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(B) fixing and collecting of fees, rents, tolls, rates, or other :

charges;

(C) assignment by the authority of its rights in any contract 

with respect to the Knik Arm bridge or in a mortgage or other security interest 

created with respect to the Knik Arm bridge to a trustee for the benefit of 

bondholders;

(D) terms and conditions under which the authority may issue 

additional bonds;

(E) vesting in a trustee of rights, powers, duties, money, or 

property in trust for the benefit of bondholders, including the right to enforce 

payment, performance, and all other rights of the authority or of the 

bondholders, under a lease, power of contract, contract of sale, mortgage, 

security agreement, or trust by injunction or other proceeding or by taking 

possession by agent or otherwise, and operating the Knik Arm bridge and 

collecting rents or other consideration and applying the same in accordance 

with the trust agreement;

(2) pledge, mortgage, or assign money, leases, agreements, property, 

or other rights or assets of the authority either presently in hand or to be received in 

the future, or both; and

(3) provide for any other matters that affect the security or protection

of the bonds.

(b) Notwithstanding any other provisions of this chapter, the trust agreement 

must contain an agreement by the authority that the authority will at all times maintain 

fees, rents, tolls, rates, or other charges sufficient to

(1) pay the costs of operation and maintenance of the Knik Arm bridge 

and its appurtenant facilities and the principal of and interest on bonds issued under 

the trust agreement as the bonds severally become due and payable;

(2) provide for debt service coverage as considered necessary by the 

authority for the marketing of its bonds; and

(3) provide for renewals, replacements, and improvements of the Knik 

Arm bridge, and to maintain reserves required by the terms of the trust agreement.
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I
(c) For the purpose of securing one or more issues of its bonds, the authority 

may establish one or more special funds, called "capital reserve funds," and shall pay 

into those capital reserve funds the proceeds of the sale of its bonds and any other 

money that is available to the authority for the purposes of those funds. The funds 

shall be established only if the authority determines that the establishment would 

enhance the marketability of the bonds. All money held in a capital reserve fund, 

except as provided in this section, shall be used as required solely for (1) the payment 

of the principal of and interest on bonds or of the sinkin" fund payments with respect 

to those bonds, (2) the purchase or redemption of bonds, or (3) the payment of a 

redemption premium required to be paid when those bonds are redeemed before 

maturity. However, money in a fund may not be withdrawn from the fund at any time 

in an amount that would reduce the amount of the fund to less than the capital reserve 

requirement set out in (d) of this section, except for the purpose of making, with 

respect to those bonds, payment, when due, of principal, in'erest, redemption 

premiums, and the sinking fund payments for the payment of wh. l other money of 

the authority is not available. Income or interest earned by or increment to a capital 

reserve fund due to the investment of the fund or any other amounts in the fund may 

be transferred by the authority to other funds or accounts of the authority to the extent 

that the transfer does not reduce the amount of the capital reserve fund below the 

capital reserve fund requirement.

(d) If the authority decides to issue bonds secured by a capital reserve fund, 

the bonds may not be issued if the amount in the capital reserve fund is less than the 

amount of the capital reserve fund requirement, if any, established by resolution of the 

authority, unless the authority, at the time of issuance of the obligations, deposits in 

the capital reserve fund from the proceeds of the obligations to be issued or from other 

sources an amount that, together with the amount then in the fund, will not be less than 

the capital reserve fund requirement.

(e) In computing the amount of a capital reserve fund for the purpose of this 

section, securities in which all or a portion of the fund is invested shall be valued by 

some reasonable method established by the authority by resolution. Valuation on a 

1- rticular date shall include the amount of any interest earned or accrued to that date.

23-GSl 149VD j
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(f) If the authority decides to issue bonds secured by a capital reserve 

bonds may not be issued until 30 days after the authority has mailed notification to the 

state bond committee and the Legislative Budget and Audit Committee by certified 

mail of its intention to establish a capital reserve fund to secure the bond issue. The 

notification must include the amount of the capital reserve fund to be established, the 

amount of bonds proposed to be issued, and the total cost for which the bonds are to 

be issued. The notification shall be accompanied by an estimate by the authority of 

the need to withdraw money from the capital reserve fund during the term of the bond 

issue, the amount that may be necessary to withdraw, and the time at which 

withdrawals are estimated to be needed. By January 30 of each year, the authority 

shall prepare, and provide to the state bond committee and the Legislative Budget and 

Audit Committee, a revised estimate, considering the same factors, and a statement of 

all withdrawals that have occurred from the date of issuance of the bonds to the end of 

the preceding calendar year.

(g) Nothing in this section creates a debt or liability of the state.

Sec. 44.90.231. Validity o f pledge. It is the intention of the legislature that a 

pledge made in respect of bonds shall be perfected and shall be valid and binding from 

the time the pledge is made, that the money or property so pledged and after that 

received by the authority shall immediately be subject to the lien of the pledge without 

physical delivery or further act, and that the lien of the pledge shall be valid and 

binding against all parties having claims of any kind in tort, contract, or otherwise 

against the authority irrespective of whether the parties have notice. Neither the 

resolution, trust agreement, nor any other instrument by which a pledge is created need 

be recorded or filed under the provisions of the Uniform Commercial Code in order to 

be perfected or to be valid, binding, or effective against the parties. This section does 

not affect title to or conveyances of real property, and does not limit the applicability 

of AS 40.17.080(b).

Sec. 44.90.241. Nonliability on bonds, (a) Neither the members of the board 

nor a person executing the bonds of the authority is liable personally on the bonds or is 

subject to personal liability or accountability by reason of the issuance of the bonds.

(b) The bonds issued by the authority do not constitute an indebtedness or

fund, the

-9- CSSB 213(FIN)
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other liability of the state or of a political subdivision of the state other than the i
iI

authority, but shall be payable solely from the income, receipts, or other money or 

property of the authority.

(c) The authority may not pledge the faith or credit of the state or of a political 

subdivision of the state other than the authority, and the issuance of a bond by the 

authority does not directly, indirectly, or contingently obligate the state or a political 

subdivision of the state to apply money from, levy, or pledge any form of taxation to 

the payment of the bond.

(d) Each obligation issued under this chapter other than a state guaranteed 

bond shall contain on its face a statement that the authority is not obligated to pay it 

nor the interest on it except from the revenue or assets of the authority and that neither 

the faith and credit nor the taxing power of the state or of any political subdivision of 

the state is pledged to the payment of the principal of or the interest on the obligation.

Sec. 44.90.251. Pledge of the state. The state pledges to and agrees with the 

holders of bonds issued under this chapter and with a federal agency that loans or 

contributes money in respect to the Knik Ann bridge that the state will not limit or 

alter the rights and powers vested in the authority under this chapter to fulfill the terms 

of a contract made by the authority with the holders or federal agency or in any way 

impair the rights and remedies of the holders until the bonds, together with the interest 

on them, with interest on unpaid installments of interest, and all costs and expenses in 

connection with an action or proceeding by or on behalf of the holders, are fully met 

and discharged. The authority may include this pledge and agreement of the state, 

insofar as it refers to holders of bonds of the authority, in a contract with the holders 

and, insofar as it relates to a federal agency, in a contract with the federal agency.

Sec. 44.90.261. Exem ption from taxation. The real and personal property of 

the authority and its assets, income, and receipts are declared to be the property of a 

political subdivision of the state and are exempt from all taxes and special assessments 

of the state or a political subdivision of the state. All bonds of the authority are 

declared to be issued by a political subdivision of the state and for an essential public 

and governmental purpose. The bonds, the interest on the bonds, the income from the 

bonds and the transfer of the bonds, and all assets, income, and receipts pledged to pay

23-GS1149\D
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or secure the payment of the bonds or interest on the bonds are, at all times, exempt 

from taxation by or under the authority of the state, except for inheritance and estate 

taxes and taxes on transfers by or in contemplation of death. Nothing in this section 

affects or limits an exemption from license fees, property taxes, or excise, income, or 

other taxes provided under any other law, nor does it create a tax exemption with 

respect to the interest of any business enterprise or other person, other than the 

authority, in any property, assets, income, receipts, project, or lease, regardless of 

whether financed under this chapter.

Sec. 44.90.271. Bonds legal investments for fiduciaries. The bonds of the 

authority are securities in which all public officers and bodies of the state and all 

municipalities and municipal subdivisions, all insurance companies and associations 

and other persons carrying on an insurance business, all banks, bankers, trust 

companies, savings banks, savings associations, including savings and loan 

associations and building and loan associations, investment companies and other 

persons carrying on banking business, all administrators, guardians, executors, 

trustees, and other fiduciaries, and other persons who are now or may afterward be 

authorized to invest in bonds or other obligations of the state may properly and legally 

invest money, including capital in their control or belonging to them. Notwithstanding 

any other provision of law, the bonds of the authority are also securities that may be 

deposited with and may be received by all public officers and bodies of the state and 

all municipalities and municipal subdivisions for any puipose for which the deposit of 

bonds or other obligations of the state is now or may afterward be authorized.

Sec. 44.90.281. Audit. The legislative auditor annually shall audit, or cause to 

have audited, the financial records of the authority. The legislative auditor may 

prescribe the form and content of the financial records of the authority and shall have 

access to these records at any reasonable time.

Sec. 44.90.291. State appropriations for Knik Arm bridge and 

appurtenant facilities not affected. This chapter does not prevent the state from 

making appropriations for or in aid of the acquisition, design, construction, or 

operation of the Knik Arm bridge and its appurtenant facilities.

Sec. 44.90.301. Insurance. The authority shall keep in force public liability
I

! ;
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insurance in an amount reasonably calculated to cover potential claims for bodily 

injury, death or disability, and property damage that may arise from or be related to its 

operation and activities, naming the state as an additional insured.

Sec. 44.90.311. Safeguarding of money. The authority shall maximize 

revenue from and deposit all money in depositories acceptable iO the commissioner of 

revenue and otherwise safeguard the money under instructions as the commissioner of 

revenue may from time to time issue.

Sec. 44 90.321. Fidelity bond. The authority shall obtain a fidelity bond in an 

amount determined by the board, for the members of the board and any official 

responsible for authority accounts and finances. A bond must be in effect for the 

tenure of the bonded person.

Article 3. General Provisions.

Sec. 44.90.911. Exem ption from  local regulation. Notwithstanding any 

contrary provision of law, the activities of the authority are exempt from land use 

planning, zoning, permitting, or other similar governmental powers of political 

subdivisions of the state.

Sec. 44.90.980. Definitions. In this chapter, unless the context requires 

otherwise,

(1) "authority" means the Knik Arm Bridge and Toll Authority;

(2) "board" means the board of directors of the authority;

(3) "department" means the Department of Transportation and Public

Facilities.

Sec. 44.90.990. Short title. This chapter may be cited as the Knik Arm 

Bridge and Toll Authority Act.

