m e b e d s  an d  es tab lish ed  a  Legislative Working G roup on Long-Term  
C are . O n e  reco m m en dation  of the Legislative W orking G roup w a s  the  im portance  of develooing a  S ta te  plan which ou tlines th e  
d e s ire d  long-term  c a re  sy stem  in a com prehensive m an ner. T h e  Division of S en io r Service.: already prod uces a co m p reh en siv e  
long-term  c a re  p lan  but it d o e s  not include nursing ho m e bed s. N ew  s ta n d a rd s  for the appro  /al of new  nursing hom e b e d s  n e e d  
to b e  d e v e lo p e d  an d  a plan section  written. Certificate of n eed  ap p lican ts  would be  required to dem onstra te  how  well their 
p ro p o sa l fits into the  s ta n d a rd s  and the plan to be approved . T h e  fiscal no te  is for the co st of hiring a consultant, travel and  
su p p lies  to re s e a rc h  an d  develop new  S ta te  nursing ho m e rev iew  s ta n d a rd s . S tan d ard s  would lake into consideration  the 
existing an d  d e s ire d  sy stem , trends in ca re  and nursing hom e u s e  ra te s  in A laska; the effect of hom e health, a s s is te d  living a n d  
adult day  c a re  on  the  n eed  for new  nursing hom e b ed s; barriers to the dev elo pm en t and u s e  of hom e and com m unity b a se d  
se rv ices ; g a p s  in se rv ices ; and  would develop a m odel that c an  b e  u sed  to e s tim a te  the future need for nursing b ed s , and  
a lte rn a tiv es  to institutional c a re  such a s  a ss is ted  living. T he s ta n d a rd s  would h e  used  to review  projects and  develop a plan 
sec tio n  th a t cou ld  b e  ad d ed  a s  an appendix to the ann u a l Division of S en io r S e rv ices plan. This bill is a co st saving m e a su re  
d e s ig n e d  to avo id potential future costs  to the s ta te  g en era l fund of up t̂ > $9 .3 million annually due to construction of up to 234 
new  nursing  ho m e b e d s  in the  next 5 to 15 yaars.

P rep ared  by; 
C-W\lraivision:

A pproved by Com m issioner;
Agency;

Knren

Phone:
Date;

Date;

465-1630
0-1/15/99

Department o f  Health &  Social Services

C O M M I T T F F py * M i f f i JO PR0V IDE ALL D ISTR IBU T ION  C O P IE S  TO  G O V ER N O R ’S l e g i s l a t i v e  o f f i c e
**»» I  I C C  w w r i  For further distribution information, ca ll tne Governor's Legislative Office
(Rov 1 o/sG)fisnoio «it/DAS_OHSs Page 1 of I



A l a s k a  S t a t e  L e g i s l a t u r e

Suue Capitol 
Juneau AK  
99801-1182

Long-Term Care Task Force

H o u s e  B i l l  N o .  1 8 7

A n A ct relating to the certificate o f need  program  for n ursin g care fac ilities  and  
other facilities; and p rov id in g  for an effective date.

Alaska has had a Certificate of Need (CON) law since 1976. The purpose of this 
law is to insure the development of an accessible, cost-effective health care 
system with quality service. Currently the Department of Health and Social 
Services reviews all nursing home expansion projects that cost over $1 million.
However, the review of each request is limited to the factors of accessibility and 
quality, that is whether the service is currently available and can be provided in a 
quality manner.

Under this proposed legislation, a new standard of need is adopted for nursing 
home certificate of need requests. The revised standard allows decisions to be 
made based on additional criteria such as need, financial feasibility and 
availability of alternatives. Under this change, a new nursing home project will 
need to demonstrate the cost-effectiveness of each request and the 
appropriateness of the service.

The Department of Health and Social Services estimates that on average, ten new  
nursing home beds increase the Medicaid budget by about $1 million annually.
The decision to expand existing nursing home facilities has long-term 
implications to both the state treasury and our seniors and persons with 
disabilities. This legislation will give the Department of Health and Social 
Services the needed tools in which to make a more informed decision.
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D E P T .  O F  H E A L T H  A N D  S O C I A L  S E R V I C E S

OFFICE O F THE COMMISSIONER /

TONY KNOWLES, GOVERNOR

P.O. B O X  110 6 0 1  
J U N E A U . A L A S K A  9 9 8 1 1 -0 6 0 1  
P H O N E : ( 9 0 7 ) ‘1 6 5 -3 0 3 0  
F A X : (9 0 7 )  4 6 5 -3 0 6 8

M ay 14, 19 99

H onorable G ary  W ilken 
A laska S tate Senate 
State C apito l R oom  514 
Juneau, AIC 99811

D ear S enato r W ilken,

I w ould like to  take this opportunity to reiterate the im portance o f  enacting this session H ouse 
Bill 187 re la ting  to certificates o f  need for nursing hom es.

U nder the proposed long-range fiscal plans o f  both the H ouse and Senate little o r no g row th  in 
total expenditu res for formula program s is projected for the foreseeable future. P rovid ing  the 
C om m issioner o f  the Departm ent o f  H ealth and Social Services w ith m ore stringent sta tu to ry  
criteria to rev iew  applications for additional nursing hom e beds is a key elem ent o f  any stra tegy  
to contain  costs in the M edicaid program .

As you  know , fo r every ten additional nursing hom e beds the M edicaid program  will incur 
approxim ately  $1 m illion in additional unavoidable annual costs. Based on in terest expressed  by 
com m unities over the past three years, the departm ent believes there is the potential for 
sign ifican t g row th  in nursing hom e beds in the future.

Today, how ever, there are no new certificate o f  need applications o r letters o f  intent to subm it 
app lications pending. The Alaska State H ospital and N ursing H om e A ssociation supports H ouse 
Bill 187 at th is tim e. The House o f  R epresentatives has passed the bill by a vote o f  th irty -n ine 
yeas and  zero nays. I am unaware o f  any opposition  to the bill. 1 believe this support w ill 
evaporate the m om ent a letter o f  intent or certificate o f  need application is subm itted  how ever. 
T herefore I believe that failure to pass HB 187 this session  would be extrem ely  unfortunate— a 
m issed opportunity  to enact m eaningful cosl-containm ent legislation.

A gain, thank you for your support o f  House Bill  187.

Sincerely,

E lm er A . L indstrom
Special A ssistant to the C om m issioner

CC: Pat Pourchot, Legislative Director
O ffice o f  the G overnor

06-F38LH G  pilnlod on tocyclod pnpoi
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L o n g - T e r m  C a r e  T a s k  F o r c e

F i n a l  R e p o r t

J a n u a r y  1 9 9 9

Representative Con Bunde, Co-chairman 
Senator Gary Wilken, Co-chairman

State Capitol Building 
Juneau, Alaska 99801-11S2



a s k  F o r c e
T h e  L o n g - T e rm  C a r e  T a s k  F o r c e

‘‘The certificate 
of need review 
process is re­
quired of any 
health facility 
planning to 
spend a million 
dollars or more 
for construc­
tion. ”

C e r t i f i c a t e  o f  N e e d

R t f  ' O M M F N D A l ' t O N  

2 1

1 The Task Force recommends that legislation be drafted  
and introduced to adopt the nursing home certificate o f 
need recommendations developed by the Legislative Work­
ing Group on Long-Term Care (1997).

U nder AS 18.07, the D epartm ent o f H ealth and Social Serv ices adm in isters the 
C ertificate o f N eed Program . This program  was created  as a tool to control health 
care costs and preven t unnecessary or duplicative facilities o r services. A certifi­
cate o f  need is required o f any health facility p lanning  to spend one m illion  or 
m ore for construction , expansion or rem odeling.

T he certificate o f  need review  is initiated when a health  care facility  subm its a 
letter o f  in tent to the D epartm ent o f H ealth and Social Serv ices. T h is le tte r o f 
in tent p rovides the project description, estim ated cost, and starting  and co m ple­
tion dates for the project. Based on the letter o f intent, the departm en t determ ines 
w hether a detailed  certificate o f need application is needed. O nce the application  
is received and declared com plete, departm ent sta ff analyzes the request and m akes 
a recom m endation  to the C om m issioner o f  H ealth  and Social Serv ices, w ho d e­
cides to approve o r deny the application. T he decision to gran t or deny a certificate  
o f  need m ay be appealed.

In June 1996, HB 528 was signed into law  (C hapter 84, SL A  96). T h is p laced  a 
tw o-year m oratorium  on the issuance o f  certificates o f  need or licenses fo r any 
new nursing hom e beds in A laska effectively preven ting  any nursing  hom e beds 
from  being added until the m oratorium  expired. T h is tw o-year m oratorium  ex ­
pired  M ay 1, 1998. T he law  was passed due to concerns over the potential rapid 
grow th o f nursing hom e beds that becam e im m inent as the result o f  the p lanned 
addition o f 147 new  nursing beds costing $11 m illion  annually. T he m oratorium  
allow ed tim e to develop alternatives to nursing hom e beds and assess w hat could 
be done to prom ote cost containm ent.46

The six -m em ber w orking group established under HB 528 thoroughly  analyzed 
the curren t p rocedure to grant certificates o f need to long-term  care  health  fac ili­
ties and determ ined  several w eakness in existing  law. As curren tly  w ritten, AS
18.07.041 requires the D epartm ent o f H ealth and Social Services to gran t a ce rtifi­
cate o f  need if “ the availability  and quality  o f  ex isting  health care  resources o r the

Page 36 ‘J* Section 3 Long-Term Care Task Force Report •> January 1999



^ T a s k  F o r c e
The Long-Term Care Task Force

accessib ility  to those resources is less than the current or projected requirem ent 
for health  serv ices to m aintain the good health o f citizens o f this state ." In o ther 
words, the D epartm ent m ust grant a certificate o f  need for new construction , ex ­
pansion o r rem odeling  o f a nursing hom e facility if  the service is not available or 
sufficiently  accessib le , and the applicant can dem onstrate that the proposed se r­
vice will be  p rov ided  in a quality m anner.

In its repo rt the Legislative Working Group stated  the following:

W hile  availability , accessibility  and quality are im portant, they are insuT i- 
cien t fo r assessing  a current or projected requirem ent for health services. 
M eeting  a cu rren t requirem ent does not m ean that there is a long-term  
need for the serv ice or facility o r there will be the resources necessary to 
susta in  the service or facility throughout its life cycle. Sim ilarly, m eeting  a 
cu rren t or p ro jected  need does not m ean that it is the m ost cost-effective 
m ethod for doing  so; nor does it m ean that the State, facing declin ing re­
sources, should  encourage and support a low  priority  service in the face o f 
m ore pressing  priorities. The certificate o f  need program  requires m ore 
exp lic it statu tory  and regulatory definition in these areas to better control 
costs and b etter target the health care priorities o f  A laskans.47

Currently  there is a potential in A laska for m any new nursing beds to be built and, 
if built, these beds will cost the state a great deal. U sing a m edium  grow th p ro jec­
tion, it is estim ated  that the senior population in A laska will grow  from  31,398 in 
1997 to 80,927 by 2015.48 In FY 97, the A laska M edicaid  program  spent S43.8 
m illion fo r 720 licensed  nursing hom e beds. I f  the need for beds rem ains constant 
in the future, the num ber o f beds could grow  to 1,861 by 2015, a 250  percent 
grow th at the annual cost to M edicaid o f an additional $109.5 m illion. “Proposed 
projects need to be com pared  against feasib le alternatives to determ ine if the p ro ­
posal is the m ost cost effective way o f achieving com parable resu lts.”49

U nder the leg islation  proposed by the Legislative Working Group on Long-Term 
Care, new  nursing hom e projects w ill need to dem onstra te the cost-effectiveness 
o f each request. P roposed  projects will be com pared against feasib le alternatives 
to determ ine if  the proposal is the m ost effective w ay to achieve com parable re ­
sults. T he Task F orce recognizes that this issue needs m ore d iscussion and recom ­
m ends that legislation  be introduced fo r further consideration. (P lease see A ppen­
dix B, page 69, fo r fu rther detail. *

“The Legislative 
Working Group 
states that the 
certificate of 
need program 
requires more 
explicit statutory 
definition

"Under the 
legislation, new 
nursing home 
projects will need 
to demonstrate 
cost effective­
ness. ”

Long-Term Care Task Force Report ❖ January 1999 Section 3 ❖ Page 37



  P.O. BOX 110209
INTERNET ADDRESS: JUNEAU. AK 99811-0209
acoa@ adm in.stale .ak .us (907)465-3250

FAX: 465-4716

A l a s k a  C o m m i s s i o n  o n  A g i n g

R eso lu tion  99-5

In support ofH S /S'/: An act relating to the certificate o f  need program fo r  
nursing care facilities and other facilities

W hereas A la sk a ’s rap id ly  grow ing  statew ide senior citizen com m unity  is part o f  a  n ational and 
in ternational trend  o f  increased  longevity  due to better nu trition , h ea lth  care, and  increased 
standards o f  liv ing , and

W hereas the sta tew ide com m unity  o f  o lder A laskans age 65+ is p ro jected  to g row  from  22,095 in 
1990 to 80,927 b y  2015, and

W hereas the availab ility  o f  appropriate  long-term  care is v ital to the w ell-be ing  o f  disabled, 
chronically  ill and  frail A laskans o f  all ages now , and in the future, and

W hereas developing  the capacity ' to m eet present and projected  long-term  care needs challenges 
us to p lan  stra teg ically  and allocate long-term  care resources accord ingly; and

W hereas SB 59 w ill am end A la sk a ’s Certificate o f  N eed Program  to im prove the S ta te ’s ability 
to assure that fu ture long-tenm  care developm ent is strategic, respo n siv e  to p ub lic  n eed  and 
preference, and cost-effective, and

W hereas the L eg islative L ong  T erm  Task Force Report o f  January', 1999, recom m ended  the 
in troduction  o f  th is leg islation  in its R ecom m endation #21;

N ow  therefore th e  A laska C om m ission  on A ging strongly encourages the  T w enty -F irst A laska 
Legislature to p ass S B  5 9 .

