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STEVE COWPER, COVERNOR

OFFICE OF THE COMMISSIONER
F.O. BOX 0, JUNEAU, ALASKA 99811-1800 (907) 465-2600

POSITION PAPER SB 327
Title

An Act Relating to O il Discharge Contingency Plans

Effect of the B ill

The b ill would require that holders of oil discharge contingency
plans maintain the capability to carry out their approved plans.
The b ill would also establish penalties for failure to maintain

this capability.

Department Position

The Department supports the bill.
Fiscal Effect

The Department has provided a zero fiscal note on the bill.

Date
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January 11, 1988

The Honorable Jan Faiks
President of the Senate
Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Dear Senator taiks:

Under the authority of art. 111, sec. 18, of the Alaska Con-
stitution, | am transmitting a b ill relating to the require—
ments for oil discharge contingency plans.

Under AS 46.04.030, the operators of large ol terminal
facilities, offshore exploration or production facilities,
tank vessels, and oil barges must submit oil spill contin-

gency plans to the Department of Environmental Conservation.
The purpose of the contingency plans is to demonstrate the
operator’s ability to contain, clean up, and mitigate the
effects of oil spills into the environment. Recent spills
have shown that the <contingency plan requirement may be
inadequate if the operators do not in fact have the capabil-
ity of carrying out their own contingency plans. This b ill
would clarify that the department may require operators to
show that they are actually capable of implementing their
contingency plans, and that filing a plan without having the
capability of carrying it out is a violation of state law.

Section 1 of the b ill amends AS 46.04.030(e) to make
explicit that the department may require an operator to dem-
onstrate its ability to <carry out the plan, by requiring
training, spill exercises, and inventories of equipment and
personnel that would actually be available in

the case of a spill.

Section 2 makes explicit that the operator is actually re-—
quired to have the capability to carry out its plan, and
that the existing sanctions for violations of the chapter
would apply if the operator failed to maintain that capa-
bility and failed to use it

I urge your support of this
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DEPT. OF ENVIRONMENT/IL CONSERVATION Telephone:/907)

fPI F M J BILL SHEFFIELD, GOVERNOR

Address:

OFFICE OF THE COMMISSIONER
P.O. BOX 0, JUNEAU, ALASKA 99811-1800 (907) 465-2600

January 29, 1988
The Honorable Mitch Abood
Chairman
State Affairs Committee
Alaska State Senate
P.O. Box V
Juneau, AK 99811
Dear Senator ?\bood:
I am %&%Sép rhejtrim*=5 "2
before
This b ill, introduced by Governor Cowper, would improve the
state's existing law governing prevention and response to oil
spills. The b ill will address deficiencies identified in part as
a result of the oil spill in Cook Inlet from the tanker Glacier
Bay last summer.
The state's oil pollution control program requires that oil
terminals and tankers over a certain size prepare plans to
respond to oil spills. These are referred to as oil spill
contingency plans.
The b ill would do two things. First, it would establish
penalties for facilities that fail to maintain the capability to
implement their approved oil spill contingency plans. This is

important so that we can ensure that the contingency planning
process is not just a paper exercise, but results in actual
readiness.

The second purpose of the b ill is to give the Department the
clear authority to require drills or other specific steps needed



Senator Mitch Abood -2 - Janaury 29, 1988

to ensure that plans are capable of being carried out in the
field.

| believe that this legislation is very important to the state’'s
oil pollution control program and would very much appreciate an
early hearing on this subject. Thank you very much for your
consideration.

Sincerely,

cc: Senator Rick Uehling
Senator W illie Hensley
Senator Joe P. Josephson
Senator Ken Fanning
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Alaska Statutes

846.03.760

(B) "vessel”’means any form or manner of watercraft, whether or
not capable of self-propulsion, except offshore platforms. (81 ch 129
SLA 1977; am &1-3ch 128 SLA 1978; am 110 ch 59 SLA 1982; am

819 ch 59 SLA 1986)

Revisor 9 not s. — In 1987, a refer-
ence in paragraph Q) t"'@) of this sub-
section” was changed t "'(2) of this sub-
section” o oorrect a manifest error.

Cross references. — For provision
that actions brought under this section
may be brought directly against insurers
or other persons providing evidence of fi-
nancial reqosibility, see AS

For schedule of civil penalties under (b)
of this section, see 18 AAC 75.510 —
AAC 75.600.

Effect of amendments. — The 1986
amendment repealed subsection (), con-
ceming the "oil spill mitigation account.”

Editor 9 notes. — The effective date
(referred o In (€) of this section) of the

regulation adopting the schedules isApril
46.04.000e)- 19, 1978.

Sec. 46.03.760. Civil action for pollution; damages, (@ A per—
son who violates or causes or permits to be violated a provision of this
chapter other than AS 46.03.250 — 46.03.314, or a provision of AS
46.04 or AS 46.09, or a regulation, a lawful order of the department, or
a permit, approval, or acceptance, or term or condition of a permit,
approval, or acceptance issued under this chapter or AS 46.04 or AS
46.09 is liable, in a civil action, to the state fora sum to be assessed by
the court of not less than $500 nor more than $100,000 for the initial
violation, nor more than $5,000 for each day after that on which the
violation continues, and that shall reflect, when applicable,

(D reasonable compensation in the nature of liquidated damages
for any adverse environmental effects caused by the violation, which
shall be determined by the court according to the toxicity,
degradability and dispersal characteristics of the substance dis—
charged, the sensitivity of the receiving environment, and the degree
to which the discharge degrades existing environmental quality;

(2 reasonable costs incurred by the state in detection, investiga—
tion, and attempted correction of tne violation;

(3 the economic savings realized by the person in not complying
with the requirement for which a violation is charged.

(b) Except as determined by the court under ()@ of this section,
actions under this section may not be used for punitive purposes, and
sums assessed by tho court must be compensatory and remedial in
nature.

(© The court, upon motion of the department or upon itsown mo —
tion, may defer assessment of all or part of that portion of the sum
imposed upon a person under (@)(3) of this section conditioned upon
the person complying, within the shortest feasible time, with the re—
quirement for which a violation is shown.

(d) As used in this section, "economic savings" means that sum
which a person would be required to expend for the planning, acquisi-
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846.03.760 W ater, Air, Energy, Etc. 846.03.760

tion, siting, jonstruction, installation and operation of facilities neces—
sary to effect compliance with the standard violated.

(® In addition to ligbility under (@ - (d) of this section, a person
who violates or causes or permits to be violated a provision of AS
46.03.740 — 46.03.750 is liable to the state, in a civil action brought
under AS 46.03.822, for the full amount of actual damages caused to
the state by the violation, including direct and indirect costs associ—
ated with the abatement, containment or removal of the pollutant,
restoration of the environment to its former state, and all incidental
administrative costs.

(@ A person who violates or causes or permits to be violated a provi—
sion of AS 46.03.250 — 46.03.314, or a regulation, a lawful order of
the department, or a permit, approval, or acceptance, or term or condi —
tion of a permit, approval, or acceptance issued under AS 46.03.250 —
46.03.314 is liable, in a civil action, to the state for a sum to be as—
sessed by the court of not less than $500 nor more than $100,000 for
the initial violation, nor more than $10,000 for each day after that on
which the violation continues, and that shall reflect, when applicable,

(D reasonable compensation in the nature of liquidated damages
for any adverse environmental effects caused by the violation, that
shall be determined by the court according to the toxicity,
degradability and dispersal characteristics of the substance dis—
charged, the sensitivity of the receiving environment, and the degree
to which the discharge degrades existing environmental quality;

(2 reasonable costs incurred by the state in detection, investiga—
tion, and attempted correction of the violation;

(@ the economic savings realized by the person in not complying
with the requirement for which a violation is charged; and

(@ the need for an enhanced civil penalty to deter future noncom—
pliance. (83 ch 120 SLA 1971; am 89 ch 220 SLA 1976; am 85 ch
266 SLA 1976; am &85, 6 ch 116 SLA 1980; am &5—- 7 ch 77 SLA
1984; am 89 ch 59 SLA 1986)

Cross references. — For ail pollution  for “or””in the introductory language of
antrol, see AS -16.04. For provision that  subsection @) and made a series of techni—
actions brought under @ and (€) of this cal changes through the rest of this sub—
section may bo brought directly against  section, added “Except as determined by
insurers or other persons providing evi— the court under (O(4) of this section” at
dence of finacial searity, 6ce AS the beginning of subsection (). and added
46.04.040(e). subsection if).

Effect of amendments. — Tlie 1084 The 1986 amendment in the introduc—
amendment substituted "other than AS  tory language of subsection (@) inserted
46.03.250 — 46.03.314, or a provision of = *or AS 46.09" in two placss.

35



8§46.03.765

Alaska Statutes

§46.03.770

NOTE8 TO DECISIONS

Thi9 section nnd AS 16.03.790 k> id
not unconstitutional. — See Stock v.
State, Sup. Ct. Op. No. 1076 (File No.
2007), 526 P.2d 3 (1074) decided prior o
the 1976 amendment of those sectias.

Collateral references. — Injunction
against pollution of stream by private per—
Sons or corporations. 46 ALR 8

When statute of limitations commences
10 run as t action against municipality
for damages to riparian premises by pollu—
tion of stream by discharge of sewage. 122
ALR 1509.

Tenant§ remedy Oafc;i
%ngful pollution of vaters. 12 ALR2d

l;AIeasureOfandI Ielements of damages fg

ution of vell, cistemn, or spri

R[I)_RZd 769. o
Measure and elements of damages for

pollution of stream. 49 ALR2d 253.
Landowner s right 1o reliefagainst pol—

lution of his water supply by industrial or

commercial weste. 39 ALR3d 910.

Sec. 46.03.765.

Quoted in State v. Alaska Intl Air,
Irc., Sup. Ct. Op. No. 1409 (FileNo. 2808),
562 P.2d 1064 (1977).

Maintainability in state court of class
action for reliefagainst air and water pol —
luon. 47 ALR3d 769.

Preliminary mandatory injunction to
prevent, correct, or reduce effects of pol—
luting practices. 49 ALR3d 1239.

Liability of water supplier for damages
resulting from fumishing impure water.
54 ALR3d 9%.

Validity of state statutory provision
permitting adninistrative agency t im—
pose monetary peralties for violation of
environmental pollution statute, 81
ALR3d 1258.

Recovery in trespass for injury t land
c?lééed by airborme pollutants. 2 ALR4Ath

Injunctions. The superior court has jurisdiction to

enjoin a violation of this chapter, AS 46.04, or AS 40.09 or ofa regula—

tion, a lawful order of the department, or permit, approval,
tance, or term or condition of a permit, approval,
under this chapter, AS 46.04, or AS 46.09.

or accep—
or acceptance issued
In actions brought under

this section, temporary or preliminary reliefmay be obtained upon a
showing of an imminent threat of continued violation, and probable
success on the merits, without the necessity ofdemonstrating physical
irreparable harm. The balance ofequities in actions under this section
may affect the timing of compliance, but not the necessity of compli—

ance within a reasonable period ol

time. (810 ch 220 SLA 1976; am

86 ch 266 SLA 1976; am &7 ch 116 SLA 1980; am &10 ch 59 SLA

1986)

Effect of umcndments. — The 1986
amendment in the first sentence inserted
“or AS 46.09”7in two places nnd substi-

luleu a comma for "or"* folloving "thi,.
dlapter’ ”in two places in the first sen-

Sec. 46.03.770. Detention of vessel without warrant as secu—
rity for damages. A vessel that is used in or in aid of a violation of
AS 46.03.740 — 46.03.750 may be detained after a valid search by the
department, an agent of the department, a peace officer of the state, or
an authorized protection officer of the Department of Fish and Game.
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846.03.790 Alaska Statutes 846.03.790

Revisor Srnotes. — In 1982, three ref— amendment in subsection (@) inserted "or
erences in 1) of this section were changed  AS 46.09," in three places and substituted
from "AS 43.047 10"'AS 46.04" tocorrecta g comma for *'or'* fol lowing "this chapter””
manifest enor. in three places.

Effect of amendments. — The 1986

Sec. 46.03.790. Criminal penalties, (@) Except as provided in (d)
— (P of this section, a person who negligently violates a provision of
this chapter, AS 46.04, or AS 46.09, or of a regulation, lawful order of
the department, or permit, approval, or acceptance, or term or condi—
tion ofa permit, approval, or acceptance issued under this chapter, AS
46.04, or AS 46.09 is guilty of a class B misdemeanor.

(b) Except as provided in (d) — () of this section, a person who
knowingly violates a provision of this chapter, AS 46.04, or AS 46.09,
or of a regulation, lawful order of the department, or permit, approval,
or acceptance, or term or condition of a permit, approval, or accep—
tance issued under this chapter, AS 46.04, or AS 46.09 is guilty of a
class A misdemeanor.

(© Each day on which a violation described in this section occurs is
considered a separate violation.

(d) Notwithstanding (&) and (b) of this section, a person who fails to
provide or falsely states information required under AS 46.03.755, AS
46.04, or AS 46.09 isguilty ofa misdemeanor and, upon conviction, is
punishable by a fine of not more than $25,000, or by imprisonment for
not more than one year, or by both. Each unlawful act constitutes a
separate offense.

(e) Notwithstanding (@) and (b) of this section, a person who know —
ingly (D) transports any hazardous waste to a facility without a permit
required under AS 46.03.250 — 46.03.314; (2) treats, stores, or dis—
poses of hazardous waste without a permit required under AS
46.03.250 — 46.03.314; or (3) makes a false statement or representa—
tion in an application, label, manifest, record, report, permit, or other
document filed, maintained, or used for purposes of compliance with
the hazardous waste provisions of AS 46.03.250 — 46.03.314 or regu—
lations adopted under those provisions, is punishable by a fine of not
more than $10,000 per day or bv imprisonment for not more than one
year, or both.

() Notwithstanding the penalty provisions of (@) — to) of this sec—
tion, a defendant that isan organization is, upon conviction ofa viola—
tion of any of the provisions listed in this section, subject to the penal —
ties setout in AS 12.55.035 (©). (8 3 ch 120 SLA 1971; am §11 ch 220
SLA 1976; am 8 8 ch 266 SLA 1976; urn 8 8, 9 ch 116 SLA 1980; am
88 11, 12 ch 93 SLA 1981; am 8 112 ch 59 SLA 1982; am 8 8 ch 77
SLA 1984; am 88 12 - 14 ch 59 SLA 19b)
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§46.03.800

Cross references. — For sentences for
misdemeanors, see AS 12.55.03%5 and
12.5.13%5.

Effect of amendments. — The 1984
amendment substituted “Except as pro—
vided in () -- if) of this section, a person
who regligently violates” for A person
who violates or who causes or permits a
violation of insubsection (@) aid "Except
as provided in<d) — (0 of this secion, a
person who knowingly violates a provi—
sion of this chapter or AS 46.04" for ""A
person who wiHully violates a provision of
this chapter’ insubsection (), deleted "@)
or () of receding "‘this section” in sub—
section (§ added Totwithstanding @)
and 1(E)) this section” at the beginning of
the first sentence in rubsection (@), and
added subsections (© and @).

Water, Air, Energy, Etc.

§46.03.800

The 1986 amendment inserted "or AS
46.09" in subsection @) in two placss, In
subsection (b) intwo places nnd In subsec—
tion [d) and made related word and punc—
tuation

Opinions of attorney general . — Pro—
posed regulation establishing compliance
with management practice under AS
41 17 end regulations as an affimative
defeme to prosecution for alleged water
quality violations for the forestry industry
alore would cause an equal protection
problem; executive agency cannot, by reg—
ulation, create an affirmative defense t©
what the legislature has determined
should be prosecuted. 1980 Op. Atty Gen.
No. 10.

NOTES TO DECISIONS

This section and AS 46.03.760 held 2007), 526 P.2d 3 (1974) decided prior tO

not unconstitutional. — See Stock v,
State, Sup. Ct. Op. No. 1076 (File No.

Collateral references. — Necessity of
showing scienter, knowledge, or intent, in
prosecution for violation ofair pollutionor

the 1976 amendment of thoBe sections.

smoke cotrol statute or ordinance. 46
ALR3d 758.

Sec. 46.03.800. Water nuisances, (@ A person is guilty of creat—

ing or maintaining a nuisance ifthe person puts a dead animal car—
cass, or part of one, excrement, or a putrid, nauseous, noisome,

decaying, deleterious, or offensive substance into, or in any other

manner befouls, pollutes, or impairs the quality of, a spring, brook,

creek, branch, well, or pond of water which is or may be used for
domestic purposes.

() A person who neglects or refuses to abate the nuisance upon
order of the department isguilty ofa misdemeanor and is punishable
as provided in AS 46.03.790. In addition to this punishment, the court
shall assess damages against the defendant for the expenses of abat—
ing the nuisance. (83 ch 120 SLA 1971)

Pol lution control agency; right tomain-
tain action t wnjoin public nuisance as
afTected by existence of pollution control
agency- 60 ALK3d 66b.

Collateral references. — Balance of
convenience or sceial utility: modem sta-
tus of rulles as to balance of conveniience or
social utillity as alfecting relief from nui-
sancs. 40 ALR3d 601.
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846.04.025 Water, Air, Energy, Etc. 846.04.030

Cross references. — For aml penal- Editor"s notes. — Section 311 of the
ties fordischarges ofall, see AS 46.03.758.  Clean Water Act, referred t in subsec-
For cml actions for pollution, see AS  tians (b) and (c) may be found in 33
46.03.760. For provisions imposing strict  U.S.C. &131.
licbility for discharge of hazardous sub—
stances, see AS 46.08.82.