* Sec. 2. AS 36.30.015(0 is amended to read:

(0  The board of directors of the Alaska Housing Finance Corporation, 

notwithstanding AS 18.56.088. and the board of directors of the Knik Arm Bridge 

and Toll A uthority under AS 44.90.111. shall adept regulations under AS 44.62 

(Administrative Procedure Act) and the board of trustees of the Alaska State Pension 

Investment Board shall adopt regulations under AS 37.10.240 to govern the 

procurement of supplies, services, professional services, and construction for the

CSSB 213(FIN) -12-
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respective public corporation and board. The regulations must reflect competitive 

bidding principles and provide vendors reasonable and equitable opportunities to 

participate in the procurement process and must include procurement methods to meet 

emergency and extraordinary circumstances. Notwithstanding the other provisions of 

this subsection, the Alaska Housing Finance Corporation, the Knik A rm  Bridge and 

Toll A uthority, and the Alaska State Pension Investment Board shall comply with 

AS 36.30.170(b).

* Sec. 3. AS 39.25.110 is amended by adding a new paragraph to read:

(39) the executive director and employees of the Knik Arm Bridge and 

Toll Authority under AS 44.90.051 and 44.90.061.

* Sec. 4. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

APPOINTMENT OF THE INITIAL PUBLIC MEMBERS OF THE KNIK ARM 

BRIDGE AND TOLL AUTPIORITY. Notwithstanding AS 39.05.055 and AS 44.90.031(b),

added by sec. 1 of this Act, the governor shall appoint the initial public members of the board

of directors of the Knik Arm Bridge and Toll Authority to terms as follows:

(1) one public member to a term of five years;

(2) one public member to a term of three years; and

(3) one public member to a term of one year.

* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).
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J u n e a u

May 5, 2003

The Honorable Gene Therriault 
President of the Senate 
Alaska State Legislature 
State Capitol, Room 107 
Juneau , AK 99801-1182

Dear President Therriault:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am 
transm itting a bill establishing the Knik Arm Bridge and Toll Authority and relating to 
that authority.

This bill establishes an independent authority to build and operate a toll bridge 
over Knik Arm. The authority would be able to receive federal money and issue 
revenue bonds to finance the toll bridge and its appurtenant facilities. The authority 
would design, construct, and operate the bridge and its facilities.

The authority would be a public corporation that, although an instrumentality of 
the state within the Department of Transportation and Public Facilities, would have a 
separate independent legal existence from the state. The revenue of the authority 
would not become part of the general fund and the property of the authority would be 
exempt from taxation.

The bill establishes a three-person board to govern the authority. The 
commissioners of revenue and transportation and public facilities would serve on the 
board, along with a member of the public appointed by the governor for a five-year 
term.

Construction of a Knik Arm bridge is a cornerstone of my public transportation 
development plan. A Knik Arm bridge will unite Anchorage and the M atanuska- 
Susitna Borough to enable growth throughout southcentral Alaska.

I urge your prompt and favorable action on this measure.

Sincerely,

Prank H. Murkowski 
Governor

http://WWW.GOV.STATE.AK.US
mailto:GOVERNOR@GOV.STATE.AK.US
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FISCAL NOTE

STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title An Act...for a lease-purchase agreement for a 

seafood and food safety laboratory facility....

Dept. Affected:
'BRU

Fiscal Note Number:

Bill Version:
() Publish Date:

SB215

Administration
Leases

Sponsor Rules by Request of the Governor
Requester (S) State Affairs__________________

Component Leases

E xp e n d itu re s /R e v e n u e s

Component No. 

(Thousands o f Do llars)

81

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual (60.0) (120.0) (123.0) (123.0) (123.0)
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 (60.0) (120.0) (123.0) (123.0) (123.0)

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF (50.8) (101.7) (104.2) (104.2) (104.2)
1005 GF/Program Receipts
1037 GF/Mental Health
1007 I/A Reciepts (9.2) (18.3) (18.8) (18.8) (18.8)

TOTAL 0.0 (60.0) (120.0) (123.0) (123.0) (123.0)

Estimate o f any curren t year (FY2003) cost: 0.0
Check th is box (X) if fund ing fo r th is bill is inc luded in the Governor's FY 2004 budget proposa l:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page it  necessary)
The bill would authorize financing and construction of a new laboratory facility that would replace the current leased location in Palmer. The Division will 

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

Lease savings would begin mid way through (January) FY2005 when we anticipate occupying the new facility. Annual costs for the Palmer lease in FY2004 are 

budgeted in the Department of Administration's (DOA) Leases component as SP9 .1 of General Funds and in the Department of Environmental Conservation's 

(D EC ) operating budget and paid to DOA via a $17.9 R A S . Future years estimated lease savings have been adjusted to reflect the January 2005 occupancy 

date.

Costs for the design, construction, acquisition and construction contract compliance are not included in this fiscal note as those costs and associated work will 

be borne by other slate departments.

Vern Jones, Chief Procurement Officer
General Services

Prepared by:
Division _________________________

Approved by: Mike Miller, Commissioner
Agency Administration____________

Phone 465-5684
Date/Time 5/12/03 10:53 AM

Date 5/12/2003

(Revised S-2002 OMB) Page 1 of 2



FISCAL NOTE

ANALYSIS CONTINUATION
Current Palmer Laboratory Lease 
Lease #: 2359
Locaiion/Property: Palmer/Palmer Lab 
Sq Ft: 9,252
Term: Firm Term thru 1/31/03, W/ 3 One Year Renewal Options (extended expiration = 12/31/06)

FY2004:
Total Cost per Year (annual): $117.0
RAS (amount paid by DEC) Amount (annual): S17.9
DOA Budget Amount (annual): $99.1

FY2005:
Total Cost per Year (annual): S120.0
DOA Reduction (1/2 year): S50.8
RAS (amount paid by DEC) Amount (1/2 Year): $9.2

FY2006:
Total Cost per Year (annual): S120.0
DOA Reduction (annual): S101.7
RAS (amount paid by DEC) Amount (annual): $18.3

FY2007 /increased bv 5% replacement factor):
Total Cost per Year (annual): $123.0
DOA Reduction (annual): S104.2
RAS (amount paid by DEC) Amount (annual): S18.8

FY2008 & 2009:
Lease costs estimated to be the same as the FY2007 rate.

STATE OF ALASKA BILL NO. SB215a
2003 LEGISLATIVE SESSION

Page 2 of 2



FISCAL NOTE

STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note If correction):______
Title Seafood and Food Safety Lab

Fiscal Note Number:
Bill Version:
(S) Publish Date:

Dept. Affected: 
'BRU

SB 215
5/14/03

Revenue
Revenue Operations

Sponsor
Requester

Rules Committee
Component Treasury Division

Seniud State Affairs

E x p e n d itu re s /R e v e n u e s

Component No. 

(Thousands of Dollars)

121

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Debt Service

10.0
190.0

1,362.8 1,362.8 1.362.8 1,362.8 1,362.8
TOTAL OPERATING 200.0 1,362.8 1,362.8 1,362.8 1,362.8 1,362.8

CAPITAL EXPENDITURES I I I  I I

CHANGE IN REVENUES ( ) I I I I I I

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

1,362.8 1.362.8 1,362.8 1,362.8 1,362.8

200.0
TOTAL 200.0 1,362.8 1,362.8 1,362.8 1,362.8 1,362.8

Estimate of any current year (FY2003) cost:
Check th is box (X) if  funding fo r this bill Is include

POSITIONS

0.0
ernor's FY 2004 budget proposal: 'd In the Gov

Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqo i f  necessary)
SB215 authorizes the sale of $14,145 million in certificates of participation (COPs) for a lease-financing to 
finance construction of a new seafood and food safety lab for the Department of Environmental 
Conservation. The COPs would be issued by the State Bond Committee. Construction costs and 
issuance costs are expected to total $14,285 million, which is the amount of the COP sale proceeds plus 
$140,000 in estimated construction fund earnings. The $200.0 in Fiscal 2004 expenses are bond 
counsel and financial adviser expenses, and the costs of credit ratings and printing for the COP 
prospectus.

Financing assumptions are 15-year level debt service beginning in FY05 and a 5% interest rate/true 
interest cost. The actual interest rate Is very likely to be lo w e r .____________________________________

Prepared by: Tom Boutin, Deputy Commissioner 
Division Department of Revenue___________

Phone 465-3669
Date/Time 5/11/03 11:26 AM

Approved by: Landa Bally, Special Assistant to the Commissioner 
Agency Department of Revenue__________________________

Dato 5/11/2003

(R ffvusd QC0O2 OMB)

COMMITTEE COPY
Pago 1 of_1



FISCAL NOTE

STATE OF ALASKA
2003 LEGISLATIVE SESSION

Rev is ion Date/T im e (N o te if co rrection ):_________________________
T itle  Seafood/Food Sa fe ty  Lab Facility Construction

Fiscal Note Number:
Bill Version:
(S) Publish Date:

SB 2 15
5/14/03

Dept. A ffected: 
'BR U

Env ironm en ta l Conserva tion
Env ironm en ta l Hea lth

S ponso r
R eques te r

_ C om ponen t Labo ra to ry Serv ices
Rules
Sena te  S ta te A ffa irs  Comm ittee

Expenditures/Revenues

Com ponen t No. 

(Thousands of Dollars)

2065

Note: Am oun ts  do no t inc lude in fla tion un less o the rw ise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Persona l S erv ices 
T rave l 
C on trac tua l 
S upp lies 
E qu ipm en t 
Land &  S truc tu res 
G ran ts & C la im s 
M isce llaneous

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 98.6 19 7.2 19 7.2 19 7.2 197.2
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
0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 98.6 197.2 19 7 .2 19 7.2 197.2

CAPITAL EXPENDITURES 14,285.0

H IICHANGE IN REVENUES (

FUND SOURCE (Thousands o f Dolla rs)
1002 Federa l Rece ip ts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 98.6 197.2 197.2 197.2 197.2
1005 GF/Program Rece ip ts 0.0 0.0 0.0 0.0 0.0 0.0
1 16 3  Certifica tes o f Partic ipa tion 14,145.0 0.0 0.0 0.0 0.0 0.0
1 1 7 3  M isce lla neous Earn ings 140.0 0.0 0.0 0.0 0.0 0.0

TOTAL 14,285.0 98.6 197.2 197.2 197.2 197.2

Estimate of any current year (FY2003) cost: 0.0
Check th is box (X) if funding fo r th is bill is included in the G overnor's FY 2004 budget proposal: X

POSITIONS
Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Tem pora ry 0 0 0 0 0 0

ANALYSIS: (A tta c h  a s o p a ra te  p a q o  i f  n e c e s s a ry )

The bill would authorize financing and construction of a new Seafood and Food Safety Laboratory to be 
operated by the Department of Environmental Conservation (DEC).