A dopted thL  9Ul day o f  M arch, 1999.

A laire Stanton 
Chair

mailto:acoa@admin.stale.ak.us
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Date Referred to Committee: April 12, 1999 FURTHER REFERRALS:

Date of Committee Action:

HOUSE COMMITTEE REPORT

The FINANCE Committee considered: 

HOUSE BILL NO. 189 AHFC ACQUISITION OF BUILDING

H B  189

"An Act authorizing the Alaska Housing Finance Corporation to acquire the building that it occupies for an amount 
that does not exceed $6,650,000; and providing for an effective date."

rec o m m en d s it b e  re p la c e d
w ith  th e  fo l low ing  c o m m itte e  s u b s ti tu te  C j~>  (  F - \ r \ * N

H ’the same title 
[ j a new title

[ ] additional referral t o __
[ | attached amendments)

A D O P T S :________________

Committee

Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (D̂ , APPROVES PREVIOUS:

I'y] fiscal note(s) ' J X S , ________________  [ 1 fiscal note(s) _________

(DepCPue)

[ J zero fiscal note(s) [ ] zero fiscal note(s)

SIGNING WITH RECOMMENDATIONS DP DNP NR AM

~TY\-e_ r r -  vt \  v

/  a— O V C o V t.-t - , c~N Q > < r '

(  l i / A v  V j l x f e Z Z -------( \  LX <=\<^ A

x
. / J U  /5 p \ - ^ a ~ o .— j --------- [ S ^ C -C ^ n n  K~\- *

---- ------  Y = X \ X

1 L ) , \ \ ^  Pt r r ,  S J r

~ 2 ^ 7 S n  ---------- v :

— — r J  (  y n r O \  \  A .e -v '-

C H A IR ’S SIGNATUJ



FISCAL NOTE
STATE OF ALASKA BILL NO. HB189
1999 LEGISLATIVE SESSION
Revision Date/Time (Note if correction) 4/14/99 Dept Affected Revenue
Title AHFC Building Purchase BRU AHFC Operations

Component AHFC Operations
Sponsor House Finance Committee
Requester Component Serial No. 110

Expenditures/Revenues (Thousands of Dollars) .

Note: Amounts do not include inflation unless otherwise noted below. -

OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel 0.0 0.0 0.0 0.0 0.0 0.0
Contractual (496.6) (494.3) (494.2) (494.1) (502.7) (494.2)
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING (496.6) (494.3) (494.2) (494.1) (502.7) (494.2)

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) I 179.4 181.3 183.2 185.1 187.1 189.2

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

(134.6) (134.0) (133.9) (133.9) (136.2) (133.9)
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

(362.0) (360.3) (360.3) (360.2) (366.5) (360.3)
TOTAL (496.6) (494.3) (494.2) (494.1) (502.7) (494.2)

Estimate of cu rren t year (FY99) co st: 0 .0

POSITIONS
Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

ANALYSIS: ( A t ta c h  a s e p a r a te  p a g e  if n e c e s s a ry )

Attached analysis is provided regarding building appraisel, costs, savings, and purchase agreement.

Savings to AHFC's lease costs are shown above as Contractual reductions due to purchasing the building the 
corporation currently occupies at 4300 Boniface in Anchorage. These reductions represent the difference between 
lease savings and annual costs of building operations and maintenance. Since AHFC uses both corporate and federal 
funding sourcer to pay for lease costs, savings are reflected under both funding sources.

Revenues shown above are estimates of continuing leases to private tenants in the building. These revenues would be 
reflected in the corporation's financial statements as income.

Prepared by Les Campbell. Budget Officer_________ / _______________________  Phone 330-8356

Division Alaska Housing finance Corporation / _________________________  Date/Time
Approved by / 7  / /  /  /  /  . •
Commissioner  /  C<   Date d  / n J  fe te }___________

Agency

P R E P A R E R  T O  P R O V ID E  A LL  D ISTR IBU T ION  CO P IE S  TO  GO VERNO R 'S  LEG ISLA T IV E  O F F IC E
For further distribution information, call the Governor's Legislative Office
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IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - FIRST SESSION

BY 1HE HOUSE FINANCE COMMITTEE

Introduced: 4/12/99 
Referred: Finance

A BILL 

FOR AN ACT ENTITLED

1 "An Act authorizing the Alaska Housing Finance Corporation to acquire the

2 building that it occupies for an amount that does not exceed $6,650,000; and

3 providing for an effective date."

4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

5 * Section 1. ALASKA HOUSING FINANCE CORPORATION AUTHORIZED TO
6 ACQUIRE BUILDING. The Alaska Housing Finance Corporation is authorized to acquire
7 the building in Anchorage it occupies on the effective date of this Act for an amount that does .

P ir '.A
8 not exceed $6,650,000. This section constitutes the approval required by AS 18.55.100(d)y(or
9 that acquisition. Pt \^> v 'oCd * O ^ O  t o )

10 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

H O U S E  B I L L  N O .  189

IiB 0 1 8 9 a -1-
New Text: Underlined [DELETED TEXT BRACKETED]

H B  189



APR 13 '99 02:47PM AHFC EXEC O F F IC E  P .4/37

ALASKA HOUSING FINANCE CORPORATION 
BOARD CONSIDERATION MEMORANDUM

Date: March 31,1^99 Staff: Michael Buller

Item: Consideration o f the Purchase o f the AHFC Corporate Headquarters Building

ISSUE

AHFC has the opportunity to purchase the building we currently lease for the corporation’s 
headquarters. The AHFC Office Building, formerly known as the Jesse L. Carr Building, is 
owned by the Union Labor Life Insurance Company (ULLICO) and is located at 4300 Boniface 
Parkway in Anchorage. The sale price is $6,650,000. This price represents the appraised value as 
determined by Kincaid 8c Riely, LLC and verified for the corporation by the Appraisal Company 
o f Alaska. This opportunity may only be available for a short time due to the current owner's 
interest in selling the property and interest shown by other investors.

BACKGROUND

The AHFC Office Building was constructed in 1985 and is located at the comer o f  Boniface and 
Tudor in Anchorage. The property site is comprised o f a single lot containing 5.12 acres o f  land. 
The building itself is a four story, Class A office complex with a total gross square footage of 
77,742sf and 62,643sf o f usable office space including 3,141sf o f basement storage. The building 
is surrounded by a paved parking lot with 274 designated parking spaces. The property is 
currently zoned B-3. The B-3 designation denotes property that may be used for general 
commercial use in areas exposed to heavy automobile traffic.

AHFC’s involvement with this building resulted from an RFP issued by the corporation in 1996 
for leased office space. ULLICO was selected as the most responsive bidder and on August 28, 
1997, AHFC signed a long-term lease with the owner. The lease includes the following general 
provisions:

• Leased Area: The corporation currently leases 49,796sf o f usable office space and ] 695sf o f 
basement storage space. This represents 84% of the usable office space and 54% of the 
basement storage space.

•  Lease Rate: The corporation agreed to an initial base rate o f $1.65/sf for office space and 
$1.0Q/sf for basement storage space. The rent is adjusted annually by applying die Anchorage 
Area CPI to 30% of the base rent. During the initial ten-year term o f the lease the rate can not 
exceed 35% o f the base rate or $2.23 /sf.

• Total Lease Payment: The total lease payment is currently $84,378 per month or $1,012,536 
per year.

Lease Term: The lease provides for an initial ten-year term and two optional five-year terms.
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Last year ULLICO approached the corporation with an offer to sell the building. After carefully 
reviewing their offer and several months o f negotiations, we agreed on the terms o f the sale. 
Included in your packet is a  copy o f  the Purchase and Sale Agreement signed by ULLICO and 
AHFC. This agreement sets out the terms and condition o f  the sale. The significant issues 
covered in the agreement are summarized below:

•  Sale Price: The sale price for the property is $6,650,000. As stated above, two independent 
appraisers, one representing ULLICO and the other AHFC have confirmed this price.

• Earnest Money Agreement: I f  the AHFC Board o f Directors approves the purchase o f the 
property, the corporation will deposit $50,000 earnest money into an escrow account. This 
money will be non-refundable except for the contingencies fisted below. AHFC will have 
until June 20,1999 to close the purchase. An option to extend the closing date by 60 days can 
be exercised by depositing an additional $50,000 into the escrow account. This second 
deposit will be credited to the purchase price upon closing and is non-refundable to the extent 
the initial earnest money is non-refundable.

• Contingencies o f Closing: There are four contingencies to closing: 1.) Tire property must pass 
all inspections and assessments required by AHFC. The failure to pass any required 
inspection or the presence o f any hazardous materials unacceptable to AHFC, the corporation 
may rescind this agreement and have its earnest money returned. 2.) The AHFC Board of 
Directors must approve the purchase o f the property. 3.) The ULLICO Board o f Directors 
must approve the sale o f the property (the sale was approved during a board meeting held 
March 9,1999). 4.) The purchase o f the property must be approved by Legislature o f  tire 
State o f  Alaska during its 1999 Session and such legislation must become law. If the 
legislature does not approve the purchase of the property, AHFC will notify the seller in 
writing and its deposit will be returned.

The purchase o f this building will provide a significant cost saving to the corporation (see the 
attached spreadsheet). The corporation now pays $ 1.69/sf for the space we lease. This price 
will drop to $0.98/sf if we purchase the building. This compares favorably with the asking 
price for other class “Ar’ office space in Anchorage. The Frontier Building is currently 
asking $2.50/sf and the ARCO Building is asking $1.85/sf with no tenant improvements. By 
purchasing the building rather than continuing to lease, the estimated savings to the 
corporation over the 18-year lease period is 59,837,078.

Located at a  major intersection in Anchorage, the AHFC Office Building is easily accessible 
to the public. There is a city bus stop in front o f the building on Tudor Road. A parking area 
with 274 parking spaces is adjacent to the building offering more than adequate parking for 
employees and the public. Additional space within the building will become available if 
needed. This building will provide adequate office space for AHFC’s statewide headquarters 
well into the next century.

AHFC currently occupies most o f the building. Because o f this, there will be no disruption 
to the local office space m arket



REPRESENTATIVE 
G E N E  T H E R R I A U L T

Co-Chair 
(907) 465-4797 

Fax: (907) 465-3884

INTERIM ADDRESS 
119 N. Cushman, Suite 101 
Fairbanks, Alaska 99701 

(907) 488-0857 
Fax: (907)488-4271

f l a s k e t  ^ L e g i s l a t u r e
5=lnnsi' J f in a n c c  (Committee

REPRESENTATIVE 
E L D O N  M U L D E R

Co-Chair 
(907) 465-2647 

Fax (907)465-3518

S t a t e  C a p i to l ,  J u n e a u ,  A l a s k a  9 9 8 0 1 - 1 1 8 2

INTERIM ADDRESS 
716 W 4|h Ave , Suite 310 
Anchorage, Alaska 9950) 

(907) 269-0265 
Fax: (907) 269-0264

HB 189 
Sponsor Statement

H B 189 authorizes the A laska H ousing Finance C orporation  to purchase the office bu ild ing  it 
curren tly  occupies at 4300 Boniface Parkw ay in A nchorage.