Sec. 46.04.025. Confidential information. The department may
maintain the confidentiality of a manufacturer 3 proprietary technical
information relating to chemical and biological agents used to control
or mitigate the effects ofan oil discharge. The department may refuse
to release the information unless the manufacturer authorizes its re—
lease or unless a court orders itsrelease. The department may provide
the information to the Department of Fish and Game and other state
and federal agencies ifthe department or other agency requesting the
information agrees to maintain its confidentiality. (82 ch 116 SLA
1980)

Sec. 46.04.030. Oil discharge contingency plans, (& A person
may not cause or permit the operation ofan oil terminal facility in the
state unless an oil discharge contingency plan for the facility has been
approved by the department. The department is the only state agency
which has the power to approve an oil discharge contingency plan for
the purposes of this section.

(b) After January 1, 1981, a person may not cause or permit the
operation of an offshore exploration or production facility in the state
unless an oil discharge contingency plan for the facility has been
approved by the department.

(@© A person may not cause or permit the transfer of oil to or from a
tank vessel, or, after January 1, 1981, to or from an oil barge, unless
an oil discharge contingency plan for the tank vessel or oil barge has
been approved by the department. Except for prosecutions under AS
46.03.790(b), it is not a defense to an action brought for violation of
this subsection that the person charged believed that a current oil
discharge contingency plan for the tank vessel or oil barge had been
approved by the department.

(@ An oil discharge contingency plan must be renewed at least
every three years.

(©) The department may attach reasonable terms and conditions to
its approval of an oil discharge contingency plan which itdetermines
are necessary to insure thut the applicant for an oil discharge contin—
gency plan has access to sufficient resources to protect environment—
ally sensitive areas and to contain, clean up, and mitigate potential oil
discharges from the facility or vessel within the shortest feasible time.
The oil discharge contingency plan must provide for the use of the best
available technology by the applicant. The department may require
an applicant to undertake discharge exercises.
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§ 4604040 Alaska Statutes § 4604040

(® The department, after notice and opportunity for hearing, may
modify its approval of an oil discharge contingency plan if it deter—
mines that a change has occurred in the operation of a facility, marina
or vessel necessitating an amended or supplemented plan, or the oper—
ator 3 discharge experience demonstrates a necessity for modification.
The department, after notice and opportunity for hearing, may revoke
its approval of an oil discharge contingency plan if itdetermines that

(D approval was obtained by fraud or misrepresentation;

(2 the operator does not have access to the quality or quantity of
resources identified in the plan; or

(@ a term or condition of approval has been violated. (82 ch 116
SLA 1980)

Cross references. — Forstatusand re-  AS 3.5, see 81%3g), ch. 116, SLA 1980,
newal of ail and ill contingency plans  in the Temporary and Special Acts and
approved during fisal year 1980 under Resolwes.

Sec. 46.04.040. Proof of financial responsibility, (@ A person
may not cause or permit tbe operation ofan oil terminal facility in the
state unless the person has furnished proof of financial ability to re—
spond indamages which has been accepted by the department. Ability
to respond in damages need not exceed $50,000,000 but must be inan
amount (D) not less than $10, per incident, for each barrel of storage
capacity at the oil terminal facility; or (2) $1,000,000, whichever is
greater.

(b) After July 1, 1981, a person may not cause or permit the opera—
tion ofan offshore exploration or production facility in the state unless
proof of financial ability to respond in damages has been accepted by
the department. Proof of financial responsibility may not be less than
$35,000,000 per incident.

(© A person may not cause or permit the transfer of oil to or from a
tank vessel, or, after January 1, 1981, to or from an oil barge, unless
proof of financial responsibility for the tank vessel or barge has been
accepted by the department. Financial responsibility under this sub—
section shall be in the following amounts:

(1) for a tank vessel or oil barge involved in the transportation of
trans-Alaska pipeline oil, the amount required by the Federal Mari—
time Commission under 43 U.S.C. 1653(c)(3) (sec. 204 (©@), Trans-
Alaska Pipeline Authorization Act);

(2 for any other oil barge, the amount required by 8311(p)(1) of
the Clean Water Act, or $1,000,000, whichever is greater;

(@) forany other tank vessels, the amount required by 8311(p)( D of
the Clean Water Act, or $20,000,000, whichever is greater.

(d) Except for prosecutions under AS 46.03.790(b), it is not a de—
fense to an action brought for violation of (C) of this section that the
person charged believed in good faith that the vessel operator pos—
sessed proof of financial responsibility accepted by the department.
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STEVE COWPER, GOVERNOR

ft
DEPARTMENT OF [IEVENVE ELEVENTH FLOOR
STATE OFFICE BUILDING
P.0. BOX SB
TREASURYDIVISION JUNEAU, ALASKA 99811-0400

March 3, 1988

The Honorable Mitch Abood

Chairman, Senate State Affairs Committee
Alaska State Legislature

P.O. Box V

Juneau, AK 99811

Dear Senator Abood:

The enclosed materials contain proposed amendments to SB 328 and SB 341 that
would do three things:

1. generally authorize in permanent statutes the Alaska State Building
Authority ("ASBA") to provide lease-financing for state equipment
subject to approval by law (SB 341 amendments);

2. specifically authorize ASBA to provide lease-financing or refinancing
for state equipment under a master lease program (SB 328, amendment
nos. 1-5);

3. place the provisions contained in section 3 of SB 341, allowing
transfer of ASBA land and buildings (or equipment) to governmental
entities at less than appraised value, in SB 328 as well (SB 328,
amendment no. 6).

The amendments to SB 341 are necessary to have a tax-exempt entity to serve as
lessor under the master lease program that the state may undertake, as
described in the enclosed letter of March 1, 1988 from John Andrews,
Commissioner of Administration.

The third item above (SB 328, amendment no. 6) will help ensure that costs of
the Anchorge court facility financing are minimized if SB 341 does not pass

but SB 328 does. This amendment is necessary because ASBA owns part of the
property on which the facility would be constructed.

Sincerely,

Milton B. Barker
Deputy Commissioner

MBB/gb
88-60

Enclosures

04-012LH



SB 328
Amendments
Suggested by Department of Revenue

Amendment No. 1

Change title to "An Act authorizing three Alaska State

Building Authority public building
projects, equipment lease-financing
proiects, [AND] lease-financing agreements
for the projects, and sale of Alaska State
Building Authority land or public
buildings or equipment at less than
appraised value; and providing for an
effective date."

Amendment No. 2

Insert a new section 4 to read:

and

Sec. 4. The Alaska State Building Authority may
acquire new equipment or equipment on lease to the
state at the time of its acquisition by the
authority, and provide financing orrefinancing for
such acquisitions, for lease to the state under a
master lease program.

renumber succeeding sections.

Amendment No. 3

Amend

*

renumbered section 5 (existing section 4) to read:

Sec. 5. Sections 1 through 4 [. 2, AND 3] of this
Act give the approval referred to in AS
18.55.100(d).

Amendment No. 4

Insert

and

*

a new section 7 to read:

Sec. 7. The Departmentof Administration may enter
into one or more lease-financing agreements with
the Alaska State Building Authority for the
financing or refinancing of equipment purchases by
the state under a master lease program.

renumber succeeding sections.



Amendment No. 5

Amend

renumbered section 8 (existing section 6) to read:

Sec. 7 Sections [SECTION 5] 6 and 7 of this Act
give [GIVES] the. approval referred to in AS
36.30.080(c).

Amendment No. 6

Insert a new section 9 to read:

and

Sec. 8. AS 18.55.255 is amended to read:

Sec. 18.55.255. PROCEDURE FOR SALE OF LAND OR
PUBLIC BUILDINGS OR EQUIPMENT (a) Except as
provided in (b) of this section, sale [SALE] of
land or a public building or equipment must [SHALL]
be by public auction or by sealed bids at a price
not lower than the fair market value determined by
an appraisal made within 180 days before [OF] the
sale by a qualified appraiser. Public notice must
[SHALL] be given by publishing notice of the sale
at least once a week for two consecutive weeks in a
newspaper of general circulation within the area in
which the property to be sold is located”, and by
posting notice of sale in at least two public

places in the area. In no event may [SHALL] the
auction be held less than 30 days after the last
day of publication. If no acceptable bids are
received”™ the authority may sell the property at
negotiated sale[,] within six months after [OF] the
date of the auction. A negotiated sale may not be
made on an appraisal made more than nine months
before the date of sale. The price at a negotiated

sale may not be less than the appraised value.

(b) Land or a public building or equipment may
be sold to a state or federal agency, or political
subdivision, for less than the appraised value
without competitive bidding, upon terms that the
board determines to be fair and proper and in the
best interests of the public. The board shall
consider both the nature of the agency's or
political subdivision's public services or
functions and the terms under which the land or
public building or equipment was acquired by the
authority .

renumber existing section 7 as section 10.
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CS SB 328 (SA)
Fiscal Note Analysis

The projected annual savings on refinancing state equipment leases and the
Seward Student Service Center through its acquisition by the Alaska State
Building Authority as well as the additional nual lease-financing rental
payments for the Anchorage and Fairbanks court facilities are estimated in the
attached table.

The present value of the savings ori the Seward facility would be $1,177,246,

representing a savings of 21.6 percent of the amount of bonds issued. This is
far above the State Bond Committee’s criteria of 3 percent savings to justify
a refinancing.

The reward refinancing would reduce the required lease payments to be made by
the State Bond Committee for Seward as detailed in the attached January 6,
1988 memo. However, because the actual interest rate on the refunding
debt—and therefore the actual reduction in debt service—will not be known
until the bonds are sold, no reduction should be made to the $11,769,042.33
appropriation to the State Bond Committee for FY 89 lease payments. The FY 89
savings would lapse and future appropriations would be reduced.

Please see the attached letter of December 4, 1987 from John Andrews for
additional information on the Seward refinancing.

No appropriation is required for FY 89 or FY 90 lease payments for the court
facilities. They will be paid as capitalized interest from bond proceeds.
Subsequent lease payments will require appropriation.

The court facilities have already been authorized by law. The lease costs
shown for the court facilities generally are expected to be incurred with or
without this legislation. This legislation, by possibly substituting the
Alaska State Building Authority for municipal or other issuers, should reduce
financing costs.

The savings from a master lease refinancing of state equipment leases would
accrue to individual agency budgets. As presently envisioned, the State Bond
Committee would make the lease payments on the master lease but these payments
would be funded by Reimbursable Services Agreements (RSA’s) from the agencies
that purchased the equipment. Information developed from implementation of
the program should permit identification of specific lease costs and savings
in specific agencies which could be deleted and replaced with a single
appropriation to the State Bond Committee.

The present value of the savings from a master lease refinancing of state
equipment leases was estimated in June of 1987 at $424,000 or 6.3 percent of
the amount of the refinancing. Interest rates are currently below the June
1987 level. Please see the attached letter of March 1, 1988 from John Andrews
for more information on the master lease program.



CS SB 328 (SA)
Fiscal Note Analysis

Lease-Financing Costs (Savings)

Anchorage Fairbanks Equipment
Fiscal Seward Student Court Court Lease
Year Service Center Facility Facility RefinancinK
1989 $ (597,605) $(2,143,460)
1990 (83,811) : - 136,406
1991 (77,056) $ 1,855,000 $ 630,000 98,534
1992 (88,251) 8,222,750 2,793,385 479,273
1993 (90,453) 8,221,350 2,795,505 1,381,766
1994 to
maturity (615.152) 148.972.828 50.290.143 -

Total $(1,552,328) $167,271,928 $56,509,033 $  (47,480)

Total

$ (2,741,065)
52,595
2,506,478
11,407,157
12,308,168

198.647.819
$222,181,152



STATE OF ALASKA
DEPARTMENT (F REVENUE

MEMORANDUM

T0: Jay Hogan
Associate Director
Budger Review
O ffice of Management & Budget

PROM: Milton e. Barker °
Deputy Commissioner
Department of Revenue

DATE: January 6, 1988

RE: FY 89 Deht Service and Front Sections

The amounts required for debt service and trustee fees to be paid by the State
Bond Committee during FY 89 are:

Debt Trustee

Service Fees Fund Source

General Obligation Bonds $135.511,971 $80,000 General Fund

International Airports 8,716,705 50,000 International Airports
Revenue Bonds Revenue Fund

New "front sections” of the general appropriations bill are proposed to
appropriate the lease rental payments that the State is required to make to

1. the Alaska State Building Authority for lease of facilities
constructed with the proceeds of lease revenue bonds issued by that

agency, at the time, the Alaska State Housing Authority;

2. the City of Seward for lease of the Spring Creek Correctional Center
which was constructed with the proceeds of Certificates of

Participation Issued by the City;

3. Delta Fox, Ltd. for lease of the Seward Student Service Centex which
was constructed with the proceeds of Certificates of Participation
issued by Delta Fox, Ltd; and

4, the City of Palmer for lease by the Court System of a courthouse in
Palmer which is to be constructed with the proceeds of revenue bonds

issued by the city.

The State's lease payments are the security for the bonds and certificates.

As indicated by the attached letter from Standard & Poor's, failure to make

these lease payments would have similar consequences for the State's credit

standing and ability to borrow as a default on the State's general obligation
bands would have.



Jay Hogan
January 6, 1988
Page 2

The proposed "front section” would read:

* Sec. . The sum of $11,769,042.33 is appropriated from the general
fund to the State Bond Committee for lease payments to the Alaska
State Building Authority, City of Seward, Delta Fox, Ltd, and City of
Palmer.

This appropriation is not net of a $39,115.40 rebate of Seward Student Service
Center rent that the Department of Administration had rece.ved pursuant to
Section 5.6 of the Seward Student Service Center Commercial lease (attached).
The rebate would no longer be used for payments on other facilities as it was
when the lease-purchase rental payments were part of a global leasi
appropriation. Instead, the rebate will be deposited in the general fund as
unrestricted revenue.

1
The amounts of lease payments to maturity of the lease revenue bonds and
certificates are as follows:

Student Palmer
ASBA Bonds Spring Creek Service Center* Courthouse
E 89 $ 6,541,035.25 $ 401876688 $ 84227520 $ 366,965.00
90 6,555,108.39 4,333,923.84 850,67;.95 366,527.50
E 91 6,550,755.90 4,333,923.84 850,697.95 365,577.50
92 6.567,048.41 4,333,923.84 850,697.95 366,117.50
Fy 93-94 9,096,153.75 8,667,847.68 1,701,395.90 726,545.00
Py 95-06  1.536.107.50 53,090,568.18 4,295.603.52 5,008,528.75

$36,846,209.20 $78,778,954.26  $9,391,368.47 *$7,338,037.50

87 actual expenditures for the above items were:

General Obl'gation Bonds $154,922,445.86
International Airports Revenue Bonds
Revenue Fund $5467,306.83
Construction Fund 2,016,255.33

$7,483,562.16

1 These amounts are not net of the $39,115.40 rebate. The amounts for FY 90
through Fy 94 are escalated per Section 5.2 of the Commercial Lease assuming
a 10% Increase in the CPIl and escalated further for Fy 95 - 99 assuming a
further 10% CPI increase to $859,120.70 per annum.



Jay Hogan
January 6, 1988
Page 3

Alaska State Building Authority
Lease Payments $6,518,100.00

Certificates of Participation $5,326,653.20

Likethe Fy 88 general appropriations act, an additional "front section" for
Fy 89 is required which would read as follows:

* Sec. , The amount of the Rebate Requirement, as defined by
Resolution No. 86-5 of the state bond committee, is appropriated from
the International Airports Revenue Fund to the state bond committee
for deposit in the Rebate Fund established by Resolution No. 86-5 of
the state bond committee.

The section appropriates the arbitrage earned on International Airports
Revenue Bonds, Series G, to a Rebate Fund for payment to the United States
government. The arbitrage rebate is required by the Internal Revenue Code and
regulations. The appropriation request from the International Airports
Revenue Fund is required by section 16.09 of Resolution No. 86-5 of the State
Bond Committee which authorizes the Series G bonds and which reads in part:

"Rebate Fund. There is hereby created and established with the
Trustee a Rebate Fund. Not- withstanding anything in the Resolution to
the contrary, amounts deposited in the Rebate Fundshall not constitute
Revenues and are not pledged as security for payment of the Bonds of
Series G or any other Bonds or obligations issued pursuant to the
Resolution, but shall be held by the Trustee hereunder solely in trust
for the benefit of the United States

Prior to December 31 of each Fiscal year, the State shall estimate
the amount of the Rebate Requirement for the next jucceeding Fiscal year
(including any deficiencies in the amounts deposited in the Rebate Fund
with respect to any prior Fiscal year), and shall include such amount in
the budget for the Revenue Fund for such next succeeding Fiscal year.'

MBB/gh
Attachment

cc: Hugh Malone
Marsha Hubbard

9419H



25 Broadv/ay. New York. New York 10004

December 29, 198JL

Mr. Milt Barker
Deputy Commissioner

Department of Revenue ALASKA DEPARTMENT OF REVENUE
11th Floor State O ffice Bldg TREASURY DIVISION
Pouch, SB JUNEAU

Juneau, Alaska 99811
Dear Mr. Barker:

I would like to respond to your letter of December 13,
regarding our views on lease obligations.

