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Historical Total Returns of Govemaent Bonds in U.S. Dollars
t in  pe rcen t)

Country 1973*** 1979 1960 1981 1962 1983 1934 1985 1986 1987 1968
1978-
1988**

Amualiied
1978-
1968**

Standard 
Deviation 
of Amuai 
Returns

Australia* H/A N/A H/A N/A H/A H/A N/A -12.36 '.7,61 28.69 30.36 72.90 14.67 17.13

Canada -2.38 -0 .63 1.70 -2.41 35.73 9.57 8-80 17.51 17.16 8.57 20.01 179.45 ' 10.92 11.13

France 31.90 0.15 -8.07 -16.07 1.88 -2.81 1.60 52.70 33.93 25.63 3.75 172.84 10.65 20.31

Germany 15.51 7.40 -10.58 -8.42 14.09 •8.06 -1.03 43.36 38.72 28.67 -6.30 152.89 9.81 18.62

Netherlands 7.69 16.24 -5.76 -8.55 15.85 -8.61 -2.61 42.66 36.14 32.01 -6.10 167.82 10.44 18.25

Switzerland 32.19 -0 .59 -9.63 -1.65 1.18 -4.82 -14.66 34.36 35.16 32.60 -12.49 102.26 7.36 19.64

United Kingdoa 3.63 12.40 28.68 -19.00 26.51 1.04 -13.11 40.59 15.28 47.52ta 2.96 233.10 12.90 20.06

United States 0.51 1.90 -0.79 3.86 31.33 4.06 14.29 28.48 21.63 -1.37 5.15 173.37 10.67 11.34

Japan 32.70 -21.46 22.88 5.50 3.28 12.55 2.69 37.31 43.57 39.8*7 4.24 365.49 16.72 19.33

Hon-U.l'.* 18.74 -4 .96 13.68 -4.61 11.88 4.32 -1.96 37.15 33.92 36.17 2.95 260.43 13.80 15.45

World* 9.74 -1.74 7.82 -1.04 20.24 5.73 5.70 32.21 26.47 15.53 5.88 216.27 12.31 10.42

Source: D atastrea*

* Australian cumulative returns are for 1964 - 1966. World tod Non-U.S. returns are weighted by laarlcet capitalizaticns.

** Hunters are calculated fro* January 1973 - December 1988. •

*** 197B total returns are calculated fro* January - December 1978, i .e . ,  11 months. The reported number is not annualized.
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HOUSE COMMITTEE REPORT
Date Referred: January 9, 1989 

Date of Committee Action:

(5)

The STATE AFFAIRS Committee recommends that:

HOUSE BILL NO. 73 [TECH. AMENDT'S - PUB. EMP. BENEFITS]

"An Act making technical amendments to public employee benefits statutes? 
and providing for an effective date."

FURTHER REFERRALS: JUDICIARY

FINANCE

[ ] the same title
[ ] be replaced with __________________________________________________ [ ] a new title

[ ] have attached amendment(s)

[)^] do pass 
[ ] do not pass

[ ] no recommendation
[ ] individual recommendations
[ j additional referral to the ________ Committee

letter of intentADOPTS:

ATTACHES NEW FISCAL NOTE(s): 

[ ] fiscal impact

[ ] zero fiscal note

C ] zero with analysis

SIGNING DQ PASS:

APPROVES PREVIOUS:

[ ] fiscal ncte(s) published:

tXi zero fiscal notes(s) published:

l / 9  tQ Pf

SIGNING OTHER THAN DO PASS:
(Do Not Pass, No Recommendation, Amend)

i£2 / / 2
Chairman's signature



I n t r o d u c e d :  1 /9 /8 9  g o Jw S lIn }
R e f e r r e d :  S t a t e  A f f a i r s ,
J u d i c i a r y  and F inance

 -  *  ' M  - t t - 'W-1

BY THE RULES COMMITTEE BY
1 IN THE HOUSE REQUEST OF THE GOVERNOR

2 HOUSE BILL NO. 73

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH; LEGISLATURE - FIRST SESSION
r  A DTT TJ  A  U j .u u

6 For  an Act e n t i t l e d :  "An Act making t e c h n i c a l  amendments to  p u b l i c  employ-

7 ee b e n e f i t s  s t a t u t e s ;  a i d  p r o v i d i n g  f o r  an  e f f e c t i v e

8 d a t e . "

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: . _v -V- cs
10 * S e c t i o n  1. AS 14 .25 .220(35)  i s  amended t o  r e a d :  ^  ° ^  u  ° *1 “ 0 6 * 0

f i jc S  -V  *•»
11 (35)  " r e t i r e m e n t  fund" o r  " fu n d "  means t h e  fund i n  which the

12 a s s e t s  o f  t h e  s y s t e m , i n c l u d i n g  income and i n t e r e s t  d e r i v e d  from the

13 i n v e s t m e n t  of  money, a r e  d e p o s i t e d  and h e l d ;

14 * Sec.  2 .  AS 2 2 .2 5 .0 4 1 ( b )  i s  amended to  r e a d :

15 (b)  A j u s t i c e  o r  ju d g e  whose c o n t r i b u t i o n s  have been i n v o l u n t a r -

16 i l y  r e f u n d e d  be c ause  o f  a l evy  may r epay  th e  amount l e v i e d  t o g e t h e r

17 w i th  a c c r u e d  i n t e r e s t  whe ther  ox no t  t h e  j u s t i c e  o r  j u d g e  i s  on a c t i v e

18 s e r v i c e .  Repayments s h a l l  be made u n d e r  ( a )  o f  t h i s  s e c t i o n , e x c e p t  ^

19 t h a t  a judge  o r  j u s t i c e  who does  no t  r e t u r n  t o  a c t i v e  s e r v i c e  may

20 repay t h e  c o n t r i b u t i o n s  a t  any t ime b e f o r e  appo in tm en t  to  r e t i r e m e n t .

21 * Sec.  3. AS 3 9 .3 0 . 1 5 0 ( a )  i s  amended to  r e a d :

22 ( a )  In  p l a c e  o f  c o n t r i b u t i o n s  t o  t h e  f e d e r a l  s o c i a l  s e c u r i t y

23 system t h a t  would have been r e q u i r e d  on b e h a l f  o f  an employee had the

24 p a r t i c i p a t i n g  employer  be longed  to  t h e  s o c i a l  s e c u r i t y  s y s te m ,  the

25 p a r t i c i p a t i n g  employer  s h a l l  c o n t r i b u t e  an amount e q u a l  t o  6 .13  p e r -

26 cen t  o f  t h e  wages o f  the  employee up t o  t h e  t a x a b l e  wage base  t h e n  i n

27 e f f e c t  i n  the  s o c i a l  s e c u r i t y  sys tem . T h i s  c o n t r i b u t i o n  must be p a id

28 i n t o  an i n d i v i d u a l  employee a n n u i t y  a c c o u n t  i n  t h e  Depar tm ent  of

29 A d m i n i s t r a t i o n  unde r  t h e  terms o f  t h e  S t a t e  o f  A la ska  Supp lem en ta l

HB0073A -1- HB 73



Annui ty P l a n .  The employer  [DEPARTMENT] s h a l l  pay 6.13 p e r c e n t  o f  the  

wages o f  the  employee up to  t h e  t a x a b l e  wage base  t h e n  i n  e f f e c t  i n  

t he  s o c i a l  s e c u r i t y  sys tem i n t o  t h e  i n d i v i d u a l  employee a n n u i t y  a c ­

count  e s t a b l i s h e d  u n d e r  t h i s  s u b s e c t i o n .  Th i s  wage r e d u c t i o n  must  be 

t r e a t e d  as an employer  c o n t r i b u t i o n  under  26 U.S.C.  4 1 4 ( n ) ( 2 ) .  A l l  

c o s t s  o f  e s t a b l i s h i n g  and a d m i n i s t e r i n g  t h e  programs e s t a b l i s h e d  under  

AS 3 9 ,30 .150  - -  3 9 .3 0 .1 8 0  must  be p a i d  from the  c o n t r i b u t i o n s  made to  

t h e  i n d i v i d u a l  employee a n n u i t y  a c coun t s  u nde r  t h i s  s e c t i o n .

*  Sec. 4 .  S e c t i o n  1 o f  t h i s  Act i s  r e t r o a c t i v e  t o  June 5, 1988.

* Sec. 5. Th is  Act t a k e s  e f f e c t  im m edia te ly  u nde r  AS 0 1 . 1 0 . 0 7 0 ( c ) .

73 -2- HB0073A



fSTEVE COWPERGOVERNOR

S  t  a t  e  o r  A l a s k  a
O F F IC E  O F  TH E  G O V E R N O R  

J U N K A C

J a n u a r y  9, 1989

T h e  H o n o r a b l e  S a m  C o t t e n  
S p e a k e r  r?f t h e  H o u s e  
A l a s k a  S t a i ?  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  9 9811

D e a r  R e p r e s e n t a t i v e  C o t t e n :

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18, of t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to p u b l i c  
e m p l o y e e  b e n e f i t s .  T h e  b i l l  a m e n d s  p r o v i s i o n s  o f  t h e  
t e a c h e r s 1 r e t i r e m e n t ,  j u d i c i a l  r e t i r e m e n t ,  a n d  s u p p l e m e n t a l  
b e n e f i t s  s y s t e m s .

S e c t i o n  1 o f  the b i l l  a m e n d s  t h e  d e f i n i t i o n  o f  " r e t i r e m e n t  
fund" in t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m  s t a t u t e s  to  c o r r e c t  
t h e  inadvertent, d e l e t i o n  la s t  s e s s i o n  o f  two p r o v i s i o n s  t h a t  
p r o v i d e d  s p e c i f i c  s t a t u t o r y  a u t h o r i t y  f o r  d e d i c a t i o n ,  to t h e  
fund, o f  i n c o m e  a n d  i n t e r e s t  e a r n e d  o n  a s s e t s  o f  the fund. 
S e c t i o n  4, ch. 141, S L A  1988 d e l e t e d  a p r o v i s i o n  a l l o w i n g  
t h e  c o m m i s s i o n e r  o f  r e v e n u e  t o  c o l l e c t  the i n t e r e s t  and 
d e p o s i t  i t  in the fund. S e c t i o n  19, ch. 106, S L A  1988 
d e l a t e d  f r o m  the d e f i n i t i o n  o f  " r e t i r e m e n t  fund" a p r e­
s t a t e h o o d  p r o v i s i o n  t h a t  t h e  fu n d  i n c l u d e s  " i n c o m e  a n d  
i n t e r e s t  d e r i v e d  f r o m  t h e  i n v e s t m e n t "  o f  mo n e y .  T h e  b i l l ' s  
a m e n d m e n t  r e i n s t a t i n g  t h a t  l a n g u a g e  is r e t r o a c t i v e  to J u n e  
5, 1988, t h e  e f f e c t i v e  d a t e  o f  ch. 106, S L A  1988. S e c t i o n  4 
of t h e  b i l l .

S e c t i o n  2 o f  the b i l l  a m e n d s  a p r o v i s i o n  e n a c t e d  last s e s­
si o n  by  sec. 3, ch. 89, S L A  1988, w h i c h  a l l o w s  a f o r m e r  
j u d g e  or j u s t i c e  w h o s e  j u d i c i a l  r e t i r e m e n t  s y s t e m  c o n t r i­
b u t i o n  a c c o u n t  h a s  b e e n  i n v o l u n t a r i l y  r e f u n d e d  d u e  to a 
levy, to r e p a y  h i s  o r  h e r  c o n t r i b u t i o n  a c c o u n t ,  w h e t h e r  or  
n o t  the j u d g e  or  j u s t i c e  r e t u r n s  to a c t i v e  s e r v i c e .  U n d e r  
AS 2 2 . 2 5 . 0 4 1 ( b ) ,  a f o r m e r  j u d g e  or j u s t i c e  m a y  r e p a y  an  
i n v o l u n t a r i l y  r e f u n d e d  c o n t r i b u t i o n  a c c o u n t  u n d e r  
AS 2 2 . 2 5 . 0 4 1 ( a ) ,  w h i c h  r e q u i r e s  r e p a y m e n t  to be m a d e  w i t h i n  
one y e a r  a f t e r  r e t u r n  t o  a c t i v e  s e r v i c e . The a m e n d m e n t  m a d e  
by sec. 2 of the b i l l  c l a r i f i e s  t h a t  j u d g e s  and j u s t i c e s  w h o  
do not r e t u r n  to a c t i v e  s e r v i c e  are not s u b j e c t  to t h e  
r e q u i r e m e n t  t h a t  r e p a y m e n t  o f  an i n v o l u n t a r i l y  w i t h T r a w n  
c o n t r i b u t i o n  a c c o u n t  be  m a d e  w i t h i n  o n e  year.



’ The H o n o r a b l e  Sam C o t t e n P ag e  2

S e c t i o n  3 of  the b i l l  a m e n d s  AS  3 9 . 3 0 . 1 5 0 ( a )  to c l a r i f y  
that, b e c a u s e  m u n i c i p a l  as w e l l  as s t a t e  e m p l o y e e s  c a n  be 
m e m b e r s  o f  t h e  system, t h e  e m p l o y e r  o f  a s u p p l e m e n t a l  
b e n e f i t s  s y s t e m  m e m b e r ,  n o t  t h e  D e p a r t m e n t  of A d m i n i s­
tra ti o n ,  is r e q u i r e d  t o  m a k e  p a y m e n t s  to t h e  m e m b e r ' s  
i n d i v i d u a l  a n n u i t y  acc o u n t .

S e c t i o n  5 p r o v i d e s  for an i m m e d i a t e  e f f e c t i v e  date.



STATE OF ALASKA
1989 LEGISLATIVE SESSION

REQUEST:

B i l l  Vers ion :
P u b l i s h  Date:

x ^ 3 n o . ;
HB 73
HOUSE 1 / 9 / 8 9

FISCAL NOTE

R e v i s i o n  D a t e : ____________
T i t l e :  An Act Re la t ing To

Pub l i c  Employee Bene f i t s  
S p o n s o r :  Rules
R e q u e s t o r :  Governor Cowper

Ag en c y  A f f e c t e d :  Administ ra t ion
BRU:  Ret i rement  and Bene f i t s

C om p o n e n t s  : Ret i rement and Bene f i t s

EXPENDITURES/REVENUES :  ( T h o u s a n d s  o f  D o l l a r s )
'  OPERATING ~TY  8 9 FY 9 0 FY' '91 ' FY 9 2 FY 9 3 FY 9 4

PERSONAL SERVICES 0 0 0 0 0 0
i n n v L L 0 0 0 0 0 ... 0
CONTRACTUAL 0 0 0 0 “0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND A STRUCTURES 0 0 0 O' 0 0
CRANTS, CLAIMS 0 0 0 O' 0 XI
MISCELLANEOUS 0 0 0 0 0 ~ Q
TOTAL OPERATING 0 0 0 0 TT 0

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUND ING:  ( T h o u s a n d s  o f  D o l l a r s )
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

P O S I T IO N S : 0 0 0 0 0 0
FULL-TIME 0 0 0 0 0 6
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

A N A L Y S I S : ( A t t a c h  a s e p a r a t e  p a g e  i f  n e c e s s a r y )
This b i l l  p ro v ides  f o r  technica l  c o r r e c t i o n s  to the Teachers ' Reti rement System, J ud i c i a l  
Ret i rement  System and the Supplemental B e n e f i t s  System. There i s  no f i s c a l  impact ant ic ipated 
r e s u l t i n g  from these changes.