The purpose o f  this bill is to achieve budget savings by elim inating the need for lease expenses 
in A H F C ’s operating budget. A H FC has subm itted a negative fiscal note, estim ating an 
approxim ate saving o f $500,000 a year.

In 1996 A H FC  issued an RFP for leased office space for their C orporation’s headquarters. T he 
U nion L abor Life Insurance Corporation (U LLICO ) was selected as the m ost responsive b idder 
and A H FC  signed a long-term  lease for 50,000 square feet at $1.69/sf. A H FC ’s lease has a 
rem aining term  o f 8 years with two five-year options to extend (potentially continuing the lease 
term  through 2017).

Last year, sen io r m anagem ent at A H FC was approached by the building ow ner (U LLIC O ) about 
purchasing  the building. A fter several m onths o f negotiating, A H FC and U LLIC O  agreed to a 
sale price o f  $6,650,000.

The A H FC  B oard  o f D irectors has passed a resolution supporting  the purchase and has d irected  
the E xecu tive D irector to work with the legislature to obtain the necessary authorization fo r the 
purchase. HB 189 is intended to provide this necessary authorization.
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Alaska Housing Finance Corporation 
Resolution No. 99-29_.

A RESOLUTION OF THE ALASKA HOUSING FINANCE 
CORPORATION AUTHORIZING AND APPROVING THE 
PURCHASE OF AN OFFICE BUILDING LOCATED IN 
ANCHORAGE, ALASKA

WHEREAS the Alaska Housing Finance Corporation currently leases from the Union Labor Life 
Insurance Corporation (ULLICO) approximately 50,000 square feet of office and storage space at its 
corporate headquarters located at 4300 Boniface Parkway, Anchorage, Alaska and

WHEREAS said lease has a remaining term until September 2007 with two five-year options to 
extend which could potentially continue the term through 2017; and

WHEREAS the Corporation determined that it was in the best interest of the Corporation to enter 
into discussion to purchase the building and real property; and

WHEREAS the Executive Director on behalf o f the Corporation has executed a Purchase and Sale 
Agreement With Escrow Instructions which is contingent upon this Board and the Alaska 
Legislature approving the purchase.

NOW THEREFORE BE IT RESOLVED by the Alaska Housing Finance Corporation Board o f  
Directors as follows:

Section 1. The purchase of the building and land located at 4300 Boniface, more particularly known 
as Tract C-2, Castle Heights Addition No. 3, Anchorage Recording District under the terms of the 
Purchase and Sale Agreement for the price of $6,650,000.00 is hereby approved.

Section 2. The Executive Director of the Alaska Housing Finance Corporation is hereby authorized, 
empowered, and directed to:

(a) Purchase the land and improvements from The Union Labor Life Insurance Corporation 
(ULLICO) for an amount of $6,650,000.00 under the terms of that certain Purchase and 
Sale Agreement and Escrow Instructions dated March 12, 1999 so long as all inspections 
contemplated by Section 3.2 (d) are found acceptable in the Executive Director’s sole 
discretion, and

(b) Submit the Purchase to the Alaska Legislature for its approval by passage of legislation 
authorizing the purchase and such legislation becoming law pursuant to Section 2.3 B of 
the agreement

Section 3. This resolution shall take effect immediately.

D a te d  a n d  e f f e c t iv e  th is  31”  d a y  o f  M a r c h ,  1999.
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RESOLUTION NO. 9 9 -3 0

RESOLUTION OF THE ALASKA HOUSING FINANCE CORPORATION 
DETERMINING TO SELL BONDS TO PROVIDE FUNDS TO PURCHASE 
THE OFFICE BUILDING LOCATED ON BONIFACE PARKWAY IN 
ANCHORAGE, ALASKA, CURRENTLY OCCUPIED BY THE ALASKA 
HOUSING FINANCE CORPORATION, PERTAINING TO THE REIM­
BURSEMENT OF THE ALASKA HOUSING FINANCE CORPORATION 
FROM THE PROCEEDS OF SUCH BONDS, AND DETERMINING 
RELATED MATTERS.

ALASKA HOUSING FINANCE CORPORATION

WHEREAS, the Alaska Housing Finance Corporation (the "Corporation") currently 
occupies by lea se  the office building located a t 4303 Boniface Parkway in Anchorage, 
Alaska (the "Building"); and

WHEREAS, the Corporation has determined that it is in its best interest to  acquire 
the Building; and

WHEREAS, the Corporation has entered into appropriate agreem ents with the 
owner of the Building to accomplish the acquisition of the Building by the Corporation; and

WHEREAS, the Corporation is attempting and wii continue to attempt to obtain 
legislative approval for the acquisition a s  required by AS 18.56.090(d) before acquiring (he 
Building; and

WHEREAS, the Corporation believes that it will be able to  obtain the legislative 
approval required to complete its acquisition of the Building; and

WHEREAS, the Internal Revenue Service has adopted final regulations (at Section 
1.150-2 of the Treasury Regulations) pertaining to  the use of the proceeds of tax-exempt 
bonds to reimburse the issuer of such bonds for the costs of capital expenditures paid by 
the issuer from other funds prior to  the issuance of the bonds, with the purpose of the 
regulations being to curb the practice of som e issuers of allocating bond proceeds to 
capital expenditures paid long before, and without reliance on the issuance of bonds, thus 
enabling such issuers to avoid complying with certain provisions of Section 103 and 
Sections 141-150 of the Internal R evenue Code of 1986, a s  am ended; and

WHEREAS, one of the requirements of Section 1.150-2 of the Treasury Regulations 
is that the issuer, within sixty (60) days after the expenditure to be reimbursed is paid, must 
state that it intends to reimburse the expenditure with proceeds of an obligation to be 
Incurred by the issuer.

AHFCOflfcs BUhMng L o c tttd  on Bontmcm Pwhtwty k i Aicf nragv. Atmika 
IHsoMfan » t-30 P a g e  1
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NOW. THEREFORE, BE IT RESOLVED BY THE ALASKA HOUSING FINANCE 
CORPORATION. AS FOLLOWS:

Section 1. That the Corporation intends to issue and sen its bonds (the "Bonds") 
pursuant to the provisions of the A d to pay all or a portion of the costs incurred by the 
Corporation in connection with the acquisition of the Building, or to  reim burse the 
Corporation for any such oo^ts, together with costs incident to the authorization, sa le  and 
issuance of the Bonds. The maximum principal amount of obligations expected to be 
issued for the Project is $7,500,000. The Corporation intends to continue to u se  the 
Building after its acquisition for office space  for the Corporation.

Section.,2. That this Resolution is intended to satisfy the requirem ents of 
Section 1.150-2 of the Treasury Regulations.

DATED a t Anchorage. Alaska, this 31 st day of March, 1999.

ALASKA HOUSING FINANCE CORPORATION

A H F C & ktt BuM ng L o ca M  on B a n t ta c t  Ptikmay in/Inchonga. Alaska
P ag e  2
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ALASKA HOUSING FINANCE CORPORATION 
BOARD CONSIDERATION MEMORANDUM

Date: March 31,1999 Staff: Michael Buller

Item: Consideration o f the Purchase o f the AHFC Corporate Headquarters Building

ISSUE

AHFC has the opportunity to purchase the building we currently lease for the corporation’s 
headquarters. The AHFC Office Building, formerly known as the Jesse L. Carr Building, is 
owned by the Union Labor Life Insurance Company (ULLICO) and is located at 4300 Boniface 
Parkway in Anchorage. The sale price is $6,650,000. This price represents the appraised value as 
determined by Kincaid & Riely, LLC and verified for the corporation by the Appraisal Company 
o f Alaska. This opportunity may only be available for a  short time due to the current owner’s 
interest in selling the property and interest shown by other investors.

BACKGROUND

The AHFC Office Building was constructed in 1985 and is located at the comer o f Boniface and 
Tudor in Anchorage. The property site is comprised o f a single lot containing 5.12 acres o f  land. 
The building itself is a four story, Class A office complex with a total gross square footage of 
77,742sf and 62,643sf o f usable office space including 3.141sf ofbascmcnt storage. The building 
is surrounded by a paved parking lot with 274 designated parking spaces. The property is 
currently zoned B-3. The B-3 designation denotes property that may be used for general 
commercial use in areas exposed to heavy automobile traffic.

AHFC’s involvement with this building resulted from an RFP issued by the corporation in 1996 
for leased office space. ULLICO was selected as the most responsive bidder and on August 28, 
1997, AHFC signed a long-term lease with the owner. The lease includes the following general 
provisions:

• Leased Area: The corporation currently leases 49,796sf o f usable office space and J 695sf o f 
basement storage space. This represents 84% of the usable office space and 54% of the 
basement storage space.

•  Lease Rate: The corporation agreed to an initial base rate o f $ 1.65/sf for office space and
$1,00/sf for basement storage space. The rent is adjusted annually by applying the Anchorage 
Area CPI to 30% o f the base rent. During the initial ten-year term of the lease the rate can not 
exceed 35% of the base rate or $2.23 /sf.

• Total L$asc Payment: The total lease payment is currently $84,378 per month or $1,012,536 
per year.

•  Lease Term: The lease provides for an initial ten-year term and two optional five- year terms.
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Last year ULLICO approached the corporation with an offer to sell the building. After carefully 
reviewing their offer and several months o f negotiations, we agreed on the terms o f the sale. 
Included in your packet is a copy o f the Purchase and Sale Agreement signed by ULLICO and 
AHFC. This agreement sets out the terms and condition o f the sale. The significant issues 
covered in the agreement are summarized below:

•  Sale Price: The sale price for the property is $6.650.000. As stated above, two independent 
appraisers, one representing ULLICO and the other AHFC have confirmed this price.

• Earnest Money Agreement: If  the AHFC Board o f Directors approves the purchase o f the 
property, the corporation will deposit $50,000 earnest money into an escrow account. This 
money will be non-refundable except for the contingencies listed below. AHFC will have 
until June 20,1999 to close the purchase. An option to extend the closing date by 60 days can 
be exercised by depositing an additional $50,000 into the escrow account. This second 
deposit will be credited to the purchase price upon closing and is non-refundable to the extent 
the initial earnest money is non-refundable.

• Contingencies o f Closing: There are four contingencies to closing: 1.) The property must pass 
all inspections and assessments required by AHFC. The failure to pass any required 
inspection or the presence o f any hazardous materials unacceptable to AHFC, the corporation 
may rescind this agreement and have its earnest money returned. 2.) The AHFC Board of 
Directors must approve the purchase o f the property. 3.) The ULLICO Board o f Directors 
must approve the sale of the property (the sale was approved during a board meeting held 
March 9,1999). 4.) The purchase o f the property must be approved by Legislature o f the 
State o f Alaska during its 1999 Session and such legislation must become law. If  the 
legislature does not approve the purchase o f the property, AHFC will notify the seller in 
writing and its deposit will be returned.

The purchase o f this building will provide a significant cost saving to the corporation (see the 
attached spreadsheet). The corporation now pays $1.69/sf for the space we lease. This price 
will drop to $0.98/sf if  we purchase the building. This compares favorably with the asking 
price for other class “A” office space in Anchorage. The Frontier Building is currently 
asking $2.50/sf and the ARCO Building is asking $1.85/sf with no tenant improvements. By 
purchasing the building rather than continuing to lease, the estimated savings to the 
corporation over the 18-year lease period is $9,887,078.

Located at a major intersection in Anchorage, the AHFC Office Building is easily accessible 
to the public. There is a city bus stop in front o f the building on Tudor Road. A parking area 
with 274 parking spaces is adjacent to the building offering more than adequate parking for 
employees and the public. Additional space within the building will become available if 
needed. This building will provide adequate office space for AHFC’s statewide headquarters 
well into the next century.

AHFC currently occupies most o f the building. Because o f this, there will be no disruption 
to the local office space market.
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RECOM M ENDATON

Because o f  the clear benefits to the corporation, staff recommends that the Board approve the 
purchase o f  this property for the following reasons:

•  Purchasing the building will provide substantial savings to the corporation.

•  The building meets the space requirement needs o f the corporation and is easily 
accessible to the public.