Lease Payments are viewed in essentially the same light
as debt service on general obligation bonds, regardless of
whether the obligation is cancellable due to non-appropriation.
In fact, debt obligations secured by lease payments are included
in our computations for overall debt burden.

Many states do not consider lease rental debt under debt
limitation laws, primarily because legal interpretations view
the obligations to pay rent as an annual budget item, and not

a long term debt with a continuing appropriation. The fact
remains, however, that the debt is still outstanding, and payable
for as long as the property is being used by the lessee. W hile
many leases permit non-payment of rent and cancellation of lease
obligations, Standard Poor's would be very concerned about an
issuer's general obligation rating, in those cases where leases

were cancelled as a ploy to avoid paying debt obligations.

I've enclosed some information regarding our approach to
rating lease-rental debt obligations. If you have any further
questions, feel free to contact Vliadimir Stadnyk or myself at
(212) 201-1767.

Richard P. Larkin
Managing Vice President
Municipal Finance Department

cc: V. Stadnyk
T. Arthur



issued for each July. The percentage increase, 1if any, in the CPI
issued for July 1989 and July 1994 over the CPl issued for July 1984
will determine the maximum allowable adjustment of variable costs over
the original Rent. The adjustment 1is not cumulative; it 1is to be
computed irom the base CPI, July 1984 for both the 1990 and the 1995
adjustment actions. Adjusted annual Rental Rate will be computed as
follows:

[(10% x Rent) x % of change in CPI] + Rent = Adjusted Annual Rental
Rate

No retroactive adjustments will be allowed:
State"s Obligations and Remedies

State®s obligation to pay Rent due with respect to the Premises and to
perform 1ind observe all other covenants and agreements of State
contained herein shall be absolute and unconditional except for the
failure of the Legislature to appropriate funds; and the Rent due and
payable hereunder shall be made without notice or demand and without
set-off, counterclaim, abatement, deduction or defense except that
State may offset against the Rent an amount not to exceed $

for claims due to State by Landlord under this Lease and the7Ground
Lease. However, nothing herein shall be construed to release Landlord
from the performance of its obligation and State may institute such
legal action against Landlord as State may deem necessary to compel the
performance of such obligation.

Nonsubstitution

If this Lease is terminated by State 1in accordance with Section 3.1,
State agrees for a period of one year that its Department of Education
will not to construct, purchase, lease, operate, contract for or use
any facilities which are functionally similar to the Premises or any of
the uses which are functionally similar to any of the uses of the
Premises, and agrees not to permit functions similar to those performed
through the use of the Premises to be performed by an agency or entity
affiliated with or hired by or for the Department of Education.

Budget Request and Appropriation

State will, prior to the commencement of each fiscal year for which
this Lease is in effect, include the Rent due in such fiscal year in
its annual budget request to the Legislature. State agrees to use any
appropriation legally available for the Rent and to immediately
encumber available appropriations for such payments prior to allocating
or encumbering funds for the projects or costs for which no legal
obligation to pay exists.

Consideration for Advance Rent

Concurrently with the payment by State of the Annual Rent, Landlord
shall pay to State the sum of $39,115.40 as consideration for payment
of the Rent one year 1in advance, except that such payment shall be
proportionately reduced to the extent that State exercises a right of

offset pursuant to Section 5.3.
-4-



“ M I ‘ I F M $ l | STEVE COWPER, GOVERNOR

DEPARTMENT OF REVENUE ELEVENTH FLOOR
STATE OFFICE BUILDING
P.0. BOX SB
TREASURY DIVISION JUNEAU, ALASKA 99811-0400

December 4, 1987

The Honorable Jan Faiks
Senate President

Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Dear Senator Faiks:

"0

In compliance with AS 36.30.080(c), | wish to inform you that the Department
of Administration intends to enter into a lease-financing agreement for the
Seward Student Service Center which may have annual rent in excess of
$1,000,000 to be paid by the State. The agreement is expected to be with the
Alaska State Building Authority (ASBA) as lessor. The State would assign its
purchase option under an existing lease-financing agreement to ASBA. ASBA
would issue debt and use the proceeds to exercise the purchase option. State
lease rental payments under the new lease-financing agreements with ASBA would
pay the debt service on ASBA debt. The reason for this undertaking is that
the State's lease rental payments will decrease significantly under the new
lease-financing agreement as a result of declines in interest rates. The
current lessor's proceeds from sale of the leased facilities to ASBA will be
used to payoff currently outstanding debt issued by the current lessor.

Under the proposed lease-financing agreement, ASBA would acquire the Seward
Student Service Center from Delta Fox, Ltd. (formerly Dick Fischer
Development, Inc.) at one of the prices listed below:

Seward Student Service Center

Closing Date of Property Sale Price
July 1 - July 30, 1988 $5,236,740.00
July 1 - July 30, 1989 $4,988,016.00
July 1 - July 30, 1990 $4,717,860.00
July 1 - July 30, 1991 $4,422,324.00
July 1 - July 30, 1992 $4,094/40.00
July 1 - July 30, 1993 $3,778,756.00
July 1 - July 30, 1994 *$3,360,876.00
July 1 - July 30, 1995 $2,942,952.00
July 1 - July 30, 1996 $2,474,832.00
July 1 - July 30. 1997 $1,952,004.00
July 1 - July 30, 1998 $1,370,520.00
July 1 - July 30, 1999 $ 722,484.00

04013LH
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The Honorable Jan Faiks
December 4, 1987

Page 2

The Seward Student Ser’ice Center is a student lounge and recreation cor,
for the Alaska Vocatioi al-Technical (Vo-Tec) Center at Seward. The Vo-Ti:c
Center is the only State-operated adult vocational training facility in the
State. The Center was completed and occupied by the State in April 1985.

Assuming the sale is closed during July 3 to Ju’ly 30, 1988, the purchase price
would be $5236,740. The anticipated amount of the ASBA financing for this
project would be $5,440,000 including the costs of issuance. The resulting
anticipated annual lease rental payments by the State compared to existing
payments would be:

Seward Student Service Center

Fiscal

Year Anticipated Rent Existing Rent Savings
1989 $ 205,555 $ 803,160 $ 597,605
1990 719 349 803,Iu0 83,811
1991 729,292 806,348 77,056
1992 721,299 809,550 88,251
1993 722,311 812,763 90,453
1994 713,554 815,990 102,437
1995 726,705 819,230 92,524
1996 716,044 822,482 106,438
1997 726,954 825,747 98,793
1998 720,573 829,025 108,452
1999 725.809 832,317 106.508
TOTAL i2-.A2ZxAA5. . $8,979,772

Notes to Seward Student Service Center Table:

1. '1989 anticipated rent is reduced by $460,872.50; the reduction is
calculated as follows: June 10, 1988 Existing Rent Payment of $723,592.30
which is net of $79,567.50 to be paid to the Slate on July 2, 1988,
representing savings on the 1986 refunding certificates - credit for
payment one year advance - (certificates outstandingX 103% call premium -
purchase price - reserve fund).

2. 1989 and later existing rents are reduced by the .credit for payment one
year in advance.

3. 1991 and later existing rents have been escalated by tho July 1984 toJuly
1986 increase in the Anchorage CPl pursuant to inflationadjustment

provision of the lease.



The Honorable Jan Faiks
December 1987
Page 3

The present value of the saving- to the State is estimated at $1,177,246 using
the estimated 6.9144 percent true interest cost on the proposed ASBA financing.

Sincerely yours

John Andrews
Commissioner of Administration

JA/HB/gb
8534H



STEVE COWPER, GOVERNOR

DEPARTMENT OF ADMINISTRATION 0. BoxC

JUNEAU. ALASKA 99811-0200

PHONE: (907) 465-2200
OFFICE OF THE COMMISSIONER

March 1, 1988

The Honorable Jan Faiks
Senate President

Alaska State Legislature
P.O. Box V

Juneau, Alaska 99811

Dear Madam President:

In compliance with AS 36.30.080(c), | wish to inform the Legislature that the
Department of Administration intends to enter into one or more lease-financing
agreements for the financing or refinancing of State equipment purchases.
Enclosed is an Attorney General's opinion of September 17, 1987 indicating
that equipment lease-financing is subject to AS 36.30.080(c).

This project or projects would involve the consolidation of individual Ipase-
purchases from any or all State agencies into one or more "master leases." All
equipment purchases under a given master lease would be financed in a single
transaction. The enclosed memorandum of September 28, 1987 from Government
Finance Associates, Inc. describes the project in more detail.

The main advantage in using a master lease is a significant “eduction in
interest cost. The average interest rate on State equipment leases out-
standing as of July 1, 1987 was 13.86%. Interest costs on a master lease-
financing would currently be expected to be in the range of six to seven
percent. Vendor financing on current equipment purchases could be expected to
be in the range of 9.5 percent.

The refinancing of outstanding State equipment leases is estimated to require
issuance of financing obligations in the amount of approximately $10 million
with annual rental payments of approximately $2.85 million assuming a 6.5%
interest cost and four year final maturity. The amount of outstanding State
equipment leases as of July 1, 1987 was $6,617,494. The estimated $10 million
financing would allow for some increase in outstanding leases prior to the
refinancing, a possible reserve fund, and other costs of issuance.

The enclosed proposal of Shearson Lehman Brothers estimated in June of 1987
that refinancing equipment leases would produce present value savings of
$424,000 which would be 6.3% of the amount of the refinancing. Interest rates
are currently below the June 1987 level. The State hond committee has used a

Pbsavings as its guideline for endorsing refinancings.

The financing of new equipment purchases during fiscal year 1989 could require
issuance of financing obligations up to the amount of approximately $30
million, resulting in annual rental payments of approximate'.y $8.55 million



The Honorable Jan Falks
March 1, 1988
Page 2

assuming a 6.5% interest cost and four year final maturity. The amount of
potential financing includes $9,060,100 for equipment purchases contained in
the Governor's proponed fiscal year 1989 operating budget and $17,442,100 in
the capital budget, us well as allowance for possible reserve funds and
issuance costs.

The dollar amount of $30 million is undoubtedly a high estimate. The capital
budget figure is the total for all line items which include equipment. Mar.y
line items include purposes other than equipment. Enclosed is a listing of
the items in the capital budget with those which include equipmentunderscored.
The largest single item is $10 million for a State equipment fleetreplacement
program.

The availability of a master lease program will save money for the State where
equipment has been or would otherwise be purchased through vendor or other
lease-financing.Where the equipment would otherwise be purchased for cash,
the master .Lease would engender additional State outlays over time for Interest
costs and Increase total State indebtedness.

The $30 million financing amount for new equipment is based onproposed
appropriations for cash purchases. Undoubtedly, many such purchaseswould be
consummated for cash. However, in some cases, agencies might want to use a
master lease program. To the extent this occurred, fiscal year 1989
appropriations might be lapsed, to be replaced by increased contractual
services appropriations in subsequent years.

Because lease-financing that is used in place of cash purchases

concerns about increased debt loads and increased future b>J* r, the
Administration will carefully consider implementation of any m'eu «se
program for new equipment purchases. Availability of master lea,c financing
may be restricted in those cases where appropriations for cash purchases are
available, except for overriding concerns that might arise, such as a cash
shortage in the e°neral fund. Thus, far less than $30 million would actually
be expected In -.aster lease financing for new equipment purchases.

Yours truly

John M. Andrews
Commissioner of Administration

JMA/MB/mem
Enclosures
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Government Finance Associates, Inc.

1300 S.W. 5th Avenue, Suite 2929
Portland, Oregon 97201
503/222-1405

T0: &‘w%& ER HUGH MALONE

FROM:  GOVERNMENT FINANCE ASSOCIATES, INC.

SEPTEMBER 28, 1987

RE: STATE OF ALASKA MASTER LEASE PROGRAM

| INTRODUCTION

Lease purchase financin can e an attractive alternative to individual vendor leases or
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The State a¥ have several reasons to pursue a master lease financing. These needs fall
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Government Finance Associates, Inc.

A. Policy issues

1 Coordination and planning

T emth&ﬁ“"RS‘Péd{}n' e S °£dt%%t%é%t?%“%%f*r%“rﬁthf%r
mmrste i te eases Coargin efu ure Ic requirements,
£arson Cilde rent eXistn eas C0 tracts A aster le se
rogra wiol those con racts errreu aymens ogr aSi
ercontractwrt coor ate ents e State cou coset ake on|
Arents Ayear as| |ca m fcates o artrcrpa lon, or monthypayment as IS
ypical In tr ional leade

gtconﬂ [ th the ce ||zat|on of lease fmaﬂcmsq throuc%h a master Iease Rro ram, the
ate s ns| r r rtﬁ p]the amount of leasin ¥ear as wel ?] %Qe or cost
t en{. lease, matic n ed irst stage of t

groc% spntr gat uld set ast ngg é”Pmrt on ﬁt? Yo

ecl .
)6 tala ount 0 ?Ie e fingncing
e%urpmen mr maﬁypeseaﬁs ercent Stal et, a percent 0 rue ash
Valug, or a ollarsrﬂerca ntbrswa é fate sno IS mordma X
ncreasesm ease i ancr whr q ecom r enta ors O(edrtram further
Imit on hemy e or cost of'e uereJ Inanced should he articulated In that s
equipment nght more reasonably be purchased through current approprratrons

2 Lower costfinancing

Indrvr ual vendor Ie sesusua chareahr%herraethan the borrowing r forth
vera ove mena msjta es, vendor rates ranpee urP %, Inf e
ears ca culate averaemterestr outstandi geases é
m tem vidual sma er leases, the cost of borrowing can be' lowere

to near the ge ra ob Igation deb t rate.

3 Financing within the annual budget process

ease h(ases are financed Wrtt]m the operating budget and therefore are not]suP]ect to
e nofmal debt issuance approva JJ Ht 9onc t1S Basdmt?t 5

t rouE jeasg plurcﬁae Rncmqp{acr?tres requip Ht can%e urchas ﬁ? at a lower cost
abn e%can eased or rented hr] ugh indiyidual vendors eseo lqation IP HOt
ent In ) |ona sense: It IS rat ﬁra urc asin arran ement with ownership or t
equipment acr rtres dependent on Tulfilling the terms of the agreement.

4. Administration ofthe master lease program

Acentra Htwstra ve unjt will servet coordinate the pr10cess This is most commonly
ccorrhn e t edespa]rtme eneraé ervices. This doe 8t mean hovaer
at a ecostso e leases shoul move rom e ro ram es Oneo the
concernso ma ter ase ro rams |st at leases are u r} g

Incremen fs efde at }s] Itiat m {te ease. esu |soten e sron in the
num ero ease |gcm vrr] IS cle ycontrar tot Eurtposeﬂ ster aﬁ
ﬁ]rogy eneral Services s ouldeds accounting Syste |§ racks, and hills to
epartments, the costs assoclate e ease purchas smrtrate y those
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departments. These costs should include the yearly principal and interest due, the pro rata
share of the issuance costs, and any administrative costs incurred by General Services and
other state agencies in managing the transaction.

B. Review of upcoming needs

The size of the financing should reflect upcoming needs over the next reasonably
predictable purchasing period. Estimated purchase prices and time lines should be
established. As an alternative to the estimation process, purchases may be accumulated
through a bank line of credit and re-financed later based on known costs.

C. Review of outstanding leases

In the case of a first master lease, the existing leases should be reviewed as it may be
possible to buy out the remaining portions ot their leases and re-finance the remainder as
part of the master lease. The outstanding balance on leases should be determined as well
as any prepayment penalties. Tlie remaining economic life of the equipment should also
be determined, as it limits the potential term of the financing.

As the refinancing of existing leases will result in lower costs on existing leases, the State
will need to develop a policy for the budget treatment of savings.

1. TERMS OF THE FINANCING

The following should be determined when structuring the issue:

A. Useful life of the financed equipment

The equipment should not be financed for a period longer than its useful life. With
equipment purchases, this is usually 3 to 5 years.

B. Repayment schedule

The repayment schedule should meet the cash flow abilities of the governing body. Tlie
principal payment typically occurs within the first few months of the fiscal year.

C. Establishment of Trustee

A trustee or escrow agreement will be established with cither a bank or leasing company to
provide nominal ownership of the equipment or facilities during the purchase period. This
agreement establishes an agreement between the governing body and the trustee (or
escrow agent) regarding payment for the equipment. This document is usually drafted by
bond counsel.
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D. Security interest

The Ieai]e documents magupr%lde securi %lntere?t int en rchased ﬂeased ﬁ mgbmen

)E‘ nn(gh urcnase peri IS Mearc \MS IWe certef uipment
i

ecer% cate 8 e acttr

trustee lénHI the Ias t payment Pas een made. |sa

ers the curity, In‘case of non-payment, of actually seizing proper
e|ch may

€ resol orre- Feaseoyln an attempt to O?YSGI the remalnlx g payments oweYd

Slnc(eotrnte Jﬁ %% urchase a%heem nt Qa%med at %he urcunasrTee%ftsP B fic lE)rrC aesret@! u&ually it
dl tiona cl uséﬂ% gstlt 0 gtﬂ % n) securc eth g ﬁnt orthaé
meﬁ“ which has be | |den| es%cun Hreemen 1S alﬁ ua ¥re une |

1S langua ution blft rather regm es notification

ang abprova ytﬁg tdr‘d%?e’é"o arrl]ye g?llbystptruotpolns for fhe original equipmen

E. Security enhancements

ecuri X fy enhancements such a? a (leht se[]vn:e reserve fund or an bonfl Insurance polic rY ap
e Incl ded o%ercome cern cate Eurc aser Erns anoutt% timate re ? fo
esecun| esofen an (ern)entss ou (eeva uag a cost-penictit analysis.
t seems un|l eg at msuranc ebt reserve fund would enecessarg for a mast eJ
ease with the State, owevg[ |th longer term Iease nancm S, Some concern regarding

FEHD r}/ment (ﬁ/ e feasonable, but the sﬂort term nature of ma ter?ease purchase
INarcings reauces these concerns.

