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D. Security interest....ccceceeeniinne .

The lease documents may provide security interest in the purchased (leased) equipment
during the purchase period. This means the certificate holders actually own the equipment
(through the trustee) until the last payment has been made. This allows the certificate
(bond) holders the added security,:incase of non-payment, of actually seizing property
which may be resold or re-leased in an attempt to offset the remaining payments owed

them... e .« ... -, - - e

Since the jease purchase agreement is aimed at the purchase of specific property, usually it
will contain language itemizing the exact property or equipment to be purchased. An
additional clause which prohibits substitution of other non-secured equipment for that
equipment which has been identified in the security agreement is also usually required. In
effect, this language does not generally prohibit substitution but rather requires notification
and approval by the trustee of any substitutions for the original equipment.

E. Security enhancements

Security enhancements such as a debt service reserve fund or an bond insurance policy can
be included to overcome certificate purchasers' concerns about the ultimate repayment of
the securities. These types of enhancements should be evaluated by a cost-benefit analysis.
It seems unlikely that insurance or a debt reserve fund would be necessary for a master
lease with the State, however." With longer term lease financings, some concern regarding
repayment may be reasonable, but the short term nature of master lease purchase

‘financings reduces these.concerns.
F. Non-Appropriation Clause

Most lease purchase arrangements are subject to an annual appropriation process. This
‘'distinguishes the agreements from other forms of indebtedness in that the long term
commitment can be revoked. No future governing body nor populace is committed to
make payments based on past decisions. (There are certain practical obligations which
should not be ignored.) However, some governing bodies have the ability to enter into
lease purchase agreements which are not subject to the annual appropriation process. This
‘authority is usually found in the charter or statutory authority of the governing body.
"non-appropriation” clause, which subjects lease payments to the annual budget process
reduces the security of the issue, thus generally increasing the interest cost to the
governmental body.

G. Non-Substitution Clause

A non-substitution clause precludes a government body from acquiring the same or similar
equipment for a period of time in the event of non-appropriation. This type of clause has
been traditionally included to give investors comfort that non-appropriation will not be
used to get a better deal should one arise at a later date.
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IV.RFP FOR SERVICES

After the general needs and ferms of the proposed issue have been determined, a Request
forProposals:for Leasing/Underwriting services should be forwarded to majorfirms r
dealing.in.this type of.transaction, ThisJist might include leasing corporations,’'banks «
and/or underwriters. In some cases, this list may be expanded to private placements.

A. General RFP for services . i * 2\

Given the diversity of types of financing instruments, the RFP can take a variety of forms.
RFPs should be fairly specific in describing the proposed terms of the financing but should

also allow proposers to recommend methods specific to their strengths. -
1. Negotiated or competitive sale

Given the nature of these transactions, most lease purchases are negotiated. In certain
market conditions and with certain types of issuers, a competitive sale may be more
advantageous. This determination needs to be made on an issue-by-issue basis: It seems
likely, however, that the stature of the State § name would allow a competitive sale to = =

proceed with no disadvantage to the State.  ....... ‘e ?,

A special kind of negotiated sale is the sale of bonds directly to the final purchaser of the
bonds. This is called a private placement. A number of issuance costs can be eliminated in
this type ofsale in return for somewhat higher interest rates in general. This combination
may reduce the total cost associated with the issuance of the bonds.

2. Interest rates

In a negotiated sale, the RFP should specifically ask the proposer to indicate the expected
interest rates for the proposed transaction. These rates should be modified only if the

market experiences significant movement.

3. Other fees

Each type of transaction has its own set of costs. Some interest rate proposals will be "all
inclusive" in terms of issuance costs. The RFP should ask the proposer to estimate any and
all additional costs of the transaction that the issuer might expect to pay.

4. Structure o ffinancing

The proposed structure of the financing should be specified to the extent possible. This
allows realistic leces for the financing In the proposals. -The structure includes the various
terms" described in section I,

B. Evaluation of Proposals

The evaluation of proposals usuaIIPI presents some problems given their diversity. The
three most significant areas of evaluation are: |
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L Present value of cash reguirements

Ultimately all financings result in a series of payments made by the borrower to the lender.
This is the important measure of the economics of the proposal. The evaluation should *
create' tbe expeetectcasfrrequirements hsa'result'of the proposal'and discount future cash
requirementsat theappropriatei'discount rate-for the issuer. The discount rare should be
the same in comparing each of the proposals and is generally the then-current borrowing
rate for the issuer. The "present value" of the various proposals can then be compared by
discounting the future cash flows to the present.

2 Required terms

Each of the various proposals will have some distinct financing terms such as the payment
frequency, costs exclusive of interest rates and legal documents required. Some of these
terms will be quantifiable and therefore can be included in the present value analysis;
others may be policy issues that will have to be weighed on an individual basis.

3. Capacityto exeCUtefinanCing .. . o :

Basic to the evaluation is the capacity of the proposer to actually do what they propose.
The RFP should request an explanation of similar types of financings in which the
underwriter has been involved and their level of involvement.

*S--‘ = r.*i .

* % .

Y. PROCEDURE FOR.FINANCING: el vV .

The procedure for the financing involves getting the necessary individuals together to
produce'the requisite set of documents.

A. Required Documents

The required documents include:

L The Lease purchase agreermnt, which is an agreement between the lessee and the

escrow agent/vendor. It is prepared by bond counsel.

2 The Trust indenture or Escrow agreement, which establishes the various aIIlﬂSa;f
administrative procedures used by the trustee or escrow agent. It is considered
agreement between the issuer and the trustee for the investors. It is prepared by

bond counsel.

3 Au’[horIZIngdocumentS,whlch include the resolutions or ordinances passed allowing

» the governing hody to enter into a lease purchase agreement. At the state level
these documents dre usually statutes or rules. These documents are usually
prepared by either local or’bond counsel.



4. Documents relating to underwriting and sale ofsecurities, which include the official
statement or offering memorandum, the bond sales agreement with the underwriter,
the notice ofsale and anyother local or state notification requirements. These

&Hiﬂ: docmrr *@Wf-%yﬁg%ancial advisor and governmental staff. .
' by

7c. 5. ?Alegal opinioM which is always required in the sale of tax-exempt securities. The
opinion, which is prepared by bond counsel, states the. issuer has authority to issue

e .. this type of obligation and that the issue meets federal and state requirements for
tax -exemption.. . .

B. Select Team

The necessary individuals include:

1. The Trustee orEscrow agent, as lessor, will be responsible for holding title to the
equipment or facilities until the terms of the agreement have been met..

2 77/eFin anC|a|AdV|sor, who will provide advice in setting the terms of the financing
and coordinate the development of the necessary documents. Sometimes
underwriters provide this type of service as part of the purchase price of the

: securities, but the potential conflict between advising the issuer on what is best for
o '" the issuer and buying the securities at the best price for the underwriting company
often lead governments to the use of an independent financial advisory firm.

3.The Bond COUHSGL who will prepare most of the legal documents and render an
m* P.-. lopinion on the tax-exempt status of the issue.

4. The underwriter, leasing company, bank orprivate investor, who will purchase the
e securities. Banks are not generally barred from purchasing certificates of
participation but are not currently allowed to underwrite revenue bonds. On
occasion a private investor, usually an insurance company or credit company, will
directly purchase securities from an issuer.

5. Central/State administrative agency, which will act as lessee. In master lease
programs this is usually the general or administrative services department.

C. Key Tasks
The following are the key tasks included in the financing:

Programs determine the need for equipment

General Services coordinate the needs, determining the total amount of the
financing. . ]

Determine terms and the schedule for the financing

Prepare documents , o

Submit draft documents to rating agencies (if rated)

Finalize official statement/disclosure documents

Sell or price the certificates (bonds)

Prepare closing documents -

Close (exchange the money for the certificates)

oo~ UIRW N



10.
11.
12.
13.

Government Finance Associates, Inc.

Purchase equipment/facilities
Pay lease payments....................

Bill departments for their pro rata share of lease payments .
N

Transfer ownership at end of payments' v.c

*

tv.:

rk

.
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GLOSSARY

Bank line ofcredit - an established agreement between a bank and an individual or entity.
The bank allowing a stated amount of funds, with terms, available for use by the
individual or entity when needed.

Bond insurance policy - a covenant between a bond insuring entity and a bond issuer that
the insurer w ill pay investors in the case of default.

Certificate ofParticipation - representative of a share in the purchase of capital property for
a municipality. The investor purchases the certificate with the agreement that the
government will make payments at a given rate over a agreed upon period.

Competitive sale - method of sale in which underwriters submit sealed bids. Bids are e
opened at a specified time and the sale is awarded on the basis of the lowest interest

cost bid.

Cost benefit analysis - a financial study to determine the costs relative to benefits in a given
situation.

Debt issuance approval PrOCESS - the steps necessary to obtain permission to issue bonds. In
addition to the constitution, statute or charter enabling language, an election is

sometimes also required.

jDebt service reserve fund - a fund established as a reserve for the payment of principal and
interest on debt should insufficient funds be available during any given year.

Escrow agent - the third party placed in trust to hold the ownership document until certain
conditions are fulfilled.

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

Lease purchase contract/agreement - an agreement with terms to pay a stated amount over
an agreed upon period for property which may include eventual ownership.
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Lease revenue bonds - revenue bonds paid fron  ase payments made by projects financed
by the bonds.

Lessee - the individual or entity receiving the benefits or property that is at issue in an
S'agreement; V. "N r v " ?2or r * e . e* r* -
vrici;gr “1v - Feoy-,

Lessor - the individual or entity giving the benefits or property that is at issue in an
agreement.

Masterlease - a transaction combining individual lease agreements into one.

M un|C|pa| COprFatIOH - a political and corporate body established with state authorization
for the purpose of providing governmental services and regulations for its
inhabitants. It has defined boundaries and a population and is usually organized
with the consent of its residents. Cities and towns are usually municipal

corporations.
. * »

Negotiated sale - refers to a direct sale between an issuer and underwriter. The price,

interest, issue structure, and terms are agreed upon and set jointly.
1

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

Present value -the valuation of what an amount of money expected in the future is worth
today given alternative usage, and economic considerations and expectations.

Private pIacement -a sale of securities to the end owner. This type of sale usually by passes
the typical relation of financing and underwriter in that the issuer deals directly with
the purchaser. No secondary sale or underwriting exists. This type of sale often is
accomplished with fewer documents than typical financings in that the buyer is
considered a "sophisticated and knowledgeable" investor and intends to hold the
securities to maturity. *

Re-financed -to obtain funds preferably at a lower rate and to fully pay an existing debt
held at a higher rate.

Rem aining economic life - the period of time remaining from optimum usage value to
diminished value of property.