P r e p a r e d  B y :  S a l l y  Smith
Di  v i s  i o n :  Ret i rement and Bene f i t s

A p p r o v e d  b y  C o m m i s s i o n e r :

P h o n e :
D a t e :

A 6 5 -W 0

A g e n c y :  D e p a r t m e n t  o f  A d m i n i s t r a t i o n

D i s t r i b u t i o n  ( b y  p r e p a r e r ) :  
L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  
R e q u e s t o r
O f f i c e  o f  Managemen t  a nd  B u d g e t  
Im p a c t e d  A g e n c y ( i e s )

n d r ew s _______________ D a t e :

Page o f



N o . 2
B i l l  V e r s io n :  HIS 73
P u b l i s h  D ate : HOUSE 1 / 9 / 8 9 "

FISCAL NOTE
i \ u v w « jw  d a ■ — --------—-------------------------------------------------------------- s
R e v i s i o n  D a t e : A q e n c y  A f f e c t e d :  D e p a r t m e n t  o f  R e v e n u e
T i t l e :  R e l a t i n g  t o  P u b l i c  E m p l o y e e BRU :  T r e a s u r y  D i v i s i o n
B e n e f i t s
S p o n s o r :  R u l e s . C o m p o n e n t s :S p o n s o r :  R u l e s ,  
R e q u e s t o r ^  GCTVegT Ig r

EXPENDITURES/REVENUES :  ( T h o u s a n d s  o f  D o l l a r s )
1 1 FY 8 8 1 FY 6 9 1 FY 9 0 I FY  9 1 1 FY  9 2 1 FY 9 3

OPERATING
i PERSONAL SERV ICES  | o 1 0 1 0 1 0 1 0  1 0
| TRAVEL I Q 1 0 1 0 0 1 0  i 0
| CONTRACTUAL 1 0 1 0 1 0 I 0  1 0  1 0
| S U P P L I E S  1 0 ; 0  1 o ! 0  1 0  1 0
| EQUIPMENT i o I 0  I 0 1 o ! 0  1 0
| LANDS & STRUCTURES j o 1 0 i 0 1 o ! 0  1 0
| GRANTS, CLAIMS : o ! 0  i 0  i 0 I 0  1 0
1 MISCELLANEOUS i 0 ! 0  i o 1 0 1 0  i 0
I TOTAL OPERATING 1 o 1 0 1 0 1 0 1 0 1 0

1 CAP ITAL  1 o 1 0  1 0 1 0 1 0  1 0

1 REVENUE 1 o 1 0  1 0 1 0 1 0  1 0

FUNDING:  ( T h o u s a n d s  o f  D o l l a r s )
| GENERAL FUND 1 o 1 0 1 0 1 0  1 0  1 0
j FEDERAL FUNDS 1 o 1 0 1 0 1 0 I 0  1 0
! OTHER 1 o 1 0 0 i 0  ! 0  1 0
I TOTAL 1 o 1 0 1 0 1 0 1 0  1 0

P O S I T IO N S :
| FULL -T IM E  i o 1 0  1 0 1 0 1 0  1 0
| PART -T IME  i o  1 0 1 o : 0  1 0  1 0
! TEMPORARY 1 0 1 0 1 0 1 0 1 0 1 0
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H o u s e  C o m m i t t e e  o n  S t a t e  A f f a i r s

R E C A P  O F  

H B  7 4

Seward Student Service Center

Re c e i v e d  F e b r u a r y  6 ,  1 9 8 9
b y  the  R u l e s  C om m i t t e e  b y
R e q u e s t  o f  the G o v e r n o r / C S H B  7 4  ( H E S S )

H e a r d  F e b r u a r y  2 3 ,  1 9 8 9

Passed  O u t  o f  C om m i t t e e  F e b r u a r y  2 3 ,  1 9 8 9  
5  N o  R e c om m e n d a t i o n



HOUSE COMMITTEE REPORT
(7)
D a t e  R e f e r r e d :  F e b r u a r y  6, 1989 F U R T H E R  R E F E R R A L S :  F I N A N C E

D a t e  o f  C o m m i t t e e  A c t i o n :

T h e  S T A T E  A F F A I R S  C o m m i t t e e  r e c o m m e n d s  that:

H O U S E  B I L L  NO. 74
"An A c t  a p p r o v i n g  a c q u i s i t i o n  a n d  r e f i n a n c i n g  o f  t h e  S e w a r d  S t u d e n t  S e r v i c e  
C e n t e r  b y  t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y ,  a n d  a p p r o v i n g  a l e a s e -  
f i n a n c i n g  a g r e e m e n t  f o r  t h e  p r o j e c t ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

[ ] b e  r e p l a c e d  w i t h [ ] a n e w  t i t l e

[ ] h a v e  a t t a c h e d  a m e n d m e n t ( s )

d o  p a s s  
d o  n o t  p a s s  
n o  r e c o m m e n d a t i o n  
i n d i v i d u a l  r e c o m m e n d a t i o n s  
a d d i t i o n a l  r e f e r r a l  t o  t h e C o m m i t t e e

A D O P T S : l e t t e r  of  i n t e n t

A T T A C H E S  N E W  F I S C A L  N O T E ( s ) :  

[ ] f i s c a l  i m p a c t

[ ] z e r o  f i s c a l  n o t e

[ ] z e r o  w i t h  a n a l y s i s

A P P R O V E S  P R E V I O U S :

)/?/ %  A 5 f t u r \ d

S I G N I N G  D O  PASS: S I G N I N G  O T H E R  T H A N  D O  PASS:
(Do N o t  Pass, N o  R e c o m m e n d a t i o n ,  Amend)

C h a i r m a n ' s  s i g n a t u r e



OFFICIAL BUSINESS

A l a s k a  :8> tat£  l e g i s l a t u r e
W a u B t  o f  l e p r a e  e n t a t  w e b

C O M M I T T E E  O N  H E A L T H .  E D U C A T I O N  
A N D  S O C I A L  S E R V I C E S

FOUCHV JUNEAU . AK 99811 4 6 5 - 3 7 5 9

F e b r u a r y  3, 19 8 9

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *

C O M M I T T E E  C A L E N D A R :

H B  74: S e w a r d  S t u d e n t  S e r v i c e  C e n t e r

F O R  T H I S  M E E T I N G ,  Y O U  H A V E  B E E N  G I V E N :

i t e m  #1: l e t t e r  t o  S t a t e  A f f a i r s  f r o m  H E S S
#2: CS H B  74 & H B  74
#3: l e t t e r  f r o m  t h e  G o v e r n o r
#4: f i s c a l  n o t e s  - Dept, o f  R e v e n u e

- A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y
- Dept, o f  E d u c a t i o n

#5: M e m o  f r o m  D O R  t o  B u d g e t  R e v i e w ,  9 / 2 3 / 8 8
#6: l e t t e r  t o  D O R  f r o m  S t a n d a r d  & P o o r ' s
#7: l e c t e r  o f  s u p p o r t  - Alask:: S t a t e  B u i l d i n g

A u t h o r i t y
#8: l e t t e r  t o  S p e a k e r  C o t t o n  f r o m  D O A
#9: H E S S  C o m m i t t e e  R e p o r t  F o r m

- * / o :  t o ' H n t s s  nzq 'isic* -



H E A L T H .  E D U C A T I O N  A N D  S O C I A L  S E R V I C E S  C O M M I T T E E

A L A S K A  S T A T E  L E G I S L A T U R E  
HOUSE OF REPRESENTATIVES

P .O .  B O X  V ,  J U N E A U  998 11  
(907)465-3759

L E T T E R  T O  A C C O M P A N Y  H B  74

Ĥ V-i ci R P C C  r n m m i  f  f o a  1 \ r  r o r r n n n - } -  *-• 4- V-% -»4- 4 -V to  Q + *a+ *o  A -P -P-j -j ~  ~J. i i i i j  j j  «■ WWW j_ w  A. U tJ  L .11U  b  W**%« — —. w  w m  . *  J. J .U  X J. O
Conunittee r e v i e w  t h e  c o n s t i t u t i o n a l  i s s u e  d i s c u s s e d  in t h e  
G o v e r n o r ' s  t r a n s m i t t a l  l e t t e r  and the w i s d o m  o f  l e ase f i n a n c i n g  
a g r e e m e n t s  as a m e t h o d  o f  f i n a n c i n g .
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1 WORK DRAFT WORK DRAFT WORK DRAFT
ft g o 0 4 7 9 h E

B a n n i s t e r
2 / 2 / 8 9

O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

1 BY THE HEALTH, EDUCATION AND 
IN  THE HOUSE SOC IAL  SERV ICES  COMMITTEE

2 CS FOR HOUSE B I L L  NO.  7 4  (H E S S )
3 IN  THE LEG ISLATURE  OF THE STATE- OF ALASKA
4 S IXTEENTH LEG ISLATURE  -  F I R S T  SESS ION
5 A S I L L  /A  . .?
6 F o r  a n  A c t  e n t i t l e d :  "An  A c t  a p p r o v i n g  a c q u i s i t i o n  a n d  f i n a n c i n g  o f  t h e
7

8
S e w a r d  S t u d e n t  S e r v i c e  C e n t e r  b y  t h e  A l a s k a  S t a t e  

B u i l d i n g  A u t h o r i t y ,  a n d  a p p r o v i n g  t h e  u s e  o f  a
9 l e a s e - f i n a n c i n g  a g r e e m e n t  f o r  t h e  p r o j e c t ;  a n d

10 p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "
11 BE I T  ENACTED BY  THE LEG ISLATURE  OF THE STATE OF ALASKA:
12 *  S e c t i o n  1 .  T h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  may a c q u i r e  t h e  S e w a r d
13 S t u d e n t  S e r v i c e  C e n t e r  i n  S e w a r d  a n d  p r o v i d e  f i n a n c i n g  f o r  t h e  a c q u i s i t i o n .
14 *  S e c .  2 .  S e c t i o n  1 o f  t h i s  A c t  g i v e s  t h e  a p p r o v a l  r e f e r r e d  t o  i n
15 AS 1 8 . 5 5 . 1 0 0 ( d ) .
16 *  S e c .  3 .  T h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  may  e n t e r  i n t o  a  l e a s e -
17 f i n a n c i n g  a g r e e m e n t  w i t h  t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  f o r  t h e  S e w a r d
18 S t u d e n t  S e r v i c e  C e n t e r  i n  S e w a r d .
19 *  S e c .  4 .  S e c t i o n  3 o f  t h i s  A c t  g i v e s  t h e  a p p r o v a l  r e f e r r e d  t o  i n
20 AS 3 6 . 3 0 . 0 8 0 ( c ) .
21 *  S e c .  5 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c ) .
22

23

24

25

26 •

27

28

29

- 1 -  CSHB 7 4 (H E S S )



S T E V E  C O W P E R  
g o v e r n o r

S t a t e  o f  A  l a  s  k  a
O F F IC E  O F  TH E  G O V E R N O R  

«J C  >f E  A U

J a n u a r y  9, 1989

T h e  H o n o r a b l e  S a m  C o t t e n  
S p e a k e r  o f  the H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  9 9811

D e a r  R e p r e s e n t a t i v e  C o t t e n :

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  t h a t  g i v e s  l e g i s l a­
ti v e  a p p r o v a l  to  a l e a s e - f i n a n c i n g  p r o j e c t :  t h e  a c q u i s i t i o n
a n d  r e f i n a n c i n g  of t h e  S e w a r d  S t u d e n t  S e r v i c e  C e n t e r  by the 
A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  ( A S B A ) . T h e  t e r m s  of 
A S  3 6 . 3 0 . 0 8 0 ( c )  and A S  1 8 . 5 5 . 1 0 0 ( d )  r e q u i r e  t h i s  l e g i s l a t i v e  
a p p r o v a l .

P r o v i s i o n s  s u c h  as t h o s e  in A S  1 8 . 5 5 . 1 0 0  (d) a n d  A S  3 6 . 3 0 . -  
0 8 0 ( c ) ,  r e q u i r i n g  s p e c i f i c  e x e c u t i v e - b r a n c h  a c t i v i t i e s  to  be 
s u b m i t t e d  to  t h e  l e g i s l a t u r e  for a p p r o v a l  b e f o r e  t h e y  m a y  
p r o c e e d ,  r a i s e  a s u b s t a n t i a l  q u e s t i o n  o f  c o n s t i t u t i o n a l i t y  
u n d e r  t h e  s e p a r a t i o n - o f - p o w e r s  d o c t r i n e .  I t  h a s  long b e e n  
t h e  A d m i n i s t r a t i o n’s p o s i t i o n  t h a t  s u c h  provi' ions are i n­
va l i d .  H o w e v e r ,  l i k e  m y  p r e d e c e s s o r s ,  I a m  ^are of the 
l e g i s l a t u r e ' s  i n t e r e s t  i n  p r o j e c t s  s u c h  as t h e j e  a n d  am, as 
a c o u r t e s y  t o  t h e  l e g i s l a t u r e ,  s u b m i t t i n g  t h e s e  p r o j e c t s  for 
a p p r o v a l .

U n d e r  A S  1 8 . 5 5 . 1 0 0  (d), t h e  b i l l  a u t h o r i z e s  A S B A  to a c q u i r e  
the S e w a r d  S e r v i c e  C e n t e r  a n d  to p r o v i d e  f i n a n c i n g  for the 
a c q u i s i t i o n .  U n d e r  AS 
A d m i n i s t r a t i o n  m a y  e n t e r  
w i t h  A S B A  for t h e  s t u d e n t



M E M O R A N D U M S T A T E  O F  A L A S K A

DEPARTMENT OF REVENUE

TO:

THRU:

f r o m :

A l i s o n  E l g e e  

D i r e c t o r  

B u d g e t  R e v i e w

M i l t o n  B .  B a r k e r  

D e p u t y  C o m m i s s i o n e r  

D e p a r t m e n t  o f  R e v e n u e

DATE:  S e p t e m b e r  2 3 ,  1 9 8 8

F I L E  NO:

TELEPHONE NO: 4 6 5 - 2 3 5 0

S U B JECT :  FY 9 0  D e b t  S e r v i c e
a n d  F r o n t  S e c t i o n s

The  a m o u n t s  r e q u i r e d  f o r  d e b t  s e r v i c e  a n d  t r u s t e e  f e e s  t o  b e  p a i d  b y  t h e  S t a t e  
Bond  C o m m i t t e e  d u r i n g  FY 9 0  a r e :

G e n e r a l  O b l i g a t i o n  B o n d s

I n t e r n a t i o n a l  A i r p o r t s  
R e v e n u e  B o n d s

D e b t

S e r v i c e

$ 1 2 0 , 3 0 6 , 2 9 0

8 , 7 0 7 , 5 8 4

T r u s t e e
f e e s

$ 8 0 , 0 0 0

3 0 , 0 0 0

Fund  S o u r c e

G e n e r a l  F u nd

I n t e r n a t i o n a l  
A i r p o r t s  R e v e n u e  
Fund

" F r o n t  s e c t i o n s "  o f  t h e  g e n e r a l  a p p r o p r i a t i o n s  b i l l  a l s o  a r e  n e e d e d  t o
a p p r o p r i a t e  t h e  l e a s e  r e n t a l  p a y m e n t s  t h a t  t h e  s t a t e  i s  r e q u i r e d  t o  m ak e  t o

1 .  t h e  A l a s k a  s t a t e  B u i l d i n g  A u t h o r i t y  f o r  l e a s e  o f  f a c i l i t i e s
c o n s t r u c t e d  w i t h  t h e  p r o c e e d s  o f  l e a s e  r e v e n u e  b o n d s  i s s u e d  b y  t h a t
a g e n c y ,  a t  t h e  t i m e ,  t h e  A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y :

v
2 .  • t h e  C i t y  o f  S e w a r d  f o r  l e a s e  o f  t h e  S p r i n g  C r e e k  C o r r e c t i o n a l  C e n t e r

w h i c h  w a s  c o n s t r u c t e d  w i t h  t h e  p r o c e e d s  o f  C e r t i f i c a t e s  o f  
P a r t i c i p a t i o n  i s s u e d  b y  t h e  C i t y ;

3 .  D e l t a  F o x ,  L t d .  f o r  l e a s e  o f  t h e  S e w a r d  S t u d e n t  S e r v i c e  C e n t e r  w h i c h  
w a s  c o n s t r u c t e d  w i t h  t h e  p r o c e e d s  o f  C e r t i f i c a t e s  o f  P a r t i c i p a t i o n  
i s s u e d  b y  D e l t a  F o x ,  L t d . ;  and



A lis o n  Elgee
Page 2
September 23 , 1988

4 .  t h e  C i t y  o f  P a l m e r  f o r  l e a s e  b y  t h e  c o u r t  S y s t e m  o f  a  c o u r t h o u s e  i n  
P a l m e r  w h i c h  was  c o n s t r u c t e d  w i t h  t h e  p r o c e e d s  o f  r e v e n u e  b o n d s  i s s u e d  
b y  t h e  C i t y .