F. Non-Appropriation Clause

0st lease purchase arran e ents arc supject to an ro riation process. This
M st|n mshe tln reem motherh@rms of I otl)no in hatI P

[ po uacel com |tte$t
ﬁrap ical ogllganonsw Ich

men ca 0 future g ern|n
ens ase ast ecisions. “(There
feae e s ek b,
P |susua Fo e charter or Jtuto authorit ? rn B
na ropriat |o se wh|c subjects le ments teann rcess
enera |cea3|n e Interes cos
educe hes ur o the issue, thus the Interest h

governmena
G. Non-Substitution Clause
A non- subsPtu jon cIaHse preclude% govern ent body from acquiring the sa eor3| ||ar
Eg [Pmen ?penq the évent of ngn-a roRnanon in t}/g Faus

e tradlponaler(? at non-appropriatfon will not

qp t|tr(r)1e||\ne Investor ort
Used to et a be %oulg one arise a? qn}er date.
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IV. RFP FOR SERVICES

SR e

1000
SR e e AL s
A. General RFP for services

fivF? heﬁhv rsH/ es of fin ncm instruments, the RFP ca tﬁkefavarlet of farms,
s specific in escrla noq the groP ﬁed o the financing but should
also aI OW proposers to recommend methats specific to the rs rengths.

1 Negotiated or competitive sale

G|v?<n the nc?ture of these transacnons mo tlease purchases are negotiated. In certain
t conditiops.an W|th certam Eyep gs suers a competitive sale may Ix. mcire
t

tio
Pff dntageous ﬁ termjnatiop emade on 3 sucb -Issue hasis. ]t seems

% Wever, t at estature o |d allow a competitive sale t0
proceed with no d|sa vrntage to t

pemq] kind of ne ot|ated sal IS the saleo bondsdwectl to the f|na| [r) a]serofthg
as h}s |?ca|| alp va e(Paceﬁn hAnumberoflss ance cos? eliminated in
|s %J(? ein r?tu n for some er Interest r ﬁs n %e eral. This combma tion
may reduce the total cost associate Wlth e Issuance of the o

2 Interest rates

In a negotiated sale. the RFP should specifically ask the propaser to indjcate the expected
mteLes rates For th |or0[]goseds transactl on cﬁwyse rates ‘18 Ee modlgle only ﬁ 1%e
et experiences significant movement.

erwri N Some cases, this {0 private p

ate S hame wou

mar

3 Otherfees

ach type of transaction has its own fs. SO e rest rate proposals will be "all

qu? 3y§)¢|n fermts #lﬂﬁua[nce COStS. Lw Fﬂgl%shoulm Qh Qoger oest|smate any and
d| lonal costs of the transac |ont at e issuer mig texp 0 pay.

4 Structure offinancing

The roposed structure of the financing should be s le to the extent possible. This
alo sré)%stl ces orthe fmancmg? the propoa L?Fe structure in uaest e various

|
terms' esaneDJ In section 1.
B. Evaluation of Proposals

The evaluat] |on? groposals ually gresents some problems given their diversity. The
three most significant areas of evaluation arc:
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1 Present value ofcash requirements

#Jltrmatl all frnancrn S result | rP%serres 0 mpay nts made b(%t borro ertot ele{rder
hiS rs important measure of the economics 0 tfh%gro va arops ould
create the expected cas rerﬂurrements asares t opoﬁa a rscount tura c%sh
ra{e discount rate erss e iscount rate should

requirements at the.appro \’

th SFI (?In comparLF €q ropos ﬁ 8enera8/ Pet en- cur[)ent bOffOWJ]%
rate tor th I[SU(?f rﬁsen V e 0l evarro S propasals can then be comparea by
drscountrng fure cas Ows 10 the present.

2 Required terms

ach of the various proposals will have some dd‘strnct frnancrng terms such.as the Paﬁlment
re uencM COStS exc}usr)\f res%rates an eﬁa‘ documents re urre ome of these
te[] SWI bE quaptr lable an ter? re can De | crhde In the. Rree \ﬂjue analysis;
others may be'policy issues that will have to be weighed on an individual basis.

- 3 Capacity to execute financing

J[%ﬁsr%tlp the ev OIuatron IS the ca acity 0 a oser t0a fual do what hhe ﬂropose.
re lest a[r ex agar:( M e 0 rna cIngs In'whic
un erwrrter as beeh nvolved'and their leve vemen

V. PROCEDURE FOR FINANCING

The Broc%dure for the frnancrn involves getting the necessary individuals together to
produce the requisite set of documents.

A. Required Documents

The required documents include:

L The Lease purchase agreement, which Is an agreement between the lessee and the
esCrow agé[rrtf ven org ft ngrepared by% counsef

2 The Tnist indenture or Escrow ee ent which establishes the varrous accounts and
administrat ve rocequres use rﬁe tfustee ?recrow agent £ 1S consl erg an
Egredargroeunntset een t erssueran the trustee tor the Investors. It Is prepare

uthorrzrn do urgents which rnclup e the resRlu jons or ordina ce gassed alloYvrng
o(y g {0 ent?r into a lease Y a]s %reement stat? eve
es% dp%y S drc usua I%stadutes orf hese documents arc usually

prepare either local or'bond counse
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4 Documents re| to undenvriti gand sate of ecnrrtres which rnclthde the official
aemen o memo andtm, the bon saesa reement with the erwrrter,
e notice o e an yot er ocahors ate n?tr dca onre urrements e
ocuments are usually prepared by the financial advisor and governmental staff,

5 Alenqalo 0 Whrch IS alwa re uired | |n the sale of tax- exe]mgt seﬁurrtres The
cﬁa E R repare VW nd.counsel sta the rssHer authority to Issue
[rs tg rga 0 an that the issue meets era and state requirenents tor

B. Select Team
The necessary individuals include:

1 Tlie. Trustee or sc[owagenﬁ S lessor, wrll be resgonsrblehfor holdin trtle to the
equipment or facilities dntil the terms of the agréement have been

2 The rnangralAdvrsor who erl rovr e advice in setin L%he terrgrs ofthe financing

anq coordinate the der]elop e necessar ents. Somet rm?

un erwrrters rovrdet ?reo servrce as rr)ardr urchase nceh %
securr les, but the potential conflict he weE vrsrn erssuer n'what 1S best for

e Issuer and buying fhe securities at the best price Tor the undepvriting, compan
t}teniead goverrY t5t0 the Use of an mdepe‘r)rr!ent?rnancraq vrsory%‘rrmIO )

3 The Bond Con]nsel who will greﬁare most 0 fthe legal documents and render an
opinion on the tax-exempt statlis of the Issue

4 The underwnbe Leasrng company,
seciirities. Banks are’not gen ra

Par IcIpation but are not rren
casion a |pHvate Investor, Psua an nsurance company or cre
Irectlv purchase securities from an ISsuer.

5 Central/Stahe admrnrsﬁratn/e agencz which will act as lessee. In master lease
programs this Is usually the general or administrative services department.

C. Key Tasks
Tlie following are the key tasks included in the financing;

Programs.determine the need for equipment .
% r?era Services coordinate the ne H pdetermrnrng thetotal amount of the

rnancr
etermr e terms and the schedule for the frnancrng

%pa dri uments

r cuments {c rat rng gen ies (if rated)
narzeo state ent/d cl ocu ents
|"or price the certificat es s

re are closing documents

CloSe (exchange the money for the certificates)

rom purchasing certificates o
lowed to underwrite venura onds. O

riyate investor, who will purchase the
e Bt
It company will
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E Burch%sst?e e%m[%gwn?rsmt/ acilities

ar ment their pro rata share of lease payments
rans rowners Ip at endIO ?payments ey



Government Finance Associates, Inc.

GLOSSARY

Bankllnﬁ] creEﬂ -an established agr eemenlrl?et een.a bank and an i BFldeuaI o[) ity.
all OWIp a stated 8unto unds, with terms, available for use by the
Indivi uaI orentl ﬁ/when neede

Bond mi]urancepolch -3 covenant betWﬁenabo r}surlng entity and a bond issuer that
the nsurer will pay Investors In the case of de

Certificate of PartI?J atlgm re resentath of a share in the gurchase 0 caepﬂal roperty for
a municipall % e Investo Rurc ases the certificate with the aqreeme tt at the
government will make payments at a given rate over a agreed upon period.

Competitive sale -methad. of sale in whi hu derwrlter bm| sealed bigls, Bids are.
poge%e% ataspecﬁgl J time and tﬁe sale 1S awar ont asIS op theqowest interest

Cost besr}(te@é zi\gﬁlysw -a financial study to determine ti e costs relative to benefits in a given

onstitution, sta arter enaniing fanguage, an election Is

Debt issuance appraval process -the steps necessary to obtain permission to issue bonds. In
(?dl'[lo pt%(\w é) t%te orcsh Y 6\ F f
sometlmes also required.

Debtserwce reservefund -a fund establishel as a reserve for the payment of principal and
Interest on Jeb shoul%(]msuﬁj1 clent Punds be avaﬁable Qur?n anyglve[r)] yea!J

Escrow agent ~the third party placed in trust to hold the ownershi ment until certain
coitions are Fuﬁﬁreﬁ.p to hold the ownership document until certa

General obligation rate -the existing average market rate on general obligation bonds.
Interest -the amount of money paid for the privilege to use another party’s money.

Lease purchase contract/ag 3ngent -an agre m%ntwith te] s to ayastated aH]ount over
an agreed upon period for property which may include eventual ownershi
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Lease rB\}//etq]ueebb(?nnddsS. -revenue bonds paid from lease payments made by projects financed

Lessee -the |nd|V|duaI or entity receiving the benefits or property that is at issue in an
agreement,

Lessor aggg |nd|V|dua| or entity giving the benefits or property that is at issue in an

Master lease -a transaction combining individual lease agreements into one.

Munlm al corporatlon olitical and corporate Pod established with state authorization
E %e(%wmél% overnmental se |ce aN reﬁ Iat|onsT [t

Upose
ePnt  has,define rles an at|ona IS Usually organized
\(lzvétr% gbg I(g)onrésent of Its re3|dents (@mes ang toewg are usually mumupyal J

Negotiated sale -refers to a direct sale between an issuer and underwriter. The price,
! mteres? ISsue structure, ana terms are agreedS upon anH se? Joml[fy P

Nominal owner -an owner in name only and not in fact.

Present vayue -the va\luatlon of what an amounto monesy dﬁ g?cted in Jhe fut r%.is worth
toaay given alternative usage, and economic considerations and expectations.

anatefhacemen sale of cur|t|es to the egdr\cl)vvylng{ InTt gtt¥ %fsaglred%sa}lfal((y }Y(tPasse
sale often

lPareat no |n nmsgafandun gr In that the.|
accﬁ r ! S&Ewﬂ& econ X eorL’1 erwrnlg}lemss Ist%gtﬂ

cons reda soB |§et\|l\é%r uﬂ]ﬁﬂg\& %egme mUSSnt%P g%clinmten(ss {0 H%?dt e
securities to maturity.

e-f |na}r]1c19 attg ﬁlbgtﬁler} l;gneds preferably at a lower rate and to fully pay an existing debt

Remamanr% £conomic |fe enod of time remaining from optimum usage value to
inished value o pr perty.

Securities th|s term is broadly used to refer to notes, bonds, certificates and other various
Investments.
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June 16, 1987

Mr. Robert J. Link

Director, Division of General Services & Supply-
State of Alaska

Department of Administration

Pouch C (MS-0210)

Juneau, Alaska 99811

Dear Bob:

Shearson Lehman Brothers Inc. and Seattle-Northwest
Securities Corporation are pleased to present our analysis
and program proposal for the refinancing of State equipment
leases. As detailed herein, the results of our preliminary
investigation reveal that approximately $424,000 of savings
on a present value basis can be achieved under current market
conditions. The present value savings, expressed as a
percentage of the principal amount of Certificates of
Participation ("COPs") to be issued, are 6.3%. To put in the
proper context, issuers of refunding bonds or COPs (including
the State Bond Committee) typically set a minimum threshold
present value savings level of 3%.

Shearson and Seattle-Northwest expect to explore both the
public and private placement markets in order to achieve the
lowest refinancing rate with the most advantageous terms.

For instance, we have had discussions with Ford Motor Credit
Company, the purchaser of the recent refunding COPs for the
Spring Creek Correctional Facility, about this potential
refinancing and their rate for the period ending May 31, 1987
is contained herein.

In addition to the lease payment savings discussed above, the
Department of Administration also can secure the following
additional benefits through a consolidation of its future
equipment lease purchase activities into a Master Lease
Purchase financing:

Foster & Marshall Divison
Shearson Lehman Brothers Inc
999 Third Avenue

Suite 4000



Mr. Robert J. Link
June 16, 1987
Page Two

Cost Reduction - Master Lease Purchase financing
consolidates the redundancy of lease purchase for each
separate item of equipment. This reduction may save as
much as 10% when compared to interest rates charged by
vendors and leasing companies. State administrative
costs are dramatically lessened by reducing the number of
lease payments made. Approximately 1,020 lease payments
need to be made under the Department's existing system
between July, 1987 and July, 1991. With the Master Lease
program, there would be eight payments to be made during
the same timeframe. This w ill obviously cut the
personnel time required for processing, freeing staff
time for other activities.

Standardization and Centralization of Operations - By
standardizing and centralizing lease purchase
documentation, more accurate accounting and financial
controls on the equipment acquired by the State can be
implemented. Typically, the rating agencies view this as
a very positive development in financial management
practices.

Shearson Lehman and Seattle-Northwest are prepared to
continue to commit the necessary resources to structure,
design and implement a successful Master Lease Purchase
financing. As evidence of our commitment to this endeavor,
we as a team (and Seattle-Northwest in particular) have
devoted a substantial amount of time and effort in analyzing
over 71 State equipment leases. We look forward to
discussing this proposal with you and other o fficials in
greater detail.

Very truly yours,

Senior Vice President Assistant Vice President
Shearson Lehman Brothers Seattle-Northwest Securities Corp

JCM:zjm48m
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Summary Analysis of Savings to be Derived from Refinancing Existing
Equipment Leases

Existing Lease Obligations Outstanding as of July 1, 1987

Total Principal Outstanding ... ... .. .. .. ... .... $6,617,494

Total Interest Outstanding ... .o..ooooiioaoooooo.. 1,392,390
Total i $8,009,884
Interest Rate on Outstanding Leases ........ 13.86% (1)

Present Value of Total Principal and
Interest Payments .....ciiiiiiiiiiiii e $6,875,275(2)

Proposed Refinancing Under Master Lease Purchase Structure
as of July 1, 1987

Public Offering Option

Principal ... e $7,785,000
Interest (average rate of 7.127%) ... ... ..... 1,205,025
Total i $8,990,025(3)
Present Value Savings .....oo.oiiiiiiiiiiiaoan-. $ 424,045
- As a Percent of Existing Leases ..... 5.3%

Private Placement Option

Principal .......... $6,960,000
Interest (average rate of 7.515%)(4) ....... 1,356,458
Total i $8,316,458
Present Value Savings ....c..coiiiioiunoaanaan. $ 274,400
- As a Percent of Existing Leases ..... 3.43%

Calculated as rate necessary to discount total principal and interest
requirements ($8,009,884) to principal amount outstanding as of July 1,
1987 ($6,617,494).

Based on the individual 1interest rate on each lease, a present value
calculation was made. The total of these calculations 1is $6,875,275.
This 1is the amount necessary to retire the outstanding leases with the
new Master Lease.

Includes a Reserve Fund equal to 10% of the principal amount of COPs; the
Reserve Fund, together with a portion of the earnings thereon, will be
used to fund the final year®s requirement. The total net debt service
requirements are $7,962,405.

Provided by Ford Motor C*edit Company on July 16, 1987.



Next Steps

Shearson Lehman Brothers and Seattle-Northwest Securities Corporation are
able to provide the Department of Administration with the most complete
package of services available towards completing the proposed financing.

Provided below are the key activities needed to develop the Master Lease
and administer it over time. We have assumed that the State Bond
Committee™s bond counsel and financial advisor will play an important

role with the transaction.

Event

Review Existing Leases
Develop Demand Survey

Evaluate Demand Survey

Prepare for Issuance

of Certificates of
Participation ("COPs")

Issue COPs and Execute
Master Lease

Process

Determine the extent of existing lease
agreements or installment sal :s contracts
which can be refinanced to produce lower
annual payments. Also,determine the de-
mand for lease acquisition over the next
two-three years of the categories of
equipment encompassed by the program.

Agreement to proceed.

Refine refinancing analysis.

Review new equipment requests to be
included in the program for "essential
use" test and useful life (optional).

Aggregate equipment demand by category
and prepare debt amortization schedules
matching useful lives to maturity
schedules.

Determine issuer of COPs and select
a Lessor.