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

P repa red by: 
D iv is ion
A pp roved by: 
A gency

K ris tin  Ryan, D irec to r
E nv ironm enta l Hea lth

Phone (907) 269-7645 
Date/Time 5/14/03 9 :15  AM

Kurt F redriksson, Depu ty Com m iss ione r Date 5/14/2003
Department of Environmental Conservation

<R«vt»«J &7002 OMB) Pago 1 of 2
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FISCAL NOTE

2003 LEGISLATIVE SESSION Bill V ers ion: SB 2 15
(S) P ub lish  Date : 5/14/03

Revis ion Date/T im e (N o te if correction):_____________________________ Dept. A ffected]____________ Revenue
T itle S ea food and Food S a fe ty Lab______________________ BRU R evenue O pera tions
_________________________________________________________________________ Com ponen t T rea su ry  D iv is ion
S ponso r Ru les C omm ittee____________________________________  _________________________
Requeste r Sena te  S ta te  A ffa irs_________________________________ C om ponen t No. 12 1

Expenditures/Revenues_______________________________ (Thousands of Dollars)_________

STATE OF ALASKA Fiscal Note Number: _3________

Note: Am oun ts do no t inc lude in fla tion un less o therw ise rio ted below .
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Persona l Serv ices 
Travel 
Con tractua l 
Supp lies 
Equ ipm ent 
Land & S truc tu res 
G rants & C la im s 
Debt Serv ice

10.0
190.0

1,362.8 1,362.8 1.362.8 1.362.8 1,362.8
TOTAL OPERATING 200.0 1,362.8 1,362.8 1,362.8 1,362.8 1,362.8

ICAPITAL EXPENDITURES 

ICHANGE IN REVENUES ( ) |

FUND SOURCE__________________________    (T housands o f Do lla rs)
1002 Federa l R ece ip ts
1003 GF Match
1004 GF
1005 GF/Program Rece ip ts 
1037 GF/Mental Hea lth 
COP proceeds

1,362.8 1,362.8 1.362.8 1,362.8 1,362.8

200.0
TOTAL 200.0 1,362.8 1,362.8 1,362.8 1,362.8 1,362.8

Estimate o f any current year (FY2003) cost: 0.0
Check this box (X) if funding fo r this b ill is Included In the G overnor's FY 2004 budget proposal: [ 

POSITIONS
Full-time
Part-time
Tem pora ry

ANALYSIS: (Attach a separate page if  necessary)
SB215 authorizes the sale of $14,145 million in certificates of participation (COPs) for a lease-financing to 
finance construction of a new seafood and food safety lab for the Department of Environmental 
Conservation. The COPs would be issued by the State Bond Committee. Construction costs and 
issuance costs are expected to total $14,285 million, wh!ch is the amount of the COP sale proceeds plus 
$140,000 in estimated construction fund earnings. The $200.0 in Fiscal 2004 expenses are bond 
counsel and financial adviser expenses, and the costs of credit ratings and printing for the COP 
prospectus.

Financing assumptions are 10-y9ar level debt service beginning in FY05 and a 5% interest rale/true 
interest cost. The actual interest rate is very likely to be lower._________________________________

P repa red by: 
D iv is ion
Approved by: 
Agency

Tom  Boutin . D epu ty C om m iss ione r Phone 465-3669
D epa rtm en t o f Revenue Date/Time 5/11/03 1 1 :2 6  AM
Landa Baily, S pec ia l A ss is tan t to the C om m iss ione r 
D epa rtm en t o f Revenue________________________ "

Date 5/11/2003

rv;no2 omb) Page 1 of _1_



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

GOVERNOR0GOV.5TATE.AK.US

P.O. Box 1 1000 1 
JU N E A U . ALASKA 99Q 1 1 -0001  

(9 0 7 )  4 6 5 -3 5 0 0  
FAX (9 0 7 )  4 6 5 -3 5 3 2  

WW W.GOV.STATE.AK.USS t a t e  o f  A l a s k a
O F F IC E  O F  T H E  G O V E R N O R  

J u n e a u

May 8, 2003

The Honorable Gene Therriault 
President of the Senate 
Alaska State Legislature 
State Capitol, Room 107 
Juneau , AK 99801-1182

Dear President Therriault:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am 
transm itting a bill relating to issuing certificates of participation to fund a new seafood 
and food safety laboratory.

The sta te’s food safety laboratory plays a  vital role in protecting the health of 
Alaskans. The seafood and food safety laboratory tests crabs, geoducks, and other 
shellfish for toxins, a service not offered in the private sector. Local dairy products 
m ust be tested by a state laboratory before they can be sold to schools and the 
military. Federal law also requires a state laboratory to certify private laboratories to 
perform drinking water compliance testing for public water systems. Additionally, the 
new laboratory will have an area designated as bio safety level III for testing of anthrax 
or other bio-terrorism agents. The new laboratory would not duplicate existing 
laboratories in the state.

The current lease will soon expire, requiring the facility to be relocated. Building 
a state-owneu facility is cheaper than leasing a privately-owned facility, and the state 
owns a  parcel of land ready for development. The Alaska State Legislature has 
recognized the need for replacement through previous planning and design 
appropriations. The bill I transm it today is the next and final step in providing 
Alaskans with a worthwhile facility by setting up  a bonding structure for its 
construction. The proposed method is the issuance of certificates of participation for a 
lease-purchase agreement.

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

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


Using Certificates o f Participation, the Department will build a new Seafood and 
Food Safety Laboratory in Anchorage that is prepared to respond to unanticipated 
outbreaks of disease or presence of a contaminant in food, water or animals; and

Protects Alaskans by

• Preventing disease through sanitation and sanitary practices.
• Providing essential risk screening services.
• Monitoring animals for zoonotic diseases-transferred from animals to 

humans— such as Brucellosis.
•  Testing food products for Salmonella, Listeria and fecal coliforms to ascertain 

they are safe to eat.
• Testing public drinking water for Giardia and Cryptosporidum.

Supports industry by
• Working with industry to pre-certify areas for safe harvesting of geoducks so 

that a more valuable product can be sold live.
• Testing geoducks, oysters and mussels for PSP contamination prior to sale.
• Analyzing seafood samples for contaminants such as mercury and pesticides 

through its seafood-monitoring program.
• Testing dairy products so they can be sold to the military and schools.

Supports Alaska’s private laboratories by
• Conducting on-site evaluations of, and certifying drinking water laboratories 

and waler system operators for bacteriological monitoring as required by Safe 
Drinking Water Act.

•  Training 190 private lab staff a year in EPA approved procedures for testing 
drinking water.

• Making available its expertise, knowledge, and resources.

Based on lab functions, proximity to a major airport, sample movement, cost o f 
utilities, and access to Alaska’s Public Health Laboratory, Anchorage was chosen 
as the best site for the new facility.

For further information contact:
Kristen Ryan, Director Melanie Lesh, Legislative Liaison
Division of Environmental Health Commissioner’s Office/DEC
Cell: 632-2557 
Phone: 269-7644

Phone: 465-5290 
Cell: 321-5489

Allshare/Legislat/Housc 03/HB 312 Lab Fact Sheet May 12, 2003
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SENATE f i n a n c e  c o m m it t e e  r e f u r t MAY 1 5 2003

DATE: 5/14/03 FURTHER: i SEMA'lV riiMWiCfc
|  f-f ji~ ■'.]____ _

DATE TURNED ~ ^
IN TO OFFICE: V D  I 1 )

Finance Committee considered SENATE BILL NO. 215

SB 215 SEAFOOD AND FOOD SAFETY LABORATORY

"An Act giving notice of and approving the entry into and the issuance of certificates of participation for a 
lease-purchase agreement for a seafood and food safety laboratory facility; relating to the use of certain 
investment income for certain constructin'-' costs; and providing for an effective date."

and recommends: Senate Bill:
[V 'f'same title

[ ] be replaced w ith ________  CS   (__________ ) [ ] new title
t -s -?  O l a  ___ House Bill:

[v^^adopt previous_______  CS \ D u  y _________  ( o T t t  ) [ ] same title
[ ] technical title

[ ] attached am.endment(s) [ ] new: SCR #__

[ ] adopt Letter of Intent by _____________________________ Committee

[ ] further referral to ______________________________ Committee

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Zero FN# Department Date Fiscal Zero FN#

f iiz iJ  Q / io i . 7.o o .o # 5

D E X - ? i4 l

[ ] APPROPRIATION - no fiscal note



FISCAL NOTE

STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revis ion Date/T im e (N o te  if co rrec tion ):__________________________
T itle Sea food)Food S a fe ty  Lab Fac ility  C onstruc tion

Fiscal Note Number:

Bill Version:
(S) Publish Date:

H.V.'OMi iiG O 

WAY I 5 20
EHW.: •

SB 2 15
5/14/03

Dept. A ffected: 
'B R U

Env ironm en ta l Conse rva tion
Env ironm en ta l Hea lth

S ponso r
Requeste r

Rules
C om ponen t Labo ra to ry S e rv ices

Sena te S ta te A ffa irs  C om m ittee

Expenditures/Revenues

Com ponen t No. 

(Thousands of Dollars)

2065

Note: Am oun ts do no t in c lude in fla tion  un less o the rw ise  no ted below.
OPERAT ING  EXPEND ITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Persona l S erv ices 
T rave l 
Con trac tua l 
Supp lies 
Equ ipm ent 
Land & S truc tu res 
G ran ts & C la im s 
M isce llaneous

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 98.6 197.2 19 7.2 197.2 197.2
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
0.0 0.0 0.0 0.0 0.0 0.0

TO TAL OPERAT ING 0.0 98.6 19 7 .2 19 7 .2 19 7 .2 19 7 .2
| 14,285.0C AP ITA L  EXPEND ITURES n rCHANGE  IN REVENUES (

FUND SOURCE__________________________    (T housands o f Do lla rs)
1002 Federa l Rece ip ts
1003 GF Match
1004 GF
1005 GF/Program Rece ip ts 
1 16 3  C ertifica tes o f Partic ipa tion  
1 1 7 3  M isce llaneous Earn ings

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 98.6 197.2 197.2 19 7.2 197.2
0.0 0.0 0.0 0.0 0.0 0.0

14 ,145.0 0.0 0.0 0.0 0.0 0.0
140.0 0.0 0.0 0.0 0.0 0.0

TO TAL 14,285.0 98.6 19 7 .2 19 7 .2 19 7 .2 19 7.2

E s tim a te  o f a n y  c u r re n t y e a r (FY20u3) co s t: 0.0
C he ck  th is  b o x  (X) i f  fu n d in g  f o r  th is  b il l is  in c lu d e d  in  th e  G o v e rn o r 's  FY 2004 b u d g e t p ro p o s a l:  
POSIT IONS

X

Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Tem pora ry 0 0 0 0 0 0
ANALYS IS : (Attach a separate paqe if necessary)
The bill would authorize financing and construction of a new Seafood ana Food Safety Laboratory to be 
operated by the Department of Environmental Conservation (DEC).