•  There will be no negative impacts to the local commercial leasing market.
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A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n
B o n i f a c e  B u i ld in g  P u r c h a s e  S u m m a r y

Prepared as o f April 1,1999

Over 18 year 
life of lease

CONTINUED LEASING
Aggregate lease  paym ents $ 19,964,034

PURCHASE OF BONIFACE BUILOING
O p era tin g  expenses net of real estate taxes $ 9,221,260
Real estate  taxes on tenant portion 335,430
Total operating expenses and applicable taxes 9,556,690
Tenant rental income (3,560,301)
Operating expenses net of rental income 5,996,389
Major repairs/replacements 632,190
Loan paym ents 10,098,378

Total ownership and financing costs 16,726,957
Loan principal applied (6,650,000)
Building appreciation  0_
Operating expenses adjusted for principal 

paid (Net Ownership Cost) 10,076,957

Total g ro ss  sav in g s: p u rch ase  vs lea se  $ 9,887,078

PROJECTED SAVINGS:
G ross Savings $ 9,887,078

bifit PffiSfiOt Value of Sayings
Discount factor 5.00% $ 6,204,626

6.00% $ 5,709.903 j
7.00% $ 5,271,111
8.00% $ 4,860,790 '

building jdatoikc



Alaska Housing Finance Corporation
Analysis o f 4300 Boniface Parkway Property

• YEAR
1

mn>
2

QQffll
3

01/02
4

02/03
5

oa/o*
6

04/05
7

cams
8

06/07
C

07/06
10

0609

LEA8E41ENT
i R «nW E ipifu« 1.021,649 1,031,035 1.040,703 1,050,681 1,060,917 1,071.461 1,062,383 1.093.570 1,103,412 1,113,550

Rental cost (montily par si.) 'H i LZJ 114 1.78 1.76 LZK 101 113 i n 1M

BUY
Operating expenses net of tax 
Real estate taxes - tenant port

383,626
14,326

405.643
14,766

417.612
15,196

430,346
15.654

443,257
16,124

456,555
16,607

470,231
17,106

464,359
17.819

496,090
16.147

513,656
18,082

Total operating exp. and tax 
Tenant rental Income

409,164
(179,446)

420,396
(161,276)

433,010
(163,161)

446,001
(185,102)

459,361
(167,102)

473,162
(169,161)

467,357
(191,263)

501.976
(193.468)

517.037
(1*,719)

532,546
(196,037)

Operating exp. net of rent 
Major repaira/repfi cements 
Loan payment

226,709
27,000

561,021
239,123
27,010

581,021
249.650
28.644

561,021
280.690
29,504

561,021
272,270
30.369

661,021
264,001
31,300

561.021
296,074
32.239

561.021
308.510
33.207

561,021
321,316
34.203

561,021
A34.611
36.229

561,021

Total ownership and financing 
Loan principal applied 
Bui/dlng appredilon

816,729
(233,631)

0
827,964
(245,795)

0
639,515
(258,370)

O

651.423
(271,589)

0
863.669
(288,484)

G
676.322
(300.090)

0
860,335
(316,443)

0
902,737
(331.561)

0
916.642
(346,546)

0
930,761
(366,378)

0
Op. exp. adj for principal paid 

AKA *Net ownership coer 562,886 582,159 561,145 579.835 576,205 576,233 573.692 571,156 567,997 564.383
Rental coet (monthly per «.f.) 9JI 0.97 011 DU (LIZ U i fLH LK 0.96

Savings: Purchase vs Lease 438,761 446.678 459,858 470,826 463,712 466,246 606/471 922,414 931,416 846,117
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Alaska Housing Finance Corporation
A nalysis o f 4300 Boniface Parkw ay Property

YEAR
11
oa/io

12
10/11

13 
lid2

14
12/13

15
13/14

18
14/15

17
lftdfi

18
miz

Total tor 18 
Yen

LEASE/RENT 
Rental Expense 1,123.991 1.134,748 1,145.824 1.154,134 1,169,796 1,177.898 1,188,967 1,200,574 19964.034
Rental omI (monthly per«.(.) 1 M 1J0 LC iLfii Lift LIZ Lit LSI

BUY
Operating expenses net of tax 
Reel estate taxes • tenenl port.

929.272
19,293

649,190
19.830

561009
20.429

578,350
21.038

995,700
21,669

513,571
22.319

631,978
22,969

850.938
23.878

9,221,200
339,430

Total operating exp. and tax 
Tenant rental Income

648.825 
1200.424)

564.980
(202.884)

541,930
(206,417)

599,368
(208.028)

617,369
(210,714)

639,890
(213,482)

654,967
(218,333)

874.810 9.568.090 \ 
(219,249) (3.660.301)

Operating exp. net of rent 
Major repelra/replaoementa 
Loan payment

348.100
36,289

641.021
362.096
37.374

861.021
376.513
38.498

561.021
391.361
39,690

961.021
4o6.63C
40,640

961.021
422,409
42.086

561,021
434,634
43,327

961.021
455,347
44,927

961,021
5.808,389 

632.190 
10.096,378 <

Total ownership end Hrtandng 
Loan principal applied 
Building appreciation

949,407
(345.122)

0
960.492
(404.828)

0
976,029
(425,936)

0
992,033
(447.309)

0
1,008,517
(470,194)

0

1,025.499
(494,290)

0
1,042,1)42
(519.937)

0
1,060.999
(946.118)

0
16,72?,957 
(6,650.000) 

0
Op. axp. adj. tat principal paid 

AKA "Het ownership coef 990.264 559,686 550,491 644.724 530,322 511,245 923,449 514.877 10.078,987
Rental cost (monthly per a.i.) Ltd Lti 0.62 ILU 090 oji U» QJi

Savlnga: Purchaaa va Lease 943,707 879,080 998032 611/412 828,435 648/454 665,821 085,666 9,887,076

P#0B 2/2
is\
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Alaska Housing Finance Corporation 
Analysis o f 4300 Boniface Parkway Property  

(Analysis prepared as of April I, 1999)

Assumptions;

1. Closing on building purchase

2. Real estate taxes are paid on tenant portion only.

3. Assumed cost of funds (If financed):

4. Purchase price of:

5. Loan payments (18 yr. Term)
Term
Monthly payments 
Annual payments

6. Operation expenses are 1097/1998 actual 
escalated at estimated CPI increase.

7. CPI Increase per year:

8. Base year allowanoe for major repairs/replacements 
Subject (o annual increases equal to projected changes in CPI.

August, 1999

5.00%

$6,650,000

18 years 
$46,752 

$561,021

3.00%

$27,000

Rents payable
9. Base rent payable
10. Base renl subject to increase (30%)
11. Fixed portion of base renl (70%)

Current 07/D7Adj. 07/12 Adj.
1,012,539 1.093,570 1,145,824

303,761 328,071 343.747
708,775 765,499 802,076

RentBi income
12. Tenant portion of buflding subject to RAE lex 

Total non-tenenat rent 1.012,536
Tenant rent 179,448
Total all rent

84.95%
15.05%

1 W

13. Bate year lax assumption 95,160
Tenant portion 15.05%
Estimated base year tax assessment

14. Building appreciation

15. Lease began: 06/97

18. First extension dale (5 additional years): 07/07

17. 3econd extension date (5 additional years): 07/12

18. Final tease expiration date: 07/17

19. Current useable square footage (USF) teased: 49,796

20. Current monthly lease cost per USF $1.69 sf
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Dixector. Real Estate Investment* 

Union Labor life Insurance Company 
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K IN C A ID  &  R I E L Y ,L L C
REAL ESTATE ATTRAiSERS A CONSULTANTS 

3IOKSlr*rt. A n cn orogt. Atasta »»501-2O«4

(*07) 7 7 * -1 t i l  
f*m  f»C7J 27*4401

March 1,199$

Mr. Derid S. Gtaenar 
Director, Real E t th  Investments 
Union Labor Life Insurance Company 
111 Maaaachueatts Avenue. N.W.
Washington, D.C. 20001

RE: VMMBon of the Leered Fee Merest in tw  AHFC Offc* fefcfing (formally known as Jecsa L Carr Buiid-
ing) it 4300 Bontface Partway in Anchorage. Alaska. Our Appraisal Reference No. 9003.

Dear Mr. Gtasner

At your request, we la w  prepared a mmptata appraisal of Ifre abovereferenced property. The finding < of our 
jnatytas are deserted in tie  attached. aaWoontainad appraisal report. The purpose of this appraiata Ik to as* 
b m sta tis 'a  v” marts* value of f i t  taoaad toe irrtareat in tie  subject real eatate. The deftrabon of mart* (value 
used in No report can be found In tie  Swmwry of Important Facts and Conclusions. TKs report mee&, the cur­
rent Unfcmn Standard* of fhnforrwnnii Appraisal Practce (USPAP) as tumadotad by The Apprwsa: Fo> ndobon. 
and conforms to the Appraisal Standards tor FedaraNy Retted Transactors adopted by t e  Often rA t  a Comp- 
troterof Currency (OCC).

The subject property has teen personaly inspected by Theodore Jenson, Research Analyst, and F, Kincaid. 
MAI. IW. Jensen's substantial conWbubon to fts  appraisal is actaiowladgad for the gathering of seta and "^tpa- 
ratton of analyses. Itawovar, Ms report contains tie  vtaue conclusions and s ta tu re  of Mr. K noaid ortf. 
have made a thorough invta bgeBan and analyaia of tie  Anchorage offcc martet Wh hare also wth nu­
merous real estate brokers and property owners for tie  purpose of farming an opinion of market value. By mason 
of our nvesbgabon and analyaia, we have tanned die opinion that tie  martcat value of tie  leased foe Mareat in tie  
subject real estate, subject to tie  assumptions and Imibng condOona contained herein, as of February 17,199S,

|  5PC MILLION ftVtHUNpttO THOUSAND DOLLARS__________ 16,500,000

Respectfuty submtoad,

K,—  t  /£ « = = ■
Kan E  Kincaid. MAI

KEK/tsfrvb
co
Q>
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S U M M A R Y  O F  IM P O R T A N T  F A C T S  A N D  C O N C L U S IO N S

The Mowing is on executive summary of the important facts and conclusions of this appraisal. 
The reader is refine d to the various sections of this report for a  more thorough discussion of 
any of these summary descriptions.

Identity of Property
The subject property is the AHFC Office Butting, formerly known as the Jesse L  Carr Building, 
located at 4300 BonSace Parkway in Anchorage, Alaska. The subject is identified by the Mu- 
nidpalrty of Anchorage as Tax Identification No. 007-162-66, Our Appraisal Reference 
No. 9603.

Location
The subject is the most easterly C lass A office building in the Anchorage area, and is obviously 
separated from the Downtown central business dtetrict (C3D) and Ifidtown commercial areas. 
With the exception of the Family Medical & Dental Center, the Alaska Club, and the Alaska 
State Trooper barracks, the surrounding developments indude a mixture of single-family and 
multi-famiy residential uaaa. There is a  substantial business park developed approximately % 
of a mile west of the subject fronting Tudor Road and a strip retail maR with an office buttcfng 
roughly one m ia aast of tha subject With Che exception of a  1994 addtion to the Alaska Club, 
the subject's fcnmedtoto neighborhood has changed very Bttte over tha tost several years. Re­
garding surrounding streets, the subject is accessed from East Tudor Road to the south, Boni­
face Parkway to too e a s t and E ast 42"* Avenue to the north.

Legal Description
The subject ■ legally described as Tract C-2, Castle Heights Subdivision, Addition No. 3. ac­
cording to R at No. 84-400. Anchorage Recording District, Third Jufitial District State of 
Alaska.

Property Rights A ppraised.
The subject is esaantialy 100% occupied under various short and long term teases, with the 
exception of a  relatively insignificant 350sf of vacant basement storage area. Due to the 
leases, this is an appraisal of the leased tee interest in the subject reel estate. The Dictionary 
of Real Estate Aaorateal. Third Edition, defines the leased tee estate as. “an ownership interest 
held by a  landtord with the rights of use and occupancy conveyed by tease to others. The rights 
oT the lessor (the leased fee owner) and the leased tee are specified by contract terms con­
tained within the teesa."

Excluded Kama
7*s* is an appraisal of tha subject real estate only. No personal property was identified vtiieh 
would mate sited 2*? vrfea coftdtnions.

-2 -
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Site D escrip tion
The site  is com prise d of a  single lot containing 223,01 Bsf or 5.12 se res. The im provem ents a re  
situated n ea r th e  southern edge of the property, but have paved peridng area  surrounding them  
on a t sides. A l utiMSes are avalatole to the site. The topography is generafly level, and the site  
is at g rade with afl immediately surrounding streets. For a  more thorough description of th e  
site, p lease  retar to th e Description of Site section of this report

Description o f  Improvements
The subject is improved with an  excelant quality, four-story, C lass A office buildtog with a  par­
tial basem ent storage area. The building is situated near the southern portion of the « te  with 
dfrect a c ce ss  and vistoifity from both Boniface Parkway v x j E ast Tudor Road. The basem ent 
area is  located  under the central core area and is L-shaped containing approxim ately 5.65Ssf of 
gross bufldtog area (GBA). There are cunendy five tenants in the bidding. The largest tenant, 
AHFC, occupies roughly 80% of th e 1* floor, roughly 20% of the 2I-  floor, and th e  entire 3* an d  
4* floors. O f note, the subject is leased on a  usable basis. A sum mary of th e building a reas is  
as follows:

p 0**. Grow Are* IHaMe Are*
rim  Floor 
Socond Floor 
Third Floor 
Fourth ftoor .