Prepare drafts of legal documents
including Master Lease Purchase
Agreement,standard sublease agree-
ment, Preliminary Official Statement
("POS") or Private Placement Memorandum
("PPM"™), Trust Indenture, etc.

Size the COP issue based upon demand
survey results and amount of leases to
be refinanced.

Decide upon cost effectiveness of credit
enhancement and type of offering (public
vs. private placement).

If applicable, submit application to
credit enhancers and rating agencies.

Mail POS to investors or negotiate
directly with institutional purchasers
(i.e., financing subsidiaries of major
industrial manufacturers, lease financ-
ing companies, commercial banks, cas-
ualty Insurance companies).

-2-

Responsibility

Dept, of Admin.,
SLB 4 SNWSC

i(completed June
15, 1987)

SLB, SNWSC
Dept, of Admin,
SLB 4 SNWSC

SLB & SNWSC

Working Croup

Special Tax
Counsel &
Underwriter's
Counsel

SLB 4 SNWSC

Dept, of Admin.,
SLB 4 SNWSC

SLB 4 SNWSC

SLB 4 SNWSC



Event

Refinance Existing
Leases

Process

Execute COP Purchase Contract, Master
Lease Purchase Contract, Trust
Indenture, etc.

Trustee issues checks, approved by
Lessor, to be delivered to existing
svendor/lessor to buy-out lease.

Lessor delivers to Dept, of Admin, new
schedule of lease payments.

On first lease payment date (about G
months from closing), Dept, of Admin,
sends lease payment to Trustee.

Trustee aggregates lease payments to-
gether with earnings on unexpended COP
proceeds to pay COP investors.

Responsibility

Dept, of Admin.,
SLB, SNWSC,
Lessor & Trustee

Lessor A Trustee

Les:<r

Dept, of Admin.

Trustee

The State can realize savings in lease payments by incorporating new equipment, purchases

into a Haster Lease for fiscal years 1988-1991.

essary to implement ti Master Lease program.

Execute New Equipment
Purchases

- Dept, of Admin, determines equipment

needs and selects model and vendor.

- Procurement form sent to Lessor.

- Lessor reviews request for "essential

purpose” and useful life.

- Lessor sends payment to equipment vendor.

Vendor delivers equipment to Dept, of
Admin. Dept, of Admin, verifies equip-
ment as that requested and notifies
Lessor.

- Lessor delivers to Dept, of Admin, a

schedule of lease payments and records
lease schedule as part of Master Lease.

- On first least, payment date (about G

months from cUsing), Dept, of Admin,
sends lease payment to Trustee.

- Trustee aggregates lease payments with

earnings on unexpended COP proceeds
to pay COP proceeds.

As equipment categories are fully
utilized (based upon original demand
survey) requests for new equipment
purchases may be refused due to deple-
tion of Master Lease funds.

- Lessor notifies Dept, of Admin, as cer-

tain equipment categories are fully
utilized and Dept, of Admin, conducts
new demand survey as a first step in
replenishing the Master Lease loan fund.

Shown below are the additional steps nec-

Dept, of Admin.

Dept, of Admin.

Lessor

Lessor

Dept, of Admin.
& Lessor

Lessor

Dept, of Admin.

Trustee

Lessor

Dept, of Admin.



Public Offering vs. Private Placement/Costs of Issuance

As your 1investment bankers on the proposed COP financing, Shearson and
Seattle-Northwest will explore all markets for the COPs and make
recommendations of the type of offering that result in the Ilowest

interest costs and best terms. We are prepared to support either a
negotiated public sale or private placement after a more complete
evaluation 1is corpleted with your input. We have outlined the major

differences between a public offering and private placement below.

Negotiated Private
Provision Public Offering Placement
Interest Rates Lowest Highest
Nature of Covenants Least Restrictive Most Restrictive
Lead Time to Complete Longest Shortest
Initial Issuance Cost Highest Lowest
Overall Cost of Capital Lowest Highest

Based on current market conditions, the negotiated public sale method 1is
more attractive. We would continue, however, to advise the Department of
Administration and the State Bond Committee of this changing environment
if private placement opportunities should arise. For instance, we are
aware that the State was successful 1in arranging for the recent private
placement of the Spring Creek Correctional Facility Refunding COPs with
Ford Motor Credit Corporation at a very favorable interest rate. We
recently held discussions with Ford and several other major credit and/or
leasing subsidiaries about their interest 1in purchasing tax-exempt
equipment leases from various states. As a result of these discussions,
we understand their policies, guidelines and interest rate parameters on
equipment leases and we are prepared to share the results of our
investigation with you. We will prepare a pricing analysis to support
our recommendation. This analysis will include all costs of the
transaction and a schedule of lease payments.

Costs >f Issuance. The following is our estimate of the categories and
amounts of the 1issuance costs when 1issuing the proposed COPs. We have
assumed a COP 1issue of $7,785,000 which only represents a refinancing of
existing leases. These estimates represent our best efforts to provide
realistic expense projections rather than unreasonably low figures that
letjr might be a source of disappointment or embarrassment.



"A" Rated Non-Rated

Public Offering Private Placement
Special Tax Counsel $10,000 $10,000
Rating Agencies 6,000 N/A
Trustee 2,500 2,500
Lessor 12,000 N/A
Financial Advisor . 7,500 7,500
COP Printing & Registration 2,000 N/A
Printing & Distributing Offering
Documents 5,000 500
Total $45,000 $20,500

Thesi costs will vary depending upon final structure and negotiations with
each party. For example, if municipal bond insurance 1is judged to be
beneficial, insurance premiums would be added to the above estimate for the
public offering option.

Underwriters®™ Discount. For a public offering, our compensation would be
paid out of the discount or "spread" between the price we pay for the
COPs and the price at which we sell them. Of course, the discount Iis
entirely contingent upon a successful sale. Cjr estimated spread would
vary depending upon market conditions and structure. Again, we have been
conservative to depict the most realistic amounts, as follows:

"A" Rated
Public Offering

Management F e e ..o i i e 35%
Underwriting......... Mo 20
Takedown (sales commMISSIONS) . ..ioiioiiiiaeaaaaaaann- 50
Expenses (1) i i .20
Total e 1.252

Pri.ate Placement Fee. For a private placement, our compensation would
take the form of a fee, payable from the proceeds of the COPs. Our fee
will not exceed .875%.

(1) Includes underwriters® counsel, clearance, travel and out-of-pocket
exDenses, and miscellaneous courier services and conference call
charges.



Credit Considerations for a Public Offering

The establishment of an acceptable security can be one of the major
obstacles to completing a tax-exempt Ilease financing. Understanding
these points 1is critical to an appreciation of how a municipal
lease-backed Certificate oi Participation will be rated for a public
offering. It is important to note that investors in a pu-licly offered
COP issue will be looking for much of the same covenants and clauses that
the Department of Administration 1is already providing on 1its existing

equipment leases. For instance, the Department of Administration®s
existing leases contain nonappropriation language, security interest and
remedy provisions, indemnification of lessor provisions and

nonsubstitution clauses.

Non-Appropriation Clause. The lease and the subsequent financing provid-
ed by the lessor in most cases is not considered a debt obligation of the
governmental body because the 1lease would be subject to annual
appropriation (in some states such as Michigan and New Jersey, it is not
considered to be debt even if there is a contractual obligation to make
payments for the entire lease period). For this reason, lease-purchase
financing 1is often used 1in situations where governments are constrained
by debt limitations or referendum requirements regarding the issuance of
debt. The rating ascribed to the issue on a COP finvicing, however,
reflects the ability of the lessee to release his oblijation, through
non-appropriation, and the 1increased possibility that the transaction
structure will be collapsed in such a circumstance. Typical
non-appropriation language included in the lease, would be similar to the
following:

Lessee reasonably believes funds can be obtained sufficient to make
all lease payments due during the term of the lease. Lessee hereby
covenants that it will do all things lawfully within 1its power to
obcain and maintain funds from which lease payments may be made,
including making provisions for such payments to the extent
necessary in each annual budget submitted for the purpose of
obtaining funds, wusing 1its bona fide best efforts to have such
portion of the budget approved, and exhausting all available review
and appeals in the event such portion of the budget is not approved.

In the event that the lessee 1is unable to obtain funding for any
renewal term, lessee shall have the right to terminate this lease at
the conclusion of the then current term of the lease and shall
neither be obligated to make any lease payments due beyond the
current term, nor to make any concluding payment whatsoever, and
this lease shall terminate as to that leased facility or equipment.
Provided, however, that 1in the event lessee does not appropriate
such funds, lessee will use its good faith best efforts to acquire
the necessary funding from other agencies or sources. Upon
termination as provided for above, lessor or its agents should have
the right to take possession of the leased equipment/facility and
lessee shall be liable to return the leased equipment/facility to
lessor in full operational and good working order.



Security Interest and Remedy Provisions. Due to the provision for non—
appropriation, the security provided to the certificate holders in the
event that the government unit ceases to make lease payments, and
therefore provide for Certificate aebt service, is a critical element to
the COP issue"s rating. The most fundamental issue will be the ability
to grant a security interest, or, in other words, give the certificate
holders the right to the ownership of the equipment or facility being
financed in the event that payments are no longer made. The ability to
grant such an interest is not wuniversal, and 1in certain states this
security feature cannot be included. In those states where a security
interest is not a legal remedy, the need to develop strong alternative
remedies for the certificate holders 1is a major concern. One such
alternative is to provide to the certificate holders the proceeds of a
subsequent sale or the equipment or facility. Increased use of tax-
exempt leases has provided a number of examples of how to structure an
adequate remedy in those states where a security interest is not
available.

Indemnification of Lessor. 1In a lease financing, the lessor is a party

to the primary agreement in the structure - the Le”se-Purchase Contract.
Although the lessor will typically transfer all rights and obligations to
an agent, a claim against the lessor could conceivably collapse the
transaction. In order to minimize the likelihood of such an occurrence,
the state will typically indemnify the lessor against all claims rei"ting
to the use or ownership of the equipment. The need for such a clause
relates to the possibility of a liability suit filed relating to an
improper use of leased equipment or facility, which names the lessor, or
a tax that may be established at some point in time that would apply to

the lease payments made to the lessor. In certain states, the lessee has
not been able to grant such an indemnification. In those cases, a
private corporation is effectively precluded from acting as lessor, anda

state agency is alternatively used as the nominal lessor.

Credit Enhancement. Municipal bond insurance provides a third party
guarantee of timely payment of principal and interest on a tax-exempt
bond 1issue. The insurance policy is given in exchange for a one-time
premium paid upon 1issuance and calculated as a percentage of total
principal and interest payments over the life of the bonds. The
insurance provides a AAA rating from one or both of the major credit
rating agencies, which can result in substantial savings after the cost
of the insurance is taken into account.

Until a few years ago, tax-exempt leases which depended upon annual
appropriations were not considered insurable. More recently, because of
new entrants into the municipal bond insurance industry and more
experience with annual appropriation risk, lease purchase transactions
with strong security features have been eligible for such insurance.
Typical 1insurance premium costs range from .652 to 12 of total principal
and interest.



Similarly, a letter of credit from a commercial bank provides a
guarantee that substitutes the bank"s credit for that of the issuer. The
letter of credit, however, 1is provided 1in exchange for an annual fee
expressed as a percentage of the outstanding principal amount of the
bonds. The letter of credit usually is available only for less than the
life of a long-term bond issue and would have to be renewed (usually
every Tfive to seven years) to remain in effect. This can be a
particularly attractive option for equipment financings where typical
final maturities are in the same range. Typical fees for a letter of
credit are presently in the range of three-eighths to one-half of a
percentage point per annum, depending on the risk undertaken and the
demand for letters of credit.

An issuer and its investment banker would first evaluate the potential
costs and economic benefits of using either an insurance policy or a
letter of credit for a given COP issue. Conclusions would be drawn based
on the interest cost savings of enhancement. The savings would be
calculated on a present value basis. In m A market conditions, a lease
purchase 1issue which would otherwise be rated A or lower will benefit
from the use of insurance, while ratings lower than BBB- are generally
not insurable. Next, the availability of such credit enhancement would
have to be determined. This will often depend on the legal constraints
on the issuer and the degree to which the issuer is willing to comply
with the restrictive covenants which the insurer or bank may require as
prerequisites to an agreement. The investment banker then would
negotiate with one or more firms providing credit enhancement to find the
most advantageous terms.

Essential Use Facility/Bondholder®s Security. |In assessing the cash flow
support of instruments backed by a Jlease-purchase agreement, investors
and rating agencies evaluate the possibility of an event of
non-appropriation by the lessee. In this regard, the nature of the
facility being financed and its importance to the lessee®"s responsibility
of providing essential services are pivotal. Lease purchase financing of
non-essential public facilities, such as convention centers, 1is not as
well received by investors as bonds backed by lease-purchase agreements
associated with the financing of more vital facilities. Correctional
facilities, for example, represent an extreme 1in essential use because
governments obviously must avoid closing dowr a correctional facility and

releasing prisoners. Investors, for this reason, regard lease-purchase
financing 1involving such facilities as representing a strong and
attractive credit. To formalize this situation, 1investors sometimes

request the state or local government lessee to provide a letter setting
forth the essential nature of the leased property.

Non-Substitution Clause. Investors traditionally have been comforted by

inclusion of a non-substitution clause 1in the lease-purchase agreement
which would preclude the governmental body from acquiring the same or a
similar facility for a period of time in the event of non-appropriation.
This can reduce the risk of early termination of the lease for other than
the legitimate absence of sufficient funds. Typical non-substitution
language would read as follows:



The lessee agrees that in the event the lessee exercises Its right
to terminate this lease in accordance with the non-appropriation
provisions contained herein, the lessee will not purchase, lease,
or rent other property for the purchase of performing the functions
and projects which were to be performed by the leased facility for a
period of one year from the date of termination of this lease.

Credit Ratings. The rating agencies generally rate lease-purchase issues
at least one full grade below the general obligation rating of the

lessee. For example, 1if a state or local government is rated AA, the
lease-purchase issue generally would be rated A. This rating policy
stems from the risk of non-appropriation. Factors which could improve

such a rating ire: (i) extremely strong security features on the lease,
including a lengthy lease term, automatic lease renewals, a contractual
requirement to make lease payments or a non-substitution clause; (il)
additional security backing (such as ViSo."ance or a bank letter of
credit) or specific additional revenues pledged toward payment on the
bonds; (lii) powerful evidence of the essentiality of the facility; and
(iv) clear statutory authority for leasing and historical experience by
the lessee in making appropriations for tax-exempt municipal leasing.
The lower rating will result in a higher interest rate as compared to the
lessee®s general obligation bonds. If the state or local government has
the choice for a given project of using either general obligation or
lease-purchase financing with equal annual payments, the 1impact of
either on the governmental body"s overall credit rating would be the
same. When the lease-purchase financing can be structured to cost less
than general obligation financing, the lease purchase issue would have
less of an impact on the governmental body"s debt capacity and thus help
to preserve the credit rating.



FY *89 CAPITAL PROJECTS INCLUDED IN THE GOVERNOR'S BUDGET PROPOSAL

X X X DEPARTMENT OF ADMINISTRATION X X X

STATEHIDE PAYROLL SYSTEM
STATEWIDE PIONEER'S HOMES MAINTENANCE

X X X AGENCY TOTALS X X X

X X X DEPARTMENT OF REVENUE X X X
DEPT OF REVENUE REORGANIZATION/SPACE CONSOLIDATION
OIL AND GAS AUDIT - COMPUTER INTEGRATION SYSTEM

X X X AGENCY TOTALS X X X

X X X DEPARTMENT OF EDUCATION X X X

SEWARD ELEMENTARY SCHOOL

REPLACEMENT OF EMMONAK ELEMENTARY SCHOOL-PLANNING & DESIGN
MCGRATH WASTE WATER DISPOSAL

KOTZEBUE JR. HIGH SCHOOL RENOVATION

LKSD KIPNUK SCHOOL REPLACEMENT

SITKA HIGH SCHOOL RE-SIDING COMPLETION

MT EDGECUMBE ASBESTOS ABATEMENT, DEMOLITION AND RENOVATION
AVTEC MAJOR MAINTENANCE, EQUIPMENT, 8 TRAINING MATERIAIS
AHERA ASBESTOS COMPLIANCE GRANTS

LIBRARY MATERIALS, EQUIPMENT AND FURNITURE

PUBLIC LIBRARY CONSTRUCTION GRANTS-FEDERAL

STUDENT LOAN PROGRAM EQUIPMENT

X X X AGENCY TOTALS X X X

X X X DEPARTMENT OF HEALTH 8 SOCIAL SERVICES X X X

DHSS REPAIR, RENOVATION, MAINTENANCE AND EQUIEMEH |-reeemeeneas

PAGE 1

GENERAL FUND

3,000.0

750.0

3,750.0

90.3

300.0

390.3

8,940.0

500.0

500.0

3,500.0

550.0

100.0

1,800.0

500.0

500.0

200.0

17,090.0

1.000.0

OTHER FUNDS

0.

0

73.

73.

150.

73.

223.

0

.0

TOTAL
3,000.0
750.0

3,750.0

164.2
..300,0

464.2

8,940.0
500.0
500.0

3,500.0
550.0
100.0

1,800.0
500.0
500.0
200.0
150.0

73.8

17,313.8

Ifpoo.o



DEPARTMENT OF HEALTH 8 SOCIAL SERVICES (CONT.)