T h e  S t a t e ' s  l e a s e  p a y m e n t s  a r e  t h e  s e c u r i t y  f o r  t h e  b ond  and  c e r t i f i c a t e s .  As 
i n d i c a t e d  h y  t h e  a t t a c h e d  l e t t e r  f r o m  S ta n d a rd  & P o o r ' s ,  f a i l u r e  t o  make  t h e s e  
l e a s e  p a y m e n t s  w o u l d  h a v e  s i m i l a r  c o n s e q u e n c e s  f o r  t h e  S t a t e ' s  c r e d i t  s t a n d i n g  
f fnd a b i l i t y  t o  b o r r o w  a s  a  d e f a u l t  o n  t h e  S t a t e ’ s  g e n e r a l  o b l i g a t i o n  b o n d s  
w o u l d  h a v e .

T h e  " f r o n t  s e c t i o n "  s h o u l d  r e a d :

*  S e c .  .  The  sum o f  $ 1 2 , 1 0 6 , 2 5 7 . 6 8  i s  a p p r o p r i a t e d  f r o m  
t h e  g e n e r a l  f u n d  t o  t h e  S t a t e  B ond  C o m m i t t e e  f o r  l e a s e  
p a y m e n t s  t o  t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y ,  c i t y  o f  
S e w a r d ,  D e l t a  F o x ,  L t d . ,  a n d  t h e  C i t y  o f  P a l m e r .  •••

T h i s  a p p r o p r i a t i o n  i s  n o t  n e t  o f  a  $ 3 9 , 1 1 5 . 4 0  r e b a t e  o f  S e w a r d  S t u d e n t  S e r v i c e  
C e n t e r  r e n t  t h a t  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  r e c e i v e s  p u r s u a n t  t o  S e c t i o n  
5 . 6  o f  t h e  S e w a r d  S t u d e n t  S e r v i c e  C e n t e r  C o m m e r c i a l  L e a s e  ( a t t a c h e d ) .  T h e  
r e b a t e  i s  d e p o s i t e d  i n  t h e  g e n e r a l  f u n d  a s  u n r e s t r i c t e d  r e v e n u e .

Th e  a m o u n t s  o f f  l e a s e  p a y m e n t s  t o  m a t u r i t y  o f  t h e  l e a s e  r e v e n u e  b o n d s  a n d  
c e r t i f i c a t e s  a r e  a s  f o l l o w s :

S t u d e n t P a l m e r

A S B A  B o n d s S o r i n q  C r e e k S e r v i c e  C e n t e r ^ C o u r t h o u s e

FY 9 0 $  6 . 5 5 5 , 1 0 8 . 3 9 $  4 , 3 3 3 , 9 2 3 . 8 4 $  8 5 0 , 6 9 7 . 9 5 $  3 6 6 . 5 2 7 . 5 0
FY 9 1 6 . 5 5 0 . 7 7 5 . 9 0 4 , 3 3 3 . 9 2 3 . 8 4 8 5 0 , 6 9 7 . 9 5 3 6 5 , 5 7 7 . 5 0
FY 9 2 6 . 5 6 7 . 0 4 8 . 4 1 4 , 3 3 3 , 9 2 3 . 8 4 8 5 0 , 6 9 7 . 9 5 3 6 6 . 1 1 7 . 5 0
FY 9 3 - 9 4 9 , 0 9 6 . 1 5 3 . 7 5 8 . 6 6 7 . 8 4 7 . 6 8 1 . 7 0 1 , 3 9 5 . 9 0 7 2 6 , 5 4 5 . 0 0
FY 9 5 - 0 6 1 . 5 3 6 . 1 0 7 . 5 0 5 3 . 0 9 0 . 5 6 8 , 1 8 4 . 2 9 5 . 6 0 3 . 5 2 5 . 0 0 8 . 5 2 8 . 7 5

$ 3 0 , 3 0 5 , 1 7 3 . 9 5 $ 7 4 , 7 6 0 , 1 8 7 . 3 8 $ 8 , 5 4 9 , 0 9 3 . 2 7 $ 6 , 9 7 1 , 0 7 2 . 5 0

1 T h e s e  a m o u n t s  a r e  n o t  n e t  o f  t h e  $ 3 9 , 1 1 5 . 4 0  r e b a t e .  T h e  a m o u n t s  f o r  FY  9 0  
t h r o u g h  FY 9 4  a r e  e s c a l a t e d  p e r  S e c t i o n  5 . 2  o f  t h e  C o m m e r c i a l  L e a s e  
a s s u m i n g  a 10% i n c r e a s e  i n  t h e  C P I  and  e s c a l a t e d  f u r t h e r  f o r  FY 9 5  -  9 9  
a s s u m i n g  a f u r t h e r  10% C P I  i n c r e a s e  t o  $ 8 5 9 , 1 2 0 . 7 0  p e r  annum .

L i k e  p r e v i o u s  g e n e r a l  a p p r o p r i a t i o n s  a c t s ,  a n  a d d i t i o n a l  " f r o n t  s e c t i o n "  f o r  
FY 9 0  i s  r e q u i r e d  w h i c h  w o u l d  r e a d  a s  f o l l o w s :
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*  S e c .  .  - T h e  am ou n t  o f  t h e  R e b a t e  R e q u i r e m e n t ,  a s  
d e f i n e d  b y  R e s o l u t i o n  N o .  8 6 - 5  o f  t h e  s t a t e  b on d  

- c o m m i t t e e ,  i s  a p p r o p r i a t e d  f r o m  t h e  I n t e r n a t i o n a l  
' - A i r p o r t s  R e v e n u e  Fund  t o  t h e  s t a t e  b o n d  c o m m i t t e e  f o r  
r  d e p o s i t ' i h ' t h e  R e b a t e  Fu nd  e s t a b l i s h e d  b y  R e s o l u t i o n

i t .  r- c  - f  *_ i k  a ----------- 4n u .  OU"J  UJL LUC SLQ IC  UVIHA V.W nuilXUUUU.

T h e  s e c t i o n  a p p r o p r i a t e s  t h e  a r b i t r a g e  e a r n e d  o n  I n t e r n a t i o n a l  A i r p o r t s  
R e v e n u e  B o n d s ,  S e r i e s  G ,  t o  a  R e b a t e  Fu nd  f o r  p a y m e n t  t o  t h e  U n i t e d  S t a t e s  
g o v e r n m e n t .  T h e  a r b i t r a g e  r e b a t e  i s  r e q u i r e d  b y  t h e  I n t e r n a l  R e v e n u e  C o d e  a nd  
r e g u l a t i o n s .  T h e  a p p r o p r i a t i o n  r e q u e s t  f r o m  t h e  I n t e r n a t i o n a l  A i r p o r t s  
R e v e n u e  F u nd  i s  r e q u i r e d  b y  s e c t i o n  1 6 . 0 9  o f  R e s o l u t i o n  N o .  8 6 - 5  o f  t h e  S t a t e  
B ond  C o m m i t t e e  w h i c h  a u t h o r i z e s  t h e  S e r i e s  G b o n d s  a n d  w h i c h  r e a d s  i n  p a r t :

• " R e b a t e  F u n d . T h e r e  i s  h e r e b y  c r e a t e d  a n d  e s t a b l i s h e d  
w i t h  t h e  T r u s t e e  a  R e b a t e  F u n d .  N o t w i t h s t a n d i n g  a n y t h i n g  
i n  t h e  R e s o l u t i o n  t o  t h e  c o n t r a r y ,  a m o u n t s  d e p o s i t e d  i n  t h e  
R e b a t e  Fund  s h a l l  n o t  c o n s t i t u t e  R e v e n u e s  a n d  a r e  n o t  
p l e d g e d  a s  s e c u r i t y  f o r  p a y m e n t  o f  t h e  B o n d s  o f  S e r i e s  G o r  

' a n y  o t h e r  B o n d s  o r  o b l i g a t i o n s  i s s u e d  p u r s u a n t  t o  t h e  
■ “  ■ R e s o l u t i o n ,  b u t  s h a l l  b e  h e l d  b y  t h e  T r u s t e e  h e r e u n d e r  

s o l e l y  i n  t r u s t  f o r  t h e  b e n e f i t  o f  t h e  U n i t e d  S t a t e s .
P r i o r  t o  D e c e m b e r  3 1  o f  e a c h  F i s c a l  Y e a r ,  t h e  S t a t e  

s h a l l  e s t i m a t e  t h e  a m o u n t  o f  t h e  R e b a t e  R e q u i r e m e n t  f o r  t h e  
n e x t  s u c c e e d i n g  F i s c a l  Y e a r  ( i n c l u d i n g  a n y  d e f i c i e n c i e s  i n  
t h e  a m o u n t s  d e p o s i t e d  i n  t h e  R e b a t e  F u n d  w i t h  r e s p e c t  t o  
a n y  p r i o r  F i s c a l  Y e a r ) ,  a n d  s h a l l  i n c l u d e  s u c h  am ou n t  i n  
t h e  b u d g e t  f o r  t h e  R e v e n u e  F u n d  f o r  s u c h  n e x t  s u c c e e d i n g  
F i s c a l  Y e a r . "

MBB/gb

A t t a c h m e n t

c c :  Hugh  M a l o n e ,  C o m m i s s i o n e r  o f  R e v e n u e
B ob  L i n k ,  D i r e c t o r ,  D i v i s i o n  o f  G e n e r a l  S e r v i c e s  a n d  S u p p l y .  

D e p a r t m e n t  o f  A d m i n i s t r a t i o n



I n t r o d u c e d :  1 /9 /89
R e f e r r e d :  H e a l t h ,  E du c a t io n  & S o c i a l
S e r v i c e s ,  S t a t e  A f f a i r s  and F inance

go00479h

BY THE RULES COMMITTEE BY
1 IN THE HOUSE REQUEST OF THE GOVERNOR

2 HOUSE BILL NO. 74

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 Fo r  an Act e n t i t l e d :  "An Act a p p ro v in g  a c q u i s i t i o n  and r e f i n a n c i n g ' o f  the

7 Seward S tu d e n t  S e r v i c e  C e n t e r  by t h e  A la ska  S t a t e

8 B u i l d i n g  A u t h o r i t y ,  and a p p ro v i n g  a l e a s e - f i n a n c i n g

9 agreement  f o r  t h e  p r o j e c t ;  and p r o v i d i n g  f o r  an

10 e f f e c t i v e  d a t e . "

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

12 * S e c t i o n  1. The A laska  S t a t e  B u i l d i n g  A u t h o r i t y  may a c q u i r e  t h e  Seward

13 S tu d e n t  S e r v i c e  Cen te r  i n  Seward and p r o v id e  f i n a n c i n g  f o r  t h e  a c q u i s i t i o n .

14 * Sec.  2. S e c t i o n  1 o f  t h i s  Act g i v e s  the  a p p ro v a l  r e f e r r e d  t o  i n

15 AS 1 8 . 5 5 . 1 0 0 ( d ) .

16 * Sec.  3. The Department  o f  A d m i n i s t r a t i o n  may e n t e r  i n t o  a l e a s e -

17 f i n a n c i n g  agreement  w i th  t h e  Alaska  S t a t e  B u i l d i n g  A u t h o r i t y  f o r  t h e  Seward

18 S tu d e n t  S e r v i c e  Cen te r  i n  Seward.

19 * Sec.  4. S e c t i o n  3 o f  t h i s  Act g i v e s  t h e  a p p ro v a l  r e f e r r e d  t o  i n

20 AS 3 6 . 3 0 . 0 8 0 ( c ) .

21 * Ssc .  5. Th is  Act t a k e s  e f f e c t  im m ed ia te ly  u nde r  AS 0 1 . 1 0 . 0 7 0 ( c ) .

HB0074A -1- HB 74



STATE OF ALASKA
1989 LEGISLATIVE SESSION

B i l l  Version :
P ub lish  Date:

FISCAL NOTE
REQUEST:
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I

-  I- ! 
- 4 I

I
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^ r e p a r e a  o y ;  n i x u  D d i r . c i
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L -
A p p r o v e d  b y  C o m m i s s i o n e r :  /
A e e n c v :  D e o a r t m e n t  o f  Re t /enue /  /

D i s t r i b u t i o n  ( b y  p r e p a r e r ) /  /

P h o n e :
D a t e :

D a t e :

4 6 5 -2 3 5 0  
/ i  -(< r~

L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  
R e q u e s t o r
O f f i c e  o f  M an a g em en t  and  B u d g e t  
I m p a c t e d  A g e n c y ( i e s ) page 1 o f  2



F i s c a l  N o te  A n a ly s i s

The  p r o j e c t e d  a n n u a l  s a v i n g s  o n  r e f i n a n c i n g  t h e  S e w a r d  S t u d e n t  S e r v i c e  C e n t e r  
t h r o u g h  i t s  a c q u i s i t i o n  b y  t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  i s  e s t i m a t e d  i n  
t h e  t a b l e  b e l o w .

The  p r e s e n t  v a l u e  o f  t h e  s a v i n g s  on  t h e  S e w a r d  f a c i l i t y  w o u l d  be  $ 1 , 2 0 3 , 0 0 1 ,  
r e p r e s e n t i n g  a s a v i n g s  o f  2 1 . 5  p e r c e n t  o f  t h e  am ou n t  o f  b o n d s  i s s u e d .  T h i s  i s  
f a r  a b o v e  t h e  S t a t e  Bond  C o m m i t t e e ' s  c r i t e r i a  o f  3 p e r c e n t  s a v i n g s  t o  j u s t i f y  
a  r e f i n a n c i n g .

The  S e w a r d  r e f i n a n c i n g  w o u l d  r e d u c e  t h e  r e q u i r e d  l e a s e  p a y m e n t s  t o  be made b y  
t h e  S t a t e  Bond  C o m m i t t e e  f o r  S ewa rd  a s  d e t a i l e d  i n  t h e  a t t a c h e d  S e p t e m b e r  2 3 ,  
1 9 8 8  memo. H o w e v e r ,  b e c a u s e  t h e  a c t u a l  i n t e r e s t  r a t e  o n  t h e  r e f u n d i n g  
d e b t - - a n d  t h e r e f o r e  t h e  a c t u a l  r e d u c t i o n  i n  d e b t  s e r v i c e — w i l l  n o t  be known 
u n t i l  t h e  b o n d s  a r e  s o l d ,  n o  r e d u c t i o n  s h o u l d  b e  made t o  t h e  $ 1 2 , 1 0 6 , 2 5 7 . 6 8  
a p p r o p r i a t i o n  t o  t h e  S t a t e  Bond C o m m i t t e e  f o r  FY  9 0  l e a s e  p a y m e n t s .  The FY 9 0  
s a v i n g s  w o u l d  l a p s e  a nd  f u t u r e  a p p r o p r i a t i o n s  w o u l d  b e  r e d u c e d .

P l e a s e  s e e  t h e  a t t a c h e d  l e t t e r  o f  J a n u a r y  1 8 ,  1 9 8 9  f r o m  J o h n  A nd r ew s  f o r  
a d d i t i o n a l  i n f o r m a t i o n  o n  t h e  S ewa rd  r e f i n a n c i n g .

L e a s e - F i n a n c i n g  C o s t s  ( S a v i n g s )

Fiscal

Year

S e w a r d  S t u d e n t  

S e r v i c e  C e n t e r

1 9 9 0
1 9 9 1
1 9 9 2
1 9 9 3

$  ( 4 3 3 , 2 2 9 )
( 6 8 , 4 7 6 )
( 6 7 , 7 1 0 )
( 7 4 , 6 6 1 )

1 9 9 4  t o  
m a t u r i t y ( 1 , 0 6 2 , 8 5 1 )

T o t a l $ ( 1 , 7 0 6 , 9 2 7 )
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i a n c s r q &  P o o r ’s  C o r p o r a t i o n
2 5  B r o a d w a y .  N e w  Y o r k .  N e w  Y o r k  1 0 0 0 4

Mr. M i l t  B a r k e r  ", 
D e p u t y  C o m m i s s i o n e r  
D e p a r t m e n t  o f  R e v e n u e

D e c e m b e r  29, 191

1 1 t h  F l o o r  S t a t e  O f f i c e  B l d g  
P o u c h ,  S B  ’•• •
J u n e a u ,  A l a s k a  9 9 8 1 1

ALASKA OCPAATWcKT OF REV- 
TREASURY division 

JUNEAU

D e a r  M r .  B a r k e r :

• I w o u l d  l i k e  to  r e s p o n d  to  y o u r  l e t t e r  o f  D e c e m b e r  13, 
r e g a r d i n g  o u r  v i e w s  o n  l e a s e  o b l i g a t i o n s .