Securities - this term is broadly used to refer to notes, bonds, certificates and other various
investments.
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Security" -used to refer to the enhancement of comfort for bond holders relative to
investment safety.

Trustindenture or Escrow agreement -the third party in agreement to hold documents in
trust until certain conditions are meet.

Underwriter- purchaser of the entire bond issue who intends to resell the bonds. Usually it
is a commercial bank or investment firm.

Vendorleases - an agreement between parties allowing the use and/or sale of property with
agreed upon terms for the exchange of money. The giving party or vendor is in the
business of lending and/or selling.
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June 16, 1987

Mr. Robert J. Link e

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

Department of Administration

Pouch C (MS-0210)

Juneau, Alaska 99811

Dear Bob:

Shearson Lehman Brothers Inc. and Seattle-Northwest
Securities Corporation are pleased to present our analysis
and program proposal for the refinancing of State equipment
leases. As detailed herein, the results of our"preliminary
investigation reveal that approximately $424,000 of savings
on a present value basis can be achieved under current market
conditions. The present value savings, expressed as a
percentage of the principal amount of Certificates of
Participation ("COPs") to be issued, are 6.3%. To put in the
proper context, 1issuers of refunding bonds or COPs (including
the State Bond Committee) typically set a minimum threshold
present value savings level of 3%.

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

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

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

Foster & Marshall Division
Shfarson Lehman Brothers Inc
999 Third Avenue

Suite <000



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

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

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

Shearson Lehman and Seattle-Northwest are prepared to
continue to commit the necessary resources to structure,
design and implement a successful Master Lease Purchase
financing. As evidence of our commitment to this endeavor,
we as a team (and Seattle-Northwest in particular) have
devoted a substantial amount of time and effort in analyzing
over 71 State equipment leases. We look forward to
discussing this proposal with you and other officials 1in
greater detail.

Very truly yours,

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

JCM:jm48m



l. Summary Analysis of Savinas to be Derived from Refinancing Existing
Equipment Leases

Existing Lease Obligations Outstanding as of July 1,1987

Total Principal Outstanding . $6,617,494

Total Interest OULStANAING e 1,392,390

Awit. ' lotai N ek eee s eo¥e $8,009,884
Interest Rate on Outstanding Leases ........ 13.86%(1)

Present Value of Total Principal and
INterest PayMeNTS . $6,875,275(2)

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

Public Offering Option

Principal ™, ... . .. i .. $7,785,000
e Interest (average rate of 7. 127%) .......... 1,205,025

.7\ e “e--Total ... $8,990,025(3)
coee Present Value Savings  ...ociiiciieeano... $ 424,045
m ] - As a Percent of Existing Leases .... 5.3%

Private Placement Option

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

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

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

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

(4) Provided by Ford Motor Credit Company on July 16, 1987.



Next Steps

Shearson Lehman Brothers and Seattle-Northwest Securities Corporation are

able to provide

Department of Administration with

the most complete

package of services available towards completing the proposed financing.

Provided below are the.key activities
over time.
counsel and-f-inancial -advisor will play

and administer
Committee's bond

We have assumed that

role with the transaction.

Event

Review Existing Leases
Develop Demand Survey

Evaluate Demand Survey

Prepare for Issuance
of Certificates of
Participation ("COPs")

Issue COPs and Execute
Master Lease

Process

Determine the extent of existing lease
a%reements or installment sales contracts
which can be refinanced to produce lower
annual parments. Also,determine the de-
mand for [ease acquisition over the next
two-three years of the categories of
equipment encompassed by the program.

Agreement to proceed.

Refine refinancing analysis.

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

Agé]regate equipment demand by category
an ﬁrepare debt amortization schedules
matching useful lives to maturity
schedules.

Determine issuer of COPs and select
a Lessor.

Pref)are drafts of legal documents
including Haster Lease Purchase
Agreement,standard sublease agree-
ment, Preliminary Official Statement
("f0OS") o+ Private Placement Memorandum
("PPM"), Trust Indenture, etc.

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

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

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

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

needed to develop the Master Lease
the-State -Bond

an important

Responsibility

Dept, of Admin.,
SLB & SNWSC

o(completed June

15, 1987}

SLB, SWSC  °
Dept, of Admin,
SLB 4 SNWSC

SLB 4 SNWSC

Working Croup

Special Tax
Counsel 4
Underwriter1s
Counsel

SLB 4 shwsc

Dept, of Admin.,
SLB 4 S\WSC

SLB 4 SNWSC

SLB 4 SNWSC



Event

Refinance Existing .
£63sesT

Process

- Execute COP Purchase Contract, Master

Lease Purchase Contract, Trust

".Indenture, etc.

r.Trustee issues checks, approved by
Lessor, to be delivered-.to existing-

t >)UXE0 vendor/Icssor.to buy-outdease.:ie

- Lessor delivers to Dept, of Admin, new

schedule of lease payments.

- On first lease payment date (about 6

months from closing), Dept, of Admin,
sends leasa payment to Trustee.

- Trustee aggregates lease payments to-

gether with earnings on unexpended 0P
proceeds to pay COP investors.

Responsibility

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

Lessor A Trustee

Lessor

Dept, of Admin.

Trustee

The State can realize savings in lease payments by incorporating new equipment purchases
into a Master Lease for fiscal years 1988-1991 Shown below are the additional steps nec-

essary to implement a Haster Lease program.

Execute New Equipment
Purchases

*

- Dept, of Admin, determines equipment

needs,and selects model and vendor.

- Procurement form sent to Lessor.
- Lessor reviews request for "essential

purpose” and useful life.

- Lessor sends payment to equipment vendor.
- Vendor delivers equipment to Dept, of

Admin.  Dept, of Admin, verifies equip-
rﬂlent as that requested and notifies
essor.

- Lessor delivers to Dept, of Admin, a

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

- On first lease payment date (about S

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

- Trustee aggregates Ieas%ogayments with

earnings on unexpended COP proceeds

to pay” COP proceeds.

- As equipment categories are fully

utilized (based qu original demand
survey) requests for new equipment
P_urchases may be refused due to deple-
lon of Master Lease funds.

- Lessor notifies Dept, of Admin, as cer-

tain equipment categories are fully
utilized and Dept, of Admin, conducts
new demand survey as a first step in

replenishing the Haster Lease loan fund.

Dept, of Admin.

Dept, of Admin.
Lessor

Lessor

Dept, of Admin.
& Lessor

Lessor

Dept, of Admin.

Trustee

Lessor

Dept, of Admin.



Public Offering vs. Private Placement/Costs of Issuance

As your investment bankers on the proposed COP financing, Shearson and

Seattle-Northwest will explore all markets for the COPs and make
recommendations of the type of offering that result in the lowest
interest costs and best terms. We are prepared to support either a
negotiated public sale or private placement after a more complete
evaluation is completed "with your input:' W have outlined the major

differences between a public offering and private placement below.

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

Based on current market conditions, the negotiated public sale method is

more attractive. We would continue, however, to advise the Department of
Administration and the State Bond Committee of this changing environment
if private placement opportunities should arise. For instance, we ard
aware that the State was successful in arranging for the recent private
placement of the Spring Creek Correctional Facility Refunding COPs with
Ford Motor Credit Corporation at a very favorable interest rate. We
recently held discussions with Ford and several other major credit and/or
leasing subsidiaries about their interest in purchasing tax-exempt
equipment leases from various states, /s a result of these discussions,

we understand their policies, guidelines and interest rate parameters on
equipment leases and we are prepared to share the results of our
investigation with you. We will prepare a pricing analysis to support
our recommendation. This analysis will include all costs of the
transaction and a schedule of lease payments.

Costs of Issuance. The following is our estimate of the categories and
amounts of the issuance costs when issuing the proposed COPs. We have
assumed a COP issue of $7,785,000 which only represents a refinancing of
existing leases. These estimates represent our best efforts to provide
realistic expense projections rather than unreasonably low figures that
later might be a source of disappointment or embarrassment.
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"A" Rated Non-Rated
Public Offering Private Placement
Special Tax Counsel $10,000 o $10.000 ' %
Rating Agencies 6,000 .. N/A
Trustee st e 2,500 2,500
Lessor ee 12,000 .. NZA s
eFinanciaT Advisor " . <r- " 7,500 7,500
1 ! 1
COP Printing & Registration 2,000 1 N/A
Printing S Distributing Offering
Documents "' 5,000 500
Total f— . ' — $45,000 * ' $20,500
These costs will vary depending upon final structure and negotiations with

example, if municipal bond insurance is judged to be

each party. For
above estimate for the

beneficial, insurance premiums would be added to the
public offering option.

Underwriters' Discount. For a public offering, our compensation would be
paid out of the discount or "spread" between the price, we pay for the
COPs and the price at which we sell them. Of course, the discount is
entirely contingent upon a successful sale. Cur estimated spread would
vary depending upon market conditions and structure. Again, we hcve been
conservative to depict the most realistic amounts, as follows:
L . Frrd M_fc*.. .- “A« Rated
m ee’me’ NT N | i~ rac',> 'eePublic Offering
Management F e e 35%
20

UNderWriting e e ettt
Takedown (sales COMMISSIONS) e 50

Expenses(l)

TOTAT e

Private Placement Fee. For a private placement, our compensation would
take the form of a fee, payable from the proceeds of the COPs. Our fee

will not exceed .875%.

(1) Includes underwriters' counsel, clearance, travel and out-of-pocket
expenses, and miscellaneous <courier services and conference call

charges.



Credit Considerations for a Public Offering

The establishment of an acceptable security can be one of the major
mobstacles to completing a tax-exempt lease financing. Understanding
these points is critical to an appreciation of how a municipal
lease-backed Certificate of Participation will be rated for a public
offering. It is important to note that investors in a publicly offered
mCOP issue will bp looking for much of the same covenants and clauses that
ethe Department ofeAdministration is already providing on its existing
equipment leases. For instance, the Department of Administration's
existing leases contain nonappropriation language, security interest and
remedy provisions, indemnification of lessor provisions and
nonsubstitution clauses.