X X X AGENCY TOTALS X X X

X X X DEPARTMENT OF COMMERCE 8 ECONOMIC DEVELOPMENT X X X
CAPITAL MATCHING GRANT PROGRAM
MARICULTURE DEVELOPMENT
ARDOR GRANT PROGRAM
APA-BRADLEY LAKE HYDRO PROJECT (POWER DEVELOPMENT FUND)
APA-HASTE HEAT PROGRAM
APA-RURAL TECHNICAL ASSISTANCE
APA-METERING INSTALLATION AND SURVEY
APA-RURAL PUBLIC UTILITIES EFFICIENCY IMPROVEMENTS
APA-RURAL END-USE EFFICIENCY PILOT PROJECT
APA-BOND ISSUANCE COSTS
APA-SNETTISHAM PROJECT TRANSFER
APA-SOUTHEAST INTERTIE FEASIBILITY
APA-UNALASKA GEOTHERMAL FINANCING
APA-BETHEL AREA INTERTIE PERMITTING AND ROW
APA-WHITE MOUNTAIN POWER SYSTEM UPGRADE
APA-INTERIOR WESTERN ALASKA TRANSMISSION GRID
APA-BREVIG MISSION TO TELLER INTERTIE
APA-MANOKOTAK ELECTRIC SYSTEM UPGRADE
APA-APPLIED/APPROPRIATE TECHNOLOGY PROGRAM
APA-KOTZEBUE COAL FEASIBILITY
APA-NAKNEK SUB-REGION FEASIBILITY

X X X AGENCY TOTALS X X X

X X X DEPARTMENT OF MILITARY 8 VETERANS AFFAIRS X X X

UPGRADE NATIONAL GUARD FACILITIES
PAGE

GENERAL FUND

1,000.0

800.
130.
300.
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1,230.4

1,000.0

OTHER

0.0

0.0

0.0

0.0

7,000.0
200.
500.
150.
300.
300.
300.

0
0
0
0
0
0
0
200.0
495.0
50.0
75.0
100.0
150.0
0

0

0

0

0

300.
200.
50.
10,570.

1,627.0

FUNDS

TOTAL
1,000.

800.
130.
300.
7,000.
200.
500.
150.
300.
300.
300.
100.
200.
495.
50.
75.
100.
150.
100.
300.
200.
50.
11,800.

2,627.

0
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DEPARTMENT OF MILITARY 8 VETERANS AFFAIRS (CONT.)

> * X AGENCY TOTALS X X X

X X X DEPARTMENT OF NATURAL RESOURCES X X X
DNR NORTHERN REGION OFFICE COMPLEX
PARKS PUBLIC HEALTH AND SAFETY NEEDS
REHAB AND EXPANSION OF PARKS FACILITIES
LAND AND HATER CONSERVATION FUND
NATIONAL HISTORIC PRESERVATION FUND
MUNICIPAL SPECIAL ASSESSMENT

X X X AGENCY TOTALS X X X

X X X DEPARTMENT OF FISH & GAME X X X

VESSELS MAJOR MAINTENANCE

GAME LAB HALK-IN FREEZER

PUBLIC ACCESS ACQUISITION

REPLACEMENT EQUIPMENT AND FACILITY REPAIRS

SOUTHEAST PATHOLOGY LAB ELECTRON MICROSCOPE
X X X AGENCY TOTALS X X X

X X X DEPARTMENT OF PUBLIC SAFETY X X X
FISH AND WILDLIFE PROTECTION MAJOR VESSEL REPAIR
PUBLIC SAFETY EQUIPMENT
FORENSIC EQUIPMENT
X X X AGENCY TOTALS x x X

X X X DEPARTMENT OF TRANSPORTATION/PUBLIC FACILITIES X X X
STATE EQUIPMENT FLEET REPLACEMENT PROGRAM
SURVEY EQUIPMENT REPLACEMENT

PAGE 3

GENERAL FUND
1,000.

637.
350.

50.
1,037.

180.
36
408.
600.
85.
1,309.

150.

?7n.
131.
551.
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OTHER FUNDS
1,627.0

0

0

200.0
1,000.0
640.0

0

0

1,840.

1,224.2

0.0
0.0
0.0
0.0

10,000.0

.,150.0

TOTAL
2,627.

637.
350.
200.
1,000.
640.
50.
2,877.

180.

36

1,632.
600.
85.
2,533.

150.
270.

131.
551.

10,000.
150.

0

~N O O o o o

O O O N

o o

o o



DEPARTMENT OF TRANSPORTATION/PUBLIC FACILITIES CCONT.)

AIA MAINTENANCE EQUIPMENT FY89

AIA MONITORING SYSTEM

FIA RUNWAY BROOMS PURCHASE

UMTA TRANSIT GRANTS

ANNUAL BRIDGE INSPECTION AND INVENTORY
GEOREFERENCING MONUMENTATION

NATIONAL HIGHWAY INSTITUTE

INDUSTRIAL USE HIGHWAYS MAINTENANCE
STANDARDS MANUALS PUBLISHING

REIMBURSABLE AUTHORITY

RURAL AIRPORTS FEE IMPLEMENTATION

GENERAL FUND MATCH FOR FEDERAL-AID HIGHWAYS
GENERAL FUND MATCH FOR FEDERAL-AID AVIATION
OFF-SYSTEM BRIDGE APPROACHES

STATEWIDE RESEARCH PROGRAM

ANNUAL TRANSPORTATION PLANNING WORK PROGRAM
STATEWIDE BARRIER FREE PROGRAM

STATEWIDE ADVANCED PROJECT DEFINITION
HIGHWAYS & AVIATION NON-ROUTINE MAINTENANCE
STATEWIDE GRAVEL STOCKPILES

MAINTENANCE DELIVERY SYSTEM

MATERITALS LAB TESTING EQUIPMENT

STATEWIDE BRUSHING

STATEWIDE FACILITY REPAIRS

CENTRAL REGION SAFETY IMPROVEMENTS

MAT-SU HIGHWAY CHANNELIZATION, LIGHTING & TRAFFIC CONTROL

PAGE 4

CENERAL FUND
0.

0

OTHER FUNDS
540.

400.

600.

500.

400.

400.

25.

600.
835.

40.

1,350.
521.
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TOTAL
540.
400.
600.
500.
400.
400.

25.
82.
65.
10,000.

16,350.
3,750.
100.
1,470.
1,445.
480.
350.
700.
250.
100.
40.
100.
350.
1,350.
521.

© O O O O O O O O Ul O O O o o o o

© © o o © o o o o



DEPARTMENT OF TRANSPORTATION/PUBLIC FACILITIES CCONT.)

CENTRAL REGION GUARDRAIL UPGRADE

CENTRAL REGION BRIDGE REPLACEMENT

CENTRAL REGION RAILROAD CROSSING IMPROVEMENTS
PLATINUM AIRPORT RELOCATION STUDY

AIA GA ENVIRONMENTAL ASSESSMENT/DESIGN

HASILLA AIRPORT RELOCATION

DILLINGHAM AIRPORT GA APRON EXPANSION

OLD HARBOR AIRPORT RECONSTRUCT/RELOCATE

CENTRAL REGION AVIATION PRELIMINARY ENGINEERING

EAGLE RIVER BRIDGE/HILAND DRIVE PHASE 1 (ROAD SEGMENTS)

GLENN HIGHWAY - NORTH EAGLE RIVER I/C
BETHEL AIRPORT ROAD REHABILITATION
CENTRAL REGION HICHWAYS PRELIMINARY ENGINEERING
ANCHORAGE TRANSIT

AIA REMOTE FUELING APRON EXPANSION

AIA RESURFACE TAXIWAY "K"

AIA RECONSTRUCT TAXIWAY "G"

AlA RECONSTRUCTION OF RAMP AREAS FY89
AIA GENERAL AVIATION PAVING FY89

AIA INTERNAL ROAD IMPROVEMENTS

AIA ANNUAL IMPROVEMENTS FY89

ANCHORAGE RIDESHARING

AIA SURVEY/UPDATE LAND OCCUPANCY MAP
NUNAPITCHUK DRAINAGE

NOORVIK AIRPORT RUNWAY EROSION REPAIRS
NOME RUNWAY REPAIRS, PHASE 3 CONSTRUCTION

GENERAL FUND
0.0
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PAGE

OTHER FUNDS
345.

8

800.0

450.
187.
500.
3,750.
2,437,
1,150.
1,125.
11,838.
3,400.
4,567.
2,786.
1,950.
4,500.
3,000.
2,213.
1,000.
1,000.
1,000.
650.
135.
300.
0.
900.
4,000.
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TOTAL

345.
800.
450.
187.
500.
3,750.
2,437.
1,150.
1,125.
11,838.
3,400.
4,567.
2,786.
1,950.
4,500.
3,000.
2,213.
1,000.
1,000.
1,000.
650.
135.
300.
34.
900.
4,000.

© O ©O O O ©O O 0O O © © ©O O N g O o O O Ul © O Ul © O© o



DEPARTMENT OF TRANSPORTATION/PUBLIC FACILITIES CCONT.)

NOMF RUNWAY REPAIRS, PHASE 2 CONSTRUCTION
BOUNDARY AIRPORT RUNWAY RESURFACING SUPPLEMENTAL
RAMPART AIRPORT IMPROVEMENT SUPPLEMENTAL

BETTLES AIRPORT IMPROVEMENT SUPPLEMENTAL

GALENA AIRPORT MASTER PLAN

GEIST ROAD EXTENSION, ILLINOIS RECONSTRUCTION
NORTHERN REGION PE, ROW, AND UTILITIES

OLD STEESE, WENDELL EXPRESSWAY

RICHARDSON HIGHWAY, MP 0 NORTH REHABILITATION
BADGER ROAD RECONSTRUCTION

NORTHERN REGION SAFETY PROGRAM

RICHARDSON HIGHWAY, EIFLSON NORTH REHABILITATION
UNIVERSITY AVENUE/COLLEGE INTERSECTION IMPROVEMENTS
CHENA HOT SPRINGS ROAD WIDENING

DAVIS ROAD WIDENING

AIRPORT WAY RESURFACING

OLD RICHARDSON HIGHWAY WIDENING

LACEY-NOBLE CONNECTOR CONSTRUCTION

SOUTH CUSHMAN WIDENING

COLLEGE ROAD WIDENING

WILBUR STREET EXTENSION

LATHROP STREET, EXPRESSWAY - VAN HORN RECONSTRUCTION
PARKS/CHENA RIDGE INTERCHANGE

PARKS HIGHWAY EROSION CONTROL

BADGER/HOLMES CONSTRUCTION

STEESE EXPRESSWAY REHABILITATION

PAGE

FUND
.0
0.

0
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0

400
300

OTHER FUNDS
3,920.
.0
.0

0

68.0

150.
18,270.
5,891.
4,500.
3,471.
2,675.
2,300.
2,300.
2,000.
1,940.
1,800.
1,650.
1,600.
1,500.
1,450.
1,250.
1,100.
785.
686.
663.
593.
300.
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TOTAL

3,920.

0

400.0

300.
68.
150.
18,270.
5,891.
4,500.
3,471.
2,675.
2,300.
2,300.
2,000.
1,940.
1,800.
1,650.
1,600.
1,500.
1,450.
1,250.
1,100.
785.
686.
663.
593.
300.
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DEPARTMENT OF TRANSPORTATION/PUBLIC FACILITIES (CONT.)

FMATS TRAFFIC SYSTEM IMPROVEMENTS

NABESNA ROAD RECONSTRUCTION, RECONNAISSANCE

SELAWIK AIRPORT IMPROVEMENTS'
. BARROW APRON EXPANSION

NORTHERN REGION AVIATION P.E., ROW, AND UTILITIES
CHANDALAR LAKE AIRPORT IMPROVEMENTS

DEADHORSE RUNWAY HEAT REFLECTIVE TREATMENT

KOTZEBUE RUNWAY RESURFACING, PRELIMINARY ENGINEERING
WILLOW AIRPORT RUNWAY LIGHTING

FIA- CFR BUILDING UPGRADE CONSTRUCTION

FIA ANNUAL IMPROVEMENTS FY89

FIA- WEST APRON SLURRY SEAL

ST. PAUL HARBOR

SOUTHEAST REGION HIGHWAY SAFETY IMPROVEMENTS

HOONAH AIRPORT IMPROVEMENTS SUPPLEMENTAL

SOUTHEAST REGION AIRPORT MASTER PLANS-3 (KLAWOCK & KAKE)
GLACIER HIGHWAY-INDIAN POINT TO TEE HARBOR RECONSTRUCTION
KLAWOCK RIVER BRIDGE REPLACEMENT 8 APPROACHES

EGAN EXPRESSWAY PAVEMENT REHABILITATION

GLACIER HIGHWAY-FRED MEYER TO MCNUGGET SUPPLEMENTAL
SITKA AIRPORT - REPAVE AND GROOVE RUNWAY

CRAIG SEAPLANE BASE EXPANSION

METLAKATLA SEAPLANE FLOAT EXPANSION

THORNE BAY SEAPLANE FACILITIES

WHALE PASS SEAPLANE FACILITY

KASAAN SEAPLANE FLOAT

PAGE 7

ERAL FUND
.0

0

A,00
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OTHER FUNDS

275.
250.
2,950.
2,850.
1,600.
950.
880.
300.

234.

2,000.
300.
300.

0.
400.

3,100.
200.

3,289.

2,250.

2,056.
200.

2,000.

1,700.
630.
500.
388.
254,

0

O O O O o o o

>

O O O O O O o O o O o O o o o o o

TOTAL

275.0
250.0
2,950.0
2,850.0
1,600.0
950.0
880.0
300.0
234.4
2,000.0
300.0
300.0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

4,000

400.
3,100.
200.
3,289.
2,250.
2,056.
200.
2,000.
1,700.
630.
500.
388.
254,



DEPARTMENT OF TRANSPORTATION/PUBLIC FACILITIES (CONT.)

EDNA BAY SEAPLANE FLOAT
HYDER SEAPLANE FLOAT
YAKUTAT AIRPORT GENERATOR & TAXIWAY LIGHTS
HAINES AIRPORT IMPROVEMENTS
SOUTHEAST REGION HIGHWAY PRELIMINARY ENGINEERING
SITKA BOAT MAINTENANCE FACILITY
SITKA KATLIAN STREET TURN LANE
PELICAN CITY RE-SURVEY
ELFIN COVE BOARDWALK REPAIRS
PORT ALEXANDER BOARDWALK REPAIRS
M/V TUSTUMENA REFURBISHMENT PHASE 3
HAINES UPLANDS IMPROVEMENTS
M/V LECONTE REPOWER AND MACHINERY REFURBISHMENT
SOUTHERN TERMINUS PRELIMINARY ENGINEERING
ALASKA MARINE HIGHWAY SYSTEM IMPROVEMENTS
X X X AGENCY TOTALS X X X

X X X DEPARTMENT OF ENVIRONMENTAL CONSERVATION X X X
OIL AND HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND
DOUGLAS LABORATORY DESIGN/SPACE CONSOLIDATION
VSW-HUSLIA SEWER UPGRADE PHASE |

VSW-HUGHES SUMMER WATER/PRIVIES/PUMPER

VSW-GRAYLING WATER/SEWER UPGRADE

VSW-UPPER KALSKAG STUDY

NUNAPITCHUK SEWAGE SYSTEM

TANANA WATER PLANT UPGRADE

PAGE

GENERAL FUND
0.0
0.0
0.
0.
0.
400.
85.
100.
30.
25.
0.
0.
0.
0.
L 700.
39,752,

O O O O O O O O o O o o o o

500.
500.
450.
162.
400.

12.
550.

97.

o o o © o o o o

| OTHER FUNDS
180.0
120.0
100.0
400.
1,348.
0.

0.

0.

0.

0.
2,488.
525.
250.
228.

N O B O W MDD O O O o o o o

167,407.

0.0
0.0
0.0
0.0

TOTAL

180.
120.
100.
400.
1,348.
400.
85.
100.
30.
25.
2,488.
525.
250.
228.
700.
207,159.

500.
500.
450.
162.
400.

12.
550.

97.

~N O B O W N O O O O O O O o o o

© o o © o o o o



DEPARTMENT OF ENVIRONMENTAL CONSERVATION (CONT.)

X X X AGENCY TOTALS X X X

- » X DEPARTMENT OF COMMUNITY & REGIONAL AFFAIRS X X X

SUPPLEMENTAL HOUSING DEVELOPMENT FUND

WEATHERIZATION AND ENERGY CONSERVATION

COMMUNITY BLOCK GRANTS

OIL OVERCHARGE SETTLEMENT FUNDS

TENAKEE COMMUNITY CENTER COMPLETION

MCGRATH ENERGY CONSERVATION GRANT

KOYUKUK PRESCHOOL BUILDING REPLACEMENT GRANT
X X X AGENCY TOTALS X X X

X X X DEPARTMENT OF CORRECTIONS X X X
RENOVATION, REPAIR, EQUIPMENT AND EXPANSION
X X X AGENCY TOTALS X X X

X X X UNIVERSITY OF ALASKA X X x
UAS KETCHIKAN COLLEGE PAUL BUILDING FIRE DETECTION

UAS KETCHIKAN COLLEGE ZIEGLER BUILDING FIRE DETECTION SYSTEM

UAF SEWARD IMS HAZARDOUS MATERIALS STORAGE

STATEWIDE UNIVERSITY OF ALASKA LEASE/PURCHASE COMPUTER UPGRADE

UA ANCHORAGE NEW AND REPLACEMENT EQUIPMENT

UA FAIRBANKS NEW AND REPLACEMENT CAPITAL EQUIPMENT
UA SOUTHEAST NEW AND REPLACEMENT CAPITAL EQUIPMENT
ALASKA CENTER FOR INTERNATIONAL BUSINESS ENDOWMENT
ROSIE CREEK FIRE RESEARCH PROJECT

SYSTEM

PAGE 9

2,671

3,500

50.
200.
90.
A,090.