22,3 SOU 
15,473s# 
17,032s# 
17,032s#

17,261J  
12,955s# j 
1«.M3sf

Total O ffice Area S & S & T '
Banmont Slonp 5,855s# 3,141s#
Total h a llii|A n i 77.74fcf
'*  A n  as k« *tf

The overall efficiency ratio (usable divided by gross area) of the office area  is 83% , w hfe th e  
efficiency of th e  entire buMtogi including the basem ent, is 80%. As show n above, the u sab le 
area on the 1* floor indicates a  skghOy tower efficiency ratio of 77% due to th e common a re a  
iobby. M oreover, the two-story lobby decreases the GBA of the 7 *  floor som ew hat In adffi- 
tion, th e  structure h as a  smafl mechanical penthouse which is not included in th e  above gros^ 
buU ing area  calculations. For a  more thorough description of the improvements , p lease refer 
to the Description of Improvements section of this report.

Zoning
The sub ject is located In a  B-3 zoning district with muflHpmiy zoning dvecfly across E ast 42nd 
Avenue and a  stogie-family zoning adjacent to the northwe st com er of th e property. The B-3 
district is  intended for general commercial use to areas exposed to  heavy autom obie traffic. 
This zoning d a s s iication slow s for a wide variety of office and ra ta l u ses, and th e  subject im­
provem ents appear to be to conformance with this classification. A copy of th e  B-3 zoning ordi­
nances from Tide 21 of the Municipal Land Use Regulations is induded in th e A ddenda.'

Addenda Earioiurc: Svbjcct Zoning Refutation*

-3 -
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Em inm mtwtat hmw »
We have inspected  tha subject with duo diligence expected of professional real estate ip p n is- 
e n . W e are not quaified to detect hazardous o r toxic m aterials. Any com m ant by ths apprais­
e rs  that might suggest the possi>My of th e  p resence of such su b stan ces should not be taken 
«  confirmation of the exigence of such subs ta nce s . Such determ ina tion would require investi­
gation by quafifisd expert* in the field of environm ental a sse ssm en t W e dU  not observe any 
obvious signs of hazardous w asters or toxic m aterials on th e  aurfaoe c f the site or interior of the 
bueidtnft. It is an e xpress1 aesumpdori of th is report, that suet* Rems a re  not ifmsent on the 
property and  th at th e  subject is orw ironrnentalydeen.

Highest and B est Use
As of th e  effective d ata of this appraisal, th e  property is e s sentially 100% occupied. Continued 
operation of the existing improvem ents  a s  an  office buicfing is th e  highe s t and best use of the 
sita a s  im proved. The highaat  and b est u se  of the site, a s  If vacant an d  undeveloped, would be 
to hold for hrtura construction unfit such construction becom es  aconom icaiy t w ab b . C onud- 
•ring th e  sub ject's com er access and exca i sn t visfoity, the m ost probebie development at that 
point would b e  an  office or ra ta l type fadUty. T he m ost probebie buyer for th e proparty is an 
investor or potsfely an  existing tenant, such a s  AHFC.

Purpose and intended Uaa o f Appralai l
This appraisal wee prepared far Union Labor Life Insurance Com pany. The purpose of the ap> 
prarsal is  to  esbm sle the martcet value “a s  is“ for the subject property, ft is our understanding, 
that th e  intended u se of M s appraisal report ia for posefale sale, of th e  property.

Definition o f  Market Value
As instructed, we have estim ated the “a s  is* merfcat value of tha subject. based on physical, 
financial, and lagal conditions in e d ic t a s  of th e  appraisal date. T he defintfon of marfcat value 
used in th is nccort is  from f ie  Uniform S tandards of Prpfaew ond A priaisal Practice. 1W7 edi­
tion, an d  th is definition is agreed upon by a g e n d a s  that regulate federal financial institutions in 
the United S tats*  of America. The definition is  a s  foSows:

MARKET VALUE - 'Market value* h defined as the matt probable price which ■ property 
should bring in a competitive and open market under ail conditions requitite to a fair sale, 
the buyer and seder, ucfc acting prudently knowlednabfy and assuming the price is not 
d re a d  by undue sbmukti. im plicit in  this definition is the consummation of a sale as of a 
specified data and the pasting of title  from seller to buyer under conditions whereby.

•  ftuyer and v ile r are typ*c*Hy motivated.
•  B o il parties are wed informed or wHI advised, and each acting in what they consider 

their own best in— r.
•  A reasonable time hallowed for exposure in the open market

Express nii imptina fie  -w knnie-rrr*' Reader aBotion is directed to Kincaid k  Ridy, LLCs Cct-
tifia tic % md Lieiirieg Ceadiboas located imm tdiur iy faUewiag our hear o f naanaim l. Tlui cqxtss as- 
swnptieo b bareby added to the S tated liouuag cooditieae fans and made a pat thereof.

-4 -
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• Payment it  made in cuh in U5. dd ian  or in ferrm of financial anangtments compa­
rable (hereto.

• The price represents the normal consideration far the property »W  unaffected by jpe- 
cial financing or sales concessions granted by anyone anociated with the sale.

Owner o f  Record and S u b le t  Sale Hlotory
We w ere not provided a  tide report for th e  su b ject According to Municipal tax information, 
though, the subject is owned by Union Labor Life Insurance Company, c/o Schwamm & 
Frampton, 540  L S tree t Suite 103. Anchorage, A laska, 99501*1945. ft is our understanding, 
that th e  building h as not been sold or M ed  in th e p ast five years. The building is not currently 
listed, nor is it being actively m arketed for sale.

E xposure T im e an d  M arketing Time
Crucial to  th e  value estim ate is th e  anticipated m arketing period for th e subject The estim ate 
of m arketing tim e is based on the exposure periods for sim ilar properties that have racentiy sold  
and rs also baaed  on anticipated trends in th e  m arket M ast of the sale com parisons in this ap ­
praisal sold after an  -uposure period of six to twelve m onths. Som e proport «s wans on th e  
market for a  longer period of tim e, out a t prices substa ntially above th e fctM prices. T he 
presum ption o f marketing time. then, is based  on an  effective end reasonable marketing stra t­
egy. It is our experience, and  that of commercial real e s ta te  brokers active in the A nchorage 
m arket that nine to  tvrelve m onths i t  a  reasonable m a r k e d  period. We an tidpale that foe 
Anchorage office rnar'tftt si*  rem ain fairly stab le in the near-term  with fitU  to no new construc­
tion o r sizable change in d a m n d . Based on historical sa le s  activity end expected (rends in An­
chorage over the next year, w e b eiev e that the subject would s e l  a t th e price indicated by th is  
appraisal within a  marketing tim e of nine to twelve m onths. As th e subject is not cumsntiy fisted 
for sa le , the actual exposure tim e is currently zero.

Date o f  Insp ection end Effec tive Date o f Apfraisal
Ken E . Kincaid, MAI. and Theodore S . Jensen . A ppraiser, inspected the property throughout 
February 1998. The m ost thorough inspection w as F eb ru vy  17,1996. The effective date of 
the *as isT appraisal is accordingly February 17, 1998. The appraisal report w as prepared on 
approximately March 1 .1998 .

Value C onclusions  
Land VSIim  (As Though V aca î  
C o t Approach 
Sales Comparison Approach

Capkafcetion Approach

N/A
N/A

$6,250,0001018,550.000
$6,500,000

Final V alue E stim ate 
$6,500,000

J
-5 -
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USE, PURPOSE AND SCOPE OF APPRAISAL 

Purpose and Intended Us*, o f  Appraisal.
This sppraisel w as prepared fix  Union Labor Ufa Insurance Company. Tha purpose of the 
appraisal b  to estim ate th e maricet value 'a s  is" far the subject property. It is our under­
standing, that the intended u se  of this appraisal report is tor possible sa le  of th e  property .

P roperty  Ib g h ts A ppraised.
The su b jec t»  essentially 100% occupied under various short and tong-tem  leases, with the 
exception of a  rafativsly insignilEcanf 350sf of vacant basem ent storag e a rea . Due to the 
leases, this is an appraisal of th e  to ssed  fee interest in the R eject real esta te . The Dictionary 
StB eM  f  ftilft Third Edition, defines the leased toe estate  a s . “an  ownership inter­
e s t held by a  tandtord with the rights of u se  and occupancy conveyed by lease  to  others. The 
rights of the lessor (the leased  fee  owner) and the based  toe are apcdfrsd  by contract term s 
covKameo wifwi t o  le ts t .

D ais o f Inspection  an d  E ffective D ale o f A ppraisal
Ken E. Kincaid, MAI, and Theodora S . Jensen . Appraiser, im peded the property throughout 
February 1900. Tha m ost thorough inspection  w as February 17,1990. The effective d a ta  of 
the "as is" appraisal is aceuti lngly February 17.1998. Tha appraisal report w ee prepared on 
apprtudmartsly March 1,1990.

S cope o f th a  A ppraisal
W e have prepared a  self-contained report which describes our taxings which w ere developed 
in a  com plete appraisal of the su b jec t In this appraisal, we dM not prepare a  C ost Approach 
analysis, and this is ftjrthar explained in tha C ost Approach section. The scope of th is a p ­
praisal encom passes the necessary  research and analysis to prepare a  report in accordance 
with the intended use, the S ta n frn ts  o f Professional Practice o f (bo Appraisal fcuttuto. th e 
Uniform  Standards of f t c fcw e n a t A fp n jg a t Pm cbca of th e Appraisal Foundation, and the 
Appraisal Standards tor Fadarafly Ratotod Transactions adopted  by th e OfRce of the Comp- 
troBer of Currency (O C Q . In regard to  th e subject, the analysis involved the M ow ing steps:

1. The property war mod toonwgNy impeded on February 17,1996 by Mr. Jensen.
The subject photographs jndtxkd in this report went biien at that time. Ms. Dar­
lene McLane, the assistant building manager, accompanied Mr. |emen during this 
inspection. Ms. McLane also provided general property information and an­
swered questions regndiog recent changes in tenant configurations. Mr. Kincaid 
intpsctad ire  properly again on February 24, 19901 Mr. Dan Reynolds of 
Schwtmm A Frampton, ILC, provided: a current rent rod dated January 27,1990; 
operating information for 1995 trough 1997; floor plana prepared by Neeser 
Construction, Inc. dreed February 17, 1997; copire of asrant leant; and a 'no
lUnru IuKai irirAr tot won vie l/l̂ix lfi hi % a ifmnxvTKTe# vonycfVwiofi
vDtQ dated December 11, 1997. Additional property information was obtained 
from die Municipality o f Anchorage and from a previous appraisal of the subject 

! cnmplewd by our firm  w ith an efocthmdrte of September 30,1991.

IftorsH  A R Iriy. LLC
~nTm ~iiii 1 1 ~i trrtii n
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2. Beyond the OEC dowre rtwwncm mentioned in the preceding paragraph. we 
were not provided w ith any environmental, soik or mechanic^ reports for this

: appraisal. Such documents provide helpful information, but thu omission of such
is not a critical shortmrnmf to the appraisal process. The appraisal *S not lim ited 
in scope because of the lack of this information.

3. State, city, and neighborhood daa h based on information made available by the 
State of Alaska Department of Labor, the University of Alaska Institute of Social 
and Economic Research, and by the M unicipality of Anchorage Department of 
Economic Development. Additional information was obtained through studying 
the subject neighborhood and from articles in various publications as cited in this 
report

4. In estimating the highest and best toe for the property, we analyzed the data com­
piled in the steps noted above- in  addition, we reviewed an Anchorage Office 
Market Study to reveal bends which would m attriaify effort value of the property.
These trends ate reflected in die approaches to value.

5. In developing market estimates, the market data used was collected from the our 
office files, property ownerAnanagers, real estate agents andfor persons knowl­
edgeable of the marketplace.

6. Albs’ assembling and analyzing the lata defined in dus scope o f ̂ praisal, a final 
estimate of market value wm made.

Methodology o< Appraisal
The Cost Approach m m ost meaningful when ft ie pos s ible to retieMy estim ate not only th e  
costs of new construction but accrued depreciation a s  w el. Extraordinary external obsoles- 
cence is a  significant factor in the Anchorage cflRca m arket It is poufote to  develop a  ratab le 
m arket value estim ate through the S ales Com parison and Income Capftafization Approaches. 
For these reasons, w e have omitted the C ost Approach from this appraisal.