L e a s e  P a y m e n t s  a r e  v i e w e d  in e s s e n t i a l l y  the s a m e  l i g h t  
a s  d e b t  s e r v i c e  o n  g e n e r a l  o b l i g a t i o n  b o n d s ;  r e g a r d l e s s  o f  
w h e t h e r  t h e  o b l i g a t i o n  is c a n c e l l a b l e  d u e  t o  n o n - a p p r o p r i a t i o n .
I n  f act, debt- o b l i g a t i o n s  s e c u r e d  b y  l e a s e  p a y m e n t s  a r e  i n c l u d e d  
i n  o u r  c o m p u t a t i o n s  f o r  o v e r a l l  d e b t  b u r d e n .

. M a n y  s t a t e r  d o  n o t  c o n s i d e r  l e a s e  r e n t a l  d e b t  u n d e r  d e b t  
l i m i t a t i o n  laws, p r i m a r i l y  b e c a u s e  l e g a l  i n t e r p r e t a t i o n s  v i e w  
t h e  o b l i g a t i o n s  to  p a y  r e n t  as a n  a n n u a l  b u d g e t  item, a n d  n o t  
a l o n g  t e r m  d e b t  w i t h  a  c o n t i n u i n g  a p p r o p r i a t i o n .  T h e  f a c t  
r e m a i n s ,  h o w e v e r ,  t h a t  the d e b t  is s t i l l  o u t s t a n d i n g ,  a n d  p a y a b l e  
f o r  as l o n g  a s  the p r o p e r t y  is b e i n g  u s e d  b y  the l e s s e e .  W h i l e  
m a n y  l e a s e s  p e r m i t  n o n - p a y m e n t  o f  r e n t  a n d  c a n c e l l a t i o n  o f  l e a s e  
o b l i g a t i o n s ,  S t a n d a r d  & P o o r ' s  w o u l d  b e  v e r y  c o n c e r n e d  a b o u t  a n  
i s s u e r ' s  g e n e r a l  o b l i g a t i o n  r a t i n g ,  i n  t h o s e  c a s e s  w h e r e  l e a s e s  
w e r e  c a n c e l l e d  as a p l o y  to a v o i d  p a y i n g  d e b t  o b l i g a t i o n s .

I ' v e  e n c l o s e d  s o m e  i n f o r m a t i o n  r e g a r d i n g  o u r  a p p r o a c h  t o  
r a t i n g  l e a s e - r e n t a l  d e b t  o b l i g a t i o n s .  I f  v 0 u h a v e  a n y  f u r t h e r  
q u e s t i o n s ,  f e e l  f r e e  t o  c o n t a c t  V l a d i m i r  S t a d n y k  o r  m y s e l f  a t ~  * 
(212) 2 0 1 - 1 7 6 7 .  •

R i c h a r d  P. L a r k i n  
M a n a g i n g  V i c e  P r e s i d e n t  

M u n i c i p a l  F i n a n c e  D e p a r t m e n t

cc: V. S t a d n y k

T. A r t h u r



i s s u e d  f o r  e a c h  J u l y .  The  p e r c e n t a g e  i n c r e a s e ,  i f  a n y ,  i n  t h e  CP I  
i s s u e d  f o r  J u l y  1 9 8 9  a n d  J u l y  1 S 9 4  o v e r  t h e  CP I  i s s u e d  f o r  J u l y  1 9 8 4  . ' 
w i l l  d e t e r m i n e  t h e  maximum a l l o w a b l e  a d j u s t m e n t  o f  v a r i a b l e  c o s t s  o v e r  
t h e  o r i g i n a l  R e n t .  The  a d j u s t m e n t  i s  n o t  c u m u l a t i v e ;  i t  i s  t o  be 
c o m p u t e d  f r o m  t h e  b a s e  C P I ,  J u l y  1 9 8 4  f o r  b o t h  t h e  1 9 9 0  a n d  t h e  1 9 9 5  
a d j u s t m e n t  a c t i o n s .  A d j u s t e d  a n n u a l  R e n t a l  R a t e  w i l l  b e  c o m p u t e d  a s  
f o l l o w s :

[ ( 1 0 »  x  R e n t )  x  % o f  c h a n g e  i n  C P I ]  + R e n t  = A d j u s t e d  A n n u a l  R e n t a l  
R a t e  ‘ ; ,

No r e t r o a c t i v e  a d j u s t m e n t s  w i l l  b e  a l l o w e d :

S t a t e ' s  O b l i g a t i o n s  a n d  R e m e d i e s

S t a t e ' s  o b l i g a t i o n  t o  p a y  R e n t  d u e  w i t h  r e s p e c t  t o  t h e  P r e m i s e s  a n d  t o  
p e r f o r m  a n d  o b s e r v e  a l l  o t h e r  c o v e n a n t s  an d  a g r e e m e n t s  o f  S t a t e  
c o n t a i n e d  h e r e i n  s h a l l  be a b s o l u t e  a n d  u n c o n d i t i o n a l  e x c e p t  f o r  t h e  
f a i l u r e  o f  t h e  L e g i s l a t u r e  t o  a p p r o p r i a t e  f u n d s ;  a n d  t h e  R e n t  due an d  * 

" p a y a b l e  h e r e u n d e r  s h a l l  be made  w i t h o u t  n o t i c e  o r  demand  a n d  w i t h o u t  
. s e t - o f f ,  c o u n t e r c l a i m ,  a b a t e m e n t ,  d e d u c t i o n  o r  d e f e n s e  e x c e p t  t h a t  
. S t a t e  may  o f f s e t  a g a i n s t  t h e  R e n t  a n  a m o u n t  n o t  t o  e x c e e d  $ [ c O C i O O  
f o r  c l a im s * . - d u e  t o  S t a t e  b y  L a n d l o r d  u n d e r  t h i s  L e a s e  a n d  t h e ' G r o u n d  
L e a s e .  ‘ H o w e v e r ,  n o t h i n g  h e r e i n  s h a l l  b e  c o n s t r u e d  t o  r e l e a s e  L a n d l o r d  '* 
f r o m  t h e  p e r f o r m a n c e  o f  i t s  o b l i g a t i o n  a n d  S t a t e  may i n s t i t u t e  s u c h  
l e g a l  a c t i o n  a g a i n s t  L a n d l o r d  a s  S t a t e  may  deem  n e c e s s a r y  t o  c o m p e l  t h e  
p e r f o r m a n c e  o f  s u c h  - o b l i g a t i o n .  . . .  .

N o n s u b s t i t u t i o n• • • -

I f  t h i s  L e a s e  i s  t e r m i n a t e d  b y  S t a t e  i n  a c c o r d a n c e  w i t h  S e c t i o n  3 . 1 ,  
S t a t e  a g r e e s  f o r  a  p e r i o d  o f  o n e  y e a r  t h a t  i t s  D e p a r t m e n t * o f  E d u c a t i o n  
w i l l  n o t  t o  c o n s t r u c t ,  p u r c h a s e ,  l e a s e ,  o p e r a t e ,  c o n t r a c t  f o r  o r  u s e
a n y  f a c i l i t i e s  w h i c h  a r e  f u n c t i o n a l l y  s i m i l a r  t o  t h e  P r e m i s e s  o r  a n y  o f  
t h e  u s e s  w h i c h  a r e  f u n c t i o n a l l y  s i m i l a r  t o  a n y  o f  t h e  u s e s  o f  t h e
P r e m i s e s ,  a n d  a g r e e s  n o t  t o  p e r m i t  f u n c t i o n s  s i m i l a r  t o  t h o s e  p e r f o r m e d  
t h r o u g h  t h e  u s e  o f  t h e  P r e m i s e s  t o  b e  p e r f o r m e d  b y  a n  a g e n c y  o r  e n t i t y  
a f f i l i a t e d  w i t h  o r  h i r e d  by  o r  f o r  t h e  D e p a r t m e n t  o f  E d u c a t i o n .

B u d g e t  R e q u e s t  a n d  A p p r o p r i a t i o n

S t a t e  w i l l ,  p r i o r  t o  t h e  c omm enc emen t  o f  e a c h  f i s c a l  y e a r  f o r  w h i c h  
t h i s  L e a s e  i s  i n  e f f e c t ,  i n c l u d e  t h e  R e n t  d u e  i n  s u c h  f i s c a l  y e a r  i n
i t s  a n n u a l  b u d g e t  r e q u e s t  t o  t h e  L e g i s l a t u r e .  S t a t e  a g r e e s  t o  u s e  a n y
a p p r o p r i a t i o n  l e g a l l y  a v a i l a b l e  f o r  t h e  R e n t  a n d  t o  i m m e d i a t e l y  
e n c u m b e r  a v a i l a b l e  a p p r o p r i a t i o n s  f o r  s u c h  p a y m e n t s  p r i o r  t o  a l l o c a t i n g  
o r  e n c u m b e r i n g  f u n d s  f o r  t h e  p r o j e c t s  o r  c o s t s  f o r  w h i c h  no  l e g a l  
o b l i g a t i o n  t o  p a y  e x i s t s .

C o n s i d e r a t i o n  f o r  A d v a n c e  R e n t

C o n c u r r e n t l y  w i t h  t h e  p a ym en t  b y  S t a t e  o f  t h e  A n n u a l  R e n t ,  L a n d l o r d  
s h a l l  p a y  ‘co S t a t e  t h e  sum o f  S 3 9 , 1 1 5 . 4 0  a s  c o n s i d e r a t i o n  f o r  p a y m e n t  
o f  t h e  R e n t  o n e  y e a r  i n  a d v a n c e ,  e x c e p t  t h a t  s u c h  p a y m e n t  s h a l l  be 
p r o p o r t i o n a t e l y  r e d u c e d  t o  t h e  e x t e n t  t h a t  S t a t e  e x e r c i s e s  a  r i g h t  o f  
o f f s e t  p u r s u a n t  t o  S e c t i o n  5 . 3 .



J a n u a ry  1 2 ,  1989

T h e  H o n o r a b l e  S a m  C o t t e n  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P. O .  B o x  V 
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  C o t t e n :

T h e  a s s i s t a n c e  o f  t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  h a s  
b e e n  r e q u e s t e d  b y  t h e  A l a s k a  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  to 
p r o v i d e  l e a s e - f i n a n c i n g  f o r  a p u b l i c  b u i l d i n g - - t h e  S e w a r d  
S t u d e n t  S e r v i c e  C e n t e r ;  T h e  p r o j e c t  Is b e i n g  s u b m i t t e d  f o r  
r e v i e w  b y  t h e  l e g i s l a t u r e  p u r s u a n t  t o  A S  1 8 . 5 5 . 1 0 0 ( d ) .

T h e  p r o j e c t  is e s s e n t i a l l y  a r e f i n a n c i n g  o f  a n  e x i s t i n g  
S t a t e  l e a s e - f i n a n c e d  p r o j e c t .  T h e  r e f i n a n c i n g  w o u l d  r e s u l t  
in s u b s t a n t i a l  s a v i n g s  in l e a s e  r e n t a l  p a y m e n t s  o v e r  t h e  
p a y m e n t  s c h e d u l e  to w h i c h  t h e  S t a t e  is n o w  c o m m i t t e d .  T h e  
r e f i n a n c i n g  c o n t e m p l a t e s  a  p u r c h a s e  b y  t h e  A u t h o r i t y  o f  t h e  
f a c i l i t y  f r o m  t h e  c u r r e n t  l e s s o r ,  D e l t a  F o x ,  L t d .  ( f o r m e r l y  
D i c k  F i s c h e r  D e v e l o p m e n t ,  I n c . ) .  T h e  A u t h o r i t y  w o u l d  i s s u e  
f i n a n c i n g  i n  a n  a m o u n t  s u f f i c i e n t  t o  p r o v i d e  t h e  $ 4 , 9 8 8 , 0 1 6  
n e e d e d  f o r  t h e  p u r c h a s e  a s  w e l l  a s  a  r e s e r v e  f u n d  a n d  c o s t s  
o f  i s s u a n c e .  T h e  D e p a r t m e n t  o f  R e v e n u e  h a s  e s t i m a t e d  a n  
i s s u a n c e  o f  $ 5 , 6 0 0 , 0 0 0  f o r  t h e  S t u d e n t  C e n t e r .  T h e  n e w  
l e a s e  o f  t h e  f a c i l i t y  t o  t h e  S t a t e  is  e s t i m a t e d  b y  t h e  
D e p a r t m e n t  o f  R e v e n u e  t o  r e s u l t  i n  p r e s e n t  v a l u e  s a v i n g s  in 
S t a t e  r e n t a l  p a y m e n t s  o f  $ 1 , 2 0 3 , 0 0 1 .  T h e  e n c l o s e d  l e t t e r  
f r o m  C o m m i s s i o n e r  J o h n  A n d r e w s  c o n t a i n s  i n f o r m a t i o n  i n  m o r e  
d e t a i l  c o n c e r n i n g  t h i s  r e f i n a n c i n g .

U n d e r  A S  1 8 . 5 5 . 1 0 0 ( d ) ,  a p p r o v a l  b y  l a w  o f  t h e  p r o j e c t  is a 
p r e r e q u i s i t e  t o  t h e  u n d e r t a k i n g  o f  a n y  p u b l i c  b u i l d i n g  
p r o j e c t  b y  t h e  A u t h o r i t y .

T h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  w e l c o m e s  t h i s  
o p p o r t u n i t y  t o  s e r v e  t h e  S t a t e  in r e a l i z i n g  c o s t  s a v i n g s  in 
t h e  f i n a n c i n g  o f  p u b l i c  b u i l d i n g  p r o j e c t s .

S i n c e r e l y ,

E x e c u t i v e  D i r e c t o r

E n c l o s u r e

j t :s s :c : \ w p 5 0 \ r p \ l \ r p s c . 1
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D E P A R T M E N T  O F  A D M I N I S T R A T I O N

OFFICE OF THE COMMISSIONER

S T E V E  C O W P E R ,  G O V E R N O R

P .O . B O X  C
JU N E A U , A L A S K A  9 9 B 1 1 -0 2 0 0  
PH O N E : (9 0 7 ) 4 6 5 -2 2 0 0

J a n u a r y  1 8 ,  1 9 8 9

T h e  H o n o r a b l e  Sam C o t t e n  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V 
J u n e a u ,  AK 9 9 8 1 1

D e a r  M r .  S p e a k e r :

C 2 . 3

"  c & H u < 2

I n  c o m p l i a n c e  w i t h  AS 3 6 . 3 0 . 0 8 0 ( c ) ,  I  w i s h  t o  i n f o r m  y o u  t h a t  t h e  D e p a r t m e n t  
o f  A d m i n i s t r a t i o n  j  t e n d s  t o  e n t e r  i n t o  a  l e a s e - f i n a n c i n g  a g r e e m e n t  f o r  t h e  
S e w a r d  S t u d e n t  S e r v i c e  C e n t e r  w h i c h  may h a v e  a n n u a l  r e n t  i n  e x c e s s  o f  
$ 1 , 0 0 0 , 0 0 0  t o  b e  p a i d  b y  t h e  S t a t e .  T h e  a g r e e m e n t  i s  e x p e c t ed  t o  b e  w i t h  t h e  
A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  (ASBA)  a s  l e s s o r .  T h e  S t a t e  w o u l d  a s s i g n  i t s  
p u r c h a s e  o p t i o n  u n d e r  a n  e x i s t i n g  l e a s e - f i n a n c i n g  a g r e e m e n t  t o  ASBA. ASBA 
w o u l d  i s s u e  d e b t  a nd  u s e  t h e  p r o c e e d s  t o  e x e r c i s e  t h e  p u r c h a s e  o p t i o n .  S t a t e  
l e a s e  r e n t a l  p a y m e n t s  u n d e r  t h e  new l e a s e - f i n a n c i n g  a g r e e m e n t s  w i t h  ASBA w o u l d  
p a y  t h e  d e b t  s e r v i c e  o n  ASBA d e b t .  T h e  r e a s o n  f o r  t h i s  u n d e r t a k i n g  i s  t h a t  
t h e  S t a t e ' s  l e a s e  r e n t a l  p a y m e n t s  w o u l d  d e c r e a s e  s i g n i f i c a n t l y  u n d e r  t h e  new 
l e a s e - f i n a n c i n g  a g r e e m e n t  a s  a  r e s u l t  o f  d e c l i n e s  i n  i n t e r e s t  r a t e s .  The  
c u r r e n t  l e s s o r ' s  p r o c e e d s  f r o m  s a l e  o f  t h e  l e a s e d  f a c i l i t i e s  t o  ASBA w i l l  b e  
u s e d  t o  p a y o f f  c u r r e n t l y  o u t s t a n d i n g  d e b t  i s s u e d  b y  t h e  c u r r e n t  l e s s o r .