Non-Appropriation Clause. The lease and the subsequent financing provid-
ed by the lessor in most cases is not considered a debt obligation of the

governmental body because the lease would be subject to annual
appropriation (in some states such as Michigan and New Jersey, it is not
considered to be debt even if there is a contractual obligation to make
payments for the entire lease period). For this reason, lease-purchase

financing 1is often wused in situations where governments are constrained
by debt limitations or.referendum requirements regarding the issuance of
debt. The rating ascribed to the issue on a COP financing, however,
reflects the ability of the lessee to release his obl-,jation, through
non-appropriation, and the increased possibility that the transaction
structure will be collapsed in such a circumstance. Typical
non-appropriation language included in the lease, would be similar to the
following:

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

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



Security Interest and Remedy Provisions. Due to the provision for non-
appropriation, the security provided to the certificate holders in the
event that the government wunit ceases to make lease payments, and

therefore provide for Certificate debt service, is a critical element to
the COP issue's rating. The most .fundamental issue will be the ability
to grant a .security interest, or, -in other words, give the certificate

holders the right to the ownership of the equipment or facility being
financed in the event that' payments -are:no. longer made. The ability to

grant- such an interest-eis-not-universal, and in <certain states this
security feature cannot be included. . In those states where a security
interest is not a legal remedy, the need to develop strong alternative
remedies for the <certificate holders is a major concern, One such
alternative is to provide to the certificate holders the proceeds of a
subsequent sale of the equipment or facility. Increased wuse of tax-

exempt leases has provided a number of examples of how to structure an
adequate remedy -in those states where a security interest is not
available. ' .

Indemnification of Lessor. In a leaje financing, the lessor is a party”
to the primary agreement in the structure - the Lease-Purchase Contract.
Although the lessor w;iTl typically transfer all rights and obligations to
an agent, a claim against the lessor could conceivably collapse the

transaction. In order to minimize the likelihood of such an occurrence,
the state will typically indemnify the lessor against all claims relating
to the wuse or ownership of the equipment. The need for such a clause

relates to the possibility of a liability suit filed relating to an
improper use of leased, equipment; pr facility,: which names the lessor, or
a tax that may be established at some point in time that would apply to
the lease payments made to the lessor. In certain states, the lessee has
not been able to grant such an indemnification. In those cases, a
private corporatiun is effectively precluded from acting as lessor, and a
state agency is alternatively used as the nominal lessor.

Credit Enhancement. Municipal bond insurance provides a third party
guarantee of timely payment of principal and interest on a tax-exempt

bond issue. The insurance policy is given in exchange for a one-time
premium paid wupon issuance and calculated as a percentage of total
principal and interest payments over the life of the bonds. The

insurance provides a AAA rating from one or both of the major credit
rating agencies, which can result in substantial savings after the cost
of the insurance is taken into account.

Until a few years ago, tax-exempt leases which depended upon annual
appropriations were not considered insurable. More recently, because of
new entrants into the municipal bond insurance industry and more
experience with annual appropriation risk, lease purchase transactions

with strong security features have been eligible for such insurance.
Typical insurance premium costs range from .6555 to 1% of total principal
and interest.



Similarly, a letter of <credit from a <commercial bank provides a
guarantee that substitutes the bank's credit for that of the issuer. The
letter of credit, however, is provided in exchange for an annual fee
expressed as a percentage of the outstanding principal amount of the
bonds. The letter of credit usually is available only for less than the
life of a long-term bond issue and would have to be renewed (usually

every five -to seven years) to remain in. effect. This can be a
particularly attractive option"for equipment* financings where typical
final maturities are in the same range. Typical fees for a letter of

credit are presently in the range of three-eighths to one-half of a
percentage point per annum, depending on the risk wundertaken and the
demand for letters of credit.

An issuer and its investment banker would first evaluate the potential
costs and economic benefits of wusing either an insurance policy or a

letter of credit for a given COP issue. Conclusions would be drawn based
on the interest cost savings of enhancement. The savings would be
calculated on a present value basis. In most market conditions, a lease
purchase issue which would otherwise be rated A or lower will benefit
frrom the wuse..of insurance, while ratings lower than BBB- are generally
not insurable. Next, the availability of such credit enhancement would
have to be determined. This will often depend on the legal constraints
on the issuer and the degree to which the issuer is willing to comply
with the restrictive covenants which the insurer or bank may require as
prerequisites to an agreement. The investment banker then would

negotiate with one or more firms'providing credit enhancement to find the
most advantageous terms.

Essential Use Facility/Bondholder's Security. ' In assessing the cash flow
support of .instruments backed by a lease-purchase agreement, investors
and rating agencies evaluate the -possibility of an event of
non-appropriation by the lessee. In this regard, the nature of the
facility being financed and its importance to the lessee's responsibility
of providing essential services are pivotal. Lease purchase financing of
non-essential public facilities, such as convention centers, is not as
well received by investors as bonds backed by lease-purchase agreements
associated with the financing of morevital facilities. Correctional
facilities, -for example, represent an extreme in essential use because
governments obviously must avoid closing down acorrectional facility and
releasing prisoners.Ilnvestors, for this reason,, regard lease-purchase
financing involving such facilities as representing a strong and
attractive credit. To formalize this situation, investors sometimes

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

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



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

: . Y. . “ -
Credit Ratings. -...The, rating .agencies, generally rate lease-purchase issues
at least one full grade below the general obligation rating of the
lessee. For example, if a state or local government is rated AA, the
lease-purchase issue generally would be rated A. This rating policy
stems from the risk of non-appropriation. Factors which could improve
such a rating are: (i) extremely strong security features on the lease,-
including a lengthy lease term, automatic lease renewals, a contractual
requirement to make lease payments or a non-substitution clause; (ii)
additional security backing (such as- insurance or a bank letter of
credit) or specific additional revenues pledged toward payment on the
bonds; (iii) powerful evidence of the essentiality of the facility; and
(iv) clear statutory authority for leasing and historical experience -by

the lessee in making appropriations for tax-exempt municipal leasing.
The lower rating will result in a higher interest rate as compared to the
lessee's general obligation bonds. If the state or local government has

the choice for a given project of using either general obligation or
lease-purchase financing with equal annual payments, the impact of
either on- the ..governmental .body's, overall, .credit rating would be the
same. When the Ilease-purchase financing can be structured'to cost less
than general obligation financing, the Ilease purchase issue would have
less of an impact on the governmental body's debt capacity and thus help

to preserve.the credit, rating.. . ”
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OFFICE OF THE COMMISSIONER

January 27, 1989

The Honorable Tim Kelly

President of the Senate

Alaska State Legislature
P.0. Box V

Juneau, AK 99811

Dear Mr. President:

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

The project or projects would involve the consolidation of
individual lease-purchases from any or all State agencies into
one or more "master leases.”™ All equipment purchases under a
given master lease would be financed in a single transaction.
The enclosed memorandum of September 28. 1987 from Government
Finance Associates, 1Inc. describes the project in more detail.

IThe main advantage in using a master lease is a significant
reduction in interest cost. The average interest rate on State
equipment leases outstanding as of July 1, 1987 was 13.86

percent. Interest costs on a master lease-financing would
currently be expected to be in the range of 6 percent to 7
percent. Vendor financing on current equipment purchases could

be expected to be in the range of 9.5 percent.

The refinancing of outstanding State equipment leases 1is
estimated to require issuance of financing obligations in the
amount of approximately $10 million with annual rental payments
of approximately $2.85 million assuming a j .5 percent interest
cost and four year final maturity. The amount of outstanding
State equipment leases as "of July 1, 1987 was $6,617,494. The
estimated $10 million financing would allow for some increase
in outstanding leases prior to the refinancing, a possible
reserve fund, and other costs of issuance.

The enclosed proposal of Shearson Lehman Brothers estimated in
June of 1987 that refinancing equipment leases would produce
present value savings of $424,000 which would be 6.3 percent of
the amount of the refinancing. The State Bond Committee has
used a 3 percent savings as its guideline for endorsing

refinancings.



The Honorable Tim Kelly

Page 2

The financing of new equipment purchases during fiscal year
1990 could require issuance of financing obligations up to the
amount of approximately $30 million, resulting in annual rental
payments of approximately $8.75 million assuming a 6.5 percent
interest cost and four year final maturity. The amount of
potential financing includes $23.8 million ror equipment
purchases contained 1in the Governor®s proposed fiscal year 1990
capital budget, as well as allowance for possible reserve funds
N and issuance costs.

IThe dollar amount of $30 million 1is undoubtedly a high

/estimate. The capital budget figure is the total for all line

litems which include equipment. Many line items 1include
purposes other than equipment. Enclosed is a listing of the
items in the capital budget with those which include equipment
underscored.

The availability of a master lease program will save money for

the State where equipment has been or would otherwise be

purchased through vendor or other lease-financing. Where the
»equipment would otherwise be purchased for cash, the master

lease would create additional State costs for interest and
Ijincrease total State indebtedness.

The $30 million financing amount for new equipment is based on

proposed appropriations for cash purchases. Undoubtadly, many
such purchases would be consummated for cash. However, 1in some
cases, agencies might want to use a master lease program. To

the extent this occurred, Tfiscal year 1990 appropriations might
be lapsed, to be replaced by increased contractual services
appropriations in subsequent years.

Because lease-financing that is used in place of cash purchases
raises concerns about increased debt loads and increased future
budgetary obligations, the Administration will carefully
consider implementation of any master lease program for new
\lequipment purchases. Availability of master lease financing
may be restricted in those cases where appropriations for cash
purchases are available, except for overriding concerns that
might arise, such as a cash shortage in the general fund.
Thus, far less than $30 million would actually be expected in
master lease financing for new equipment purchases.

Yours Jtruly,
John M. Andrews

Commissioner of Administration

IMAIMB/ph
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1 X SEC. 25, THE FOLLOHING APPROPRIATION ITEMS ARE FOR 1
2 CAPITAL PROJECTS AND GRANTS FROM THE GENERAL FUND QR 2
3 OTHR FUNDS AS SET QUT IN THE FISCAL YEAR 1990 BUDGET 3
A~ SUVHARY BY FUNDING SOURCE TO THE AGENCIES NAVED AND FCR A
5 THE PURPOSES EXPRESSED. 5
6 APPROPRIATION  APPROPRIATION FUND SOURCES £
7 , ALLOCATIONS ITEMS GENERAL FUND OTHRR FUNDS 7
3 XXXXXX XXXXXX 3
9 X X X X X DEPARTMENT CF ADMINISTRATION X X X X X 9
10 XXXXXX XXXXXX 10
11 SOCIAL SERVICES * 1
12 PIONEER'S HOME REPAIRS AND P.ENOVATION 500,000 500,000 12
13 GENERAL GOVERNVENT 13
1A STATEHIDE PAYROLL SYSTEM 1,A00,000 1,AQ0,000 1A
15 PRODUCTION MAINFRAVE COMPUTER UPGRADE REVIEW AND 15
16 ACQUISITION 5,500,000 5,500,000 16
17. XXXXXX XXXXXX 17
18 X X X X X DEPARTMENT OF REVENUE X X X X X 18
19 XXXXXX XXXXXX 19
20  GENERAL GOVERNMENT 20
2 COMPUTER INTEGRATION SYSTEH 50,000 50,000 2
2 XXXXXX XXXXXX 2
23 X X X X X DEPARTMENT OF EDUCATION X X X X X 23
2A XXXXXX ) XXX XX 2A
25  EDUCATION 5
% NOME-BELT2 SCHOOL SAFETY CODE  UPGRADE 250,000 250,000 %
27 BERING STRAIT REAA - DISTRICTWIDE CODE 27
3 UPGRADES/LIFE SAFETY/MAJOR MAINTENANCE 350000 - 350,000 28
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DEPARTMENT OF EDUCATION (CONT.)