1,000.
1,000.

55.
56.
30.

366

500.
500.
150.
2,500.
150.

© © o °© o o o

O O O O O o o L o

GENERAL FUND
.0

.0
250.

OTHER FUNDS
0.0

0.0
1,700.0
3,000.0
7,A80.0

0.0

0.0

0.0

12,180.0

0.0
0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

TOTAL
2,671.0

3,500.0
1,950.0
3,000.0
7,A80.0
50.0
200.
90.
16,270.

o o o

1,000.0
1,000.0

55.0
56.1
30.0
366.0,
500.(A
500.0 .
150.0
2,500.0
150.0



UNIVERSITY OF ALASKA (CONT.)

GENERAL FUND OTHER FUNDS TOTAL
X X X AGENCY TOTALS X X X A,307.1 0.0 A 307.1
X X X ALASKA COURT SYSTEM X X X
STATEWIDE COURT SECURITY IMPROVEMENTS 250.0 0.0 250.0
X X X AGENCY TOTALS XXX 250.0 0.0 250.0
X X X ECONOMIC ASSISTANCE CAPITAL PROJECTS XXX
ECONOMIC ASSISTANCE PROJECTS - TOBE DEVELOPED WITH THE LEGISL 150,000.0 0.0 150,000.0
X X X AGENCY TOTALS X X X 150,000.0 0.0 150,000.0

PAGE 10



SB 341
Amendments
Suggested by Department of Revenue

Amendment No. 1
Insert new sections to read:
* Sec. 3. AS 18.55.010 1is amended to read:

Sec. 18.55.010. PURPOSE OF AS 18.55.010-
18.55.290. The purpose of AS 18.55.010- 18.55.290
is to remedy the acute housing shortage that exists
in certain localities of the state by undertaking
slum clearance, low-cost housing projects, housing
for persons and their families engaged in national
defense activities in the state, and housing
projects and housing for veterans of World War 11
and other citizens of the state and to remedy the
short supply of necessary public buildings and
equipment by providing for the financing,
construction and acquisition of public buildings
and equipment for lease to the state.

* Sec. 4. AS 18.55.080 is amended to read:

Sec. 18.55.080. MEMBERS OR EMPLOYEES
PROHIBITED FROM ACQUIRING INTEREST IN PROJECTS. A
member or employee of the authority may not acquire
an interest, direct or indirect, 1in a housing or
public building or equipment project, or 1in
property or a contract for materials or services
included or planned to be included in a project.

IT a member or employee owns or controls an
interest, the member or employee shall immediately
disclose the interest in writing to tne authority.
Failure to make disclosure constitutes misconduct
in office.

* Sec. 5. AS 18.55.100(a)(15) is amended to read:
(15) arrange or contract for the financing,
design, construction and acquisition of public

buildings and equipment for lease to the state 1in
accordance with AS 18.55.010- 10.55.290.

* Sec. 6. AS 18.55.100(d) 1is amended to read:

(d) Notwithstanding (a)(7) and (15) of this
section, a proposed public building or equipment



project shall be submitted by the authority to the
legislature for review. The authority may proceed
with the public buildings or equipment project only
if it is approved by law. An appropriation does
not constitute approval by law for purposes of this
subsection.

Sec. 7. AS 18.55.150 1is amended to read:

Sec. 18.55.150. SECURITY FOR BONDS. The
authority may issue bonds including but not limited
to bonds on which the principal and interest are
payable (1) exclusively from the income and revenue
of the housing project financed with the proceeds
of the bonds. (2) exclusively from the income and
revenue of designated housing projects whether or
not they are financed 1in whole or in part with the
proceeds of the bonds. (3) from its revenue
generally, or (4) exclusively from rents collected
on public buildings or equipment. Bonds may be
additionally secured by a pledge of a grant or
contribution from the federal government or from
another source, or by a pledge of income or revenue
of the authority, or by a mortgage of a housing
project or other property of the authority.

Sec. 8. AS 18.55.180 1is amended to read:

Sec. 18.55.180. ISSUANCE AND SALE OF BONDS
AND NOTES. Bonds and notes of the authority are
authorized by adoption of a resolution prescribing
the date of 1issuance and maturity, interest rate,
denomination, form, conversion privilege, rank or
priority, execution, terms or redemption, medium
and place of payment. Bonds and notes may be sold
in the manner, on the terms, and at the price the
authority determines. Each bond and note 1is
negotiable. The signature of a member or an
officer upon a bond or note or coupon 1is not
invalidated by that person®s ceasing to hold office
before the delivery of the bond or note. The
recitation of a bond or note that it has been
issued in the financing of a housing or public
building or equipment project under AS 18.55.010--
18.55.290 1is conclusive as to the issuance of the
bond or note and the character of the project in a
challenge of the validity of the bond or note or

the security for it.
Sec. 9. AS 18.55.200(4) 1is amended to read:

(4) covenant with respect to limitations on



its right to sell, lease or otherwise dispose of a
housing or public building or equipment project or
a part of a housing or public building or equipment
project;

Sec. 10. AS 18.55.200(10) is amended to read.

(10) covenant subject to the Ilimitations
contained in AS 18.55.010--18.55.290 as to the
rents and fees to be charged in the operation of a
housing or public building or equipment project,
the amount to be raised each year or other period
of time by rents, fees and other revenues, and as
to the use and disposition of these revenues;

Sec. 11. AS 18.55.200(15) is amended to read:

(15) vest in one or more trustees the right,
in the event of a default by the authority, to take
possession of a housing or public building or
equipment project or a part of the project, and so
long as the authority continues in default to
retain possession and to use. operate and manage
the project, and to collect the rents and revenues
from the project, and to dispose of the money
according to the agreement between the authority
and the trustees;

Sec. 12. AS 18.55.220(1) and (2) are amended to
read:

(1) to have possession of a housing or public
building or equipment project or part of one
surrendered to the obligee, with possession
retained by the obligee as long as the authority
continues in default:

(2) to obtain the appointment of a receiver
of a housing or public building or equipment
project or part of one and its rents and profits,
who may enter, take possessicn and for the duration
of the default opeate and maintain it, collect and
receive all fees, rents, revenues or other charges
thereafter arising, and keep the money in a
separate account or. accounts to be applied in
accordance with the obligations of the authority as

the court directs:
Sec. 13. AS 18.55.240 is amended to read:
Sec. 18.55.240. POWER OF AUTHORITY TO OBTAIN

FEDERAL AID AND COOPERATION. The authority may
borrow, accept contributions, grants or other



financial assistance from the federal government 1in
aid of any housing or public building or equipment
project and for this purpose may comply with
conditions and enter into the mortgages, trust
indentures, Jleases or agreements that are
necessary, convenient or desirable 1in order to
obtain financial aid or cooperation from the
federal government in the undertaking,

construction, maintenance, or operation of a
housing or public building or equipment project.

* Sec. 14. AS 18.55.250 1is amended to read:

Sec. 18.55.250. MPTION FROM TAXES AND
ASSESSMENTS. The pro/jL"y of the authority is
public property used fo? essential public and
governmental purposes and this property and the
authority are exempt from all taxes and special
assessments of a municipality, the state, or
political subdivision of the state. However,
instead of taxes, the authority may make payments
to the municipality or political subdivision for
improvements, services and facilities furnished by
it for the benefit of a housing or public building
or equipment project.

and renumber succeeding sections accordingly.

Amendment No. 2

€))

()

(©)

(d)

Page 2. line 4:

After "LAND", 1insert "OR PUBLIC BUILDINGS OR EQUIPMENT"
Page 2. line 6:

After "building"”. insert "or equipment"”

Page 2, line 20:

After "building”™, 1insert "or equipment”

Page 2, line 26

After "building”, insert "or equipment”



The Honorable Mitch Abood, Chairman

Senate State Affairs Committee

P.O. Box V

Juneau, AK 99811 M 11U 4

Dear Senator Abood:

At the request of our Board Chair, Bill Miles, enclosed 1is a
copy of a letter filed with Senator Faiks regarding the
introduction of SB 328, currently under review 1iIn Senate State
Affairs.

The Alaska State Building Authority, formerly the Alaska State
Housing Authority, is an independent public corporation
operating for the benefit and within the auspices of State
government. It has historically financed many state facilities.
The legislation before you proposes to continue this role for
three specific projects in Anchorage, Fairbanks and Seward. Our
role is primarily in financing although we also have the
capability, if desired, to oversee new project construction as
wel 1.

These services are provided to the State 1in response to requests
from either the State Bond Committee or signatories to the
Memorandum of Understanding (MOU) that covers such financings.

A copy of this MOU is enclosed for your information. To
summarize, we provide a passive role with regard to determining
the need, size and scope of such facilities for the State. Once

determined, and approved by the Legislature, we provide an
active role in seeking and obtaining the necessary financing.
Questions about tlie projects themselves are best directed to the
requesting agencies. Questions about the financing may be
answered by elthcr this office or the staff to tho State Bond
Committee 1in the Department of Revenue.

Thank you for your review of tills legislation. We look forward
to providing these services to the State.

Sincerely,

ALASKA STATK BUILDING AUTHORITY
X . o ST2>

Barbara Morse-Qulnn
Executive Director
enclosures

cc: Bill MI les
Milt Barker
State Affairs Committee Members

AIAIKA STATI auitOMM AUtHOKitv MEIMTIOW AAO 45
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January 12, 1988

The Honorable Jan Falks
President

Alaska State Senate
P.0. Box V

Juneau, AK 99811

Dear President Falks:

The assistance of the Alaska State Building Authority has been
requested by the Alaska Department of Administration and the
Alaska Court System to provide lease financing for three public
building projects--the Seward Student Service Center and the
Anchorage and Fairbanks Court Facilities. The three projects
are briefly described below and are Dbeing submitted for review
by the legislature pursuant to AS 18.55.100(d).

Seward Student Service Center

This project is essentially a refinancing OXx an existing State
lease-financed project. The refinancing would result in
substantial savings in lease rental payments over the payment
schedule to which the State is now committed. The refinancing
contemplates a purchase by the Authority of the facility fronm
the current lessor, Delta Fox, Ltd. (formerly Dick Fischer
Development, 1Inc.). The Authority would issue financing 1in an
amount sufficient to provide the 85,236,740 needed for the
purchase as well as a reserve fund and costs of issuance. The
Department of Revenue has estimated an issuance of 85,440,000
for the Student Center. The new lease of the facility to the
State is estimated by the Department of Revenue to result 1in
present value savings 1in State rental payments of 81,177,246.
The enclosed letter from Commissioner John Andrews contalrs
information 1in more detail concerning this refinancing.

Under AS 10.55.100(d), approval by law of the project 1is a
prerequisite to the undertaking of any public building project
by the Authority.

Fairbanks Court Facility

This project is a lease financing for a court facility whicli has
already been authorized by law but not yet financed or
constructed. The Authority would provide financing for the
Fairbanks Court Facility authorized by Section 2, Ch. 92, SLA
1986. The project cost was estimated at S27,645,000 1in the
fiscal note for the original legislation. The total financing
has been estimated at $28,645,000 in the fiscal note for the
present legislation. Annual debt service and corresponding
lease payments by the State .ire estimated to be $2,795,000,
assuming 23-year maximum maturity and a true Interest cost of
7.96 percent.

AIAMAttAU (UMDtxa AUTHORITY VI QAA* VoA xnts " w3 ire- »i<;.wvi
r >»0[ «U\Ab ,

a*.: «av.ain'd



The Honorable Jan Faiks
-2-
January 12, 1988

Anchorage Court Facility

This project is a lease financing for a court facility which has
already been authorized by law but not vyet financed or
constructed. The Authority would provide financing for the
Anchorage Court Facility authorized by Section 2, Ch. 78, SLA
1904. The project cost has been estimated at $70,000,000, and
the total financing at $84,285,000 1in the Tfiscal note for the
present legislation. Annual debt service and corresponding
lease payments by the State are estimated to be $8,220,000,
assuming 23-year maximum maturity and a true interest cost of
7.89 percent.

The Alaska State Building Authority welcomes this opportunity to
serve the State in realizing cost savings 1in the financing of
public building prijects.

Sincerely,

ALASKA STATE BUILDING AUTHORITY

FE—

Barbara Morse-Quirin
Executive Director

sSms



/ STEVE COWPER, GOVERNOR
%
& #

/
DEPARTMENT OF REVENUE ELEVENTH FLOOR
STATE OFFICE BUILDING
P.0. BOX SB
TREASURYDIVISION ~ m JUNEAU. ALASKA 99811-0400

December 4, 1987

The Honorable Jan Faiks
Senate President

Alaska State Legislature
P.0. Box V

Juneau, AX 99811

Dear Senator Faiks:

In compliance with AS 36.30.080(c), 1 wish to inform you that the Department
of Administration intends to enter into a lease-financing agreement for the
Seward Student Service Center which may have annual rent in excess of
$1,000,000 to be paid by the State. The agreement is expected to be with the
Alaska State Building Authority (ASBA) as lessor. The State would assign its
purchase option under an existing lease-financing agreement to ASBA. ASBA
would issue debt and use the proceeds to exercise the purchase option. State
lease rental payments under the new lease-financing agreements with ASBA would
pay the debt service on ASBA debt. The reason for this undertaking is that
the State"s lease rental payments will decrease significantly under the new
lease-financing agreement as a result of declines in interest rates. The
current lessor®"s proceeds from sale of the leased facilities to ASBA will be
used to payoff currently outstanding debt issued by the current lessor.

Under the proposed lease-financing agreement, ASBA would acquire the Seward
Jtudent Service Center from Delta Fox, Ltd. (formerly Dick Fischer

Development, 1Inc.) at one of the prices listed below:

Seward Student Service Center

Closing Date of Property Sale Price
July - July 30, 1988 $5,236,740.00
July - July 30, 1989 $4,988,016.00
July - July 30, 1990 $4,717,860.00
July - July 30, 1991 $4 ,422,324.00
July - July 30, 1992 $4,094,640.00
July - July 30, 1993 $3,778,756.00
July - July 30, 1994 $3,360,876.00
July - July 30. 1995 $2,942,952.00
July - July 30, 1996 $2,474,832.00
July - July 30, 1997 $1,952,004.00
July - July 30, 1998 $1,370,520.00
July - July 30, 1999 $ 722,484.00

04 D13LM



The Honorable Jan Faiks
December 4, 1987
Page 2

The Seward Student Service Center is a student lounge and recreation complex
for the Alaska Vocational-Technical (Vo-Tec) Center at Seward. The Vo-Tec
Center is the only State-operated adult vocational training facility in the
State. The Center was completed and occupied by the State in April 1985.

Assuming the sale is closed during July 3 to July 30, -988, the purchase price
would be $5,236,740. The anticipated amount of the ASBA financing for this
project would be $5,440,090 including the costs of issuance. The resulting
anticipated annual lease rental payments by the State compared to existing
payments would be:

Seward Student Service Center

Fiscal

Year Anticipated Rent Existing Rent Savings
1989 $ 205,555 $ 803,160 $ 597,605
1990 719,349 803,160 83,811
1991 729,292 806,348 77,056
1992 721,299 809,550 88,251
1993 722,311 812,763 90,453
1994 713,554 815,990 102,437
1995 726,705 819,230 92,524
1996 716,044 822,482 106,438
1997 726,954 825,747 98,793
1998 720,573 829,025 108,452
1999 725.809 832.317 106.508
TOTAL $7 .427 r445 $8,979,772 $1,552,328

Notes to Seward Student Service Center Table:

1. 1989 anticipated rent is reduced by $460,872.50; the reduction is
calculated as follows: June 10, 1988 Existing Rent Payment of $723,592.30
which is net of $79,567.50 to be paid to the State on July 2, 1988,

representing savings on the 1986 refunding certificates - credit for
payment one year advance - (certificates outstanding X 103% call premium -
purchase price - reserve fund).

2. 1989 and later existing rents are reduced by the credit for payment one

year in advance.
3. 1991 and later existing rents have been escalated by the July 1984 to July

1986 increase in the Anchorage CPIl pursuant to inflation adjustment
provision of the lease.



The Honorable Jan Faiks
December 4, 1987
Page 3

The present value of the savings to the State is estimated at $1,177,246 using
the estimated 6.9144 percent true interest cost on the proposed ASBA financing.

Sincerely yours,

John Andrews
Commissioner of Administration

JA/MB/gb
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STATE OF ALASKA 1988 LEGISLATIVE SESSION
FISCAL NOTE

Agency Affected:

REQUEST
Revision Date:_ r/ zZ2 /0
Title: Authorizing 3"-ATaslca State Building bru:

Authority projects & lease-financing

Sponsor: Rules by Request of Govenror

Requestor:

Bill Version:. S~g,j tl

Publish Date:

Components:.