U n d e r  t h e  p r o p o s e d  l e a s e - f i n a n c i n g  a g r e e m e n t ,  ASBA w o u l d  a c q u i r e  t h e  S ew a r d  
S t u d e n t  S e r v i c e  C e n t e r  f r o m  D e l t a  F o x ,  L t d .  ( f o r m e r l y  D i c k  F i s c h e r  
D e v e l o p m e n t ,  I n c . )  a t  o n e  o f  t h e  p r i c e s  l i s t e d  b e l o w :

S ew a r d  S t u d e n t  S e r v i c e  C e n t e r

C l o s i n g  D a t e  o f  P r o p e r t y  S a l e P r i c e
J u l y 1 - J u l y 3 0 , 1 9 8 9 $ 4 , 9 8 8 , 0 1 6 . 0 0
J u l y 1 - J u l y 3 0 , 1 9 9 0 $ 4 , 7 1 7 , 8 6 0 . 0 0
J u l y 1 - J u l y 3 0 , 1 9 9 1 $ 4 , 4 2 2 , 3 2 4 . 0 0
J u l y 1 - J u l y 3 0 , 1 9 9 2 $ 4 , 0 9 4 , 6 4 0 . 0 0
J u l y 1 - J u l y 3 0 , 1 9 9 3 $ 3 , 7 7 8 , 7 5 6 . 0 0
J u l y 1 - J u l y 3 0 , 1 9 9 4 $ 3 , 3 6 0 , 8 7 6 . 0 0
J u l y 1 - J u l y 3 0 , 1 9 9 5 $ 2 , 9 4 2 , 9 5 2 . 0 0
J u l y 1 - J u l y 3 0 , 1 9 9 6 $ 2 , 4 7 4 , 8 3 2 . 0 0
J u l y 1 - J u l y 3 0 , 1 9 9 7 $ 1 , 9 5 2 , 0 0 4 . 0 0
J u l y 1 - J u l y 3 0 , 1 9 9 8 $ 1 , 3 7 0 , 5 2 0 . 0 0
J u l y 1 - J u l y 3 0 , 1 9 9 9 $ 7 2 2 , 4 8 4 . 0 0

O:>09LH
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The  S e w a r d  S t u d e n t  S e r v i c e  C e n t e r  i s  a  s t u d e n t  l o u n g e  a n d  r e c r e a t i o n  c o m p l e x  
f o r  t h e  A l a s k a  V o c a t i o n a l - T e c h n i c a l  ( V o - T e c )  C e n t e r  a t  S e w a r d .  T h e  V o - T e c  
C e n t e r  i s  t h e  o n l y  S t a t e - o p e r a t e d  a d u l t  v o c a t i o n a l  t r a i n i n g  f a c i l i t y  i n  t h e  
S t a t e .  The  C e n t e r  was c o m p l e t e d  a n d  o c c u p i e d  b y  t h e  S t a t e  i n  A p r i l  1 9 8 5 .

A s s u m i n g  t h e  s a l e  i s  c l o s e d  d u r i n g  J u l y  1  t o  J u l y  3 0 ,  1 9 8 9 ,  t h e  p u r c h a s e  p r i c e  
w o u l d  b e  $ 4 , 9 8 8 , 0 1 6 .  The  a n t i c i p a t e d  a m o u n t  o f  t h e  ASBA f i n a n c i n g  f o r  t h i s  
p r o j e c t  w o u l d  b e  $ 5 , 6 0 0 , 0 0 0  i n c l u d i n g  t h e  c o s t s  o f  i s s u a n c e .  T h e  r e s u l t i n g  
a n t i c i p a t e d  a n n u a l  l e a s e  r e n t a l  p a y m e n t s  b y  t h e  S t a t e  c o m p a r e d  t o  e x i s t i n g  
p a y m e n t s  w o u l d  b e :

1 9 9 0 $ 7 6 4 , 3 0 7
1 9 9 1 7 3 7 , 8 7 2
1 9 9 2 7 4 1 , 8 4 0
1 9 9 3 7 3 8 , 1 0 2
1 9 9 4 7 4 2 , 3 5 2
1 9 9 5 7 3 8 , 9 1 5
1 9 9 6 7 3 8 , 0 3 7
1 9 9 7 7 3 9 , 3 3 7
1 9 9 8 7 4 2 , 0 9 7
1 9 9 9 1 8 1 . 2 0 2

TOTAL $ 6 , 8 6 4 , 0 6 1

S a v i n g s  
4 3 3 , 2 2 9  1 /  

6 8 , 4 7 6  
6 7 , 7 1 0  
7 4 , 6 6 1  
7 3 , 6 3 8  
8 0 , 3 1 5  
8 4 , 4 4 5  
8 6 , 4 1 0  
8 6 , 9 2 8  

6 5 1 . 1 1 5

$ 8 . 1 7 6 . 6 1 2  $ 1 . 7 0 6 . 9 2 7

S e w a r d  S t u d e n t  S e r v i c e  C e n t e r

F i s c a l
Y e a r  A n t i c i p a t e d  R e n t  E x i s t i n g  R e n t j / ^ /

$ 8 0 3 , 1 6 0
8 0 6 , 3 4 8  
8 0 9 , 5 5 0  
8 1 2 , 7 6 3  
8 1 5 , 9 9 0  
8 1 9 , 2 3 0  
8 2 2 , 4 8 2  
8 2 5 , 7 4 7  
8 2 9 , 0 2 5  
8 3 2 . 3 1 7

M o t e s  t o  S e w a r d  S t u d e n t  S e r v i c e  C e n t e r  T a b l e :

1 .  1 9 9 0  sind l a t e r  e x i s t i n g  r e n t s  a r e  r e d u c e d  b y  t h e  c r e d i t  f o r  p a y m e n t  o n e
y e a r  i n  a d v a n c e .

2 .  1 9 9 1  a nd  l a t e r  e x i s t i n g  r e n t s  h a v e  b e e n  e s c a l a t e d  b y  t h e  J u l y  1 9 8 4  t o  J u l y  
1 9 8 6  i n c r e a s e  i n  t h e  A n c h o r a g e  C P I  p u r s u a n t  t o  i n f l a t i o n  a d j u s t m e n t  
p r o v i s i o n  o f  t h e  l e a s e .

3 .  1 9 9 0  s a v i n g s  i n c l u d e s  $ 3 9 4 , 3 7 5 . 8 0  r e b a t e  u n d e r  e x i s t i n g  l e a s e  c a l c u l a t e d
a s  f o l l o w s :  J u n e  1 0 ,  1 9 8 9  E x i s t i n g  R e n t  P a y m e n t  o f  $ 8 4 2 , 2 7 5 . 2 0  -
$ 3 9 , 1 1 5 . 4 0  c r e d i t  f o r  p a y m e n t  o n e  y e a r  a d v a n c e  -  ( $ 6 , 0 9 0 , 0 0 0  c e r t i f i c a t e s
o u t s t a n d i n g  + 2% c a l l  p r e m i u m  o f  $ 1 2 1 , 8 0 0  -  $ 4 , 9 8 8 , 0 1 6  p u r c h a s e  p r i c e  -  
$ 8 1 5 , 0 0 0  r e s e r v e  f u n d ) .
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JA /M B /g b

8 5 3 4 H
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S U B J E C T :

T O :

F R O M :

S e p a r a t i o n  o f  p o w e r s  d o c t r i n e  a n d  HB  7 4

R e p r e s e n t a t i v e  H . A .  " R e d "  B o u c h e r

T h e r e s a  B a n n i s t e r O ^ 1 
L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  r e q u e s t e d  o u r  v i e w s  r e g a r d i n g  t h e  c o n s t i t u t i o n a l  
i s s u e  r a i s e d  b y  G o v e r n o r  C o w p e r  i n  h i s  t r a n s m i t t a l  l e t t e r  
f o r  HB  I k .  I n  t h a t  l e t t e r  h e  m a i n t a i n s  t h a t  t h e  p o s i t i o n  o f  
t h e  e x e c u t i v e  b r a n c h  i s  t h a t  t h e  l e g i s l a t i v e  a p p r o v a l  r e ­
q u i r e m e n t  o f  A S  1 8 . 5 5 . 1 0 0 ( d )  a n d  A S  3 6 . 3 0 . 0 8 0 ( c )  v i o l a t e s  
t h e  s e p a r a t i o n  o f  p o w e r s  d o c t r i n e  i n  t h e  s t a t e  c o n s t i t u t i o n .  
H e  d o e s  n o t  c h a l l e n g e  t h e  s t a t u t o r y  p r o v i s i o n s  b u t  i s  c o n ­
t e n t  w i t h  e x p r e s s i n g  t h e  p o s i t i o n  w h i l e  c o m p l y i n g  w i t h  C h e  
s t a t u t e s .

T h e  p u r p o s e  o f  t h e  s e p a r a t i o n  o f  p o w e r s  d o c t r i n e  i s  t o  a v o i d  
t o o  g r e a t  a  c o n c e n t r a t i o n  o f  p o w e r  i n  o n e  b r a n c h  o f  g o v e r n ­
m e n t .  T h e  d o c t r i n e  p r e c l u d e s  o n e  b r a n c h  f r o m  e x e r c i s i n g  t h e  
p o w e r s  o f  a n o t h e r  b r a n c h  o r  i n t r u d i n g  i n t o  t h e  f u n c t i o n s  o f  
a n o t h e r  b r a n c h .  T h i s  s e p a r a t i o n  o f  p o w e r s  d o c t r i n e  h a s  b e e n  
h e l d  t o  b e  i m p l i c i t  i n  t h e  s t a t e  c o n s t i t u t i o n .  A l a s k a  
S t a t e - O p e r a t e d  S c h o o l  S y s t e m  v .  M u e l l e r , 5 3 6  P . 2 d  9 9  ( A l a s k a
1 9 7 5 ) ;  P u b l i c  D e f e n d e r  A g e n c y  v .  S u p e r i o r  C o u r t , 5 3 4  P . 2 d  
9 4 7  ( A l a s k a  1 9 7 5 ) ;  S t a t e  v .  C a r l s o n , 5 5 5  P . 2 d  2 6 9  ( A l a s k a
1 9 7 6 ) .  T h e  s e p a r a t i o n  o f  p o w e r s  d o c t r i n e  r e q u i r e s  t h a t  t h e  
b l e n d i n g  o f  g o v e r n m e n t a l  p o w e r s  w i l l  n o t  b e  i n f e r r e d  i n  t h e  
a b s e n c e  o f  a n  e x p r e s s  c o n s t i t u t i o n a l  p r o v i s i o n .  B r a d n e r  v .  
H a m m o n d , 5 5 3  P . 2 d  1 ( A l a s k a  1 9 7 6 ) .

T h e  i s s u e  t h a t  i s  r a i s e d  h ^ r e  i s  w h e t h e r  t h e  l e g i s l a t u r e  c a n  
r e q u i r e  t h e  e x e c u t i v e  b r a n  . h  t o  o b t a i n  t h e  l e g i s l a t u r e ' s  
a p p r o v a l  b e f o r e  p r o c e e d i n g  w i t h  c e r t a i n  p r o j e c t s .
A S  1 8 . 5 5 . 1 0 0 ( d )  p r o h i b i t s  t h e  A l a s k a  S t a t e  B u i l d i n g  
A u t h o r i t y  f r o m  p r o c e e d i n g  w i t h  a  p u b l i c  b u i l d i n g  p r o j e c t  
u n l e s s  t h e  p r o j e c t  h a s  b e e n  a p p r o v e d  b y  t h e  l e g i s l a t u r e .
A S  3 6 . 3 0 . 0 8 0 ( c )  p r o h i b i t s  t h e  e x e c u t i v e  b r a n c h  f r o m  e n t e r i n g  
i n t o  a  l e a s e  o r  l e a s e - f i n a n c i n g  a g r e e m e n t  o v e r  $ 1 , 0 0 0 , 0 0 0  
w i t h o u t  l e g i s l a t i v e  a p p r o v a l .



F e b r u a r y  2 1 ,  1 9 8 9

R e p r e s e n t a t i v e  H. A . " R e d "  B o u c h e r
P a g e  2

T h e  g o v e r n o r  c a n  a r g u e  t h a t  t h e  d e c i s i o n  w h e t h e r  t o  p r o c e e d  
w i t h  t h e s e  p r o j e c t s  i s  c o m m i t t e d  t o  t h e  d i s c r e t i o n  o f  t h e  
e x e c u t i v e  b r a n c h ,  a n d ,  t h a t ,  t h e r e f o r e ,  t h e  l e g i s l a t u r e  h a s  
n o  r i g h t  t o  i n t e r f e r e .  T h i s  i s  b a s e d  o n  t h e  g o v e r n o r  b e i n g  
c h a r g e d  c o n s t i t u t i o n a l l y  w i t h  e x e c u t i n g  t h e  l a w s .  S e c .  1 6 ,  
a r t .  I l l ,  C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a .  O n c e  t h e  
l e g i s l a t u r e  e s t a b l i s h e s  t h e  c r i t e r i a  f o r  t h e  p r o j e c t s  b y  
s t a t u t e ,  t h e  e x e c u t i v e  b r a n c h  a p p l i e s  t h e  c r i t e r i a  a n d  m a k e s  
t h e  d e c i s i o n s .  T h e  g o v e r n o r  c a n  t h e n  a r g u e  t h a t  b y  
r e s e r v i n g  t o  i t s e l f  t h e  p o w e r  t o  d e c i d e  w h e t h e r  t o  i m p l e m e n t  
a  p r o j e c t ,  t h e  l e g i s l a t u r e  i s  a c t u a l l y  a d m i n i s t e r i n g  t h e  
s t a t u t e s .

T h e  l e g i s l a t u r e ' s  r e s p o n s e  t o  s u c h  a n  a r g u m e n t  w o u l d  b e  t h a t  
t h e  a p p r o v a l  r e q u i r e m e n t  s e r v e s  t h e  i m p o r t a n t  p u r p o s e  o f  
l e g i s l a t i v e  o v e r s i g h t  o v e r  l a r g e  p r o j e c t s .  S i n c e  t h e  p r o j ­
e c t s  a r e  t h e  t y p e  t h a t  w i l l  r e q u i r e  c o n t i n u i n g  b u d g e t  a p p r o ­
p r i a t i o n s  b y  t h e  l e g i s l a t u r e ,  i n i t i a l  l e g i s l a t i v e  a p p r o v a l  
w i l l  h e l p  t o  i n s u r e  t h a t  t h e  p r o j e c t s  w i l l  c o n t i n u e  t o  r e ­
c e i v e  l e g i s l a t i v e  a p p r o p r i a t i o n s  i n  t h e  f u t u r e .  T h e  l e g i s ­
l a t u r e  c o u l d  a l s o  a r g u e  t h a t  t h e  a p p r o v a l  i s  j u s t  a n  a d j u n c t  
t o  t h e  l e g i s l a t u r e ' s  u n d i s p u t e d  p o w e r  t o  p r o v i d e  f o r  t h e  
a p p r o p r i a t i o n  o f  m o n e y .  E n o u r a t o  v .  N e w  J e r s e y  B u i l d i n g  
A u t h o r i t y ,  4 4 8  A . 2 d  4 4 9 ,  4 5 3 - 4 5 5  ( N . J .  1 9 8 2 ) 7  B a i i l e s  v ?  
M a z u r , 2 9 7  S . E . 2 d  6 9 5 ,  7 0 0 - 7 0 1  ( V a .  1 9 8 2 ) .