APPROPRIATION ~ APPROPRIATION FUND SOURCES
ALLOCATIONS ITEMS GENERAL FUND OTHER FUNDS

1
2
3
A LOWER YUKON REAA - EMVONAK ELEMENTARY SCHOOL
5
b
1
8

© oo~ T NN

REPLACEMENT/PLANNING AND DESIGN 500,000 500,000
IDITAKOD KEAA - MCGRATH SCHOOL REROOF 447,500 447,500
SOUTHEAST ISLAND REAA - THORNE BAY SCHOOL
REDESIGN OF FINAL PHASE ' 500,000 500,000
9 LOHER KUSKOKWIM REAA - NUNAPITCHUK ELEMENTARY
10 SCHOOL/PLANNING AND DESIGN 500,000 500,000 10
11 LOHER KUSKOKWIM REAA - CHEFCRHAK ELEMENTARY 1
12 SCHOOL ADDITION PLANNING AND DESIGN 300,000 300,000 2
13 ANCHORAGE - DISTRICTWIDE LIFE SAFETY UPGRADES 1,000,000 1,000,000 13
14 ANCHORAGE ON-BASE SCHOOLS LIFE HEALTHSAFETY CODE 14
15 UPGRADES 1,000,000 1,000,000 15
16 FAIRBANKS NORTH STAR BOROUGH SCHOOL ON-BASE FIRE, 16
17 LIFE/SAFETY  CODEVIOLATIONS 750,000 750,000 17
18 NORTHWEST ARCTIC SCHOOLS DISTRICTWIDE LIFE SAFETY 12
19 UPGRADES 500,000 500,000 19
20 PETERSBURG CITY SCHOOLS SPRINKLER/THERMAL 20
21 INSULATIONCARRIER 379,100 379,100 21
22 HOONAH CITY SCHOOLS PLUMBING AND HEATING RETROFIT 1,<*15.000 1,415,000 22
23 AVTEC MAJOR MAINTENANCE/REPAIR AND TRAINING 23
26 EQUIPMENT 250,000 250,000 24
25 MOUNT EDGECUMBE SCHOOL DORMITORY PLANNING AND 25
2 DESIGN <*00,000 <*00,000 2%
21 LIBRARY MATERIALS. EQUIPMENT AND FURNITURE 250,000 250,000 27
28 STATEWIDE PUBLIC LIBRARY CONSTRUCTION GRANTS 300,000 300,000 28
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1 DEPARTMENT OF EDUCATION CCONT.)

2 APPROPRIATION ~ APPROPRIATION FUND SOURCES
3 ALLOCATIONS ITEMS GENERAL FUND OTHER FUNDS
A MUSEUMS ARTIFACT ACQUISITIONS 50,000 50,000

5 XXXXXX XXXXXX !
6 ¢ X X X X X DEPARTMENT OF HEALTH & SOCIAL SERVICES X X X X X

7l XXXXXX \ XXXXXX

8 SOCIAL SERVICES

9 MCLAUGHLIN YOUTH CENTER COTTAGE REPAIR/RENOVATION 2,000,000 2,000,000
10 HEALTH

11 EVS COMMUNICATIONS SYSTEM 300,000 300,000
12 RENOVATION AND EXPANSION OF PUBLIC INEBRIATE

13 FACILITIES 526,000 526,000
19 GROUP HOVE AND SPECIALIZED CONSTRUCTION PROJECT

15 FOR PERSONS WITH DEVELOPMENTAL DISABILITIES 1,000,000 1,000,000
16 DEPARTMENT OF HEALTH & SOCIAL SERVICES

17 TELECOMMUNICATIONS AND COMPUTERS 300,000 300,000
18 FACILITIES RENOVATION, REPAIR AND EQUIPMENT

[? REPLACEMENT 500,000 SQPjQflP
20 XXXXXX XXXXXX

21 X X X X X DEPARTMENT OF COMMVERCE 8 ECONOMIC DEVELOPMENT X X X X X

22 XXXXXX XXX XXX

23 DEVELOPMENT
29 ALASKA POWER AUTHORITY

25 APA - OPERATION, TECHNICAL AND EMERGENCY

26 ASSISTANCE 500,000 500,000
21 APA - CIRCUIT RIDER MAINTENANCE 250,000 250,000
28 APA - PCE UTILITIES EFFICIENCY IMPROVEMENTS 750,000 750,000
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1 APPROPRIATION ~ APPROPRIATION FUND SOURCES 1
2 ALLOCATIONS [TEMS GENERAL FUND OTHER FUHDS 2
3 XXX XXX XXXXXX 3
A X X X X X DEPARTMENT OF FISH 2 GAME X X X X X | 4
5 XXXXXX XXXXXX I b
6 NATURAL RESOURCE MANAGEMENT 6
1 COMMERCIAL FISHERIES . 1 1
8 VESSELS MAJOR MAINTENANCE 134,800 134,800 8
9 SPORT FISHERIES 9
10 PUBLIC ACCESS ACQUISITION 2,400,000 £00,000 1,800,000- 10
1 F.R.E.D. . 11
12 , STATEHIDE FACILITIES MAINTENANCE AND RENOVATION 500,000 500,000 12
13 XXXXXK XXXXXX 13
14 X X X X X DEPARTMENT OF PUBLIC SAFETY X X X X X 14
15 XXXXXX XXX XXX 15
16 NATURAL RESOURCE MANAGEVENT 16
o MAJOR AIRCRAFT EQUIPMENT/OVERHAUL/REPAIR . 136,500 , 136,500 i
18 AIRCRAFT PURCHASE 932,000 932,000 18
19 MAJOR VESSEL REPAIR 275,000 275,000 19
20 PUBLIC PROTECTION 20
21 VEHICLE LICENSE PLATES/DRIVER MANUALS 75,000 75,000 . 21
22 ADMINISTRATION OF JUSTICE 22
23 SHOOTING DECISION TRAINING SYSTEH 41,500 41,500 23
24 PUBLIC SAFETY EQUIPMENT 100,000 100,000 24
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APPROPRIATION  APPROPRIATION FUND SOURCES
ALLOCATIONS ITEMS GENERAL FUND OTHER FUNDS
N X v X X XX X X X X
x x X X x DEPARTMENT OF TRANSPORTATION S PUBLIC FACILITIES x x x x x
X X X X X X XXX X X X
TRANSPORTATION «
STATEWIDE rAOGRAHS
GENERAL FUND MATCH FOR FEDERAL-AID HGHWAYS 18,000,000 18,000,000
GENERAL FUND HATCH FOR FEDERAL-AID AVIATION 3,330,000 3,330,000
ANNUAL PLANNING WORK' PROGRAM 980,000 500,000 480,000
STATEWIDE RESEARCH PROGRAM 1,050,000 500,000 550,000
STATE EQUIPMENT FLEET REPLACEMENT PROGRAM 11,000,000 11,000,000
STATEWIDE ADVANCE PROJECT DEFINITION 300,000 300,000
LOCAL SERVICE ROADS AND TRAILS 2,000,000 2,000,000
HGHAAY AND AVIATION NON-ROUTINE MAINTENANCE 1,000,000 1,000,000
UNDERGROUND FUEL STORAGE REPLACEMENT 400,000 400,000
STATEWDE BARRIER FREE ACCESS PROGRAM 250,000 250,000
UMTA TRANSIT GRANTS 500,000 500,000
ANNUAL BRIDGE INSPECTION AND INVENTORY 500,000 500,000
GEOREFEREJCING MONUNVENTATION 400,000 400,000
FACILITIES MAJOR REPAIR 1,000,000 1,000,000
URBAN AREA PLANNING (STATEWIDE) 325,000 325,000
STATEWIDE AIRPORT RESCUE EQUIPMENT 238,000 238,000
STATEWDE PORTS AND HARBORS MAJOR REPAIRS 250,000 250,000
MAINTENANCE DELIVERY SYSTEM 200,000 200,000
INDUSTRIAL USE HGHWAYS MAINTENANCE 82,500 82,500
STANDARDS MANUALS PUBLISHING 35,000 35,000
NATIONAL HGHWAY INSTITUTE 25,000 25,000
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1 DEPARTMENT OF TRANSPORTATION 8 PUBLIC FACILITIES (CONT.)
2 APPROPRIATION ~ APPROPRIATION FUND SOURCES
3 ALLOCATIONS ITEMS GENERAL FUND OTHER FUNDS
4 CENTRAL REGION FEDERAL HIGHHAY PROGRAM 56,173,300 56,173,300
5 STERLING HIGHHAY RECONSTRUCTION = HP 79 TO 94 24,289,100
6 GLENN HIGHHAY HIDENINO AN- RECONSTRUCTION - 6
1 EKLUTNA TO PARKS 12,234,400
8 EAGLE RIVER BRIDGE/HILAND DRIVE PHASE | NORTH
9 ACCESS 9,111,500 .
10 CENTRAL REGION PRELIMINARY ENGINEERING 3,876,500 ,
11 ANCHORAGE TRANSIT 1,827,000 :
12 CENTRAL  REGION BRIDGE REPLACEMENT 1,600,000
13 CENTRAL  REGION SAFETY IMPROVEMENTS 1,350,000
14 HAT-SU HIGHHAY CHANNELIZATION, ILLUMINATION AND
15 TRAFFIC CONTROL PHASE |1 568,400
16 SEHARD HIGHHAY - NASH ROAD INTERSECTION
17 IMPROVEMENTS 356,400 _
18 CENTRAL  REGIONRAILROAD CROSSING IMPROVEMENTS 450,000
19 CENTRAL REGION AUTOHATIC VEHICLE CLASSIFICATION
20 AND HEIGHT-IN-MOTION  EQUIPMENT 350,000
21 ANCHORAGE RIDESHARING 160,000
22 CENTRAL REGION STATE HIGHHAY PROGRAM 620,000 620,000
23 HUMERI EAST END ROAD RECONSTRUCTION - ROCHELLE
24 STREET INTERSECION RECONSTRUCTION 150,000
25 HATCHER PASS BRIDGE REPLACEMENT AND ROAD
26 MAINTENANCE 200,000
21 KODIAK REZANOF DRIVE - AT AIRPORT ROAD
28 INTERSECTION 200,000
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1 DEPARTMENT OF TRANSPORTATION A PUBLIC FACILITIES (CONT) a
2 APPROPRIATION ~ APPROPRIATION FUND SOURCES 2
3 ALLOCATIONS ITEMS GENERAL FUND OTHER FUNDS 3
4 GLACIER HIGHWAY PAVING AND INTERSECTION 4
5 IMPROVEMENTS 1,278,900 5
6 GLACIER HIGHWAY - INDIAN POINT TOPOINT  LOUTsa 915.-500 6
1 HAINES HIGHHAY - MP 24 TO BORDER 913,500 7
8 EGAN EXPRESSWAY IMPROVEMENTS (SAFETYAND CAPACITY) 300,000 8
9 THANE ROAD RECONSTRUCTION 274,500 9
10 GLACIER HGHWAY - FRED MEYER TO MONUGGET 10
11 INTERSECTION 200,000 "1l
12 SITKA SAHHILL CREEK ROAD/JARVIS STREET 112
13 INTERSECTION  IMPROVEMENTS 150,000 13
14 KLONDIKE HIGHWAY SNOW CONTROL 100,000 14
15 SOUTHEAST REGION STATE HIGHHAY PROGRAM 15
16 KAKE CITY STREETS PAVING + 350,000 350,000 16
17 SOUTHEAST REGION FEDERAL AVIATION PROGRAM 6,000,000 6,000,000 17
18 HAINES AIRPORT RECONSTRUCTION 2,400,000 18
19 WRANGELL AIRPORT IMPROVEMENTS 1,000,000 19
20 SKAGWAY AIRPORT  IMPROVEMENTS 1,000,000 20
21 KETCHIKAN AIRPORT AIRCRAFT RESCUE AND FIRE 21
22 FIGHTING VEHICLE 550,000 22
23 KETCHIKAN AIRPORT EQUIPMENT 250,000 23
24 SOUTHEAST REGION STATE AVIATION PROGRAM 24
25 SKAGHAY AIRPORT INTERIM IMPROVEMENTS 100,000 100,000 25
26 SOUTHEAST REGION HATERS AND HARBORS 435,000 435,000 :
21 TENAKEE SPRINGS BREAKWATER REPAIRS 210,000 21
28 KETCHIKAN CITY FLOAT REPAIRS 150,000 28
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