The Sales Comparison Approach derives valu i  indicators from sales of properties which have 
ch aracteristics similar to  the sub ject The siiles information w as obtained from the buyers, 
sellers or brokers invotvod in th e  transactions,. Tbo com parable sales dnta w as analyzed lo r 
dfenkmtertbcs between  the properties and the su b ject W e address the physical investor o f 
S ates Price P er Square Foot (SP/SF). and from th is approach, we extract the economic indi­
cator of O vcral R ate of Return (ORR) wNch is considered in the income Capttaftzation Ap­
proach.

In the Income Cepftafaation Approach, we used th e  0 2  com puter program to  project net op­
erating income far Ihe subject over a  ten year holding period. In our analysis, w e used con- 
b a d  rents far existing teaees and m arket rental ra te s for new leases throughout the projection 
period. We based our H tial expense projections on t i e  subject s  historic expenses and on 
current office buidingaxperw es a t competing properties. The 0 2  program dem onstrates th e 
subject's projected net operating income for Yiiars 1 through 10. Of note, we used the Year 1 
NOi figure for our capitalization analysis in tho S ates Comparison Approach a s  this year rep-

-9-
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resent* the subject at stabilization. Al any rate, th e projected income stream  is converted to ■ 
present vahie indication using docounted cash  how analysis. We then uS&zed the direct 
capftafaabor? technique to  th e sub ject's Y ear 1 operating  income as  determined through 0 /2  
es a  secondary analysis of value through th e Incom e Approach, in this second analysis, w e 
reNed upon the ORRs derived from the S ales Comparison Approach. T hese going-in capitali­
zation rates reflect the expectations  and actions of buyers in the current m arket for sim ilar 
properties.

In the Reconafetion and Final Valuation section, the value conduaions through each  o f th e  
approaches are evaluated for appropriateness, accuracy and quantity of evidence to  arrive a t 
a  final market value concfosion for tha su b ject

^ranmcm o? vom^wwiioy
The appraisers, Theodora S . Jen sen  and Ken E. Kincaid, MAI, have completed  num erous 
valuations of office buffings and other commercial properties In Anchorage. O f particular 
note. Mr. Kincaid appraised th e  subject previously in 1991. A summary of th e  appraisers' ex­
perience is in the Addenda.1 W e have thoroughly researched the market for trends an d  indi­
cations of market value. The appraisers aw  deem ed com petent to  prepare this ap p raisa l

Addends Endoaerr. Appraisers’ Experience Data

-10 .
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Mr. M ich a e l W. P r ic e  
P r i c e  i  p r i c e
C o u n a e lo re  fc A tto rn e y s  * t  Lao 
$50 « .  S e v e n th  J M i n a ,  S u i te  1370 
A nch orag e , AK 99501

Re I U p d a te  t o  th e  AHFC O f f ic e  b u i ld in g  A ppr» i* * I 

S e e r  Mr. P r i c e t

I  h av e  re v ie w e d  th e  u p d a te d  l e t t e r  p ro v id e d  by Ken C. K in c a id ,
MAX an d  f i n d  t h a t  i t  o a a t e th e  g u id c l la e e  f o r  O rvifore S ta n d a rd s  
o f  P r o f e s s io n a l  A p p r a is a l  P r a c t i c e .
C o e e ld e z in g  th e  in fo rm a t io n  t h a t  he p ro v id e d  a s  an  addendum to  
t h e  o r i g i n a l  r e p o r t ,  I  am in  agreem ent w ith  h i e  f i n a l  e e t lm a te  o f  
f a i r  m ark e t v a lu e  a e  o f  O c to b er 1C, 1990 e t  $ $ .* 5 0 ,0 0 0 .

S in c e r e ly ,
APPRAISAL COMPAmr OP ALASKA

H lc b e e l C . R en H p l 
P a r tn e r
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PURCHASE AND SALE AGREEMENT 
AND ESCROW INSTRUCTIONS

This Purchase and Sale Agreement and Escrow Instructions ("Agreement") is 
entered into effective as o f the / jg *  day of March. 1999 ("Effective Date") by and 
between THE UNION LABOR LIFE INSURANCE COMPANY fS e fle r). and ALASKA 
HOUSING FINANCE CORPORATION, a public corpc ration ("BuyeO. with reference to the 
following facts:

RECITALS

A. Seler is the owner o f that certain real property and improvements thereon located 
in Anchorage, Alaska, as more particularly described as:

Tract 0 2 , Castle Heights Addition No. 3, according to the official plat thereof, filed 
under Plat No. 84-400, records of the Anchorage Recording District, Third Judicial 
District. ALASKA HOUSING FINANCE CORPORATION , (the "Property').

B. Buyer desires to purchase the Property from Seller and Seller desires to seU the 
Property to Buyer on the terms and conditions set forth herein.

NOW, THEREFORE, in reliance upon the preceding Recitals and in consideration 
of the mutual covenants set forth herein and for other good and valuable consideration, the 
receipt and adequacy of which are hereby acknowledged. Seller and Buyer agree as 
fbfows:

a r tic le o n e
TERM S O F AGREEMENT

1.1 AGREEMENT OF SALE. Seller agrees to seU and convey the Property to Buyer, 
and Buyer agrees to purchase the Property from Seller, on the terms and conditions set 
forth herein.

1.2 TERM. The term of this Agreement shall commence on the date hereof and shall 
continue, unless sooner terminated in accordance with the previsions hereof, until the first 
to occur of (a) the date the Deed for the Property is recorded in the Office o f the District 
Recorder for the Anchorage Recording District, (the "Closing Date"), or (b) the Termination 
Dale. The Termination Date” shall be June 20,1999 or sixty (60) days after June 20, 
1999, if  such date is extended by Buyer pursuant to Section 2.2 herein.

ARTICLE TWO 
PURCHASE PRICE

2.1 PURCHASE PRICE. The purchase price for the Property (the "Purchase Price") 
shafl be SIX MILLION SIX HUNDRED FIFTY THOUSAND DOLLARS AND NO CENTS 
($6,850,000.00).

P u r c h a s e  a n d  S a le  A g re e m e n t
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2.2 PAYMENT OP THE PURCHASE PRICE. Within three (3) business days of 
approval by Buyer's Board of Directors as set forth in Paragraph 2.3C below, Buyer shall 
deposit with Escrow Holder the sum of FIFTY THOUSAND DOLLARS AND NO CENTS 
($50,000.00) as an earnest money deposit payable to the Escrow Holder's Trust Account 
This deposit w i be non-refundable except (1) for the right o f Buyer to rescind this 
Agreement under Sections 2.3A &B, 3.2(d) or 3.2(e) below or (2) unless Seller is unable 
to deliver approved title as set forth in Section 3.1 below. Buyer shall have until June 20.
999 to dose the purchase. The Buyer has the option to extend dosing from June 

,1999. to a date no later than 60 days after June 20,1999 by depositing an additional 
$50.000.00 with the Escrow Holder, which second deposit shall be credited to the sale 
price, which w ill beVefundable to the extent that the initial earnest money deposit is non- 
refondable. The balance of the purchase price shod be paid in foN to Escrow Holder as of 
the Closing Date.

2.3 CONTINGENCIES OF CLOSING. There shaN be three contingencies of dosing.

A. Property Assessments. An environment, electrical, mechanical, structural,
architectural and governmental compliance assessment may be conducted by 
Buyer within the time specified in Section 3.2(d) below;

8. Approval of Legislature. The obdaatfoos of Buyer under this Agreement are subject
to the approval of the purchase of the Property on the terms set forth in this 
Agreement by the Legislature of the State of Alaska during its 1999 Session. If the 
Legislature of the State of Alaska does not approve the purchase of the Property 
on the terms set forth herein. Buyer shad terminate this Agreement in writing and 
receive the return of its deposit If the Legislature of the State of Alaska approves 
the purchase of the Property on the terms set forth in this Agreement and Buyer 
givers notice thereof to Seller by the end of such 1999 Session and such legislation 
becoming law, this Agreement shall oontinue In full force and effect, and Buyer shad 
have no further rightto terminate this Agreement pursuant to this subsection. Buyer 
shatt, within three (3) days after such approval, give notice of such legislative 
approval and notice of the action of the governor to the legislation, to Seder; and

C. Approval, of Board of Directors of Buyer. The obligations of Buyer urrf ids
Agreement are subjectto the approval of the purchase of the Property on the .erms 
set forth in this Agreement by the Board of Directors of the Alaska Housing Finance 
Corporation. If the Board of Directors of Buyer does not approve the purchase of 
the Property on ttw terms set forth in this Agreement, Buyer shad terminate this 
Agreement in writkg and shaN have its earnest money deposit returned. If the 
Board o f Directors of Buyer approves the purchase of the Property on the terms set 
forth in this Agreement, this Agreement shal continue in f ill force and effect and 
Buyer shal have no further right to terminate this Agreement pursuant to this 
subsection. BuyershaN, within three (3) days after such Board of Director approval, 
give notice of such approval (which shaN state the date of such approval) to SeNer.

Purchase and Soto Agreement
Pag* 2 o f 13



Hf-rc x o  U J - t k L t n  h t v  ^  C-AC.L, v r r i ^ L . r . c i o »

Buyer agrees to schedule a meeting and vote of its Board of Directors ratifying this 
Agreement as expeditiously as possible after Seiler accepts this Agreement by 
execution hereof, but in no event shad the date of such meeting be more than 30 
days after such acceptance.

D. Acceptance bv Seiler. The obligations of Setter under this Agreement are subject 
to approval of the terms of the purchase of property by the appropriate committee 
o t the Board of Directors of Seller. Seller shall schedule a meeting of the 
appropriate committee and vote of that committee, which meeting shad not be held 
more than 30 days after such acceptance by Seller.

6RT1PU= THR£E 
TITLE and "AS-1S" SALE

3.1 TITLE TO THE PROPERTY.

(8) Simultaneously with the execution of this Agreement Seder wfll order a 
preliminary title report (PTR) of the Property which wfll be issued by First American Trde 
Insurance Company (Tide Company), through its issuing agent and provide Buyer and As 
agents a, copy thereof. Seder shad subsequently furnish to Buyer ad supplemental tide 
reports as the same become avaiable in the course r f  Tide Company's standard business 
practices. Buyer shad have theoption for a period of fourteen (14) days from receipt of the 
PTR to notify Seder and Escrow Holder what exceptions to tide fast shown thereon, if w.y, 
are unacceptable to Buyer ("Disapproved Exceptions*): provided, however, that Buyer 
agrees to accept as such exceptions ad leases, real property taxes on the Property which 
are not delinquent ad exceptions which arise as a result of the acts or omissions of Buyer 
or As agents, employees, or representatives, and easements, covenants and restrictions 
of record. All other matters shown on the PTR with respect to which Buyer teds to timely 
give notice shal be oondustveiy deemed to have been approved by Buyer and shad 
thereafter constitute part of "Approved TWe" hereunder.

(b) In the event Buyer shad give notice within 14 days from the date of As receipt of 
the PTR under Section 3.1 (a) of any Disapproved Exception, Seller shad have fifteen (15) 
business days after receipt thereof to notify Buyer and Escrow Holder eAher(l) that Seder 
w i cure such Disapproved Exception and wid provide Buyer with evidence reasonably 
satisfactory to Buyer that such Disapproved Exception has been cured or w« be cured on 
or before the Closing Date (in which case Seller may by notice to Buyer and Escrow Holder 
at any time during the term of this Agreement extend the Closing Date and if necessary the 
Termination Date for such period as may be required to effect such cure): or (2) that Seder 
w i not cure such Disapproved Exception. Setter's faiure to give such notice with respect 
to a Disapproved Exception shall conchisrvoty constitute an election under clause (2) of this 
Section 3.1(b) to not cure such Disapproved Exception. In the event Seder-tects or is 
deemed to elect not to cure a Disapproved Exception, or in the event Seder elects to cure

Purchzsa and Sate Agreement
Pag* S o t 13



h k k  u  y y  t d j : u j r r i  hmi-u t A t t  u t u l l

any Disapproved Exception but fads to do so by the Closing Date. Buyer may. in its 
discretion, cure such Disapproved Exception (in which case Buyer may. by notice to Seller 
and Escrow Holder, at any time during the term of this Agreement extend the Closing Date 
and. if necessary, the Termination Data for such period as may be required to effect such 
cure). In the event Buyer effects such cure, the Purchase Price o f the Property shad be 
reduced by any cost incurred by Buyer in effecting the cure, and Buyer shad give notice 
to Escrow Holder of any such reduction in the Purchase Price prior to Closing. Buyer 
hereby agrees to accept the procurement by Seller of a commitment for the issuance of 
a standard Owner’s PoScy of Title Insurance by Title Company in the face amount of the 
Purchase Price Insuring Approved THKi to the Property in Buyer (the T itle  Policy") 
containing appropriate endorsements as a cure by Setter of any Disapproved Exception.