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

P repa red by: K ris tin Ryan. D irec to r______________________________________________  Phone (907) 269-7645
D iv is ion Environm enta l Hea lth Date/Time 5/14/03 9 :15  AM
Approved by: Kurt F redriksson, D epu ty C om m iss ione r_________________________  Date 5/14/2003__________
A gency Depa rtm en t o f E nv ironm en ta l C onse rva tion______________________

(Revised 9/2002omb) Page 1 of 2
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ANALYSIS CONTINUATION

FISCAL NOTE #2

STATE OF ALASKA BILL NO. SB 215
2003 LEGISLATIVE SESSION

Line Item Description_________________________ FY 2004 FY 2005 FY2006 FY 2007 FY 2008

Contractual Line 300 

* (Operating Expenses)

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

$52,965 $105,930 $105,930 $105,930

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

$54,800 $109,600 $109,600 $109,600

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

($9,177) ($18,353) ($18,353) ($18,353)

Total Contractual: so $98,588 $197,177 $197,177 $197,177

Page 2 of 2
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FISCAL NOTE m  I 5 2003 
' c - ' t r  - • - ;

STATE OF ALASKA F isca l Note Number: 3
2003 LEGISLATIVE SESSION Bill Vers ion: SB  2 15

(S ) Pub lish Date: 5/14/03

Revis ion Date/Time (N o te if correction): Dept. A ffected: Revenue
T itle  S ea food  and Food Sa fe ty Lab BRU Revenue O pe ra tions

C om ponen t T reasu ry  D iv is ion
S ponso r Ru les Comm ittee
Reques te r S ena te  S ta te A ffa irs C om ponen t No. 12 1

E x p e n d itu r e s / R e v e n u e s (T h o u s a n d s  o f D o lla rs )
Note: Am oun ts do no t in c lude in fla tion un less o therw ise noted below.
O PERAT ING  EXPEND ITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Persona l Serv ices
Trave l 10.0
Con trac tua l 190.0
Supp lies
Equ ipm en t
Land & S truc tu res
G ran ts & C la im s
Debt S erv ice 1,362.8 1,362.8 1,362.8 1,362.8 1,362.8

TO TA L  OPERAT ING 200.0 1,362.8 1,362.8 1,362.8 1,362.8 1,362.8

C AP ITA L  EXPEND ITURES
CHANGE  IN REVENUES ( ) I
FUND SOURCE (Thousands o f Do lla rs)
1002 Fede ra l Rece ip ts
1003 GF Match
1004 GF 1,362.8 1,362.8 1,362.8 1,362.8 1,362.8
1005 GF/Program Rece ip ts
10 37 GF/Mental Hea lth
COP proceeds 200.0

TO TA L 200.0 1,362.8 1,362.8 1,362.8 1,362.8 1,362.8

E s tim a te  o f  a n y  c u r re n t y e a r (FY2003) co s t: 0.0
C he ck  th is  b o x  (X) I f fu n d in g  fo r  th is  b il l is  in c lu d e d  in  th e  G o v e rn o r ’s FY 2004 b u d g e t p ro p o s a l: I
POS IT IONS
Full-time
Part-time
Tem po ra ry . _______________
ANALYS IS : (Attach a soparate paqo if necessary)
SB215 authorizes the sale of $14,145 million in certificates of participation (COPs) for a lease-financing to 
finance construction of a new seafood and food safety lab for the Department of Environmental 
Conservation. The COPs would . i issued by the State Bond Committee. Construction costs and 
issuance costs are expected to total $14,285 million, which is the amount of the COi sale proceeds plus 
$140,000 in estimated construction fund earnings. The $200.0 in Fiscal 2004 expenses are bond 
counsel and financial adviser expenses, and the costs of credit ratings and printing for the COP 
prospectus.

Financing assumptions are 15-year level debt service beginning in FY05 and a 5% interest rate/true 
interest cost. The actual interest rate is very likely to be lower.

Prepa red by: 
D iv is ion
App roved by: 
A gency

(Rovtiod S/2002 OMB)

Tom  Boutin. Depu ty C omm iss ione r Phono 465-3669
D epartm en t o f Revenue Date/Time 5/11/03 1 1 :2 6  AM
Landa Baily, Specia l A ss is tan t to the Com m iss ione r 
D epa rtm en t o f Revenue

Date 5/11/2003

COMMITTEE COPY
Page 1 of_1___



D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  
C o m m is s io n e r  B a l l a r d  SB 215 T e s t i m o n y  

S e n a t e  F i n a n c e

Thank you for the opportunity to testify today. SB 215 provides the funding 
m echanism  for a new Seafood and Food Safety Laboratory. This expense has been 
included in the capital budget.

As Com m issioner o f the departm ent responsible for protecting the environm ent 
and human health, I can testify to the im portance o f this lab. In our seafood and 
food safety lab we analyze raw, finished and value-added food products for 
bacteria, chem icals, and toxic contam inants. We m aintain capabilities and FDA 
certifications that private labs cannot. W e operate on schedules that are not 
available from  private labs and can assum e the greater liability needed to perform  
analysis for paralytic shellfish poisoning. W e cooperate with em erging industry, 
such as the growing dive fisheries to be sure tim e-critical water and raw product 
analysis is available and m arket com m itm ents are met. W e are qualified to train 
and certify private labs so that they can operate in established and high-dem and 
testing markets.

DEC has leased a facility in Palmer for 34 years. This facility will not be available 
after 2006. It is overcrowded and not fully com pliant with safety codes and 
laboratory design standards. It was originally placed in Palm er when the principal 
lab business was agriculture and dairy. The em erging value added seafood 
industries in coastal A laska have added significant and tim e-sensitive testing 
dem ands for our service. Our proposed lew lab will be in Anchorage where 
valuable hours can be saved between sample collection and testing for raw and live 
seafood products.

O ur laboratory functions are essential to protect the health of all A laskans. The 
Governor, past legislatures, and the Com m issioners o f Revenue, DO T and DEC 
have reviewed the design specifications, equipm ent requirem ents and expense of 
this lab. We considered alternative locations and financing m echanism s for a 
modern facility sized and equipped for long term  service to the state. Specifically, 
we carefully considered the possibility of locating in rem odeled space at the AS1 
facility in Anchorage. Our requirem ents would occupy approxim ately 5% o f  that 
space.

T he process o f acquiring a new seafood and food safety lab began seven years ago 
with a feasibility study. We received an appropriation o f $150,000, to obtain an 
independent evaluation o f both build and lease options. This analysis show ed that 
the most econom ical choice is a state owned laboratory financed with

Ci:\COMM\Lc|;lilj|llve lssuos\2003\Seniiic Finance 213 - ilnifl <loc



D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  
C o m m is s io n e r  B a l l a r d  SB 215 T e s t im o n y  

S e n a t e  F i n a n c e

lease/purchase bonds known as Certificates o f Participation. The legislature 
agreed and in 2001 appropriated $1,300,000 to design this facility. This is a 
conservative and cost conscious proposal. The building design, specifications, 
space allocations, and the financing plan are all conservative. The building 
contains only laboratory and lab support space: m eeting and classroom  facilities 
will be available in the adjacent public health lab. The building m aterials were 
selected for low and sim ple m aintenance. The design and m aterials are sim ilar to 
the public health lab that was built several years ago on schedule and within 
budget.

We are review ing the fees the laboratory charges for services and are com paring 
them  to other states' fees. It is clear we can, and should charge more. W e will 
be f  drafting the necessary regulations this summer.

Representatives from  DO T and Revenue are here today and can jo in  me in 
answering your questions.

G :\COM M \l £[;isl.i[i>c lssuci\2(X)3\5>enaie Finance 21J  • ilia fl.doc
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VC/

DEPT. OF ENVIRONMENTAL CONSERVATION 
OFFICE OF THE COMMISSIONER

F R A N K  H . M U R K O W S K I ,  G O V E R N O R  
41 0  W illoughby  A ve., S te  5C5 
Juneau , AK 9 9 S 0 1 -F 9 5  
P H O N E : (907 ) 46 5 -5 0 6 5  
FA X : (907) 4 6 5 -5 0 7 0
h ttp ://w w w .sta te .ak .u s/d ea /

May 12, 2003

The Honorable Gary Wilken 
Co-Chair, Senate Finance Committee 
Alaska House of Representatives 
State Capitol, Room 51S 
Juneau, AK 99801

The Honorable Lyda Green 
Co-Chair, Senate Finance Committee 
Alaska House of Representatives 
State Capitol, Room 516 
Juneau, AK 99S01

Dear Senators Green and Wilken:

The Department of Environmental Conservation requests a hearing on SB 215 an “Act giving notice of 
and approving the entry into and the issuance of certificates of participation for a lease-purchase 
agreement for a seafood and food safety laboratory facility.” The State Seafood and Food Safety 
Laboratory plays a vital role in protecting the health of Alaskans and supporting the growth and 
development of a vibrant seafood industry.

The state’s bivalve and growing geoduck industry cannot exist without the ability to guarantee the safety 
of these products. The lab is the only facility certified to test for paralytic shellfish poisoning a deadly 
toxin. The state must be prepared with laboratory services capable of providing essential tests that will 
allow these industries to prepare to respond to an unanticipated outbreak of disease or the presence of 
contamination in food, water and animals.

The Department has planned for construction of a Seafood and Food Safety Laboratory for over six 
years. The funding mechanism is certificates of participation. I look forward to coming before the 
Senate Finance Committee to further explain the importance of this laboratory to Alaska.

Kristin Ryan, Director of the Division of Environmental Health, and Mike Maher, the Director of 
Administrative Services can provide you with any additional information you might require regarding 
this bill. You can contact Ms. Ryan at 269-7645, Mike Maher at 465-5256, or Melanie Lesh, the 
department's legislative liaison, at 465-5290. Thank you for your consideration.

Sincerely,

Emesta Ballard 
Commissioner

cc: Mike Tibbies, Legislative Director, Office of the Governor
Kristin Ryan, Environmental Health, DEC

Pnnled on r•cycled paov
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MEMORANDUM STATE OF ALASKA
Department of Revenue

TO: Mike Maher
Adm in istra tive Services D irec to r 
Departm ent of Environm enta l Conserva tion

DATE: March 23, 2003

FROM: Deven M itchell
Debt Manager

TELEPHONE: 465 -3750

SUBJECT : Food and Safe ty Labora to ry F inancing

The Departm ent of Revenue has been asked to exp la in what impacts the re m ight be from 
issu ing Certifica tes of Partic ipation to fund construc tion of a new Food and Safe ty 
Labora to ry in the A laska Seafood In ternationa l (ASI) build ing. Th is is not a new matter for 
the Department as the Departm ent of Environm enta l Conserva tion has been attempting to 
rep lace the lab over the past severa l years using d iffe ren t financ ing options. The type of 
financing that has been proposed in each of the last three leg is la tive sessions is called 
Certifica tes of Partic ipation . How this type of financ ing works is a lease is created and 
investors are asked to partic ipa te (Certifica tes of Partic ipa tion (COPs)) in the lease. This 
means that the state can o ffe r an inves tm en t tha t pays in te rest sem i-annua lly until it 
matures at some point during the lease life, and use the inves to rs ’ m oney to build the 
proposed facility. T fn  lease payments are sub jec t to annual- appropria tion by the 
leg isla ture and as a result the COPs have ach ieved cred it ratings one level be low the 
s ta te 's general obliga tion ratings.

The lease in the COP structu re is created by giv ing a trustee bank (tha t is obliga ted to act 
on behalf of COP purchasers) a title position on the fac ility being financed and the state 
entering a lease for the fac ility (in the amoun t of the annua l in terest and principa l payments 
to investors). A failure to pay would resu lt in the trus tee bank cla im ing the fac ility on behalf 
of COP holders and e ither obta in ing an a lte rna te use o r liqu ida ting the fac ility to pay COP 
holders.