28

APPROPRIATION
ALLOCATIONS ITEMS
METLAKATLA OLD HARBOR REPAIRS 75,000
aLaska INTERNATIONAL AIRPORT SYSTEM 12,197,000

ALASKA INTERNATIONAL AIRPORT SYSTEM DEVELOPMENT 10,000,000
AIAS MAINTENANCE EQUIPMENT 1,997,000
AIAS PRELIMINARY ENGINEERING 200,000

ANCHORAGE INTERNATIONAL AIRPORT
AIA INTERNAL ROADWAYS/TUG ROADS RECONSTRUCTION 2,500,000

AIA DOMESTIC TERMINAL EXPANSION PHASE 111

SUPPLEMENTAL 2,700,000
AIA RAVP AREA RECONSTRUCTION 1,000,000
AIA BLAST PROTECTION - RUNWAY 6R/24L 1,800,000
AIA ANNUAL IMPROVEMENTS 650,000
AIA AIRPORT MONITORING SYSTEM 400,000
AIA AIRPORT DRAINAGE PLAN 250,000
FAIRBANKS INTERNATIONAL AIRPORT
FIA- ANNUAL IMPROVEMENTS 300,000
FIA° NORTHWEST APRON AND TAXIWAY EXTENSION 1,400,000
FIA COMPUTERIZED ACCESS CONTROL SYSTEM 500,000
FIA- TERMINAL BUILDING REPAIRS 400,000
FIA EPA APPROVED FIRE TRAINING AREA 550,000
MARINE HIGHWAY SYSTEM FEDERAL PROGRAM
MV TUSTUMENA REFURBISHMENT PHASE 1 9,539,000
MV MALASPINA HOTEL REFURBISHMENT 3,126,200
M/ COLUMBIA HOTEL REFURBISHMENT ' 502,400
MV TAKU REPOHER 274,100

PAGE 53

9,300,000

3,150,000

15,202,200

APPROPRIATION FUND SOURCES
OTHER FUNDS

GENERAL FUND

HB 100

*
)

12,197,000

9,300,000

O © N o Ol B~ W PO

10

3,150,000

15,202,200

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28



o N o Ol B LW PN

SERSRES

1
18
19
20

22
23
24
25
26
21
28

DEPARTMENT OF TRANSPORTATION 8 PUBLIC FACILITIES (CONT.)

M/V BARTLETT AUXILIARY REFURBISHMENT
M/V LECONTE HOTEL REFURBISHMENT
H/v COLUMBIA MARINE SANITATION DEVICE
SEWARD TERMINAL IMPROVEMENTS
SITKA UPLANDS IMPROVEMENTS

MARINE HIGHWAY SYSTEM STATE PROGRAM
MARINE HGHWAY SYSTEM ADVANCED PROJECTDEFINITION
ALASKA MARINE HIGHHAY SYSTEM IMPROVEMENTS
ANGOON FERRY TERMINAL BASIN DREDGING
VESSEL EMERGENCY EVACUATION UPGRADE

XXXXXX

ALLOCATIONS
173,600
155,300

2,187,600
152,600
91,400

50,000
1,000,000
150,000
200,000

APPROPRIATION FUND SOURCES

X X X X X DEPARTMENT OF ENVIRONMENTAL CONSERVATION X X X X X

XXXXXX

NATURAL RESOURCE MANAGEMENT
FIFTY PERCENT CONSTRUCTION GRANT PROGRAM
ANCHORAGE - WASTEWATER AND SOLID HASTE PROJECTS
CRAIG - WATER TREATMENT PLANT ENGINEERING STUDY
FAIRBANKS - E.M. JONES HATER AND SEWER EXTENSIOH

JUNEAU - HATER SYSTEM

1,000,000

50,000
1,000,000
1,000,000

KETCHIKAN GATEWAY BOROUGH HATER AND SEHER PROJECTS 520,000

KODIAK - HATER FILTRATION FACILITY - ENGINEERING

DESIGN
NOVE - ICY VIEW HATER AND SEHER, NOME STP
PETERSBURG - WASTEWATER TREATMENT/SOLID HASTE

PROJECTS

PAGE

250,000
750,000

500,000
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APPROPRIATION
ITEMS GENERAL FUND
1,400,000 1,400,000
XXX XXX
XXXXXX
7,570,000 7,570,000
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1 DEPARTMENT OF ENVIRONMENTAL CONSERVATION (CONT.)

2
3
4
5

6

/

8

9
10
U
12
13
14
15
16
17
18
19
20
21
22
23
2
25
26
21
28
29

APPROPRIATION
' ALLOCATIONS ITEMS GENERAL FUND
UNALAKLEET - DUMPSITE IMPROVEMENT 320,000
OIL AND HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND 600,000 600,000
PURCHASE ORGANIC/INORGANIC ANALYTICAL LABORATORY :
EQUIPMENT 260,000 260,000
MARPOL - SOLID HASTE IMPACT 150,000 150,000
KENAI' CLEANUP PHASE 11 924,300 920,300
LEAKING UNDERGROUND STORAGE TANK GRANT 3,000,000
XXXXXX XXXXXX
X X X X X DEPARTMENT OF COMMUNITY & REGIONAL AFFAIRS X X X X X
XXXXXX XXXXXX
DEVELOPMENT
HEATHERIZATION AND ENERGY CONSERVATION 2,200,000 500,000
INSTITUTIONAL CONSERVATION MATCH 50,000 50,000
COMMUNITY BLOCK GRANTS 3,000,000
SUPPLEMENTAL HOUSING DEVELOPMENT RUND 3,500,000 3,500,000
XXXXXX XXXXXX
X X X X X DEPARTMENT OF  CORRECTIONS X X X X X
X X X X X X - XXXXXX
ADMINISTRATION OF JUSTICE
STATEWIDE REPAIR AND RENOVATION 900,000 900,000
FAIRBANKS CORRECTIONAL CENTER CONTROL ROOM
BOOKING RENOVATION 500,000 500,000
PALMER CORRECTIONAL CENTER EXPANSION, RENOVATION
PLANNING/DESIGN 1,000,000 1,000,000
HILAND MOUNTAIN CONTROL ROOM, INTAKE AND
PERIMETER UPGRADES 375,000 375,000
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DEPARTMENT OF CORRECTIONS (CONT.)

APPROPRIATION

ALLOCATIONS ITEMS

HILDHOOD CORRECTIONAL CENTER ROOF REPAIR - PHASE

1
XXXXXX

200,000
XX XX XX

X X X X X UNIVERSITY OF ALASKA X X X X X

XXXXXX

UNIVERSITY OF ALASKA

UA/STATEWIDE - MAJOR MAINTENANCE.
REPAIR/RENOVATION AND EQUIPMENT

UA/FAIRBANKS ELVEY BUILDING CODE CORRECTIONS

UA/FAIR§ANKS - FISHERY INDUSTRIAL TECHNOLOGY
CENTER

UA/FAIRBANKS PCS REMOVAL FAIRBANKS CAVPUS

UA/ANCHORAGE PCB REMOVAL PROVIDENCE AVENUE CAVPUS

MINING AND PETROLEUH TRAINING SERVICE/FIRE
TRAINING CENTER SOILS CLEANUP

UA/SOUTHEAST FURNISH AND EQUIP NEH LIBRARY

CRANTS TO NAVED RECIPIENTS (AS 37.05.316)

NATURE CONSERVANCY
XXXXXX

XX XX MX

1,500,000
1,000,000

5,000,000
250,000
199,500

500,000
1,000,000

216,000
XXX XXX

X X X X X ALASKA COURT SYSTEM X X XX X

XXXXXX

ADMINISTRATION OF JUSTICE
ELECTRONIC RECORDING IMPROVEMENTS

PAGE 57

XXX XXX

200,000

APPROPRIATION FUND SOURCES

GENERAL FUND

200,000

1,500,000
1,000,000

5,000,000
250,000
199,500

500,000
1.000,000

216,000

200,000

HD 100

OTHER FUNDS
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Alaska State Legislature

Sen. Pat Pourchot, Chairman P.0. BOX v
Sen Jan Falks, Ve Chairmar Juneat, Ak B
& Ak Ueffin 07-165-3712
Senate State Affairs Committee

MEMORANDUM

TO: Senate State

FROM: Senator Pat Pourchot,

RE: March 15 Committee Hearing

DATE: March 14, 1989

On Wednesday, March 15 at 1:30 p.m. 1in the Be.ltz Room the Senate
State Affairs Committee will hear the following bills:

SJR 3, Proposing an amendment to the Constitution of the State of
Alaska relating to repeal of regulations by the legislature

SJR 3 would place before the voters at the next general election
a Constitutional amendment allowing legislative repeal of
regulations by concurrent resolution. Adoption of the
concurrent resolution would require three readings on three
different days and approval by a majority vote of the membership
of each house, as do bills. However, concurrent resolutions are
not subject to the governor"s veto.