T h e  A l a s k a  s u p r e m e  c o u r t  h a s  n o t  d e c i d e d  t h i s  e x a c t  i s s u e ,  
a n d  i t  w o u l d  b e  d i f f i c u l t  t o  p r e d i c t  w h a t  i t  w o u l d  d o .  H o w ­
e v e r ,  a s  y o u  c a n  s e e ,  t h e r e  i s  p r e c e d e n t  i n  o t h e r  s t a t e s  f o r  
t h e  l e g i s l a t i v e  p o s i t i o n  p r o p o s e d  a b o v e .

I f  I  m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a d v i s e .

T B : k b  
w k k 2 / 0 2 9
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A p r i l  15 ,  1 9 8 7

A l a s k a  L e g i s l a t i v e  P r o c e d u r e s  S tu d y  F i n a l  R e p o r t  
M a y  1 5 , 1 9 8 3

R e se a r c h  R e qu e s t  8 3 - 5 9
E f f e c t  o f  C ap i t a l  P r o j e c t s  o n  Op e r a t i n g  B u d g e t
A p r i l  4 ,  1 9 8 3



■HOUSE COMMITTEE REPORT
(5)
D a t e  R e f e r r e d :  J a n u a r y  11, 1989

t
D a t e  of  C o m m i t t e e  A c t i o n :

F U R T H E R  R E F E R R A L S :  F I N A N C E  /

T h e  S T A T E  A F F A I R S  C o m m i t t e e  r e c o m m e n d s  that:

H O U S E  B I L L  NO. 79 [ O P E R A T I N G  C O S T S  O F  C A P I T A L  I M P R O V E M E N T S ]
"An A c t  r e l a t i n g  t o  p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s  o f  c a p i t a l  
i m p r o v e m e n t s ."

C ^ l b e  r e p l a c e d  w i t h  H I 6  7 ^  C s A ) _______________________ ] a n e w  t i t l e

[ ] h a v e  a t t a c h e d  a m e n d m e n t ( s )

[ V ]  d o  p a s s
[ / N ] d o  n o t  p a s s  «
[ ] n o  r e c o m m e n d a t i o n
[ ] i n d i v i d u a l  r e c o m m e n d a t i o n s
[ ] a d d i t i o n a l  r e f e r r a l  t o  t h e  ____________________________  C o m m i t t e e

A D O P T S :   .___________ l e t t e r

A T T A C H E S  N E W  F I S C A L  N O T E ( s ) :

[ ] f i s c a l  i m p a c t

[ ] z e r o  f i s c a l  n o t e

f\/ ] z e r o  w i t h  a n a l y s i s  Tfl/PF,
A  C £ A ,  Qfyft

S I G N I N G  D O  P ASS:

of  i n t e n t

A P P R O V E S  P R E V I O U S :

[ ] f i s c a l  n o t e ( s )  p u b l i s h e d :

C ] z e r o  f i s c a l  n o t e s ( s )  p u b l i s h e d :

S I G N I N G  O T H E R  T H A N  D O  PASS:
(Do N o t  Pass, N o  R e c o m m e n d a t i o n ,  Amend)

^ c h a i r m a n ' s  s i g n a t u r e
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A l a s k a  S t a t e  L e g i s l a t u r e

Representative Mike Davis District 19
P.O . Box V  
Juneau, A laska 99811 
(907) 465-4930/4941

Interim Office 
P.O . Box 81435 
Fairbanks, Alaska 99708 
(907) 456-8161

TO: H o u s e  S t a t e  A f f a i r s  C o m m i t t e e

F R OM: Rep* M i k e  D a v i s

D A T E :  F e b r u a r y  28, 1989

S U B J E C T :  H B  79:
O p e r a t i n g  a n d  M a i n t e n a n c e  C o s t s  o f  C a p i t a l  P r o j e c t s

In a n  e r a  o f  d e c r e a s i n g  r e v e n u e ,  it is e s s e n t i a l  t h a t  t h e  
l e g i s l a t u r e  a n d  t h e  p u b l i c  k n o w  t h e  o n g o i n g  c o s t s  a s s o c i a t e d  
w i t h  c a p i t a l  p r o j e c t s .

H B  7 9  r e q u i r e s  t h a t  f i s c a l  n o t e s  b e  a t t a c h e d  t o  a p p r o p r i a t i o n  
b i l l s  f o r  c a p i t a l  i m p r o v e m e n t s ,  i d e n t i f y i n g  t h e  p r o j e c t e d  
a n n u a l i z e d  0  & M  c o s t s  a n d  t h e  e n t i t i e s  r e s p o n s i b l e  f o r  p a y m e n t .

U n d e r  t h e  p r o v i s i o n s  o f  H B  79, it is t h e  r e s p o n s i b i l i t y  of the 
l e g i s l a t u r e  t o  e n s u r e  t h a t  b i l l s  p r o p o s i n g  c a p i t a l  i m p r o v e m e n t s  
b e  a c c o m p a n i e d  b y  0 & M  p r o j e c t i o n s  at  t h e  t i m e  o f  i n t r o d u c t i o n .  
T h e  g o v e r n o r  is r e q u i r e d  t o  p r o v i d e  t h e  i n f o r m a t i o n  f o r  e a c h  
p r o j e c t  i n  h i s  c a p i t a l  i m p r o v e m e n t s  p r o g r a m .

P a s s a g e  o f  H B  79 w i l l  p r o v i d e  t h e  l e g i s l a t u r e ,  m u n i c i p a l i t i e s ,  
a n d  n o n - p r o f i t s  w i t h  i n f o r m a t i o n  n e c e s s a r y  f o r  t h e  c o n s i d e r a t i o n  
o f  c a p i t a l  p r o j e c t s  a n d  l o n g  r a n g e  f i n a n c i a l  p l a n n i n g .

A t  t h e  s a m e  t i m e ,  0  & M  p r o j e c t i o n s  s h o u l d  n o t  b e  c o s t l y  o r  
d i f f i c u l t  t o  o b t a i n .  S t a t e  a g e n c i e s  a n d  s o m e  m u n i c i p a l i t i e s  
a l r e a d y  c a l c u l a t e  t h e  o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s  o f  t h e i r  
c a p i t a l  i m p r o v e m e n t  r e q u e s t s .  T h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  
R e g i o n a l  A f f a i r s  h a s  t h e  a u t h o r i t y  t o  a s s i s t  u n i n c o r p o r a t e d  
commv:'xcies w i t h  t h i s  work.

I u r g e  y o u r  s u p p o r t  f o r  t h i s  l e g i s l a t i o n .
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O F F E R E D  I N  T H E  H O U S E  

T O :  HB  7 9

P a g e  1 ,  l i n e  1 5 :

D e l e t e  " i m p r o v e m e n t * "

I n s e r t  " i m p r o v e m e n t  i n c l u d i n g  t h e  c o s t  o f  p r e v e n t i v e  m a i n t e n a n c e , "

P a g e  4 ,  l i n e  1 7 ,  f o l l o w i n g  " c o n d i t i o n " :

I n s e r t  " ;  " o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s "  i n c l u d e s  t h e  c o s t  o f  

p r e v e n t i v e  m a i n t e n a n c e "

A M E N D M E N T

d BY M ’
D A V I S

- 1 - 2 / 2 7 / 8 9
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C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S  
For Blll/Resolutlon No. hb 79

If the fiscal note requeat is given in a timely manner, allowing the depart­
ment five day* for ita preparation, there will be no additional coat to 
the department of providing maintenance and operating cost* for capital 
improvements appropriated to the department. The analysis assumes that 
appropriation* for repair and restoration related to items which already 
exist'are not capitai improvements and that last minute changes to 
appropriation bills with a major number of improvements are not covered by 
this legislation. Otherwise, substantial overtime coats could be Incurred 
by personnel in an attempt to respond with fiscal notes in the time available.

2 /2 7 /8 9
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V»c« President for F.nance 
;907) 474-7448

Brian Rogers

U n i v e r s i t y  o f  A l a s k a
Fairbanks. Alaska 99775-5260

March 2, 1989

The Konorabie Mike Davis 
P. O. Box V
Juneau, Alaska 99811

RE: Fiscal Note for House Bill 79

Dear Representative TJavis:

Enclosed is a copy of the University's fiscal note for House Bill 79.
The University expects zero fiscal impact for the proposed legislation.

If you have any questions about the note, please do not hesitate to 
contact me or Marsha Hubbard, Director for Statewide Budget at 474- 
7 5 9 3 .

.S in r> A r(» lv

Vice President for Finance

Enclosure

cc: Gina Spartz, Administrative Assistant for Legislative Finance
Alison Elgee, Division Director for Office of Management & Budget
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A l a s k a  M u n i c ip a l  L e a g u e  

P o l i c y  S t a t e m e n t

Adop ted  at th e  B u s i n e s s  Mee t i n g  
o f  the  3 8 t h  Annua l  Loca l  G o v e r n m e n t  C o n f e r e n c e  

o f  the
ALASKA MUNICIPAL LEAGUE

Fa i r b ank s ,  A l a s k a  
N o v em b e r  1 8 . 1 9 8 8

1989

Jara fcBB



F. FISCAL NOTES/GOVERNMENTAL MANDATES

1. Fiscal Notes: T h e  League supports enactment of legislation requiring 
the State to prepare, in consultation with the impacted local governments, notes 
assessing the fiscal impact on local government of any proposed bill or regulation, 
including pass-through grants.

Numerous bills are introduced each year that would have an impact on the cost of the 
operation of the local governments. However, it appears that no analysis and little 
thought are given to the actual impact such legislation would have on affected 
municipalities. In order to assist the municipalities and the Legislature in making 
informed decisions about such legislation, fiscal notes assessing the fiscal impact on 
local government of such bills are necessary.

2. Governmental Mandates; The League urges passage of legislation 
that would require the transferring governmental agency to reimburse 
municipalities for costs they incur in programs or activities mandated or 
transferred by the State or federal government at other than the request of the 
municipalities.

Proposals are occasionally made to require municipalities to undertake programs or 
activities for which there is either inadequate or no reimbursement. Proposals that shift 
the burden of such programs to municipalities should provide adequate reimbursement 
to the municipalities for the administration of such programs.

G. FEDERAL ISSUES

1. Federal Assistance: The League supports federal recognition of the 
federal-local partnership in providing governmental services to citizens through 
federal assistance to local governments.

2. Outer Continental Shelf (PCS) Revenue Sharing: The League
endorses enactment by the United States Congress of an OCS revenue sharing 
program, to be funded annually from the proceeds of the oil and gas lease sales 
on the OCS at a fair and equitable level. The League also endorses an automatic 
direct pass-through of a fair 3nd equitable amount of the State’s allocation under 
this program to communities affected by OCS activities. Further, the League 
endorses the concept that the State’s and communities’ allocation of OCS revenue 
sharing funds be used for coastal planning, resource protection programs, 
construction of capital infrastructure resulting from direct OCS activity, and health 
and social service needs resulting from OCS activity.

For the past several years, federal Ocean and Coastal Resource Management has 
expected state coastal districts to rewrite portions of their plans making concessions to 
accommodate the oil and gas industry. This creates extra work for state agencies and 
coastal districts developing coastal pians at the same time federal funding is being cut. 
Coastal districts have accommodated the industry as much as possible, often 
compromising their plans more than they would have liked in order to obtain federal 
approval. Since the compromises to oil and gas made by coastal districts will enable



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

Representative Mike Davis
P.O. Bax V Interim Office:
luneau. Alaska 99811 P.O. Box 81435 
(907) 465-4930/4941 Fairbanks, Alaska 99708

M E M O R A N D U M

To: H o u s e  M e m b e r s

F r o m : Rep. M i k e  D a v i s

D a te: A p r i l  15, 1987

Re: C S H B  9 ( F i n ) ; R e l a t i n g  t o  p r o j e c t e d  o p e r a t i n g  a n d  
m a i n t e n a n c e  c o s t s  of  c a p i t a l  i m p r o v e m e n t s .

T h e  p a s s a g e  o f  C S H B  9 w o u l d  p r o v i d e  b u d g e t a r y  r e f o r m  in 
t h e  d r a f t i n g  o f  t h e  s t a t e ' s  c a p i t a l  b u d g e t .  T h i s  b i l l  w o u l d  
c r e a t e  g r e a t e r  f i s c a l  r e s p o n s i b i l i t y  i n  t h e  s t a t e  b y  p r o­
v i d i n g  l e g i s l a t o r s  w i t h  a n  a s s e s s m e n t  o f  t h e  p r o j e c t e d  
o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s  o f  a c a p i t a l  i m p r o v e m e n t  u n d e r  
c o n s i d e r a t i o n .  C S H B  9 a p p l i e s  o n l y  t o  c a p i t a l  i m p r o v e m e n t s  
t h a t  h a v e  b e e n  s u b m i t t e d  in l e g i s l a t i o n .

C S H B  9 r e q u i r e s  t h a t  p r o j e c t e d  o p e r a t i n g  a n d  m a i n t e n a n c e  ' 
c o s t s ,  a n n u a l i z e d  o v e r  t h e  l i f e  o f  t h e  c a p i t a l  i m p r o v e m e n t ,  b e  
i n c l u d e d  in  a f i s c a l  n o t e  a t t a c h e d  to  a n  a p p r o p r i a t i o n  b i l l  
b e f o r e  t h e  b i l l  is p a s s e d  o u t  o f  t h e  f i r s t  c o m m i t t e e  of 
r e f e r r a l .  T h e  f i s c a l  n o t e  m u s t  a l s o  i n c l u d e  t h e  s o u r c e  o f  
f u n d i n g  for t h e  o p e r a t i n g  a n d  m a i n t e n a n c e  c o s t s .  C S H B  9 a l s o  
r e q u i r e s  t h a t  t h i s  i n f o r m a t i o n  be  i n c l u d e d  i n  t h e  g o v e r n o r ' s  
e c o n o m i c  d a t a  a n d  p r o j e c t i o n s  f o r  u s e  i n  e v a l u a t i n g  t h e  
s t a t e ' s  c a p i t a l  -jiprovements p r o g r a m .

U n d e r  t h e  p r o v i s i o n s  of C S H B  9, u l t i m a t e  r e s p o n s i b i l i t y  
f o r  p r o v i d i n g  t h e  p r o j e c t e d  O & M  c o s t s  i n  t h e  f i s c a l  n o t e  
r e s i d e s  w i t h  t h e  l e g i s l a t o r  r e q u e s t i n g  t h e  c a p i t a l  i m p r o v e m e n t  
t h r o u g h  l e g i s l a t i o n .  P r o j e c t e d  O & M  c o s t s  w o u l d  b e  r e c e i v e d  b y  
a s k i n g  t h a t  t h i s  i n f o r m a t i o n  b e  p r o v i d e d  b y  t h e  p a r t y  r e q u e s t­
ing  t h e  c a p i t a l  i m p r o v e m e n t .

T h i s  l e g i s l a t i o n  is n o t  e x p e c t e d  t o  b e  c o s t l y  o r  b u r d e n­
s o m e  t o  r e q u e s t o r s  of s t a t e  g r a n t s  f o r  c a p i t a l  i m p r o v e m e n t s ,  
a n d  p r o j e c t e d  O & M  c o s t s  c o u l d  b e  d e t e r m i n e d  a t  t h e  s a m e  ti m e  
t h a t  t h a t  t h e  c o s t  is d e t e r m i n e d  f o r  t h e  c a p i t a l  i m p r o v e m e n t  
i t s e l f .  S t a t e  a g e n c i e s  a n d  s o m e  m u n i c i p a l i t i e s  a l r e a d y  
p r o v i d e  p r o j e c t e d  O & M  c o s t s  in t h e i r  c a p i t a l  i m p r o v e m e n t  
r e q u e s t s .