Folks have proposed using roughly 5 percen t of the AS I fac ility to house the proposed 
Food and Safe ty Laboratory. If the cost o f bu ild ing the lab are funded w ith COPs it will 
require the A laska Industria l Deve lopm ent and Export Au tho rity (A IDEA) give a title interest 
to a trustee on the ASI build ing and the ground upon which it res ides. From a credit 
perspective this is a sign ificant credit enhancem en t as a fa ilure to appropria te on the lab 
not only causes a loss of use of the proposed labo ra to ry fo r the state , but also a loss of 
use of the entire ASI build ing. From A IDEA 's perspec tive this financ ing would impact the 
ability to sell the ASI build ing (due to the title in te rest), and possib ly a lso impact the rental 
va lue of the remain ing 95% of the build ing due to the inab ility o f A IDEA to provide a 
guaran tee on space ava ilab ility (in the event of a paym ent defau lt by the state).



Using Certificates of Participation, the Department will build a new Seafood 
and Food Safety Laboratory in Anchorage that is prepared to respond to 
unanticipated outbreaks of disease or presence_of a contaminant in food, 
water or animals; and

Protects Alaskans by

• Preventing disease through sanitation and sanitary practices.
• Providing essential risk screening services.
• Monitoring animals for zoonotic diseases—transferred from animals to 

humans—such as Brucellosis.
• Testing food products for Salmonella, Listeria and fecal coliforms to 

ascertain they are safe to eat.
• Testing public drinking water for Giardia and Cryptosporidum.

Supports industry by
• Working with industry to pre-certify areas for safe harvesting of 

geoducks so that a more valuable product can be sold live.
• Testing geoducks, oysters and mussels for PSP contamination prior to 

sale.
• Analyzing seafood samples for contaminants such as mercury and 

pesticides through its seafood-monitoring program.
• Testing dairy products so they can be sold to the military and schools.

Supports Alaska’s private laboratories by
• Conducting on-site evaluations of, and certifying drinking water 

laboratories and water system operators for bacteriological monitoring as 
required by Safe Drinking Water Act.

• Training 190 private lab staff a year in EPA approved procedures for 
testing drinking water.

• Making available its expertise, knowledge, and resources.

Based on lab functions, proximity to a major airport, sample movement, cost 
of utilities, and access to Alaska’s Public Health Laboratory, Anchorage was 
chosen as the best site for the new facility.

DEC Seafood and Food Safety Laboratory

f O \ j \ d e . d  b u  4 " k e .  T ^ o a r  4’rr> c r \4 ' ^ V V © r \  m e .n b c j  [
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Sam ples processed at the Seafood and Food Safety
Laboratory
Department of Environmental Conservation, Division of Environmental Health

Samples received:
FY00 FY01 FY02

Samples received 9,148 7,282 6,256
Tests ran on 
those samples

21,337 25,346 26,926

The amount of samples received varies grea tly each year. W e are expecting a big jum p 
in 2003. The number of tests ran has not increased ove r the past years but ou r track ing 
has. In FY00, we did not track every test ran such as quality con tro l tests when we 
make sure the result gotten is correct. In FY01 and FY02, we im p lem ented a tracking 
system so that we cou ld capture every ana lysis done.

Samples broken down by ca tegory
FY00 FY01 FY02 A rea s

Animal Health & 
Dairy

5993 4067 3519 South Central

D rink ing Water 541 569 545 State wide
Food 0 26 54 Anchorage
Seafood 2351 2393 1908 South Central (30%) 

Southeast (70%)
M iscellaneous 89 114 39 State wide
Tra in ing sess ions 174 113 191 At laboratory

V ibration  sensitive  equipm ent:

Microscopes: When looking at a liquid at a magnification of 100+. significant vibration such as a 
machine shop would make it impossible to identify the organism.

Torsion Balance: Used to weigh chemicals as light as 1 millionth of a gram. Since the scale is 
on a fulcrum, it is extremely sensitive to movement. When in use, no one is allowed to enter the 
room because of vibration.

Concern also exists with the Liquid Chromatograph and Atomic Absorption processes. Both 
send a beam of light through a minute amount of substance and measure the refraction.

Kristin Ryan, Director, 269-7644



T h e  Seafood and  F o o d  Safety L ab  fu n d in g  m ech an ism  is C ertifica tes o f 
P a rtic ip au o n  (C O P ) L e a se /P u rc h a se  B onds

The departm ent plans to construct a laboratory facility’ to replace the badly outm oded 
facility using Certificates o f Participation as the funding mechanism.

C ertificates o f  P a rtic ip a tio n :

■ D o not require general fund appropriation.
■ Is a funding mechanism that gives a trustee bank a title interest in the entire

structure, similar in concept to a hom e mottgage
■ Allow a lease/purchase contract.
■ Take advantage o f  currently low bond interest rates.
■ D o no t require a vote as would G O  bonds.
■ Allow the state to conserve its G O  debt capacity for future situations where

other revenues are no t available.

Using C O P’s means the project can be started and finished faster.

Authority to expend the C O P’s is in the D epartm ent’s approved Capitol budget



Seafood and Food S afe ty  Labora tory
Division of Environmental Health, Department of Environmental Conservation

The lab will close w ithout an appropria tion  to build a new one. Here's how we got to this point:

1997
• Department of Administration determines it can no longer allow long-term leases at the facility because 

statutory rent reduction requirements.

1998
• Department of Transportation and Public Facilities hires Livingston Slone to produce feasibility study that 

considers leasing versus owning, best location, and consolidation of the two labs the Department of 
Environmental Conservation operates.

• Legislature appropriated S145.7 to evaluate replacement options.

1999
■ Private contractor assessment concludes Seafood and Food Safety Lab cannot be co-located with Public Health

Lab primarily because construction of the Public Health Lab is already under way and its lab activities are very 
different, requiring detached, separate labs.

2000
• Department of Environmental Conservation explores the possibility o f housing its lab at Alaska Seafood 

international. However, according to Alaska Seafood International, its microbiological laboratory cannot fully 
meet the department’s requirements. Alaska Seafood International lab space is 540 square feet and was never 
intended to be a broad-spectrum test facility. (The new Seafood and Food Safety lab is designed to be 19,312 
square feet.)

• Department of Environmental Conservation selects site near Boniface and Tudor with Dept, of Transportation 
& Public Facilities oversight based on lab functions (proximity to major airport), cost of utilities, and access to 
Public Health lab. The Anchorage Planning and Zoning Commission approves the site selection report.

• Livingston Slone, hired by Dept, of Transportation & Public Facilities, determines that any existing market
rental space would require a major renovation; and that building a new facility on state owned land is more cost
effective than renovating an existing space or contracting for the construction of a leased facility.

• Legislature appropriates S240.0 updating Livingston Slone's 1998 Feasibility Study to reflect the facility’s 
being located on state land.

2001
• Dept, of Natural Resources initiates land exchange with Municipality of Anchorage to acquire parcel.
• Dept, of Transportation & Public Facilities develops a construction timeline and budget.
• Dept, of Transportation & Public Facilities selects Livingston Slone for the design and engineering work with 

an expected completion date of June 2003.
• Legislature appropriates S I,300.0 to design the facility.

2002
• The design contractor, Livingston Slone, updates the construction cost estimate after completing the schematic 

design: $14,085,2.0.
• Dept, of Administration easing approves extending the lease until December 2006 under the provision DEC 

actively pursue another option.
• A bond bill (HB51), designating lab construction funds, is introduced in the first session, but dies before final 

adjournment.

February 6, 2003



• Anchorage Assembly approves the land exchange and Dept, of Natural Resources completes an Interagency 
Land Management Agreement giving DEC the authority to manage the selected site adjacent to the Public 
Health Lab.

W hat the  Seafood and Food Safety Lab does

• Conducts product and water sampling required by the National Shellfish Sanitation Program so that bivalve 
shellfish can be commercially marketed.

• Routinely tests commercial bivalve shellfish for marine toxins responsible for paralytic shellfish poisoning and 
domoic acid poisoning.

• Is analyzing over 600 samples of salmon (all five species), halibut, pacific cod, sablefish, black rockfish. 
lingcod and pollock for heavy metals (methyl mercury, lead, and cadmium).

« Conducts on-site evaluations of. and certifies drinking water laboratories and water system operators for
bacteriological monitoring as required by Safe Drinking W ater Act.

• Works with commercial industries to develop safe, ready-to-eat food products to make sure the water activity, 
water phase salt, and salt moisture of their products are within acceptable levels.

•  Evaluates raw and finished dairy products for bacterial contamination, antibiotics, butter fat content, and 
effectiveness of pasteurization.

• Performs animal testing tc maintain USDA brucellosis- and TB-free certification, which is required for 
interstate and international shipment of cattle.

•  Tests for equine infectious anemia in horses intended for interstate shipment or that will be entered in state fairs 
or other special events.

• No other lab in Alaska tes ts fo r PSP (pa ra ly tic she llfish poison ing).

• A lab does not cu rren tly ex is t w ith in the State o f Alaska w ith the au tho rity to tes t food or 
water tha t’s been poten tia lly po isoned w ith h igh ly dangerous con tam inan ts .

• To be sold in inte rnationa l markets, A laska 's food p roducts must be tes ted fo r compliance 
w ith federal food standards.

• The she llfish indus try depends on the Food Safety Lab to qu ick ly tes t fo r marine tox in s so 
they can sell the ir products in in te rs ta te commerce.

• The Food lab is the only lab in the state tha t is perm itted by the Food and Drug Adm in is tra tion 
to evaluate dairy products .

For more information, please contact Kristin Ryan at 907-269-7644

February 6, 2003
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M i s s i o n  S t a t e m e n t :  T o  d e v e l o p ,  e x p a n d ,  a n d  e n h a n c e  
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Julie Decker, Executive Director
Box 2138, Wrangell, AK 99929
Ph: 907-874-3110; Fax: 907-874-4270._
infoiQ)sardfa.org
www.sardfa.org

Governor Frank Murkowski
P.O. Box 110001
Juneau, Alaska 99801
Ph: 907-465-3500; FAX: 907-465-3489
Email: Governor@qov.state.ak.us

May 9, 2003

RE: Support fo r New Seafood &. Food Safety Lab

Dear Governor Murkowski,

On behalf o f the Southeast Alaska Regional Dive Fisheries Association, SARDFA, I would 
like to express support o f your bills, SB 215 and HB 312, regarding the construction o f a 
new Seafood 8i Food Safety Lab in Anchorage.

For two years, SARDFA has been supportive of building a new lab in Anchorage for two 
reasons. First, the lab is a necessary infrastructure component in order to conduct the 
commercial geoduck fishery (as well as for other shellfish fisheries and all aquatic 
farming activities). The lab runs tests fo r water quality and paralytic shellfish poison 
(PSP), along with many other tests for the seafood industry.

Second, the new location in Anchorage will be an overall better site for the statewide 
users of the facility. Relocating the lab in Anchorage may, unfortunately, be a hit to 
Palmer residents, however, it will be better for the statewide users o f the lab who will no 
longer need to have samples make the extra journey from Anchorage to Palmer. This 
can be a critical factor in getting samples to the lab in time. For example, the water 
samples, which are taken in remote areas of Southeast Alaska, must make it to the lab 
within 30 hours in order to perform testing. I f the samples are even one hour late, they 
must be taken again by sending planes out to the remote areas again, which is very 
costly.