In 1980 the supreme court found unconstitutional a statutory
provision that allowed legislative annulment of regulations by
resolution. The court ruled that annulling a regulation has the
effect of changing law and that laws can be changed only by
enactment of a bill that is subject to the governor®s veto, as
prescribed in Article 11, Sections 14-16 of the Constitution.

A proposal similar to SJR 3 was defeated by the voters in 1980,
1984, and 1986.

SB 108, An Act relating to public finance, including lease
financing

SB 108 would require that all lease-financings for publ:.c
buildings be handled by the Alaska State Building Authority.
This would remove the ability of municipalities and private
developers to undertake the lease-purchase of state projects.
Projects authorized by law before July 1, 1984 would be
specifically exempt from this requirement, providing a type of
"grandfather clause™ for the Anchorage court facility.



Committee Memo
March 15, 1989

SB 108 would also require legislative approval of lease-purchase
agreements entered into by the legislature and the court systen
if the costs exceed $1 million annually (this provision currently
applies to the executive branch and the university).

The Department of Revenue has proposed an amendment (attached)
that would authorize ASBA to dispose of land, equipment, or
public buildings to other government entities for less than fair
market value. This would allow ASHA-funded projects for which
the bonds have been paid off to be transferred into state

ownership.

SB 154. An Act relating to equipment lease-financing and
authorizing a master equipment lease-financing project.

SB 154 would authorize the Alaska State Building Authority to
finance and acquire equipment for lease to the state. The bill
would serve as the legislative approval required under AS
18.55.100 for ASBA to finance and acquire up to $40 million worth
of equipment, and the legislative approval required under AS
36.30.080 for the Department of Administration to enter into a
lease-financing agreement with ASBA for the equipment. (AS
18.55.100 requires legislative approval before ASBA can proceed
with any project; AS 36.30.080 requires legislative approval of
leases whose rent exceeds $1 million annually).

"individual lease-purchases from all state agencies would be
consolidated into one or more "master leases". The advantage
would be a reduction in interest cost. According to DOA, the
average interest rate on state equipment leases as of July 1,
1987 was 13.86%. Interest on a master lease is expected to be

6-7%.

The refinancing of outstanding state equipment leases is
estimated to require issuance of $10 million in financing
obligations with annual rent of $2.85 million. The financing of
new equipment purchases in FY 90 would require issuance of up to
$30 million in financing obligations with annual rent of $8.75

million.



STATE OF ALASKA Bill Version

1989 LEGISLATIVE SESSION Publish Date:
FISCAL NOTE

REQUEST: mmmmmemeee o
Revision Date: Agency Affected : State Bond Committee
Title: Authorizing master lease--financing BRU:
for state equipment
Sponsor: Components:

Requestor:

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1 FY 89 1FY 90 I FY 91 | FY 92 1 FY 93 1 FY 94
f ““OPERATING | 1 1 | 1 1

1 PERSONAL SERVICES 1 - 1 - 1 - 1 1 - i

| TRAVEL i - 1 - 1 | = i ~ 1

1 CONTRACTUAL 1 — i - 1 - 1 - 1 1

j SUPPLIES 1 - I - I - 1 - 1 - 1

| EQUIPMENT 1 - 1 - 1 - 1 - 1 - 1

1 LANDS & STRUCTURES /1 — 1 _ 1 — 3 — _ 1

| GRANTS, CLAIMS 1 —  ](2143.5)] 136.4 , 98.5 | 479.3 1381.8
j MISCELLANEOUS 1 - 1 - 1 — — 1 - 1

I TOTAL OPERATING 1 - 1(2143.5)] 136.4 j 98.5 | 479.3 1 1381.8
1 CAPITAL 1 - 1 - 1 - i - 1 1

1 REVENUE 1 - 1 " 1 - i - 1 1
FUNDING: (Thousands of Dollars)

| GENERAL FUND 1 — 1(2143.5)] 136.4 § 98.5 | 479.3 1 1381.8
j FEDERAL FUNDS 1 - 1 - 1 — - 1 - I

J OTHER 1 - 1 .- 1 - i | - 1

1 TOTAL 1 - 1 _ - i - 1 == I .
POSITIONS: :

| FULL-TIME - [ - [

j PART-TIME 1 - 1

I TEMPORARY [ - I - I

ANALYSTS: Attach a separate page for analysis.

Prepared By: Milt 3arKer Phone: 465-2350
Division: Treasury /t Date:
Approved by Commissioner: Date
Agency: Department of Revenue/
J- r-
Distribution (by preparer): TVjl CJUc v-\£~ nv<*dlLo. Ua-
Legislative Finance
Legislative Sponsor Stek? .&J 16JUC0) cs -~Xcaldl
Requestor .t
A
Office of Management and Budget ijU&Ck- 'f COA <S

Impacted Agency(ies) PaSe 1 of 2

<2-1?p KhSpVl -



Fiscal Note Analysis

The projected annual savings on refinancing State equipment leases are
estimated in the table below. This estimate is from a detailed analysis of
State equipment leases prepared in June 1987 by Shearson Lehman Brothers.

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

The present value of the savings shown in the table from a master lease
refinancing of State equipment leases is $424,000 or 6.3 percent of the amount
of the refinancing. Please see the attached letter of January 27, 1989 fronm
John Andrews for more information on the master lease program.

....Lease-Financing Costs (Savings)

Fiscal Equipment Lease
Year Refinancing;
1989 $(2,143,460)
1990 136,406
1991 98,534
1992 479,273
1993 1.381.766

Total $ (47,480)
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STATE CF ALASKA Bill Version: SB 154 (b)
No. 46 1989 LEGISLATIVE SESSION Publish Date: 2/3/89
FISCAL NOTE
REQUEST:
Revision Date: . . Agency Affected: Department of Adminlstration
Title:  Equipment Lease Financing BRU:  General Services
Sponsor: Ruiss Components: Purchasing

Requestor: Covernor

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES 0 1}22 431 44.0 449 458
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 50 2.0 2.0 2.0 2.0
SUPPLIES 0 15 1.6 17 10 19
EQUIPMENT 0 7.0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEQUS  (PHONEL 0 6 6 T T 8
TOTAL OPERATING 0 5G.3 473 484 494 50.5

CAPITAL
| REVENUE 0 0 0 0 0 0
FUNDING: (Thousands of Doll ars)
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
POSITIONS:
FULL-TIME 1 1 1 1 1
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)

Potential financial savings should be reflected In the Department of Revenue fiscal note. We
project an Increase In administrative expense due to the requirement to coordinate several
hundred accounts In order to make one payment to Alaska State Building Authority.  See attached

for analysis.
Prepared By:  Robert 3 Link. Director K Phone: 4652250
Division:  General Services & Supply A . Date: December 23, 1980
Approved by Commissioner. John M Date: December& 1983
Agency: Department of Administration
Distribution (by preparer): Tao . rwexdLft.
Legislative Finance . .
Legislative Sponsor ciPfruvi CS houue.fe tas effed!
Requestor -fecal!
Office of Management and Budget
Impacted Agency(ies) Page J of



SB 154 (b)
273789

Fiscal Note Analysis

Operating costs are based on the following assumptions:

Personal Services cost: One permanent, Tfulltime Accounting
Technician 11, Range 14, Step B through F based on current

contract. cee-

Contractual: Estimated cost of $5,000.00 for Professional

Services contract for computer programming in FY 90,
$2,000.00 for support each year thereafter.

Supplies: Estimated cost of paper, desk supplies etc.,
minimal increases each fiscal year in anticipation of

inflated costs.  _....

Equipment: Reflects purchase of Compac 386, 20 mgz computer,
EGA color monitor, boards to increase memory and to hook into
mainframe (ASKAS), printer and basic software. Costs are
based on current state contract.

Miscellaneous: Estimated cost of long distance telephone
service. Escalated in third and fifth fiscal years to cover

anticipated inflation.

Page 2 of

2
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STATE OF ALASKA BILL VERSION

1989 LEGISLATIVE SESSION PUBLISH DATE: m m
REQUEST: FISCAL NOTE

Revision Date:--- - Agency Affected: rammaqrep & Fron. npy
Title: Master lease financing of equipmentnon e Ak. state tildg. Autli.
Sponsor: Rules Committee Components

Requestor

Eai'kNdITURES/REVENUES:  (Thousandsof Dollars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES -0- -0- -0- -0- -0- -0-
TRAVEL

CONTRACTUAL

SUPPUES C-0- -0- -0- -0- .-
EQUIPMENT

LAND A STRUCTURES

GRANTS. CLAIMS

MISCEIIANBOUS -u- -U-

TOTAL.OPERATING

CAPITAL . 0- 0- 0-
REVENUE Q- -0- 0- 0-

FUNDING: (ThousandsofDollars)

GENERALFUND
FEDERALFUNDS
OTHER

TOTAL

POSITIONS: : r

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

Commissioners Office Phone- 465-2500

Preparedby: Dept, of Commerce & Economic development n T27777TTW

Division : «
Approved by r,— /~ry'fecjl/eEf. Commissioner ” 12/27/1988
Dept, ot*frmmerce & tconomic uevelopment
.DIStrIbU.tIOH_ (by_preparer): Tw A s W «
*  Legislative Finance
Legislative Sponsor £S \Wcjl-s aA
Requestor
Office of Management and Budget vy -
Impacted Agencyfies) page.

0080p s 3 A
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. STATE OF ALASKA BILL VERSION ;TSB 154 rH~”
Jo); =46 1989 LEGISLATIVE SESSION PUBLISH DATE:  2/3/f1 9
F AL N TE
REQUEST: SC ©
Revision D ale: Agency Affected: State Building Auth.
Tide: Master Lease Financing BRU:
Sponsor: Rules Committee Components

Requestor: Governor

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING rioy t-r yo FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES *
TRAVEL ..

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND A STRUCTURES .

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0 - -0 - -0 - -0 - -0 - -0 -

CAPITAL ~ I \

REVENUE

FUNDING: (Thousandsof Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL -U- -u- -0- -0- -fc. L -o0-
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
ANALYSIS : (Attach a separate page if necessary)
Prepared by:  -Lyhil. .Wegtgji.e.r m™._.. 562-2813
Division : Finance Depar t/ment”, rm T 7 W
Approved by Commissioner: , f— - ., , Date: 12/27/88
Agency: Alaska Sta-t~Buildmg Authority
Distribution (by preparer):

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget

TW i page— L_ of — __

Impacted Agency(ics)

S~-3"sA



STEVE CDWPER
* CIVERSKIp

Stat 2 of Alaska
OFFICE OF THE GOVERNOR

Juneau

February 3, 1989

The Honorable Tim Kelly
President of the Senate
Alaska State Legislature
P.0. Box V

Juneau, AK 99811

Dear Mr. President:

Under_the authority of art. 111, sec. 18, of the Alaska
Constitution, 1 am transmitting a bill relating to lease-
financing for state equipment.