§ 24 .08 .020

• — 24.08.210)

L e g is l a t u r e § 24 .0 8 .0 35

Sec . 2 4 .0 8 .0 3 0 . A p p r o p r ia t io n  b ills . B ills  for appropriation  shall 
be confined to appropriations and shall include the am oun t involved 
and the purpose , m ethod, m anner and other related conditions o f 
payment. (§ 31 ch  157 S L A  1959 )

Revisor'B no tes. — Formerly AS 
24.30.030. Renumbered in 1985.

nd resolutions
Is

e for handling  
:il they become 
j  rules adopted 
:cordance v/ith 
•• (§ 29  ch 157

itutional amend- 
0: for resolutions 

orders, see AS

h bill shall be 
to one subject 
:, revising or 
bject shall be 
■natters which 
accomplishing

Se c . 2 4 .0 8 .0 3 5 . F is c a l n o te s  on  b ills , (a ) Before a bill or resolu­
tion. except an appropria tion  b ill, is reported from the com m ittee o f 
first referral, there shall be attached to the bill a  fiscal note 
containing an estim ate o f  the am ount o f the appropriation increase or 
decrease which w ould resu lt from  enactment o f the bill for the curren t 
fiscal year and five succeeding fiscal years or, i f  the bill has no fiscal 
impact, a sta tem ent to th a t effect shall be attached. T he  fiscal note or 
statement shall be prepared in conformity w ith the requirem ents o f 
th is section by the departm ent or departm ents affected' and m ay be 
reviewed by the office o f m anagement and budget. T h e  fiscal note or 
statement shall be delivered to  the comm ittee requesting it w ith in  
five days o f the request o r w ith in  two days if the request is m ade after 
the 90th  day o f a regu la r session, or during a special session o f the 
legislature. I f  the bill is presented by the governor for in troduction  in 
accordance w ith A S  24 .0 8 .0 6 0 (b ) and the uniform  rules o f the 
legislature, the fiscal note or statem ent shall be attached to the bill 
before the bill is introduced. An amendment or a substitu te  bill 
proposed by a com m ittee o f  referral that changes the fiscal im pact o f a  
bill shall be explained in a revised fiscal note or statem ent a ttached  to 
the bill.

(b) In addition to  the fiscal note required by th is  section , the 
sponsor of a bill or reso lu tion  m ay prepare a  fiscal note in conform ity  
with the requ irem ents o f th is  section and subm it it to the com m ittee o f 
first referral o r the finance comm ittee. A comm ittee m ay prepare an 
additional fiscal note in conform ity with the requirem ents o f th is 
section.

(c) A  fiscal note for a bill or resolution must contain the follow ing  
information:

( 1 ) the fiscal im pact on existing programs;
(2) the fiscal im pact of new program s or activ ities;
(3) a line item  de ta il of the fiscal impact;
(4) the source o f funds expected to be utilized by general fund 

source, federal fund source, or o ther identified source;
(5) the number o f new positions which may be required , identified 

as full-tim e, pa rt-tim e , or tem porary ;
(6) an analysis o f how  the figures in the fiscal note were derived:
(7) additional inform ation necessary to explain the fiscal note;

11



§ 24.08.036 A l a s k a Statutes § 24.08.037
§ 24.08.040

(8) a fiscal im pact projection for the current fiscal year and for the 
succeeding five fiscal years ; and

(9 ) formal inform ation consisting o f
(A ) the bill or resolu tion number,
(B ) ( he name o f the prim e sponsors,
(C ) the date the fiscal note was prepared,
(D ) the name o f the com m ittee requesting the fiscal note,
(E ) the name and phone num ber o f the person who prepared the 

fiscal note, and -
(F ) the budget request un it, program , or subprogram  affected.
(d) The original o f a fiscal note shall be subm itted to the D ivision o f 

Legislative Finance and copies shall be sent to the prime sponsor, the 
committee requesting the fiscal note, and the office o f management 
and budget. l§ 1 ch 153 S L A  1968 ; am § 1 ch 20  S LA  1972; am  § 1 ch 
42 S L A  1976 ; am § 2 ch 60 S LA  1979 ; am §§ 3 , 4 ch 63 S L A  1983)

ASR evisor’s notes. — Formerly 
24.30.035. Renumbered in 1985.

Effect of am endm ents. — The 1983 
amendment designated the existing lan­
guage as subsection lal and added subsec­
tions lb), Ic). and (d); and in present 
subsection (a), in the first sentence in­
serted "or resolution, except an appropria­
tion bill," following "Before a bill" and

substituted "current fiscal year and five 
succeeding fiscal years” for "ensuing fiscal 
year and at least two succeeding fiscal 
years”, in the second sentence inserted "in 
conformity with the requirements of this 
section" and added the language begin­
ning "and may be reviewed", and inserted 
the present third sentence.

Sec . 24 .08 .036 . F is c a l n o te s  o n  b ills  a ffe c tin g  s ta te  re tirem en t 
system s. Before a b ill w hich would have an effect on the retirement 
systems of the state is reported to the rules committee, there shall be 
attached to the bill an analysis o f the long-term and short-term  costs 
to the state if the bill is adopted, as well as the impact o f the bill on 
the actuaria l soundness o f the fund. The analysis is in addition to the 
fiscal note requirements o f A S 24 .08 .035 . (§ 2 ch 130 SLA  1977 ; am  
§ 3 ch 60  SLA  1979; am  § 81 ch 6 S L A  1984)

Revisor's notes. — Enacted as AS 
24.30.037. Renumbered as AS 24.3'" )36 
in 1977. Renumbered again in 1985.

Effect o f am endm ents. — The 1984

amendment deleted "shall be prepared by 
the Legislative Board of Retirement Bene­
fits and" following "analysis" in the sec­
ond sentence.

Sec. 24 .0 8 .0 37 . G en e ra l o b lig a t io n  b on d  b ills . A bill authorizing  
the .ssuance o f general obligation bonds creating a state debt for 
capital improvements shall contain a  statement o f  the scope o f  each 
project included in the proposed bond issue. The statement shall 
include a  brief description o f  each cap ita l improvement project, its 
location, and, in dollars , th a t portion ot the total bond issue to be 
allocated to the project. 2 ch 70 S LA  1973; am i) 30 ch 197 bLA  
1975)

L2 f t
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101ATIOII:

El EC 11 Oil DISTRICT: FISCAL YEAR: DURATION: ------ ----------
APPIIUPIII AT1 Oil TO: PROGRAM:

FUNDING: CAPITAL REQUEST REVISER REQUEST t  OPERATING COSTS ~ 1
1

1002 FEDERAL RECEIPTS i *

1003 GENERAL FUND MATCH
1 0 Q I. GENERAL FUliU
1005 INTER-ACEIICY RECEIPTS
1028 PROGRAM RECEIPTS

TOTALS:

POSITIONS ( PFT) :

PRO IECT DESCRIPTION AND JUSTIFICATION:

LINE (1)

LINE (2)

LINE (3)

l ine m

CAPITAL PROJECTS 
CPI DKSCKIPTION

DATA P.NTKY WOUKSIHiKT

I’V N7

W O R K SH E E T



i A P I - 0 2

"

STAIE nr AlASKA -- CAP11AI  I 'KO. I lCf  DH IA I l  
1 2 / 1 9 / 6 5  1 5 : 5 5

15 -  DEPARTMENT OF TRANSPORTATION/PUBLIC FA C I L I T I E S  RECORD K E Y « 1 5 5 5 5 D D I 0 J  
Cl ASS 11 ICA I I Oft * 00 0 0 0  00 00 K I CA i nU I  COI l E / pR IOR l  1 Y : /  PROGRAM: I I I  Gilt 1A YS 5 2 5 1 0 / 2 5

PRO-IE C l  TITLE 
I' RICH IIIIY SHOULDER 1 UIDEI I

ni l lDlUG 

1 005 GEIIERAL I OHO

H H H h M A  TOTAL COSTS

LOCAT Ki l l  
FA IKD AIIKS

REQUESTED 
62 0  . 0 
6 2 0  . 0

LI EC 11 Oil AGEIICY   PROJLCT - - -
DIST

16

REVISED

IT  I
P R IOR ITY  START DURA 11 Oil PO S I I I O I I S

153 FY87  0 M05 .
OPERATI I IG 

COSIS
1 8 . 0
1 8 . 0

I II113

(U II

• i JLCI  OLSCR1P 1 I O i l :

1 I I I  Of II AIIO PAVE SHOULDERS FROM APPROXIMATELY 12 MILE VILLAGE TO FLOOD CONTROL PROJECT.  TOE ROAD I S  THE 1141II ROUTE TDK 
REFINERY TRUCKS AMD INTERSECTS NITI I  THE ACCESS TO THE HEM NORTH POLE HIGH SCHOOL. THIS i’ ROJECTJS SUPPORTED OY HIE IOCAL GOVERNMENT.

11Y OF NORTH PULE HAS EXPERIENCED RAPID GROMIII AND DEVELOPMENT ON DOTH S IDES OF THE OLD RICHARDSON DURING MIC PAS 
RS (NORTH POLE REINERY EXPANSION,  NEII HIGH SCHOOL, RESIDENTIAL DEVELOPMENT, ETC ) .  THE EXIST ING 20 *  RO.U’UA "  I S

COMMUNITY AND SAFETY CONCERNS MAKE THIS A HIGH IOCAL
h i e  c
2 YEAR
INADEQUATE TO IIAIIDLE THE INCREASED COMMUNITY AND TRUCK TRAFFIC.  P R IOR I TY .

J THE I I I  D Ell E D KOAUMAY AND FORECASTED TRAFFIC INCREASES ARE EXPECTED TO INCREASE MAINTENANCE REQUIREMENTS Oil THIS S F CI I ( I I I



A L A S K A  L t G i S L A  I I V E  P R O C E D U R E S  3  i U C Y

FINAL REPORT

| - S u b m i t t e d  t o :
-

T h e  J o i n t  S p e c i a l  C o m m i t t e e  o n  L e g i s l a t i v e  R e f o r m

S S i l i a

P r e p a r e d  b y  t h e

N A T I O N A L  C O N F E R E N C E  O F  S T A T E  L E G I S L A T U R E S

1 1 2 5  S e v e n t e e n t h  S t r e e t ,  S u i t e  1 5 0 0

D e n v e r ,  C o l o r a d o  3 0 2 0 2



The Alaska Legislate!re should develop a standard form for 
capita) projects wnTcn oescnoes t.ne purpose of ana need for 
eacn project. A comoleteo form snould accompany eacn pro- ~ 
posed capital project ana Pe available for j u o T i c  

inspection.

Discussion: In order to make well-informed decisions about capital
projects, legislators need detailed information on the purpose of and seed 
for each- proposed project. Several legislators expressed frustration ever 
the often inadequate documentation for proposed capital projectj--especialI 
local projects.

Pne standard form should include, at minimum, the following elements:

• Project title
*

• Project purpose

• Project justification (e.g., needed to protect health 
or welfare of citizens, to respond to court order, to 
encourage economic development, etc.)

• Alternative ways of dealing with the problem at hand

t Alternative funding sources if project is not funded 

f

t Estimated capital expenditure requirements over the, 
next five years, by year

• Estimated operating expenses which will be generated 
by this project, over the next five years, by year

A compendium of the completed capital project forms should accompany the 
proposed state and local capital budgets when they are taken up for consid­
eration by the finance committees.

3. Legislative Finance Division staff or consultancs should Joe 
responsible for rev-swine ail capital project orccosa;;_:_o 
see ;: the fiscal -ictTs"fno! uaeo .are ra-.scnaoi e.



A L A S K A  S T A T E  L E G I S L A T U R E
H O U S E  O F  R E P R E S E N T A T I V E S

R E S E A R C H  A G E N C Y

Pouch Y. S ta le  C ap ito l 
Ju n eau , A laska  99811 

(907) 44J-J99I

April 4, 1983

MEMORANDUM

TO: Representative Hugh Malone

FROM: Jack KreinhederQi^
Research Staff) y \

RE: Effect of Capital Projects on Operating Budget
Research Request 83-59

Royce Weller of your staff requested that we provide the following 
information on the effect of capital projects on the State operating
budget:

• a general discussion of the responsibility (local vs. State) 
and operating costs for different types of capital projects, 
such as schools, roads, and offices;

• an estimate of the increase in the operating budget over the 
last five years which was caused by new capital projects; ana

• an index of operating costs for various types of capital pro­
jects on a unit basis, such as per square -foot for buildings 
and per lane mile for roads.

It was not possible, within the research time available for this
request, to determine the operating budget impact of all capital
projects over the last five years. The section on this topic focuses 
on four of the State agencies most affected by the operating costs 
of capital projects, and on debt service for bonded projects. The 
budget information which was used for the analysis has several limita­
tions .vhich are discussed in that section. If you would like more
comprehensive information on the operating costs of capital projects, 
we may be able to do additional research later this session or during 
the interim.

RESPONSIBILITY FOR OPERATING COSTS

A considerable portion of State capital spending over the last severil 
years has been in the form of grants to municipalities. In nearly ail 
cases, local governments are responsible for the operation and -ain- 
tenance of capital projects built *ith State jrants. 'hus, vom tr.e
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State's perspective, the impact of capital spending on the State's 
operating budget has been much smaller than would have been the case 
if most capital spending was for projects under State responsibility. 
Nearly all port and harbor facilities are also operated by munici­
palities, so that State spending on harbor improvements does not have a 
direct impact on the State operating budget.

For some types of capital projects, most notably school construction 
and projects in small communities, the responsihi 1ity for operating 
costs is not clear-cuts In the case of schools, ODerating and normal
maintenance costs are paid, at least initially, by the local school
districts and Rural Educational Attendance Areas (REAAs). State educa­
tion funding under the foundation program is based primarily on atten­
dance (number of students), not on school operating costs. Therefore, 
when the State builds a school or provides a grant to a municipality 
to build a school, the district's or REAA'- funding is not directly 
increased to pay the cost of operating the icnool. In this sense, it 
is the school districts and REAAs that are directly responsible for 
operating costs.

However, as you know, the State provides most of the operating funds 
for the school districts and REAAs through the education foundation 
program. In FY 31, the State provided an average of 73 percent of 
total revenues for school districts and 87 percent of total revenues 
for REAAs.1 These figures make it evident that over the long run, 
the State indirectly pays most of the operating costs of new school 
facilities. State funding for school districts and REAAs increased
by 60 percent from S319.2 million in FY 81 to 3509.1 million in FY 33. 
This increase in funding paid for growth in the number of students and 
teachers, new programs, and the effects of inflation, as well as the 
cost of operating new schools.

The situation with capital projects in small communities is similar. 
Although the communities may he responsible for operation and main­
tenance of facilities, roads, and other projects, most of their
revenues are received from the State through revenue sharing, municipal 
assistance, and other programs. The impact of these local capital 
projects on the State's operating budget depends on one's perspective. 
Conceivably, if State revenues fell dramatically, the State could reduce 
assistance to municipalities and let them maintain their capital 
facilities as best they could. However, if these facilities are to be 
properly maintained, much of this money will 'rave to come from top 
State.

* S o u r c e : T . e p a r t m p n t  o f  E d u c a t i o n  1 9 8 2  A n n u a l  ', *, p o r -
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TYPES OF CAPITAL PROJECTS

It is important to consider the effect of different types of capital 
projects on maintenance and operations (M&fl) costs, A review of the 
capital budgets enacted by the legislature ror the past several years 
indicated that a large percentage of capital appropriations were 
improvements or replacements for existing facilities, rather than new 
projects. Any type of repair or maintenance item of 525,000 or more 
is usually budgeted as a capital project, rather than as an operating 
item. Capital improvement projects can increase operating costs if a 
building is enlarged or a road is widened from two lanes to four, hut 
operating costs can also decline when inefficient, high maintenance 
buildings and deteriorated roads are replaced or improved.