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPHENT
LANDS & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

1 CAPITAL
1 REVENUE

FUNDING: (Thousands of Dollars)
| GENERAL FUND

| FEDERAL FUNDS

| OTHER

1 TOTAL

POSITIONS:

| FULL-TIME
I PART-TIHE
I  TEMPORARY

ANALYSIS: See attached analysis.

Prepared By: Hilt Barker a /6>
Division: Treasury

Approved by Commissioner:
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Distribution (by preparer):
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1
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Fiscal Note Analysis
for
An Act Authorizing three Alaska State Building
Authority public building projects, and lease-
financing agreements for the projects; and
providing for an effective date.

The projected annual savings on refinancing the Seward Student
Service Center through its acquisition by the Alaska State
Building Authority as well as the additional annual lease-
financing rental payments for the Anchorage and Fairbanks court
facilities are estimated as follows:

Anchorage Fairbanks
Fiscal Seward Student Court Court
Year Service Center Facility Facility Total
1989 $ (597,605) $ (597,605)
1990 (83,811) (83.811)
1991 (77,056) $ 1,855.000 $ 630,000 2,407,944
1992 (88,251) 8, 222,750 2,793,385 10,927,884
1993 (90,453) 8, 221.350 2,795,505 10,926,402
1994 to
maturity (615.152) 148 .972.828 50,290.143 198,647.819
Total $(1,552,328) $167,271,928 $56,509,033 $222,228,633

The present value of the savings on the Seward facility would be
$1,177,246, representing a savings of 21.6 percent of the amount
of bonds issued. This is far above the State Bond Committee®s
criteria of 3 percent savings to justify a refinancing.

The Seward refinancing would reduce the required lease payments
to be made by the State Bond Committee for Seward as detailed 1in
the attached November 8. 1987 memo. However, because the actual
interest rate on the refunding debt--and therefore the actual
reduction in debt service--will not be known until the bonds are
sold, no reduction should be made to the $11,769,042.33
appropriation to the State Bond Committee for FY 89 lease
payments. The FY 89 savings would lapse and future
appropriations would be reduced.

Please see the attached letter from John Andrews for additional
information on the Seward refinancing.

No appropriation is required for FY 89 or FY 90 lease payments
for the court facilities. They will be paid as capitalized
interest from bond proceeds. Subsequent lease payments will
require appropriation.



The court facilities have already been authorized by law. The
lease costs shown for the court facilities generally are expected
to be incurred with or without this legislation. This
legislation, by possibly substituting the Alaska State Building

Authority for municipal or other issuers, should reduce financing
costs.



§18.55.050 Alaska Statutes §18.55.100

Sec. 18.55.050. Quorum. Three members is a quorum. (8 40-7-3
ACLA 1949)

Sec. 18.55.070. Officers and employees. The members shall se-
lect a chairman and a vice chairman from among its members. The
authority may employ an executive director, technical experts, and
other officers, agents and employees it requires. (§ 40-7-3 ACLA
1949)

Sec. 18.55.080. Members or employees prohibited from ac-
quiring interest in projects. A member or employee ofthe authority
may not acquire an interest, direct or indirect, in a housing or public
building project, or in property or a contract for materials or services
included or planned to be included in a project. If a member or em-
ployee owns or controls an interest, the member or employee shall
immediately disclose the interest in writing to the authority. Failure
to make disclosure constitutes misconduct in office. (§ 40-7-4 ACLA
1949; am 8 2 ch 99 SLA 1965)

%B&Cﬂ)@mﬂdm [Ryeded 82 ch 99 A

Sec. 18.55.100. Powers of authority, (a) The authority has all
powers necessary to carry out the purposes of AS 18.55.010 —
18.55.290 including but not limited to the following:

(1) sue and be sued;

(2) adopt a seal;

(3) have perpetual succession;

(4) adopt, amend and repeal bylaws and regulations;

(5) make and execute contracts and other instruments;

(6) in its own name, own, exchange, transfer, lease, rent, convey, or
acquire by eminent domain under AS 09.55.240 — 09.55.460, or other-
wise, real and personal property; provided that no project site or part
of a project site may be acquired by eminent domain until the author-
ity has secured, through negotiation, options for the purchase of at
least 50 per cent of the properties included in the site, except in disas-
ter areas; in an eminent domain proceeding the court may, upon mo-
tion and ufter a hearing, fix the time when and the terms upon which
the parties in possession are required to surrender possession to the
plaintiff; if the court finds that urgent public necessity requires, it
may grunt the plaintiff possession at any time after the proceeding
has been commenced;

(7) to provide, subject to the applicable planning, zoning, sanitary
and building laws, ordinances, and regulations for the construction,
improvement, alteration, or repair of a housing or public building
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project or any part of a housing or public building project, and also,
subject to the same restrictions, to provide for the construction, im-
provement, alteration, repair, planning, financing, and interim opera-
tion of a sewer or water system, or part ofa sewer or water system, to
foster, encourage, and permit the development of housing projects by
private and public developers and builders;

(8) operate those housing projects and to act as agent or lessee in
developing or administering housing projects undertaken by the fed-
eral government;

(9) arrange or contract for services, privileges, works or facilities
for or in connection with a housing project or the occupants of a hous-
ing project and notwithstanding anything to the contrary contained in
AS 18.55.010 — 18,55.470 or in any other provision of law, include in
the contract stipulations that the contractor and subcontractors com-
ply with requirements as to minimum wages and maximum hours of
labor, with any conditions that the federal government may have
attached to its financial aid of the project, and with any pertinent
state law;

(10) establish and revise rent schedules;

(11) insure any real or personal property or operations of the au-
thority against any risks or hazards;

(12) invest in property or securities in which banks or trust compa-
nies may legally invest any funds held in reserves or sinking funds or
any funds not required for immediate disbursement;

(13) purchase its bonds at a price not more than the principal
amount ofthe bonds and accrued interest, all bonds so purchased to be
canceled;

(14) investigate and study living and housing conditions and the
clearing and reconstructing of slum areas;

(15) arrange or contract for the financing, design, construction and
acquisition of public buildings for lease to the state in accordance with
AS 18.55.010 — 18.55.290.

(b) Notwithstanding any other provisions in AS 18.55.010 —
18.55.470

(1) when the local governing body certifies that an area is in need of
a housing project under any of the provisions or powers within AS
18.55.010 — 18.55.470 as a result of the earthquakes nf 1964 and all
results and aftereffects respecting which the governor of the state has
certified the need for disaster assistance, the authority may plan,
undertake, und carry out the project in the disaster area;

(2) with the approval of the local governing body, and immediately
after the approval, the authority may acquire real propertj for the
purposes of AS 18.55.010 — 18.55.470, and demolish and remove uny
structure on the property, und it may pay all costs related to the
acquisition, demolition, or removal, including any administrative or
relocation expenses, unless payment of the costs are contrary to appli-
cable federal law nr regulation;
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(4) for the purposes of this subsection, AS 18.55.130 and 18.55.330
do not apply.

(c) Any two or more authorities may join or cooperate with one
anotner in the exercise of any or all of the power conferred by the
housing authorities law for the purpose of financing, planning, under-
taking, constructing or operating a housing project or projects located
within the area of operation of one or more of the authorities.

(d) Notwithstanding (a)(7) and (15) of this section, a proposed public
building project shall be submitted by the authority to the legislature
for review. The authority may proceed with the public building project
only if it is approved by law. An appropriation does not constitute
approval by law for purposes of this subsection. (§ 40-7-6 ACLA 1949;
am 8 2 ch 8 SLA 1949; am 8§ 1 ch 38 SLA 1964; am § 1ch 79 SLA
1964; am 88 3, 4 ch 99 SLA 1965; am § 2 ch 60 SLA 1966; am § 2 ch
118 SLA 1967; am 88 1, 2 ch 116 SLA 1968; am § 1ch 151 SLA 1975;
am § 2 ch 103 SLA 1986)

Effect of amendments. — The 1986
amendment added subsection (d).

NOTES TO DECISIONS

Cited in Hardy v. Island Homes. Inc.,
Sup. Ct. Op. No. 48 (File No. 39). 363 P.2d
637 (1961).

S¢ 18516 Leae of authoi ic hildrgs o pditicd
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Sec. 18.55.110. Cooperation with and aid of federal govern-
ment. The authority may do all things necessary or desirable to coop-
erate with or act as agent for the federal government, or to secure
financial aid for housing projects for veterans of World War 1l and
other citizens of the state, provided that those projects may not be
undertaken unless an acute shortage of housing exists. With respect
to those projects, the authority may not be subject to limitations, re-
strictions or requirements of other laws, except those relating to land
acquisition, prescribing or limiting the procedure or action to be taken
in the development or administration of any buildings, property, pub-
lic works, undertakings or projects of municipal or public corporations
or agencies of the state. (8 40-7-7 ACLA 1949; am § 3 ch 8 SLA 1949)
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Sec. 36.30.070. Supply management. The commissioner shall
adopt regulations governing the

(1) management of supplies during their entire life cycle;

(2) sale, lease, or disposal of surplus supplies by public auction,
competitive sealed bidding, or other appropriate method;

(3) purchase of surplus supplies by an employee of the using or
disposing agency; and

(4) transfer of excess supplies. (8 2 ch 106 SLA 1986)

Sec. 36.30.080. Leases, (a) The department shall lease space for
the use of the state or an agency wherever it is necessary and feasible,
subject to compliance with the requirements of this chapter. A lease
may not provide for a period of occupancy greater than 40 years. An
agency requiring office, warehouse, or other space shall lease the
space through the department.

(b) The department may enter into lease-financing agreements, in-
cluding lease-purchase agreements and agreements related to the is-
suance of certificates of participation. A lease-financing agreement
must provide that lease payments are subject to annual appropriation.

(c) Ifthe department intends to enter into a lease or lease-financing
agreement with an annual rent to the state anticipated to exceed
81,000,000, the department shall provide notice to the legislature. The
notice must include the anticipated annual lease obligation amount
and the anticipated total construction, acquisition, or other costs of
the project. The department may not enter into an agreement under
this subsection unless the project has been approved by the legislature
by law. An appropriation for the project does not constitute approval
of the project for purposes of this subsection. (8 2 ch 106 SLA 1986)

Article 2. Competitive Sealed Bidding.

Section

150. Bid acceptance and bid evaluation

160. Lute bids; correction or withdrawal
uf bids; cancellation of awards

170. (,'ontrnct award after bids

190. Multi-step sealed bidding

Section

100. General policy

110 Invitation to bid

115. Subcontractors

120. Bid security

11JO. Public notice of invitation to bid
11(). Bid opening

Effective date of urticlc. — Section nicipal corporation to recover back from

09. eli. mu, SLA I!W6, us amended by

> 27, ch. 65, SLA 1JH7, provides that this

article takes effect .lunuury 1, I'JHH
(.'ollutcriil references. — Might of mu-

contractor payments made under contract
violating competitive bidding statute. 33
A1113d 307,



MEMORANDUM OF UNDERSTANDING

This is a MEMORANDUM OF UNDERSTANDING (MOU) between the
Alaska State Building Authority (the Authority) and the State
of Alaska (State) which 1is comprised of the State Bond
Committee of the State of Alaska (SBC), the Department of
Administration of the State of Alaska (DOA), the Department of
Transportation and Public Facilities of the State of Alaska
(DOTPF). the Alaska Court System (Court System), and the
University of Alaska (University).

WHEREAS, the State of Alaska is authorized to lease space
for the use ofthe State or any agency of the State through the
DOA by AS 37.05.280 (repealed, effective January 1. 1988) and
AS 36.30.080 (effective January 1, 1988), through the Court
System by AS 22.05.025, and through the University by AS
14.40.040; and

WHEREAS, the Authority 1is willing to provide for the
financing, design, construction, or acquisition of public
buildings by the issuance of obligations of the Authority,
which obligation shall be paid by rents on such public
buildings appropriated annually by the State; and

WHEREAS, DOTPF and the University Division of Facilities
Planning and Construction are experienced with the management
of development, construction, and related services for public
buildings; and

WHEREAS, the amount of the State"s annual rental payment
obligations affects the State"s operating budget, which may
have an effect upon the creditworthiness of the State and the
Authority; and

WHEREAS, the State of Alas».a and the Authority desire to
minimize the cost to the State of leasing public buildings and
to preserve the creditworthiness of the State and the
Authority; and

WHEREAS, the Authority desires to be protected from any
liability resulting from financing or refinancing public
buildings; and

WHEREAS, the interests of the Authority and the State of
Alaska are best served by a cooperative effort to reduce the
State®"s lease rental and building financing costs, preserve the
creditworthiness of the State of Alaska and the Authority, and
protect the Authority from liability;

NOW, THEREFORE, the parties hereto have set forth below
their understanding of certain procedures to be followed in the
development of transactions for the lease by the State and the



financing by the Authority of certain public buildings within
the State.

1.

Obligations for the purchase, construction, or
refinancing of public buildings for which lease
payments may be met from annual State general fund
appropriations may be issued by the Alaska State
Building Authority. The Authority, or its designee,
shall be the lessor of such public buildings.
Financings shall Dbe structured such that bond owners
or certificate owners shall have no recourse against
the general credit of the Authority in the event of
noncccupancy due to cost overruns, noncompletion, or
any event of lessee nonperformance or nonappropriation
of rent. The Authority"s obligations shall be secured
solely by lessee rental payments and. if required, by
a security interest in the project financed and shall
not be payable from any revenues or assets of the
Authority other than those expressly pledged.

The DOA shall be the lessee for the public buildings
used by the agencies of the executive branch of the
State.

The Authority shall isrue obligations for the purchase,
construction, or refinancing of State public buildings
only as authorized by law. The parties to this MOU
shall coordinate with each other any presentations to
the Legislature regarding a public building project.
SBC shall review any authorization by law for a public
building project and may advise the DOA, University,

or Court System whether to request the Authority to
proceed to finance a building for lease.

The financial advisor to the SBC shall assist the DOA.
University, or Court System 1in negotiating any lease
with the Authority and in connection therewith shall
undertake the following:

a. make recommendations to the DOA. University, or
Court System and SBC with respect to the type,
amount, maturities, call features, security
features, credit enhancement features, time and
manner of sale, bidding terms and conditions, and
use of proceeds of the financing obligation to the
extent such matters affect the terms of the lease
to be executed;

b. for negotiated sales or private placements, give
its recommendation to the DOA. University, or
Court System and SBC with respect to the party or
parties selected by the Authority to be underwriter



or purchaser of the financial obligations of the
Authority;

C. if compensation of trustees or paying agents
retained by the Authority are to be paid directly
or indirectly from lease rental payments, make
recommendations to the DOA, University, or Court
Syste and SBC with respect to the retention,
selection, or compensation of such trustees or
paying agents selected by the Authority;

d. to the extent that costs are to be paid directly
or indirectly from lease rentals, make recommenda—
tions to the DOA. University, or Court System and
SBC as to the reasonableness of compensation to be
paid from bond proceeds for all professional
services and other costs of issuance; arid

e. in connection with any sale of Authority
obligations, review bids or pricing of the
financing obligation, including discounts,
underwriting spreads, 1insurance or letter of
credit fees, and interest cates; and recommend to
the DOA, University, or Court System and SBC
whether the Authority should accept or reject any
bid.

The financial advisor to the SBC shall assist in the
preparation for the sale of financial obligations of
the Authority and in conjunction therewith shall
undertake the following:

a. draft the text of information about the State to
be presented in the of 1icial statement or private
placement memorandum ol the Authority;

b. participate with the Authority®"s financial advisor
in the organization and management Fc rating
agency presentations with respect to the credit of
the State as related to the State®s obligation
under the lease and with respect to the financial
obl.gations of the Authority.

The financial advisor to the Authority shall undertake
any duties in connection with the financing required
by law or otherwise deemed necessary or advisable by
the Authority.

Bond counsel for the Authority shall prepare all
necessary documents for the authorization, sale, and
delivery of financing obligations of the Authority and
shall perform with respect thereto (i) all services



customarily provided by Bond Counsel with respect to
such authorization, sale, and delivery and (ii) all
other services requested by the Authority in
connection with 1its purposes and powers for financing
of 1its projects. These services shall include but no-,
be limited to the following:

a. draft and submit the authorizing resolutions of
the Authority and any trust indenture or trust
agreement to be adopted;

b. review the sections of the official statement or
other offering statement describing the trust
indenture or trust agreement obligations, and

other documents drafted by the bond counsel;
C. draft security documents;

d. draft documents necessary to sell the financing
obligations whether at public or private sale;

e. draft all documents necessary to establish the
tax-exempt status of the financing obligations,
including the tax-exemption "non-arbitrage"”
cercij.icate.

f. draft all closing documents, documents necessary
for delivery of the financing obligations, and
other documents relating to tne validity of the
obligations, including the final approving opinion;

g- attend the closing of the sale of the financing
obligations; and

h. inform the Authority, DOA, University, or Court
System and SBC as to the contents of. and
requirements to adopt, all 1legal documents

necessary 1in connection with the authorization,
sale, and delivery of the financing obligations:
and prepare drafts of said documents 1in a timely
fashion as necessary to meet the time schedule for
the authorization, sale, and delivery of the
financing obligations.

Counsel for the DOA. University, Court System, or SBC
shall prepare any lease or other agreement between the
State and the Authority and may review the documents,
recommendations, and actions of any party to this
Memorandum or 1its agents and make recommendations to
the parties thereon.