The main purposes of the bill are to:

1. provide general statutory authority for the
Alaska State Building Authority (ASBA) to finance
and acquire equipment for lease to the state
(sec. 3 of the bill);

2. specifically authorize ASBA to acquire and
finance new equipment, or acquire and refinance
equipment already on lease to the state, under a
master lease program (secs. 12 and 13); and

3. specifically authorize, 1in accordance with the
State Procurement Code, the Department of Admin—
istration to enter 1into lease-financing agree—
ments with ASBA for the master lease progranm
(secs. 14 and 15).

The approach to financing state equipment embodied 1in this

bill offers potentially significant savings in interest
costs on state equipment financing compared to interest

rates charged by equipment vendors. The master lease pro—
gram would be administered by the Department of Adminis—
tration and available to all state agencies.

The second amendment of AS 18.55.100(d) 1in sec. 4, regard—
ing legislative approval of equipment projects, raises a
constitutional issue under the separation-of-powers doc—
trine, as does the current wording of that subsection.

However, knowing of the legislature®s concern about the

overall debt management of the state, | believe that it
might be helpfxil to set out this procedure in the statute,

as a courtesy to the legislature.



r'e Honorable Tim Kelly Page 2

Aside from the 1immediate-effective-date provision (sec.

16), the remaining sections of the Dbill consist of amend-—
ments that add references to state equipment lease-
financing 1in various ASBA statutes relating to housing or
public building projects of ASBA. These include corporate
purpose (sec. 1 of the bill); prohibition of ASBA members
or employees from acquiring an interest in projects (sec.

2) ; securing bonds with lease payments (sec. 5); validity
of bonds and notes (sec. 6); bond covenants to limit dis—
position of projects (sec. 7); establish rates and fees for
projects (sec. 8); vest 1in a trustee the right to take

possession in the event of default on a project (sec. 9);

grant bondholders rights to t"ke~ possession or appoint a
receiver for projects in default (“ec. jJjUHv and acceptance

of federal aid for projects (

eve Cowper
sovernor



STATE OF ALASKA
1989 LEGISLATIVE SESSION

REQUEST:
Revision Date: _

FISCAL NOTE

Title: Authorizing master
for state equipment

lease-financing

BRU:

Agency Affected:

Bill Version:
Publish Date:

State Bond Committee

Sponsor:

Requestor:

EXPENDITURES/REVENUES:

1 1 FY 89 1FY 90

t - OPERATING 1 |
PERSONAL SERVICES 1 1 -
TRAVEL 1 1 -
CONTRACTUAL 1 1 —
SUPPLIES 1 1 —
EQUIPMENT 1 1 -
LANDS & STRUCTURES i 1 —
GRANTS, CLAIMS i 1(2143.5)
MISCELLANEOQOUS 1 1 -
TOTAL OPERATING 1 1(2143.5)1

1 CAPITAL 1 1 -

1 REVENUE 1 1 _

FUNDING: (Thousands of Dollars)

| GENERAL FUND | 1(2143.5)]

J FEDERAL FUNDS J 1 _

| OTHER 1 1 .-

1 TOTAL 1 1 -

POSITIONS:

| FULL-TIME | 1 -

J PART-TIME 1 _

1 TEMPORARY 1 -

ANALYSIS:

Prepared By: Hilt Barker M b

Division: Treasury

Approved by Commissioner:___
Agency: Department of Revenue7~ /
/T
Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

(Thousands of Dollars)

Attach a separate page for analysis.

YA

[EEN

R e T -

Components:

FY 91 I FY 92 1 FY 93 1 FY 94
1 1 |
- | - 1 - 1 -
- 1 - 1 - 1 -
- ! - 1 - 1 -
- 1 - 1 - 1 -
- 1 - 1 - 1 -
- 4 - 1 - 1 -
136.4 r 98.5 1 479.3 1 1381.8
e - 1 - 1 -
136.4 i 98.5 1 479.3 1 1381.8
- 1 - i - i -
- 1 i - 1
136.4 1 98.5 J 479.3 1 1381.8
- 1 - 1 | -
- 1 - 1 ~ | -
- 1 - 1 < - 1 -
1 - 1 1 -
- 1 - 1 -
- 1 - 1 1 -
Phone: 465-2350
Date: /? ys7
Date: 7Zfe Z / Sl .

page 1 of 2



Fiscal Note Analysis

The projected annual savings on refinancing State equipment leases are
estimated in the table below. This estimate is from a detailed analysis of
State equipment leases prepared in June 1987 by Shearson Lehman Brothers.

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

The present value of the savings shown in the table from a master lease
refinancing of State equipment leases is f$4i24,000 \>c 6.3 percent of the amount
of the refinancing. Please see the attacWd letter of January 27, 1989 from
John Andrews for more information on the master leaise progranmn.

prezOAh valjnl

Lease-Financing Costs (Savings)

Fiscal Equipment Lease
Year Refinancing
1989 $(2,143,460)
1990 136,406
1991 98,534
1992 479,273
1993 1.381.766

Total $ (47,480) achAAJLclolldMZ,



STATE OF ALASKA Bill Version: SB 154 (b)

1989 LEGISLATIVE SESSION Publish Date: 2/3/89
FISCAL NOTE

REQUEST:

Revision Date: _ ‘ Agency Affected:___Department of AdminiStratton

Title:  Equipment Lease Financing BRU:  General Services

Sponsor: Rules Components: Purchasing

Requestor: r.nvemnr

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING reay fy yu FY 91 FY 92 FY 93 Ff 94
PERSONAL SERVICES 0 1%2.2 A31 t*i*.0 AA.9 5.8
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 5.0 2.0 20 20 2.0
SUPPLIES 0 1.5 16 17 18 19
EQUIPMENT 0 7.0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEQUS  (PHONE) 0 6 6 T N 8
TOTAL OPERATING 0 5G.3 1913 #g irg i 505

CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0
FUNDING: (Thousands of Doll ars)
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
POSITIONS:
FULL-TIME 0 1 1 1 1 1
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)

Potential financial savings should be reflected In the Department of Revenue fiscal note. We
project an increase in administrative expense due to the requirement to coordinate several
hundred accounts in order to make one payment to Alaska State Building Authority.  See attached
for analysis.

Prepared By:  Robert .].. Link. Director nLo-IX Phone: _ AB5-2250
Division:  General Services & Supply A Date:  December 22, 1980
Approved by Commissioner: John M December 1988

Agency: Department of Administration

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
O ffice of Management and Budget

Impacted Agency(ies) Page i of 2

Rev: 12/88



SB 154 (b)
2/3/89

Fiscal Note Analysis

Operating costs are based on the following assumptions:

Personal Services cost: One permanent, Tfulltime Accounting
Technician 11, Range 14, Step B through F based on current
contract.

Contractual: Estimated cost of $5,000.00 for Professional
Services contract for computer programming in FY 90,
$2,000.00 for support each year thereafter.

Supplies: Estimated cost of paper, desk supplies etc.,
minimal increases each fiscal year in anticipation of
inflated costs.

Equipment: Reflects purchase of Compac 386, 20 mgz computer,
EGA color monitor, boards to increase memory and to hook into
mainframe (ASKAS), printer and basic software. Costs are
based on current state contract.

Miscellaneous: Estimated cost of long distance telephone
service. Escalated in third and fifth fiscal years to cover

anticipated inflation.

Page 2 of

2
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STATE OF ALASKA BILL VERSION:
1989 LEGISLATIVE SESSION PUBLISH DATE: 2/3/89__
lo. 46
REQUEST: FISCAL NOTE

Rcmion Dale:-----—--——————————- i Agency AffatedCommerce & {-con.
Title: Master lease financing of equipment BRU. Ak. btate tildg. rtutn.

Sponsor: Rules Committee Components
Requestor fiovernor
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES -0- -0 - -0- -0 - -0- -0-
TRAVEL
CONTRACTUAL
SUPPLIES 0- Y 0- 0.
EQUIPMENT o
LAND A STRUCTURES
GRANTS. CLAIMS 0 0
MISCELLANBOUW U~ -0- 0 0-
TOTALOPERATING
CAPITAL -0- 0- -0- -0- -0- -0-
REVENUE -0- -0- -0- -0- -0- -0 -

FUNDING: (ThousandsofDollars)

GENERALFUND
FEDERALFUNDS
OTHER

TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS :  (Attach a separate page if necessary)

Prepared by Commissioner's O f f i c e Phone:, i?ai?w

Division : Dept, of Commerce & Economic Development Date: -

Approved by CcZz™m . Commissioner pate: 12/27/1988

Agency: Dept. omsommerce & Economic Development

Distribution (by preparer):
*  Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget

Impacted Agency(ies) page, of

0080p



STATE OF ALASKA BILLVERSION: SB 15& M)

1989 LEGISLATIVE SESSION PUBLISH DATE: _2/VBQ
F 1 AL N TE
REQUEST: > ¢ 0
Revision Date: _ _ _ _ Agency Affected+ Alaska State Building Auth.
Title: M aster Lease Financing BRU:
Sponsor: Rules Commiiitee Components:.