(c) In the event Setter elects or is deemed to elect not to cure any Disapproved 
Exception under clause (2) of Section 3.1(b), Buyer shal have the option at any time to 
terminate this Agreement by notice to Setter and Escrow Holder to that effect Inthe event 
Setter elects to cure any Disapproved Exception, but fails to do so by the Closing Date. 
Buyer shatt have the option as of the Closing Date to terminate this Agreement by notice 
to Setter and Escrow Holder to that effect Buyer's faiure to either give such notice or to 
terminate with respect to any Disapproved Exception shal conclusively constitute Buyer's 
waiver of ail of its Tbjections thereto, in which case Setter shall have no obligation to cure 
such Disapproved Exception and it shatt thereafter constitute part o f “Approved Title" 
hereunder.

3.2 *AS-IS* SALE/BUYER'S RIGHT XQ CONDUCT ENVIRONMENTAL ASSESSMENT 
AND OTHER INSPECTIONS.

(a) Buyer has entered into this Agreement in reliance solely upon Buyer's abftty to 
make its own investigation of the title, environmental, economic and legal conditions of the 
property, and Buyer is not reiying upon any representations and warranties of Seiler 
concerning the property. Buyer further acknowledges that Buyer has not received from 
Setter any financial, tax, legal, architectural, engineering, property management or other 
advice with respect to the property or the use thereof contemplated by this Agreement and 
that Buyer is retying solely upon the advice of its own advisors in entering into this 
Agreement except as specifically set forth in Artide 5 below.

(b) Buyer acknowledges that notwithstanding any priororai or written representations, 
statements, documents or understandings, this Agreement, and any simultaneous 
disclosure statements, if any, constitutes the entire understanding of the parties with 
respect to the subject matter hereof and supercedes all such prior oral or written 
representations, statements, documents or understandings and wiU remain unaffected by 
any representation, statement or understanding subsequent to the date of this agreement 
or the date of a duly executed amendment to this Agreement. Buyer further acknowledges 
that, except as expressly set forth in Artide 5 below, neither Seiler nor its officers, directors, 
employees, agents or representatives have previously or does under this Agreement make

P u rc f ta s *  a n d  S a l e  A g re e m e n t
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any representation or warranty of any kind whatsoever, either express or implied, with 
respect to the property or any related matter and that the property shaU be sold to Buyer 
hereunder in an ‘AS-IS* condition.

(c) In particular, but without limitation of the foregoing, no representations or warranties 
have been made or ana made hereunder with respect to the condition, habitability, size, 
usable area, occupation or management o f the property, the intended uses of the property, 
the boundary lines of or any encroachments or easements affecting tire property, the 
presence; or avalaMKy of water or sewage disposal on or to the property, and the 
property's compliance with applicable statutes, laws, ordinances, regulations or 
requirements relating to the leasing, zoning, subdivision, planning, buttding, fire, safety, 
health, hazardous material or environmental matters or the property's compliance with 
covenants, conditions, and restrictions, other local, municipal, regional, state or federal 
requirements, or other statutes, lawy, codes, ordinances, regulations or requirements.

(d) Setter shal widen 7 days from execution of this Agreement provide Buyer with any 
environmental reports/assessmente in its possession regarding the Property. Regardless 
thereof. Buyer shall have the right after execution of this Agreement, at Buyer's expense, 
to undertake a Environmental Assessment of the Property. Such Environmental 
Assessment shatt be completed within 45 days from execution of this Agreement If the 
Assessment reveals the presence of hazardous substances at a level unacceptable to 
Buyer then within the inspection period. Buyer may rescind this agreement and have their 
earnest money deposit returned to tt. A copy of any Assessment relied upon by Buyer to 
rescind this Agreement must be submitted to Setter, who may retain such copy.

(e) Setter shatt within 7 days from execution of this Agreement provide Buyer with any 
property inspection reports/assessments in its possession regarding the electrical, 
mechanical or structural condition o f the Property or any report concerning the Property's 
current governmental comptiance with such laws as building codes, zoning ordinances or 
American with Disabitities A ct Regardless thereof. Buyer shall have the right after 
execution of this Agreement at Buyer's expense, to inspect the Property and 
Improvements for its electrical, mechanical, and structural condition or its current 
compliance with governmental restrictions. Such inspections shall be completed within 45 
days from execution of this Agreement If the inspections reveal any material defect or 
defects which in Buyer's sole discretion impacts the value or utility of the Property for Its 
Intended purpose, then within the inspection period, Buyer may rescind this agreement and 
have their earnest money deposit returned to it  A copy of any inspection report retied 
upon by Buyer to rescind this Agreement must be submitted to Seller, who may retain such 
copy.

(f) Buyer shal provide Seller with not less than five (5) days notice of the date and 
time o f any inspections referred to in Section 3.2.(e). Prior to any inspections, Buyer shaU 
provide to Settr*. certificates or other evidence satisfactory to Seder that there is in effect 
liability insurance with a minimum of $1,000,000.00 coverage that insures Setter against
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any liability, claims or damages arising from inspections on the Property conducted by 
Buyer or Buyer's representatives or contractors.

ARTJO E .e Q U B
CLOSING AND ESCROW

4.1 DEPOSIT WITH ESCROW HOLDER AND ESCROW INSTRUCTIONS. Upon 
execution of this Agreement, the Setter shall deposit an executed counterpart hereof, with 
First American Title as Escrow Holder, and this Agreement together with the "Get>eral 
Provisions* of Escrow Holder's standard preprinted form o f escrow instructions shall serve 
as instructions to Escrow Holder for consummation of the purchase and sale contemplated 
hereby. Seiler and Buyer agree to execute such additional and supplementary escrow 
instructions as may be appropriate to enable the Escrow Holder to comply v/ithfha terms 
of (his Agreement; provided, however, that in the event of any conflict between the 
provisions of this Agreement and any supplementary escrow instructions,, including such 
General Provisions, the terms of the Agreement shaM control.

4.2 CLOSING. The closing hereunder (the "dosing*) and the execution and exchange 
of documents and the delivery of att items to be made at the Closing under the terms of this 
Agreement shall be made at the offices of Escrow Holder; provided, however, that all such 
actions shaU be effective as of the Closing Date, unless expressly indicated otherwise.

4.3 DELIVERY BY SELLER AttheCtosina.SellershaHdooositwith Escrow Hokterthe
following:

(a) A duly executed and acknowledged Warranty Deed to the Real Property (the
"Deed");

(b) Assignment of Lessor's interest in att leases in effect as of the date of
dosing;

(c) Estoppel Certificates executed by att tenants in the buttding other than Buyer;
and.

<d) AH other documents and instruments called for hereunder which have not
been previously delivered.

4.4 DELIVERY BY BUYER At the dosing, Buyer shall deposit with Escrow Holder 
the (blowing:

(a) Sufficient funds to pay the full Purchase Price; and

• (b) All other documents and instruments called tor hereunder which have not 
been previously delivered.

Purchas* and Sate 
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4.5 OTHER INSTRUMENTS. Setter and Buyer shatt eadrdeposit with Escrow Holder 
such other instruments as are reasonably requested by Escrow Holder or otherwise 
required to dose the escrow and consummate the purchase of the Property in accordance 
with the terms hereof and to obtain the issuance of the Title Policy for the Property.

4.6 PRORATIONS AND APPORTIONMENTS. All taxes, assessments and rents 
associated with dosing the transaction contemplated hereunder shall be prorated as of 
dosing. Att security deposits for tenants w ill be transferred in whole to Buyer at dosing.

4.7 EXPENSES AND CLOSING COSTS. Expenses and dosing costs shall be paid as 
foilows: *

i. Setter shall pay the cost o f securing an extended coverage, ALTA owner's
title insurance policy;

H. Buyer to pay for any costs or fees associated with financing the purchase;
i .  Buyer and Setter agree to equally pay recording and escrow foes;
iv. Att utittties shatt be transfoned to Buyer as of the day of dosing;
v. Each party shall pay it's own attorneys or consultant's foes (except as 

provided in Paragraph 8.2 below); and
vl. Any cost not spedficatty enumerated herein is to be eq' iatty divided between

Seller and Buyer.

4.8 CLOSE OF ESCROW. Provided that Escrow Holder has received the 
documents and funds described herein a r^  nas not received notice from any party either 
that an agreement of another party herr^nder has not been performed, that a condition set 
forth herein has not been satisfied or waived or that this Agreement has terminated (by its 
terms or by an election duly made hereunder), and further provided that the issuance of. 
or an unconditional commitment to issue, the Title Policy has been obtained. Escrow 
Holder is authorized and instructed at the earliest possible time after the Closing Date to:

(a) Record the Deed with the District Recorder for the Anchorage Recording 
District; and

(b) Deliver the Trtle Policy, and att other items deposited by Setter in Escrow with 
respect to die Property, with a oopy thereof to Buyer.

4.9 DISBURSEMENT OF FUNDS. Immediately upon recording. Escrow Holder shall 
disburse any amounts due to Seller (as adjusted to reflect Setter’s costs of escrow 
hereunder), pursuant to separate instructions to Escrow Holder solely from Setter.

4.10 NOTIFICATION: CLOSING STATEMENTS. In the event Escrow Holder cannot 
comply.with the tatructicns hen*^ or to be provided. Escrow Holder is not authorized to 
cause the recording of ttie  foregoing documents, but instead is to notify Seller and Buyer
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of such fact without delay. As soon as reasonably practicable after the Closing Date, 
Escrow Holder shall deliver to each party, a true, couect and complete copy of its 
respective Closing Statement, in form customarily prepared by Escrow Holder, and alt 
other items in Escrow Holder's possession to which such party is entitled hereunder.

REPRESENTATIONS WARRANTIES AND COVENANTS

5.1 BUYER S REPRESENTATIONS. In order to induce Seller to enter into this 
Agreement and the transactions contemplated hereunder. Buyer hereby makes the 
following representations and warranties as ofthe date hereof and again as of the Closing * 
Date:

(a) This Agreement and aft documents, if any. executed by Buyer which are to 
be deJtvered to Seller hereunder w * be duly authorized, executed and delivered by Buyer, 
are and as of the Closing Date will be legal, valid and binding obligations of Buyer and do 
not and as of Ctosing Date wM not violate any provisions of any agreement or judicial order 
to which Buyer is a party or to which it is subject

(b) No approvals or authorizatiri of this transaction other than approval by the 
Legislature as set forth in Section 2.3.B and approval by the Board of 
Directors of Buyer as set forth in Section 2.3.C are required for this 
Agreement to be legal and binding upon Buyer.

52 SFLLER S REPRESENTATIONS. In order to induce Buyer to enter into this 
Agreement and the transactions contemplated hereunder, Seller hereby makes the 
following representations and warranties as of the date hereof and again as of the Closing 
Date:

(a) Seder is a corporation duly organized, validly existing and in good standing 
under the laws of the State of _  with fu l power and authority to enter 
into and comply with the terms of this Agneement. -

(b) This Agreement and ad documents executed by Seller which are to be 
dedvered to Buyer hereunderwM be duly authorized, executed and delivered by Seder, are 
and asofthe Closing DatawM be legal, valid and binding obligations o f Seder, and do not 
and as of Closing Date w l not violate any provisions of any agreement or judicial order to 
which Seder is a party or to which it is subject.

Purchase and Sale A gr e a m a o t
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AgDSULgjjS 
CASUALTY OR CONDEMNATION

6.1 CQNPEWNftTI.QfiJQLeSQI?ERBC

(a) In the event a governmental entity commences eminent domain proceedings 
to take a material portion of the Property after the date hereof and prior to the Closing 
Date, then either Seller or Buyer shaU have the option to terminate this Agreement by 
writen notice to the other and Escrow Holder within five (5) business days after Buyer, 
Seler and Escrow Holder received notice of such commencement.

(b) In the event a governmental entity commences eminent domain proceedings 
to take any part of the Property after the date hereof and prior to the dosing Date and this 
Agreement is not terminated pursuant to Section 6.1(a) above as result thereof, then the 
Closing Date shal occur as scheduled notwithstanding such proceeding; however, that 
Seim's interest in a l awards arising out of such proceedings shad be assigned to Buyer 
as of the Closing Date.

62 NO DUTY TO RESTORE. Buyer acknowledges and acroas that in no event shaN 
Seler have any obligation to repair or restore the Property or any portion thereof or any 
other NaWHty hereunder as a result of any casualty or condemnation.