The cost of building a new lab is significant, however, this facility will be able to serve 
the seafood industry, and its projected growth, for decades into the future.

http://www.sardfa.org
mailto:Governor@qov.state.ak.us


Thank you fo r your time and consideration.

Sincerely,

Julie Decker, Executive Director

Cc: Commissioner Ballard, DEC
Senator Lyda Green, Co-Chair, Senate Rnance
Senator Gary Wilken, Co-Chair, Senate Rnance
Senator Gary Stevens, Chair, Senate State Affairs
Representative Bill Williams, Co-chair, House Rnance
Representative John Harris, Co-Chair, House Rnance
Representative Bruce Weyrauch, Chair, House State Affairs
Bobbie Thorstenson, President, UFA
Tom Gemmel, Executive Director, UFA
Steve LaCroix, President, SARDFA
Kristin Ryan, DEC

Members of:
Southeast Conference,

United Fishermen o f AJaska, & 
Alaska Fisheries Development Foundation



H icks , M o lly

From:
Sent:
To:
Subject:

Ballard, Ernesta
Friday, May 09, 2003 11:05 AM
Fredriksson, Kurt; Ryan. Kristin J.; Lesh, Melanie; Siroky, Mary; Hicks, Molly 
FW: New Seafood and Food Safety Lab Bill.

fyi

 Original Message-----
From: John Scoblic [mailto:Jscoblic@norquest.com]
Sent: Friday, May 09,2003 9:01 AM
To: Govemor@gov.state.ak.us
Cc: Ernesta_Ballard@dec.state.ak.us
Subject: New Seafood and Food Safety Lab Bill.

Dear Governor Murkowski,

Yesterday late in the afternoon it was brought to my attention that you may be looking for 
testimony for a new Seafood and Food Safety lab. I whole heartedly support any new development of 
a Seafood and Food Safety lab. In particular the people of Southeast in the Seafood Industry and 
Foodservice Industry would benefit greatly with the addition of a lab somewhere in Southeast.

In the current situation it is very cumbersome process to get seafood products needing testing 
to the Palmer D.E.C lab from Southeast. In the best of situations it takes the better part of a day in 
transportation time to get products to the Palmer lab for testing. Once the specimens are to the lab it 
take half a day to do the test.In the blossoming Geoduck fishery I have m any first hand experiences 
with the pitfalls one m ust endure to get a geoduck sample to the Palmer lab for Paralytic Shellfish 
Testing in a timely manner. Having a new Seafood and Food Safety lab here, in Southeast, a region 
were we harvest products needing testing would save time and money for all of those involved. 
Having a lab in the region would speed up the testing process. If the transportation time to the lab 
took less time to transpire, we could offer an even fresher product to our customers. Once again 
using Geoduck as an example, live product is the product of choice in the market. If the Geoducks 
test clean of PSP we can ship them live as soon as we get lab results. So you can see if we have to wait 
a day to a day and a half for test results, the freshness and liveliness of the products diminishes 
greatly. Time is money, and in this case a lot a revenue has slipped away due to the time an logistics 
involved in getting Geoducks tested for PSP in Palmer.

Mr. Governor, thank you for your time. I appreciate the opportunity to have given you this 
brief report. Please take into serious consideration what I have stated here in this e-mail. I support 
development of a Seafood and Food Safety Lab. I also think that a lab w ould be best positioned in 
Ketchikan.

John M. Scoblic 
Fleet Manager

i

mailto:Jscoblic@norquest.com
mailto:Govemor@gov.state.ak.us
mailto:Ernesta_Ballard@dec.state.ak.us


N orQ uest Seafoods Inc. (Ketchikan D ivision)  
1705 Tongass A ve. KTN, AK 99901 
Office (907) 225-6664 
Cellular (907) 723-1234



SaftrWater, Safe Food, Healthy Communities

State Capitol 35477 Suite 101-B Spur Hwv
Juneau, Alaska 99801-1182 Soldoma. Alaska 99669

Phone (907) 465-2693 ‘ ' Phone 907*26°-=136
Toll Free 800-463-2693 ' Fax 907-260-3044

Fax 907-465-3835

‘Representative Xen Lancaster
rDistrict 8

April 12. 2001

MEMORANDUM i J L ^
To: Representative Eldon Milder, Co-chairmaPnM

Representative Bill Williams. Co-chairmano*^-'-''''
House Finance Committee

’ From: Representative^^ Lancaster

Subject Department of Environmental Conservation, Division of Environmental Health,
Seafood and Food Safety Laboratory, Cost and Location,

Per your request I have conducted a fact finding mission to help determine the reasonable cost 
for the proposed DEC Seafood and Food Safety Laboratory.

The cost per square foot for a laboratory is high, when compared to an office building,'or 
warehouse. This is do impart to the fact that laboratories require a more powerful heating, 
ventilating, air conditioning, (HVAC) system. This system must not only move more air (minimum 
10 to 12 air exchanges per hour) but also pressurizes parts of the building. This pressurization is 
very important as it keeps that area of the building not used for testing completely separated 
environmentally from pathogens used in the test area. In addition, higher requirement for lights, 
power distribution system and special construction to facilitate cleaning is required in this type of 
complex.

I have made informal inquires with several architectural engineer's tirms and based on that have 
concluded that $400.00 per square foot, less equipment, is a fair and reasonable cost.

The location also makes good, logical sense. With the building built in Anchorage, at the Tudor 
Road location, it would help develop a State campus setting. This concept could make for cost 
saving in the future, by allowing for the combining of services, building maintenance, snow 
removal, etc.

The proximity to a major airport, and the availability of ground transportation, should better serve 
the people of the State of Alaska in conducting business with the lab.

I have enclosed three reports prepared by Livingston Slone, Inc for your information: Laboratory 
Cost Factors, Laboratory Plan Efficiency, and a Timeline for Seafood and Food Safety Laboratory 
• Replacement This information helps explain the process that the Department went through, in 
addition to cost factors.

Should you require more information or have any question, please fell free to contact me.
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S t a t e  o f  A l a s k a
O F F IC E  O F T H E  G O V E R N O R 

J U N E A U

May 8, 2003

The Honorable Gene Therriault 
President of the Senate 
Alaska State Legislature 
State Capitol, Room 107 
Juneau , AK 99801-1182

Dear President Therriault:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, I am 
transm itting a bill relating to issuing certificates of participation to fund a new seafood 
and food safety laboratory.

The sta te’s food safety laboratory plays a vital role in protecting the health of 
Alaskans. The seafood and food safety laboratory tests crabs, geoducks, and other 
shellfish for toxins, a service not offered in the private sector. Local dairy products 
m ust be tested by a state laboratory before they can be sold to schools and the 
military. Federal law also requires a state laboratory to certify private laboratories to 
perform drinking water compliance testing for public water systems. Additionally, the 
new laboratory will have an area designated as bio safety level III for testing of anthrax 
or other bio-terrorism agents. The new laboratory would not duplicate existing 
laboratories in the state.

The current lease will soon expire, requiring the facility to be relocated. Building 
a state-owned facility is cheaper than leasing a privately-owned facility, and the state 
owns a parcel of land ready for development. The Alaska State Legislature has 
recognized the need for replacement through previous planning and design 
appropriations. The bill I transm it today is the next and final step in providing 
Alaskans with a worthwhile facility by setting up a bonding structure for its 
construction. The proposed method is the issuance of certificates of participation for a 
lease-purchase agreement.

In the interests of public health for Alaskans and consum ers of Alaskan food, 
fish and dairy products, as well as the economic health of these industries, I urge your 
prompt and favorable action on this measure.

(

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


SENATE COMMITTEE REPORT 
First Committee of Referral

DATE: 5/9/03

Date of 5-Day Notice
(in accordance with Uniform' Rule 23)

FURTHER: Finance

DATE TURNED 
IN TO OFFICE:

State Affairs Committee considered SENATE BILL NO. 215

SB 215 SEAFOOD AND FOOD SAFETY LABORATORY

"An Act giving notice of and approving the entry into and the issuance of certificates of participation for a 
lease-purchase agreement for a seafood and food safety laboratory facility; relating to the use of certain 
investment income for certain construction costs; and providing for an effective date."

and recommends:

[ v f be replaced with 

[ ] adopt previous _

CS

CS

[ ] attached amendment(s)

[ ] adopt Letter of Intent by 

[ ] further referral t o ______

Senate Bill:
[ ] same title 

_) [ ‘q lew  title 
House Bill:
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[ ] technical title 
[ ] new: SCR # _

Committee
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NAME: 

Co./Depl./Title: 

Address:______

SENA TE FIN A N CE CO M M ITTEE 

S I G N - I N

SB 215-SEAFOOD AND FOOD SAFETY LABORATORY
( j & w \ B ^ J l

& E t L __________________________________________________

Subject/Bill No:

Phone:------------

Zip:___________

Do you wish to testify? V ^Y es  No  Respond To Questions

NAME

Co./Dept./Title: 

Address:______

A u C 4 i 7<2-

Subject/Bill No: ^  ^  1 ^

Phone: ^  ^  ^  ° i-----------------

Do you wish to testify?

Zip:.

cs" No ResRespond To Questions

NAME:

Co./Dept./Title: 

Address:______

Do you wish to testify? Yes No

Subject/Bill No:

Phone:------------

Zip:___________

.Respond To Questions

NAME:

Co./Dept./Title: 

Address:______

Subject/Bill No:

Phone:------------

Zip:----------------

Do you wish to testify? Yes No .Respond To Questions

SFC-03
SB 215

-1- 05/15/03







HOUSE COMMITTEE R E P O ^
(ID
Date Referred to Committee: May 15, 2003 

Date of Committee Action: _ ’2 \& A & 2

The FINANCE Committee considered:

FU RTH ER REFERR A LS:

SB 216

SENATE BILL NO. 216 INTERNATIONAL AIRPORTS REVENUE BONDS

"An Act relating to international airports revenue bonds; and providing for an effective date."

Recommends it be replaced with [ ] HCS or [ JCSfor____________
For Senate Bills with new title: [ ] Technical Title [ ] New Title: HCR_

J
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FISCAL NOTE

STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):_______
T itle  In te rna tiona l A irpo rt Revenue Bonds

Fiscal Note Number: 1_______

Bill Version: SB 216
(S) Publish Date: 5/9/03

Dept. A ffected^____________ Revenue
BRU Revenue O pera tions

Sponso r
Requeste r

House Rules
C om ponen t T reasu ry D iv is ion

G ove rno r

Expenditures/Revenues

Com ponen t No. 