Fiased on my review of the FY 83 capital budget, about 17 percent of 
the appropriations had a possible operating budget impact. This figure 
does not include municipal grants, except for school construction, which 
are included. For FY 32, about 33 percent of the appropriations had a 
potential operating budget impact, indicating a larger proportion of 
spending for "new" projects and State-owned projects in this year.

The variability of maintenance and operating appropriations also affects 
the relationship between capital and operating expenditures. The 
various maintenance units in the Department of Transportation ana 
Public Facilities frequently stated in their budget requests that 
maintenance work had previously been budgeted at a very minimal levei , 
with most major maintenance deferred indefinitely. This type of budget 
approach would reduce the operating impact of capital projects in the 
short run, hut would also, decrease the useful life of most facilities. 
In addition, if maintenance is deferred until it becomes a major 
renovation, the appropriation for this renovation would then show uo 
in the capital budget rather than the operating budget.

OPERATING BUDGET INCREASES RESULTING FROM CAPITAL PROJECTS

Debt Service for 8onded Projects

Debt service on general obligation bonds issued hy the State is not an 
operating cost in the normal sense of paying for the actual operation 
of a capital project. The basic difference between bonding for a 
capital project and appropriating cash is that bonding spreads the 
appropriation over a long period of time (which of course requires 
interest payments). However, debt service on the State's bonceo 
indebtedness is appropriated in the operating budget; therefore, bond­
ing capital projects increases the operating budget in subsequent 
years. In addition, the payment of debt service is similar to sther 
’J7,f) costs in that it is l long-term obligation „nich results 'rr.n 
construction of capital projects.
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Historical an'd projected debt service payments from FY 74 to FY 34 are 
as follows (in millions of dollars):

FY 75 $30.1 FY 80 $75.1
FY 7fi 35.1 FY 31 97.n
FY 77 41.9 FY 82 102.4
FY 78 50.0 FY 83 i / i i  74 * « • f
FY 79 fiO.O FY 84 178.7

Source: FY 34 Executive Capital Rudget, p. 7

For the most recent five years from FY 79 to FY 33, debt service 
payments have increased by about $82 million. During the same perion, 
the general fund operating budget increased by ^l.fM billion, from 
S388 million in FY 79 to 51.93 billion in FY 33. The increase in 
debt service therefore accounts for about 3 percent of the growth in 
the operating budget for these fiscal years.

nebt service payments differ from other Man costs because, in Alaska, 
the payments generally extend for only in to 15 years, rather than 
for the useful life of the capital project being bonded. [n order 
to enhance and maintain the State's credit rating, the term of general 
obligation bonds has been tailored to the projected revenue decline 
beginning in the late 1980s. This shorter term means that the annual 
operating costs of bonded capital projects will decline in later years 
when the bonds are repaid and debt service payments end. However, 
this decline could be partially offset by increased maintenance costs 
for older facilities.

Agency Operating Costs for Capital Projects

The State agencies which have seen the largest increases in operating 
costs as a result of recent capital projects include:

-- Department of Transportation and Public Facilities 
-- Division of Corrections (Department of Health and Social 

Services)
-- Department of Fish and Game (hatchery program)
-- Universl ty of Alaska

There are a number of other programs for which operating costs have 
increased as a result of capital projects, such as health clinics, 
pioneers' homes, recreational facilities, and water and sewer projects. 
However, compiling all the capital project operating costs for thpse 
and other programs would take considerably more research t:ne than t~e 
eigi.t staff days that were available for this request.
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The primary method used to determine the additional operating costs
for capital projects was a review of agency budget requests. When
each.State agency submits its budget request to the Governor's Office, 
it is required to justify any additions to its budget above the con­
tinuation level (which is basically the prior year's budget adjusted 
for inflation and other factors). In theory, any additional costs for 
operation, maintenance, or personnel from no.j capital projects should 
be found on these budget forms. The FY 84 budget forms now include a 
space for listing the specific capital project which required the 
additional costs; however, this information was rarely included in the 
budgets I reviewed.

It is important to note that this budget information induces only
agency requests. Actual appropriations and expenditures may vary
significantly. However, in terms of evaluating the full maintenance 
costs of capital projects, agency requests may be a better indicator, 
assuming that these requests are accurate. Lower appropriations would 
indicate a sub-standard level of maintenance, which for most facilities 
would result in either higher maintenance costs in later years or a 
shorter useful life.

Another consideration regarding the costs presented in this section is 
that they reflect only additional costs which could not be covered 
within the existing agency budgets. For some projects, funds in the 
existing operation and maintenance budget may have been "stretcned" by 
reducing maintenance levels slightly on other facilities to cover the 
additional costs. Or, if Mf<0 costs declined for any facilities, this 
savings may have been used to pay part of the M&O cost' of new capital 
projects.

Department of Transportation and Public Facilities

DOT/PF requested a total of about $8.5 million from FY 81 to FY 34 for 
the operation and maintenance of new capital projects. Table 1 on the 
following page lists these additional budget requests for each of the 
four fiscal years. To put this figure in perspective, nnT/PF's FY 83 
budget for maintenance and operations is SI in.3 million.0 This indi­
cates that the nnT/PF MP.O budget has increased by about 3 percent 
as a result of capital projects constructed during the last several 
years.

0 This figure excludes MAO costs for the Anchor me .mn r^i-oanvs 
Intemational Airports, which ore not ‘unded through the qene'-i’, 'uno.
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Most of these requests for additional M&O funds were for either rural 
airport improvements or for new road mileage. For example, the FY 33 
budget request for the Western region noted that lignting sy.stems, 
runway extensions, or navigation and communications equipment had oeen 
installed at 33 community airports. The FY 82 Interior region budget 
request stated that 296 lane miles of roads and highways nad been adced 
to the regions system since 1979 with only small increases in maintenance 
funds. A smaiier amount of additional funds was requested for builoino 
maintenance and operation and for expansion of the design and support 
staff for capital projects^

Division of Corrections

Table 2 contains the amounts requested by the Division of Corrections for 
new or expanded facilities. These figures include all direct costs of 
operating and maintaining the correctional facilities, including person­
nel, the purchase of food and other commodities, and contractual ser­
vices. The largest budget requests were for the Cook Inlet pre-trial 
facility ($2.3 million), the Palmer medium security prison ($1.5 
million), and the Hiland Mountain expansion ($1.6 million). The Divi­
sion's FY 83 operating budget is $58.7 million, u d  from $27 million in 
FY 80.

TABLE 2

Division of Corrections Additional 3udget Requests for Operation anc 
Maintenance of New or Expanded Facilities

FY 84 $3,662,000
FY 83 7,567,000
FY 82 489,000
FY 81 2,360,000

TOTAL $14,178,000

Department of Fish and Game

The Fisheries Rehabilitation, Enhancement and Development (FRED) Divi­
sion operates 20 fish hatcheries, as well as engaging in stream resto­
ration, lake fertilization and other activities. The operation of the

3 During this period, several million dollars (not included le'-e’ 
was requested for capital project lesign, support wd tdm ni str a t: :n 
as part of the legislative mandate to convert ‘rim capital *\.no’-: 
for these positions to funding unoer the openting budget.
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hatcheries requires about $6.7 million out of the Division's total 
$13.5 million FY 83 operating budget.4 Of tne 20 hatcheries, about 
11 have been built since 1978 through general obligation bonds. An 
approximate estimate of the cost of operating these newer hatcheries 
would be $3.7 million. The average size of the newer hatcheries is 

* larger than the older facilities, so that the actual operating cost of 
the newer hatcheries would be somewhat larger than $3.7 million.

The cost of operating the hatcheries at full capacity woulo be larger 
than the figures cited aoove. However, because of buaget constraints, 
the Division is operating several of the hatcheries at reduced levels. 
The Division has also restricted its other functions because funding 
for the hatcheries has not kept pace with cost increases.

University of Alaska

Time did not permit a complete review of the budget requests for the 
University of Alaska. However, it was evident from the two fiscal 
years which were examined that only a very small percentage of the 
University's budget requests were for the operation of new facilities. 
Nearly all of the requests were for new teaching positions or other 
program-oriented purposes. In addition, several of the requests for 
the operation and maintenance of new buildings were rejected by the 
Governor.

For example, $772,000 was requested in the FY 34 budget for operating 
new buildings at the Anchorage and Juneau campuses, all of which was 
rejected. It is unlikely that the University would allow the buildings 
to stand empty, so that the cost of operating these buildings will 
probably be reallocated from other funds. In FY 82, $517,000 was 
requested (and approved by the Governor) for new facilities, including 
the Anchorage Community College aviation complex, a Fairbanks power 
plant addition, and additions to several community colleges throughout 
the state.

4 Source: Stjn Moberly, FRED Division Director, personal communication, 
3/31/83.
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For example, $772,000 was requested in the FY 34 budget for ooeratinc 
new buildings at the Anchorage and Juneau campuses, all of which was 
rejected. It is unlikely that the University would allow the buildings 
to stand empty, so that the cost of operating these buildings wifi 
probably be reallocated from other funds. In FY 82, $517,000 was 
requested (and app, oved by the Governor) for new facilities, including 
the Anchorage Community College aviation complex, a Fairbanks power 
plant addition, and additions to several community colleges throughout 
the state.

MAINTENANCE ANO OPERATIONS COST INDEXES

The attached tables include representative maintenance and operations 
costs for roads and highways, airports, and public buildings. It must 
be emphasized that the MSO figures, which were provided by OOT/PF, are 
approximate and are averages. M&O costs for specific facilities can 
vary considerably depending on location, design, age, level of use, 
and level of maintenance. It should also be noted that the costs 
for roads and airports are from a 1981 OOT/PF study; current costs 
would be about 15 percent higher as a result of inflation.

These MfiO figures do not include the non-maintenance personnel costs 
of operating facilities, for example, teachers' salaries- in schools. 
The staffing levels of schools and other facilities vary considerably 
in relation to building size, making it inaccurate to use any kind of 
"positions per square foot" average in determining personnel costs.

Roads

Attachment 1 shows maintenance costs per lane mile per year for eigne 
different types of roads, ranging from 4-lane paved highways to gravel 
roads less than 20 feet wide. The maintenance costs are also clas­
sified by region: Interior, Southcentral, Southeastern, Western and 
Central (a map of these regions is included on the following page). 
These costs were compiled by OOT/PF in a 1981 study. The table demon­
strates the wide range in maintenance costs both for different types 
of roads and in different regions. For example, the cost of maintaining 
2-lane paved rural primary routes (Type IV) in the Southcentral region 
is shown as $8,739 per lane mile, compared to only $2,346 per lane 
mile for gravel secondary roads (Type 6) in the same region. Most of 
this cost difference is .1 result of the higher traffic volumes on the 
primary routes and a higner maintenance level, such .is lore frequent 
snowp1owi ng.

’he wide spread in maintenance costs >n dict'ernnt regions :s ••'incited 
iy the *'ict that in the Interior -••■"jion, -mi ntjini ng i J-’.me j iv»»o
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rural primary route costs 54,432 per lane mile -- about half the cost 
for the same road type in the Southcentral region -- wnile in the 
Western region the cost for this road type is over SlS.ODf) per lane 
mi le.

Although the large variance in road maintenance costs makes it difficult 
and somewhat misleading to use a sinqle average figure, a cost of 53,200 
per lane mile is often used in DOT/PF budget requests as an indicator 
of operating costs.

Ai rports

DOT/PF has also compiled data on the maintenance and operating costs 
of State-owned airports throughout the state. These costs are 'sum­
marized in Attachment 2, and are classified for four types of airports 
and three areas of the state. The airport types, in order of oeclinina 
size, are: regional center, regional, transport and community. Areas 
II and III are the same Interior and Western regions used for the 
information on road costs, while Area I combines the Central, South- 
central, and Southeastern regions. These airport maintenance costs 
are also for FY 81 and should be inflated by about 15 percent to 
reflect current costs.

As might be expected, the larger regional airports are considerably 
more expensive to maintain than the smaller community airports. The 
average maintenance cost for the regional center airports at the time 
of the study was about 5371,000 per year. Community airports averaged 
only 514,360 in average maintenance costs. One cost difference which 
appears unusual at first glance is the much lower cost shown for 
maintenance of community airports in Area III (the Western region) 
compared to the rest of the state. One might expect the cost of 
maintenance to be higher in the Western region because of its remoteness 
and rugged climate. The most likely reasons for the lower cost shown 
for the Western region are simply tnat the airports in many of these 
communities are very basic, frequently without lighting or communi­
cations, and receive very limited maintenance.

It should be noted that an extensive rural airport improvement program 
has been undertaken over the past several years, and as a result, 
current maintenance costs are probably somewhat higher (even after 
adjusting for inflation) than those shown in Attachment 2. Although 
some airport improvements, such as runway resurfaci no, can reduce 
maintenance costs, other improvements like runway lighting, .-.cmmuni- 
cations and navigational aids require extensive maintenance :j remain 
operati ve,
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Public Buildings

According to Greg Brown, Acting Statewide Planning Manager for nnT/PF, 
the annual maintenance and operating cost of a new office building or 
school in Anchorage or Juneau would probably fall in the range of 
36.50-57.75 per square foot of building space. This cost figure is 
for an optimum level of maintenance and includes all annual cost* 
such as utilities, insurance, and janitorial service, in addition to 
periodic repairs to the roof, heating system, and other components.

This cost range was obtained from historical POT/PF and local govern­
ment information. Mr. Rrown noted that it is difficult to arrive at an 
average maintenance cost, even for similar buildings, because different 
agencies include different items as M&0 costs, and because different 
levels of maintenance are used. He emphasized that this cost fi'gure 
should be used only as a general indicator of potential maintenance and 
operating impacts, and should not be used for specific projocts or 
in preparing agency budgets.

As noted earlier, M&O costs can vary considerably, even for the same
location, depending on type of facility, design, and 1ess-than-optimum
maintenance levels. For example, a corrections facility would be much 
more expensive to maintain than an office facility, because of its full­
time occupancy and security requirements. Dn the other hand, a main­
tenance shop or storage facility would have lower M&O costs. An older 
facility will usually have a higher MAD cost per square foot than
a new building. Also, it is important to recognize the effect of 
inflation on future MfiO costs. With 10 percent inflation, the total 
M&O costs over the 30 year life of a building can be over 12 times
the original construction cost of the structure.

* * * * *

I hope that this information is useful, and regret that we were not 
able to provide a more comprehensive response under the time con­
straints of our current workload. Should you have any questions or 
need additional research, please do not hesitate to contact us.

JK/Sj

Attachments
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A T T A C H M E N T  2 —  A I R P O R T S

TOTAL AVERAGE MAINTENA N C E COSTS AND OVERHEAD COSTS

- AREA I1 AREA II2
• •
.-a r\ C. .*a

---
i»«

Regional Center Maintenance 3301,608 S275,795 3313
Overhead 68,757 37,744 55 C 52

Total $370,375 S364,539 3379 • — •

Regional Maintenance 203,234 110,545
Overhead 46,372 35,075 .33

Total $249,755 3145,721 3135 333

Transport Maintenance 60,364 . „

Overhead • 13,763 — ™ i

To tal S 74,127 —  - — • *-

Communi ty • Maintenance 11,403 17,055 * • <•

Overhead 2,600 5,410 150

Total S 14,003 3 22,475 $ 51 W w

1. Overhead calculated at 22.3% of maintenance.

2. Overhead calculated at 31.7% of maintenance.

3. Overhead calculated at 21.1% of maintenance.

Source: TIOT/PF



F I N A L  R E P O R T

A L A S K A  L E G I S L A T I V E  P R O C E D U R E S  S T U D Y

S u b m i t t e d  to:

T h e  J o i n t  S p e c i a l  C o m m i t t e e  o n  L e g i s l a t i v e  R e f o r m

m m
Legislative Reference Library 
Legislative Affairs Agency 
State Capital 
Pouch Y
Juneau, AK 99811

P r e p a r e d  b y  t h e

N A T I O N A L  C O N F E R E N C E  O F  S T A T E  L E G I S L A T U R E S

1 t 2 5  S e v e n t e e n t h  S t r e e t ,  S u i t e  1 5 0 0

D e n y e r ,  C o l o r a d o  8 0 2 0 2

M a y  1 5 , 1 9 8 3