ARTICLE SEVEN 
DEFAULT AND TERMINATION

7.1 DEFAULT BY SELLER- In the event Seler foils to perform any o f its obligations 
or is otherwise in default hereunder. Buyer shal have the right to give notice to Seller and 
Escrow Holder specfficafy setting forth the nature of such falure and stating that Seller 
shad have a period of ten (10) days to cure such faiura. If Seler has not cured such falure 
within such period (or. if such falure is not capable of being cured within ten (10) days, or 
Seler has not commenced in good faith the curing of such failure within such period and 
does not dSgentiy thereafter complete such cure prior to the Closing Date or if applicable, 
the Termination Date), Buyer shal have the right to exercise any of the following mutualy 
exclusive remedies:

(a) Waive such falure and proceed to the Closing Date with no reduction in the 
Purchase Price.

(b) Terminate this Agreement by notice to Seller and Escrow Holder to that 
effect, in which event Buyer and Seler shal execute supplemental escrow instructions 
prepared by Escrow Holder canceling the escrow opened hereunder, and unconditionally 
releasing each other from a l past and future obligations and labilities under this 
Agreement and instructing Escrow Holder to immediately disburse the Deposit (including 
al interest earned on the investment thereof) to Buyer.
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(c) Frie an action in any court of competent jurisdiction to enforce any other 
remedies avalable to Buyer with respect to such breach hereunder, at taw or in equity.

7.2 DEFAULT BY BUYER, In the event Buyer fa ls to perform any of its obligations 
or is otherwise in default hereunder, Seiler shaU have the right to give notice to Buyer and 
Escrow Holder specifically setting forth the nature of such failure and stating that Buyer 
sh£l have a period of three (3) business days to cure any failure to either pay money or 
perform by a date certain and a period of ten (10) days to cure any other failure. If Buyer 
has not cured such failure within the applicable period (or. if any such other faRiire is not 
capable of being cured wHhin ten (10) days). Buyer has not commenced in good faith the 
curing of such falure within such period and does not ditigentty thereafter complete such 
cure prior to  the Closing Date or if applicable, the Termination Date), Seller shal have the 
right to waive such falure and proceed to the Closing or to immediately terminate the 
Agreement

7.3 E FFE C T O F TERMINATION.

(a) Upon the termination of this Agreement for any reason, neither Buyer nor 
Seler shal have any further liability or obligation hereunder. Escrow Holder shal within 
five (5) business days thereafter, return to the Seller aU items previously deposited with 
Escrow Holder in connection with this escrow, including Ihe non-refundable earnest money 
deposit.

(b) In the event this Agreement« terminated pursuant to Section 7 .l.(b) or 7.2 
above, the party in default shad immediately upon demand from Escrow Holder pay all 
escrow costa and cancelation charges.

(c) In the event Buyer or Seler timely elects to terminate this Agreement in 
accordance with Section 3.1(c) or 6.1(a) above, Buyer and Seler shHI execute 
supplemental escrow Instructions prepared by Escrow Holder canceling the escrow opened 
hereunder, unconditionally releasing each other from a l past and future obligations and 
labilities under this Agreement and instructing Escrow Holder to immediately disburse the 
Purchase Price deposited to Buyer. Seler shal immediately upon demand from Escrow 
Holder pay aU escrow costs and cancellation charges.

ARTICLE EIGHT 
MISCELLANEOUS

8.1 NOTICES. Any notice, approval or other communication required or permitted to 
be given under this Agreement shal be in writing and shal be sent by a recognized private 
courier company or by United States mal, registered or certified m al, postage prepaid, 
return receipt requested, and addressed as follows:

P urc fta i* and Sate Agreement
Pjg*10of 13



hhk i d  ' y y  ud^uyR i'i hmtc t*fc.L m - f- iu . I-', yy/ d(

If to Seller David S. Glasner, Director, Real Estate Investments 
The U.Mufi Labor Ufe.lnsurance Company 
111 Massachusetts Avenue NW 
Washington, DC 20001-1461 
Phone: (202)682-4905

If to Buyer

cc: Suzanne Cherot
1127 West T  Avenue 
Anchorage, AK 99501 
(907)276-1550

Dan Fauske, Executive Director 
4300 Boniface Parkway 
Anchorage, AK 99504 
907-338-6100

cc: Pacific Realty
880 N. Street, Suite 303 
Anchorage. AK 99501 
907-274-0462

If to Escrow Holder Terry Bryan, president 
First American Title of Alaska 
3330 Arctic Blvd. Suite 103 
Anchorage, AK 99503 
907-563-5263

Such notices shall be deemed delivered upon delivery or refusal to accept delivery as 
indicated in the U.S. Postal Service return receipt or similar advice from such courier 
company, as the case may be. . ■

8.2 BROKERS AND FINDERS. Seler shaU be responsible for ati broker's and finder's 
fees.

83 SURVIVAL OF REPRESENTATIONS AND WARRANTIES. An representations, 
covenants and warranties of the parlies contained herein or in any document, certificate 
or statement delivered pursuant hereto are intended to and shaU remain true and conect 
at afi times during the term of this Agreement and shal be deemed to be material. Each 
such representation and warranty and a l indemnities contained herein shal survive the 
Closing Data and any other termination of this Agreement

8.4 FURTHER ACTS. Each party shall, at the request of the other, execute, 
acknowledge (if appropriate) and deliver whatever additional documents, and do such 
other acts, as may be reasonably required in order to accomplish the intent and purposes

Purchase and Sale Agreement
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of this Agreement

8.5 AMENDMENTS- This Agreement and the Exhibits hereto and any other separate 
disclosure statements, if any, constitute the entire and complete agreement and 
understanding, and nipetsede an prior and contemporaneous agreements and 
understandings, between the parties hereto relating to the subject matter hereof. This 
Agreement may be amended or modified only by a written instrument executed by the 
party asserted to be bound thereby.

8.6 ATTORNEYS' FEES. In the event either Buyer or Seller brings any suit or other 
proceedings with respect to the subject matter or to enforce any provision of this 
Agreement, the prevailing party as determined by the court, shaN, in addition to such other 
relief as may be awarded, be entitled to its reasonable attorneys' fees, expenses and costs 
of investigation.

8.7 VALIDITY. In the event any prevision o fth is Agreement, or the application thereof 
in a particular context is held unenforceable, invalid or in violation of law by any court or 
quasHudicial body of competent jurisdiction, then the application of such prevision in other 
contexts shaN not be affected thereby and. in all events, the remaining previsions hereof 
shaN remain in full force and effect

8.8 NO WAIVER: No waiver of any of the previsions of this Agreement shaN be 
deemed or shal constitute a waiver of any other provision hereof, nor shal any waiver 
constitute a continuing waiver. Except as otherwise provided in this Agreemjnt no waiver 
shal be binding unless executed by the party making the waiver

8.9 POSSESSION. Possession of the Property shal be delivered to Buyer on the 
Closing Date.

8.10 NO ASSIGNMENT. This Agreement shal be binding upon, and inure to t»>e benefit 
of, the parties hereto, however, the parties may not assign or otherwise transfer this 
Agreement or the rights thereto, whether voluntarily, involuntarily, by operation of law or 
otherwise.

8.11 INTERPRETATION. Words in the singular shal be deemed to include the plural 
and vice-versa and words in a particular gender shaN be deemed to include each other 
gender. The captions and headings of the Articles and Sections of this Agreement are for 
convenience of reference only and shal not be deemed to define or lim it the provisions 
hereof. Time shal be of the essence of every provision of this Agreement

8.12 GOVERNING LAW. This Agreement shall be governed by and construed in 
accordance with the taws of the State of Alaska.

8.13 COUNTERPARTS. This Agreement may be executed in one or more counterparts 
by the parties hereto. All counterparts shall be construed together and shaU constitute one 
agreement.

Purchase and Sale Agreement
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8.14 EXHIBITS. Any exhibits attached hereto and referred to herein are hereby 
incorporated herein as though fully set forth at length.

8.15 REPORTING RESPONSIBILITY. Escrow Holder shafl prepare and file a» reports 
and statements required by w ,  if any.

IN WITNESS WHEREOF, the parties hereto have ex ̂ cuted this Agreement as of 
the date first set forth above.

SELLER: THE UNK N LABOR LIFE INSURANCE
COMPAN '

,TS: A - e ^ r r x ,

BUYER: ALASKA HOUSING FINANCE

ITS:

Pvrchw® and Sale Agr*«n«nt 
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. #Date Referred to Committee: April 29, 1999 FURTHER REFERRALS:

Date of Committee Action: 3lK \ o d

Tlie FINANCE Committee considered:

HOUSE BILL NO. 191

"An Act relating to charter schools; and providing for an effective date."

CHARTER SCHOOLS

H B 191

recom m ends be replaced
with the fo llow ing  com m ittee substitute n r ?  / L Fl/\)j

[ ] additional referral to _  
f | attached am endm ent(s)
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FISCAL NOTE

Revision Date/Time (Note if correction)_______
Title An Act relating to charter schools

STATE OF ALASKA
2000 LEGISLATIVE SESSION

BILL NO. CSH B 191 (FIN)

Dept. Affected Education & Early Development 
BRU Teaching and Learning Support
Component Quality School______________

Sponsor
Requester

Rep. Dyson
House Finance

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2147

Note: Amounts do not Include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2001 FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

102.3 105.0 107.0 109.0 111.0 113.0
5.0 5.0 5.0 5.0 5.0 5.0

50.0 50.0 50.0 50.0 50.0 50.0
4.0 4.0 4.0 4.0 4.0 4.0

TOTAL OPERATING 161.3 164.0 166.0 1S8.0 170,0 172.0

CAPITAL EXPENDITURES

n rCHANGE IN REVENUES ( _L
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 161.3 164.0 166.0 168.0 170.0 172.0
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 161.3 164.0 166.0 168.0 170.0 172.0

Estimate of any current year (FY2000) cost: 0.0

POSITIONS
Full-time 1
Part-time
Temporary

ANALYSIS: (Attach a separate page IInecessary)

Please refer to the attached sheet for a detailed description.

Prepared by: Barbara Thompson
Division Teaching and Learning Support

Approved by Richard S. Cross, Commissioner 
Agency Department of Educai.’u.i & Eari

Phone 465-8727
Date/Time 01/2

P R E P A R E R  TO  PR O V ID E  A L L  DISTRIBU TIO N  C O P IE S  T O  G O V E R N O R ’S  L EG ISLA TIV E O FFIC E
For further distribution information, call the Governor's Legislative Office
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Fiscal Note Description fo r  CSIiFl 191 
Alaska Department o f Education & Early Development

1/28/00

Section 1 of C S H B  191 removes the former requirements that the State Board of 

Education &  Early Development m a y  not approve more than 30 charter schools 

to operate in the state at one time and shall approve charter schools in a 

geographically balanced manner. A m e n d e d  language raises the cap on the 

n u m b e r  of charter schools to be allowed from 30 to 60. Language related to 

approval of charter schools geographically is eliminated.

Section 2 requires the inclusion of a statement showing itemized costs or 

administrative or other services provided by a district to its charter schools.

Section 3 states that the annual charter school budget shall be not less than the 

basic need for the charter school and must reflect the itemization and per student 

value.

Section 4 requires districts to itemize services provided to the charter schools and 

itemize services and programs whose costs are allocated districtwide. Charter 

schools m a y  elect not to receive services, except for administration, districtwide 

programs or sendees or other services required by law.

Section 5 extends allowable charter school contract time from 5 years to 10 years 

Personal Services - 102,205

O n e  n e w  full-time Education Specialist n, Range 21, is needed to administer the 

charter schools application process; provide technical assistance to school district 

and charter school staff w h o  are planning for or initiating a charter school; assure 

compliance with state charter school statutes and regulations, assure quality 

programs are developed and supported, develop and maintain a charter schools 

regulations process; and evaluate the effectiveness of Alaska's charter schools. 

($77,000)

Funds for one .15 F T E  Grants Administrator II will be needed to address fiscal 

issues and complete fiscal documents related to charter schools grant 

applications and billings. ($8,205)

Funds for one .5j FTE Administrative Clerk II will be needed to provide clerical 

support to the Education Specialist and for the application process. ($17,000)
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Although the grant administrator and administrative clerk are existing positions, 

current federal fund sources are not sufficient to fund the portions of the charter 

schools duties that would be assigned to them.

Travel - $5,000

Travel funding will need to be provided for a limited n umber or technical 

assistance and/or compliance reviews of charter schools. ($5,000)

Supplies - $4,000

Funding will be needed for the purchase of general office supplies and materials 

for meetings related to charter schools. ($4,000)

Total Request for Yearl- $161,205
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