(Thousands of Dollars)

121

Note: Am oun ts do no t inc lude in fla tion unless o therw ise no ted below.
OPERATING  EXPEND ITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Persona l Serv ices 
Travel 
Con tractua l 
Supplies 
Equ ipm ent 
Land & S tructu res 
G rants & C laims 
Deb t Serv ice

1,532.0

6,281.0 6,281.0 6,281.0 6,281.0 6,281.0 6,281.0
TO TAL OPERAT ING 7,813.0 6,281.0 6,281.0 6,281.0 6,281.0 6,281.0

CAP ITA L  EXPEND ITURES

n :CHANGE IN REVENUES (
FUND SOURCE________________________________________________________(Thousands o f Do lla rs)
1002 Federa l Rece ip ts
1003 GF Match
1004 GF
1005 GF/Program Rece ip ts 
10 37 GF/Mental Hea lth
Int A irpo rt C onstruction Fund 7,813.0 6,281.0 6,281.0 6,281.0 6,281.0 6,281.0

TO TA L 7,813.0 6,281.0 6,281.0 6,281.0 6,281.0 6,281.0

E s tim a te  o f a n y  c u r re n t y e a r (FY2003) cos t: 0.0
M a rk  th is  b o x  (X) i f  fu n d in g  fo r  th is  b ill is  In c lu d e d  In th e  G o v e rn o r 's  FY 2004 b u d g e t p ro p o s a l:  
POSIT IONS
Full-time
Part-time
Temporary
ANALYS IS : (Attach a separate page if necessary)
This bill will increase the cumulative authorization for international airport revenue bonds, allowing for the 
sale of up ot $76,600,000 in revenue bonds to support capital improvement programs for FY 04 through FY 
06 at the Ted Stevens International Airport and Fairbanks International Airport collectively the Alaska 
International Airport System (AIAS).
Revenue bond funding allows annual debt service to be paid through airline rates and fees spread over 
lime.
Assuming an interest rate of 6,5%, and a 25-year term, annual debt service would be approximately $6.3 
million per year in FY 2005 through FY2029. Issuance costs are approximately 2% of bonds issued.

Prepared by: 
D iv is ion
Approvod by; 
A gency

S ieve P rter, Deputy C omm iss ioner P hono 465-2365
Departm er o f Revenue Dale/Time 5/8/03 4:57 PM
Bill Corbus, Comm iss ione r 
T  yartment o f Revenuo

Date 5/8/2003

(R«vu »d 0/2002 OMB) Page 1 of i.
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GOVERNOR0OOV.STATE .AK.US STATE OF A LA S K A  W W W .OOV.STATE.AK.US

O F F I C E  O F  T H E  G O V E R N O R  
J U N E A U

May 8, 2003

The H onorable Gene T h erriau lt 
P residen t of th e  Senate  
A laska S ta te  Legislature 
S ta te  Capitol, Room 107 
J u n e a u , AK 998C 1-1182

D ear P residen t T herriau lt:

U nder the  au th o rity  of a rt. Ill, sec. 18, of the  A laska C onstitu tion , I am  
tran sm ittin g  a  bill re la ting  to bond  fund ing  of cap ita l im provem ents for the 
A laska In te rn a tio n a l A irports System .

The bill increases the  cu m u la ti\ e au tho riza tion  for in te rnational a irports 
revenue bonds, allowing th e  sale of u p  to $76 ,600 ,000  in new  revenue bonds to 
su p p o rt cap ita l im provem ent p rog ram s for FY 04 th rough  FY 06 a t the Ted 
S tevens A nchorage In te rn a tio n a l A irport and  F a irbanks In ternational Airport, 
referred to collectively a s  th e  A laska In te rn a tio n a l A irports System  (AIAS), and  
certa in  p assen g er te rm ina l renovation  w ork a t  the  Ted Stevens Anchorage 
In te rn a tio n a l Airport.

F und ing  for opera tions an d  cap ita l im provem ents of the AIAS is obtained 
from charges for th e  u se  of a irpo rt facilities, prim arily  paid  by com m ercial 
a irlines. The AIAS an d  the  airlines th a t  a re  signatories to the In ternational 
Aii po rts  System  O perating  A greem ent have agreed to a cap ita l im provem ent 
p rogram  approved by th e  signato iy  airline ra tepayers u n d e r the  operating 
agreem ent. U nder the  opera ting  agreem ent, effective from Septem ber 1, 2001 
th rough  J u n e  30, 2006 , the  AIAS h a s  shifted from  cash  funding  long-term  
pro jects in advance th ro u g h  a n n u a l cap ita l charges paid by the airlines 
th rough  ra te s  an d  fees, to revenue bond funding  for m ost projects. Revenue 
bond  funding  allows a n n u a l deb t service to be paid  th rough  airline ra tes and  
fees sp read  over longer periods of tim e, su ch  a s  the  usefu l life of airport 
projects. The bonds are  no t a general obligation of the sta te , and  the sta te  does 
n o t pledge its faith  an d  cred it to the  paym ent of the  bonds. The issuance  of the 
bonds does no t d irectly  or indirectly  or contingently  obligate the  s ta te  or any 
political subdiv ision  thereo f to apply m oney from, or levy or pledge, any form of 
taxation  w hatever to the  paym ent of the bonds.
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The Honorable Gene T herriau lt
M ay 8, 2003
Page 2

A dditional bond au thoriza tion  u n d e r AS 37 .15 .410  w as gran ted  in 2001 
to im plem ent th e  capital im provem ent program  for the  first two years  of the 
O perating  Agreem ent. Additional bond au th o riza tio n  is now  requ ired  to finance 
the  con tinua tion  of the  capital im provem ent program . AS 37 .15 .410  curren tly  
au tho rizes the  s ta te  to issue  u p  to $ 447 ,900 ,000  of revenue bonds to suppo rt 
a irpo rt projects. This au thority , cum ulative since th e  incep tion  of 
AS 37 .15 .410 , will be exhausted  by J u n e  30, 2003 , w ith o u ts tan d in g  bond 
p rincipal s tan d in g  a t  $368,200 ,000 .

The au tho rity  sough t in th is  bill w ould increase  the  bond  au thorization  
lim it to finance th ree  m ore years of cap ita l im provem ents a t  bo th  the  Ted 
S tevens A nchorage In terna tional A irport an d  F a irb an k s In te rn a tio n a l Airport, 
a s  well a s  com pletion costs of the redevelopm ent of C oncourse  C a t  th e  Ted 
S tevens A nchorage In terna tional A irport p a ssen g er term inal. By covering these  
n eeds in a  single new bond issue, the s ta te  w ould be able to reduce  costs 
re la ted  to the  deb t issuance.

The A laska In terna tional A irports System  is a n  increasing ly  vital and  
growing p a rt of o u r econom ic engine. The a irp o rts  system  a n d  the  s ta te ’s 
m ajor a ir carriers  propose to continue developing o u r w orld-class in te rnational 
a irp o rts  th rough  the im plem entation  of th e  In te rn a tio n a l A.'rports O perating 
A greem ent, suppo rted  by the issu an ce  of th ese  add itional revenue bonds. In 
o rder to a ssu re  tim ely project developm ent, I urge yo u r p ro m p t an d  favorable 
action  on th is  m easure .
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Overview

> Aviation Industry Outlook
• Federal Airline Assistance
• Commercial Carriers

• Cargo Carriers
> Alaska Economic and Demographic Overview
> AIAS Aviation Activity
> AIAS Airport Operating Agreement (AOA) and Bond Resolution
> AIAS Plan of Finance

• Sources of Funds
• Series 2004 AIAS Revenue Bonds
• Future Series AIAS Revenue Bonds
• Landing Fees

• Terminal Rentals Rates
> Comparative Airport Data
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Industry Outlook
Federal Airline Assistance

Airlines will be getting additional federal assistance.... 

> Airline Improvement Program
• Provides funding for planning and development at airports.
• $3.4 billion appropriated for 2003 and now in authorization 

hearings.
> Emergency Wartime Supplemental Appropriations Act

• H.R. 1559 signed April 16, 2003
• $3.5 billion assistance for the airline industry
• Of $665.0 million earmarked for the TSA, $235.0 million is 

specified for airport explosive detection systems



Industry Outlook
Commercial Carriers

> The Changing North American M arket
• Expansion o f low fare carriers (Southwest, jetB lue) into long-haul markets.

• Mainline hub carriers realigning regional flights (short-haul markets)

• Increasing role o f regional jets

• Longer-haul transcontinental routes -  new aircraft

> Key Elements to Recovery
• Capacity Reduction

• Restructured Labor Agreements

• Re-aligned Hub Networks

>  Near Term Forecast
• Potential bankruptcy scenarios will continue to be evaluated

• Demand/capacity managed through continuing schedule reductions

• Industry recovery should occur in 2005

4



Industry Outlook
Commercial Carriers

700

Aviation System Shocks and Recoveries 
1960-2001 Sept. 11
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Industry Outlook
Cargo Carriers

Cargo markets contracted  but the future forecast
during the recent recession... remains strong, especially for the

markets served from AIAS.

M a jo r  Air C a r g o  M a r k e ts  S e v e r e ly  C o n t r a c t e d  in  2 0 0 1
Month ly percen tage o l change over prio r year

-  Av c m q o  1 2 -m o n t n  h istory 
A v c a g o  1 2 -m o n t h  lo ic c a s t  

■ M o n th ly  p e r centage  c h a n g e  • history 
M o n th ly  p e r centage  c lu n g e  -  lo te ca st

......... .. i i i i  I  ..........  i i i i I i  i i i i i i i i i i I i i i i  i i ii i i t I i i i i 1 1 i 11 ii
Jan 98 Jan 99 Jan 00 Jan 01 Jan 02
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Asia cargo markets lead industry growth
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Source: Boeing "World Air Cargo Forecast 2002-2003", Sept. 2002

6



AIAS Aviation Activity
Enplanements

Passenger traffic has recovered more quickly than expected...
2002 Feasibility AIAS Revised

Year Study Forecast

I990A 1,867,281 1,867,281

2000 A 2,593,585 2,593,585

2001A 2,658,282 2,658,282

2002A 2,995,458 2,995,458

2003EA 3,064,810 3,064,810

2004F 2,747,000 3,148,000

2005F 2,815,000 3,234,000

2006F 2,892,000 3,322,000

2007F 2,971,000 3,413,000

200SF 3,052,000 3,506,000

2009F 3,135,000 3,602,000

201 OF 3,221,000 3,700,000

Average Annual Growth Rates

1990 - 2002 4.0% 4.0%

2002 - 2007 -0.2% 2.6%

2007 - 2010 2.7% 2.7%

1990 - 2010 2.8% 3.5%

A = Actual

EA = Estimated Actual 

F = Forecast

4.000.000

3.500.000

3.000.000

2.500.000

2.000.000

1.500.000 

1 ,000,000

500,000

D 2002 Feasibility Study ■  AIAS Revised Forecast

7



AIAS Aviation Activity
Total Gross Take Off Weight

2002 F easib ility  AIAS Revised
Y ear Study Forecast

1990A 20,347,453 20,347,453

2000A 28,404,211 28,404,211

2001A 29,422,940 29,422,940

2002A 28,937,906 28,937,906

2003EA 33,252,888 33,252,888

2004F 30,060,000 34,250,000

2005F 31,473,000 35,278,000

2006F 32,977,000 36,336,000

2007F 34,557,000 37,426,000

2008F 36,219,000 38,549,000

2009F 37,967,000 39,705,000

201 OF 39,805,000 40,896,000

. .veraj’e Annual Growth Rates

1990 - 2002 3.0% 3.0%

2002 - 2007 3.6% 5.3%

2007 - 2010 4.8% 3.0%

1990 - 2010 3.4% 3.6%

A = Actual

EA = Estimated Actual 

F = Forecast

45.000.000

40.000.000

35.000.000

30.000.000

25.000.000

20.000.000

15.000.000

10.000.000 

5,000,000

1990 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

d  2002 Feasibility Study B AIAS Revised Forecast
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AIAS Aviation Activity
Air Cargo Tonnage

2002 Feasibility AIAS Revised
Year Study Forecast

1990A 622,949 622,949

2000A 2,148,048 2,148,048

2001A 2,227,895 2,227,895

2002A 2,119,877 2,119,877

2003EA 2,523,783 2,523,783

2004 F - 2,605,000

2005F - 2,688,000

2006F - 2,774,000

2007F - 2,863,000

2008F - 2,955,000

2009F - 3,050,000

201 OF - 3,148,000

Average Annual Growth Rates

1990 -2002 10.7% 10.7%

2002 - 2007 N/A 6.2%

2007 - 2010 N/A 3.2%

1990 -2010 N/A 8.4%

A = Actual

EA = Estimated Actual 

F = Forecast

3,500,000

3,000,000

1990 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

m 2002 Feasibility Study AIAS Revised Forecast

The 2002 Feasibility Study did not forecast air cargo tonnage.
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AIAS Plan of Finance
A 0 A

> Negotiated in 2001 to replace outdated agreement with airlines

> Defines Airline Rates and Charges Methodology:

M&O ^  Annual Debt Fund Deposit Non-Airline _  Net Airline
Expenses Service Requirements Revenues Requirement

Net Airline Requirement - collected through Landing Fees, Terminal Rentals, Common Use 
Premises Charges, FIS Fees, Aircraft Ramp Rentals, Airport Administered Premises Charges,

A ircraft Parking Charges.

> Creates five Administrative Reserve Funds

>  Obligates the airlines to pay AIAS Revenue Bonds through rates and charges

>  Establishes Capital Project consultation procedures

>  Establishes Airline lease obligations and accommodation procedures

10



AIAS AOA and Bond Resolution
AOA

> Administrative Reserve Funds
• Negotiated as part o f the new AOA, in part to improve bond ratings

• Subordinate to funds established in AIAS Bond Resolution

• Debt service is paid even before AIAS Maintenance and Operating 
Expenses



AIAS AOA and Bond Resolution
Bond Resolution

> AH AIAS Revenues are pledged to make AIAS Revenue Bond payments

> Rate Covenant:
• Commissioner of DOT&PF is required to fix and collect such fees, charges and 

rentals from use o f  the AIAS Airports so that Net Revenues in each fiscal year are 
at least equal to 1.25 times Aggregate Annual Debt Service plus deposit 
requirements in the Reserve Account and the Repair and Replacement Fund.
(FY05 - $38.7 Million)

> Additional Bonds Test (Future Parity Bonds) Requires:
• Authorizing Legislation
• Commissioner finding that proceeds will be expended on necessary projects
• State is in compliance with all covenants o f  Bond Resolution
• State certifies that Net Revenues during next three years equal to at least 1.25 times 

Aggregate Annual Debt Service

12



AIAS AOA and Bond Resolution
Bond Resolution

^  Security for the Bonds -  1999 and 2002 Bond Resolution

“The Bonds are not a general obligation of the State, and the State does not pledge its 
faith and credit to the payment of the Bonds. The issuance of the Bonds does not 
directly or indirectly or contingently obligate the State or any political subdivision 
thereof to apply money from, or levy or pledge, any form of taxation whatever to the 
payment of the Bonds.”
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AIAS AOA and Bond Resolution
Bond Resolution

> Flow of Funds

14



AIAS AOA and Bond Resolution

> Relationship of AOA to State Bond Resolution:
• The AOA states explicitly that it is subordinate in all respects to the 

State’s Bond Resolution, and that all AIAS Revenues collected by 
DOT&PF shall be applied as set forth in the Bond Resolution.

• The Bond Resolution states that all AIAS Revenues are pledged to 
payment o f the AIAS Revenue Bonds.

• These two provisions protect both the State and investors, and are 
standard industry language for airport owners that issue airport 
revenue bonds.

15



Q  AIAS Plan of Finance
Sources of Funds

> International Airport Revenue Fund (IARF)

• Includes AIAS Development Fund established in AOA ($6.0 million annually)

> AIAS Revenue Bonds:

Outstanding
Bonds

Issue
Date

Original Principal 
Amount

Annual Debt 
Service Payment

Moody’s 
Credit Rating

Series 1993 I 08/01/93 $34.8 million $2.3 million Aaa

Scries 1999 A 01/15/99 $162.5 million $11.8 million Aaa ;

Scries 1999 B 01/15/99 $16.7 million $1.2 million Aaa

Series 1999 C 10/01/99 $25.0 million $2.0 million Aaa

Series 2002 A 04/01/02 $13.1 million $3.6 million (1) Aaa

Series 2002 B 04/01/02 $127.7 million S10.4 million (1) Aaa

Total $379.8 million (2) $31.6 million

(1) Maximum Annual Debt Service Payment.
(2) Outstanding Principal Amount S368.2 million as of 6/30/02

16
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AIAS Plan of Finance
Series 2004 AIAS Revenue Bonds

* "  ■ iwwiu i.Miiin iiii.il .m iioi r yes 
2004
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—       ■      -
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  , ------

Finalize Airline; Negotiations

Legislative Approval

DQK-l’roposjjl Award IJroeess For* Undcrwrijlcr

Develop Finn) Plan of Finance 

5/J5 Financing Team kick-off

    » • *  &  .

S/;l3 Mail Preliminary Official Statement

Rating Agency Presentations & Boiid Ins. f'oj Negotiations

^  9/15 Sell Bohds

9/30 Close on Rtvenue Bonds
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AIAS Plan of Finance
Series 2004 AIAS Revenue Bonds

(in m illions)

T R P  Project Funding R eq u irem en t  - FY04 $50.0

Less:

Contribution From IARF (2.0)

Contribution FY02-FY03 CIP  0 0
T R P  N e t  Project Funding R eq u irem en t  - FY04 $48.0

C IP Project Funding R eq u irem en t  - A N C  FY 04 $18.4

Less:

Contribution FY02-FY03 CIP (1.0)

PFC Funded Portion o f FY04-FY06 CIP  (7.4)
C IP N et  Project Funding R eq u irem en t - A N C  FY04 $10.0

C IP Project Funding R eq u irem en t  - FAI FY04 $3.5

Total Project Funding R eq u irem en t - FY04 $61.5
O th er  Financing C o sts  __________ 15.1
Total T R P  and C IP B ond  Funding R cquirm cn t - FY04 $76.6

18



AIAS Plan of Finance
Future Series AIAS Revenue Bonds

(in millions)

TRP Project Funding Requirement - FY05 $108.0
O ther Financing Costs  30.9

Total TRP Bond Funding Requirement - FY05 $138.9

CIP Projt z t  Funding Requirement - ANC FY07 $58.2

D efer FY02-FY03 Project until FY07 1.0

CIP PFC Funded Portion o f FY04-FY06  Z 2
CIP Net Project Funding Requirement - ANC FY07 $61.4

Other Financing Costs 18.4
Total CIP Bond Funding Requirment - FY07  $79.8

Total TRP and CIP Bond Funding Requirments - FY04-FY07  $295.3
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AIAS Plan of Finance
Landing Fees

(per 1,000 lbs)

2003 2004 2005 2006 2007 2008 2009 2010

□  Feasibility Study $0.72 $1.01 $1.02 $0.92 $1.12 $1.08 $1.05 $1.02

' B  AIAS $0.72 $0.73 $1.18 $1.11 $1.44 $1.39 $1.54 $1.51

□  AIAS - Revised Forecast $0.62 $0.64 $1.02 $1.02 $1.33 $1.30 $1.47 $ 1.46

2 0



AIAS Plan of Finance
Terminal Rental Rate

2003 2004 2005 2006 2007 2008 2009 2010

El Feasib ility  S tu d y $46.41 $32.52 $34.13 $34.24 $35.70 $38.07 $38.48 $38.88

■  A I A S $46.41 $47.58 $37.62 $38.92 $50.97 $51.40 $52.60 $54.67

□  A I A S  - R ev ised  F o re c a s t $46.41 $47.58 $30.66 $39.28 $51.32 $51.75 $52.95 $55.02

21



Comparative Airport Data

Comparable airports are proceeding with development plans...

Recent Financings (CY2002-Present)

Airport Sale Date Rating Amount Development Program
AIAS 03/28/02 Aaa $140.8 Terminal Redevelopment Program
Louisville 09/23/02 Aaa $84.3 Terminal Expansion
Memphis 01/08/03 

11/20/02
A2
Aaa

$22.1
$23.2

0)
(1) Airfield/Taxiway/New Parking Facility

Oakland 09/24/02
07/24/02

Aaa
Aaa

$121.5
$620.0

0)
Concourse Renovation

Portland no recent bond issues Terminal Expansion, Airfield renovations
Sacramento 07/25/02 Aaa $91.8 Terminal Expansion
San Francisco 12/18/02 Aaa $157.0 0)

02/28/02 Aaa $365.0
(1) Ground Transportation Improvements

San Jose 12/04/02 Aaa $91.6 New T erminal
Seattle 11/14/02 Aaa $230.6 (2) Third runway, Terminal Expansion
( 1 )  R e fund ing Bonds
(2 ) Scries 1999, remarked

“Over 2002-2010, at least $30 billion in m ajor infrastructure im provem ents are p lann ed  in the m ajor a irlin es’
hub a irp o r ts ....” —Salom on Smith Barney “2002 Hub F actbook”
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Comparative Airport Data
Debt Comparison

The debt load of any individual airport depends on where it is in its 
development cycle...

Airport

Estimated 
Annual Debt  

Service FY2003
(in millions)

Estimated Debt 
Service per 

Enplane me nt 
FY2003

AIAS $19.5 $7.40
Louisville $42.1 $24.76
Memphis $87.2 $17.48
Oakland $207.9 $37.69
Portland $43.0 $7.41
Sacramento $25.2 $6.24
San Francisco $432.3 $30.88
San Jose $27.8 $5.13
Seattle (l) $69.2 $5.45

( I ) Seattle cost per enp lauen icn t in FY 03 is S9.31 and is forecast to  increase to  S 20.75 in I Y07 

As o f  fiscal year end ing  June 2 002 , ex cep t Seattle , FY end ing  12/31/02

Source: fin an c ia l da ta  from  I30T  fo rm  127. fn p la n c m c n t ilata from  U.S. D O T as com piled  by D ata Base P roducts, Inc.



11 Comparative Airport Data

Top 10 New Money Bond Issues at Other Airports Since Sept. 11th
(in millions)

07/24/02 Port of Oakland - California $620.0
07/25/02 NYC Industrial Dev Agency; American Airlines $500.0
07/24/02 Houston Intercontinental Airport $474.5
10/05/01 Port of Seattle - Washington $427.5
04/24/02 Los Angeles Department of Airports $300.0
06/26/02 Port of NY & NJ $300.0
10/21/02 Atlanta Hartsfield Airport $300.0
05/17/02 Miami International Airport $299.0
03/15/02 Regional Airports Imp Coip: American Airlines $268.0
02/12/02 Maryland Transportation Authority $264.0

New Money Bonds $7,398.7
Refunding Bonds $6,961.4
Total Bond Issues $14,360.1
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