Requestor: Governor

EXPENDITURES/REVENUES;  (Thousandsof Dollars

)
OPERATING FY 89 Ry pn Pir 03 ri y2 FY 93 FY 94
t

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND A STRUCTURES 1
GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0 - -0 - -0 - -0 - -0 - -0 -

CAPITAL

REVENUE

FUNDING: (ThousandsofPollan)

GENERALFUND
FEDERAL FUNDS

OTHER

'UTAI U - U - -n- -0 - -0 -

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

Preparedby: -Lynn..Wegener. Ptim/*s  562-2813
Division : Finance Department. Da~ZHZHZH

Approved by Commissioner: T Iw~r12/27/788

Agency: ‘Alaska Stcyt™'Building Authority

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page. of






SENATE STATE AFFAIRS COMMITTEE

BILL NUMBER

SPONSOR

Gvil -A*. * n strf”

DATE REFERRED 2,-g -g6"j
HEARING SCHEDULED Jj5 A A

FISCAL NOTE PREPARED

SPONSOR CONTACTED

INTERESTED PARTIES CONTACTED XL 3

7 JmtRl

fy UCLg 6ujlL, A5 00
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OTHER



SENATE COMMITTEE REPORT

FIRST /cOMMTTTEE OF REFERRAL

Date of 5-DAY NOTICE 7 "8 7
IN ACCORDANCE WITH UNIFORM RULE 23

FURTHER FIN
**F]SCAL NOTE(S) MUST BE ATTACHED

IN ACCORDANCE WITH AS 24.08.035
DATE TURNED INTO OFFICE '5'

2/8/89
Mr. President:

STATE AFFAIRS Committee considered SB ~7

imposition of a civil fine for violation of a statute, regulation, or
ordinance related to alcoholic beverages

and recommended:

D( reprace with CS AB> ['ST ( Si~ fyf same title
[1 new title

[ ] attached amendment(s) and

[ 1 letter of intent adopted

[~f do pass

[ 1 do not pass

[ 1 no recommendation

[ 1 individual recommendations

[ 1 further referral to

FISCAL NOTE(S) attached ["P zero [ 1 fiscal impact
[ 1 appropriation no FN attached [3/] iGov. FN ,introduced w/ bill

SIGNING J30 PASS OTHER RECOMMENDATIONS



SB 157, CIVIL FINES FOR VIOLATIONS OF ALCOHOL BEVERAGE LAWS

AMENDMENT $1

Page 1, line 17. Insert a new subsection to read:

)] The board shall by regulation adopt aschedule

that a licensee may be required to payunder this section. A

fine may not exceed the greater of:
(€)) $100,000; or
2 an amount which

is three times the pecuniary gain

realized by the licensee as a result of the violation.

AMENDMENT #2
Page 1, line 13. Amend to read:

licensee or permitee that the board determines, at a

proceeding [HEARING] under

RATIONALE: This would allow for resolution of a violation

prior to a formal hearing, but would not preclude a formal
hearing if the licensee or the Board desired one.

15TAM.TXT

of fines
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Introduced: 2/3/89 go00699s
Referred: Finance

IN THE SENATE E
SENATE BILL NO. 157
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to imposition of a civil fine for
violation of a statute, regulation, or ordinance
related to alcoholic beverages."
BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 04.11 is amended by adding a new sectionto read:

Sec. 04.11.575. CIVIL FINE. In addition to any other penalties
imposed under this title, the board may impose a civil fine upon a
licensee or permitee that the board determines, at a hearing under
AS 04.11.510(c), has violated a provision of this title, a regulation
adopted under this title, or an ordinance adopted in accordance with
AS 04.21.010.

* Sec. 2. AS 04.11.590(a) is amended to read:

(a) Money collected from licenses and civil fines under this
title shall be transferred by the board to the Department of Revenue
and deposited in the general fund.

* Sec. 3. AS 04.11.590 is amended by adding a new subsection to read:

(c) The commissioner of administration shall separately account
for all application fees, license fees, and civil fines collected
under this title that the Department of Revenue deposits in the gener-
al fund. The annual estimated balance in the account may be wused by
the legislature to make appropriations to the department to carry out
the purposes of AS 04.06.

A'fec feoaird

SBO157a -i- B 157
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SB 157 CIVIL FINES FOR VIOLATIONS OF ALCOHOL LAWS

TO TESTIFY
PAT SHARROCK, A.B.C. BOARD (TELECONFERENCE FROM ANCHORAGE)

HE"LL SPEAK TO THE AMENDMENTS

F.Y.I.

BILL WAS HEARD 4/26/89.

CONCERN THAT BOARD WOULD HAVE TOO MUCH DISCRETION IN SETTING

FINES. AMENDMENT #1 ADDRESSES THIS -

1. FINE SCHEDULE IN REGULATIONS (THIS IS HOW OREGON AND
WASHINGTON DO IT. DIFFERENT LEVEL OF FINE FOR DIFFERENT
TYPES OF OFFENSE, TYPE OF LICENSE (BASED PRIMARILY ON SIZE
OF ESTABLISHMENT - INTENDED TO RECOGNIZE MONETARY LOSS THAT

WOuULD OCCUR IF BAR WERE CLOSED DOWN AS A RESULT OF
VIOLATION), AND IF REPEAT OFFENSE.

2. ESTABLISHES MAXIMUM FINE

AMENDMENT #2 - REQUESTED BY SHARROCK -

REFERENCE "PROCEEDING™ INSTEAD OF "HEARING"™ - GIVES
BOARD AND LICENSEE FLEXIBILITY IN RESOLVING VIOLATION.
COULD "SETTLE"™ PRIOR TO GOING TO TO A FORMAL HEARING.
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Alaska State Legislature

Sen. Pat Pourchot, Chairman P.O. Box V
Sen. Jan Faiks, Vice Chairman Juneaat%agliglg%lsll
Sen. Al Adams '

Sen. Tim Kelly 907-465-3712

Sen, Rick Uehling . .
Senate State Affairs Committee

MEMORANDUM

TO: Senate State Affairs Committee
FROM Senator Pat Pourchot, Chairman
RE: May 3 Committee Hearing

DATE May 2, 1989

On Wednesday, May 3 at 1:30 p.m. 1in the Beltz Room the following
bills will be back before the Senate State Affairs Committee:

SB 154, An Act relating to equipment lease-financincr and
authorizing a master equipment lease-financing project

SB 154 would authorize the Alaska State Building Authority to
finance and acquire equipment for lease to the state. Individual
lease-purchases from all state agencies would be consolidated
into one or more "master leases". The advantage would be a

reduction in interest cost.

At our earlier hearing on SB 154, there was concern that savings
realized by state agencies through a master lease not be spent on
other agency budget items, but used to reduce agency budgets.
Attached is an amendment that would require the Department of
Administration to annually report lease savings to the
legislature on an agency-by-agency basis, thus allowing the
legislature the opportunity to reduce agency budgets accordingly.

SB 157, An Act relating to imposition of a civil fine for
violation of a statute, regulation, or ordinance related to

alcoholic beverages

SB 157 would authorize the Alcohol Beverage Control Board to
assess civil fines against liquor licensees who violate liquor
laws. As introduced, the bill did not specify the amount of the
fines, leaving fine setting to the sole discretion of the board.

Attached is an amendment which would require the ABC Board to
establish a schedule of fines in regulation, and would limit any
fine to the greater of $100,000 or an amount which is three times
the pecuniary gain realized by the licensee as a result of the
violation. This is patterned after the existing provision 1in
Alaska®s criminal code regarding fines.



Committee Memo
May 3, 1989
Page 2

In addition, the following bills will be heard:

HJR 19am, Ratifying an amendment to the Constitution of the
United States concerning the compensation of members of the

United States Congress

HIJR 19 would ratify an amendment to the U.S. Constitution that
would disallow any increases in pay for members of Congress fronm
going into effect until after an intervening election had taken
place. The amendment was proposed in 1789 and to date has been
ratified by 26 states. To become effective, 1t must be approved

by 38 states.

CSHB 83 (Fin), An Act relating to legal holidays; and establishing
Martin Luther King, Jr., Day as a legal holiday

HB 83 would establish the third Monday of January, known as
Martin Luther King, Jr. "s Birthday, as a legal holiday.
Lincoln®s and Washington®s birthdays would be combined on the
third Monday in February as President®s Day. This would result
in an observance for Dr. King without the addition of another

paid day of leave.

The bill also provides that King"s birthday would be a legal
holiday for state employees or.ly if provided for in their
collective bargaining agreements.

Martin Luther King Day was statutorially established as a day of
commemoration in 1982. Governor Cowper 1issued a proclamation 1in
January.1989 designating it a legal holiday for this year.

CSHB 87fFin)am, An Act relating to the state budget and to
long-term financial plans for the state

HB 87 would require that the Governor annually submit to the

legislature a long-term financial plan. The plan must include
projections of expenditures for the next six fiscal years and
projections of revenues for the next ten fiscal years. The

legislature would be required to adopt or revise the plan.

In addition, HB 87 would require that the Governor®s annual
capital improvements proposal include the estimated annual
mainatenance and operation costs for the useful life of each

project.
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Sec; 12.55.035. Finos, (@) Upon conviction of an offense, a defen-
dant may be sentenced to pay a fine as authorized in this section or as
otherwise authorized by law. In determining the amount and method
of payment of a fine, the court shall take into account the financial
resources of the defendant and the nature of the burden its payment
will impose. No defendant may be imprisoned solely because of inabil-
ity to pay a fine.

(® Upon conviction of an ofTense, a defendant who is not an organi-
zation may be sentenced to pay, unless otherwise specified in the
provision of law defining the offense, a fine of nomorethan

(D $75,000 for murder in the first or second degree, attempted mur-
der in the first degree, sexual assault in the first degree, sexual abuse #
of a minor in the first degree, kidnapping, or misconduct involving a
controlled substance in the first degree;

(@ $50,000 for a class A, B, or C felony;

@ $5,000 for a class A misdemeanor;

(4 $1,000 for a class B misdemeanor;
(®) $300 for a violation.
(cv Upon conviction of an offense, a defendant that is an organiza-

tion may be sentenced topay a fine not exceeding the greater of
(D $100,000; or

- Y 5

(@ anamount which is three times the pecuniary gain realized by
the defendant as a result of the offense.

(d) If a defendant is sentenced to pay a fine, the court may grant
permission for the payment to be made within a specified period of
time or in specified installments. (8 12 ch 166 SLA 1978; am § 17 ch
45 SLA 1982, am 8 26 ch 143 SLA 1982, am 84 ch 59 SLA 1988, am

§ 18 ch 85 SLA 1988)

Effect of amendments. — The first ~ minor in the first degree” in subsection

983 amendment inserted. "attempted (%l .
murder in the first degree” in subsection ile neither amendment gave effect to
(b)l(h)' , the other, hoth have been given effect in
e second 1988 amendment, effective  this section as set out above.
June 2, 1988, inserted "sexual abuse of a

NOTES TO DECISIONS

Court is under duty to_consider de- ~_ Applied in Wilson v. State, Ct. Apf.
fendant’s earning capacity in connec- Op. No. 816 (File No. A—1948), P.2d
tion with any impasition of a'fine or rest- 1988). ,

L R LA o B o L
) . L. Op. No, lle Nos. A-1247, A-1409,

App. Op. No. 712 (File No. A-1944), 737 A-1414), P.2d  (1987).

P.% 1§65 (1987).( ) ) (1987)

Sec, 1255045, Restitution, (@) The court may order a defendant
convicted of an offense to make restitution as provided in this section,
including restitution to the victim, to a public, private, or private
nonprofit organization that has provided counseling, medical, or shel-
ter services to the victim, or as otherwise authorized by law. A defen-
dant is presumed to have the ability to pay restitution unless the
defendant establishes the inability to pay by a preponderance of the
evidence. In determining the amount and method of payment of resti-
tution, the court, shall take into account the

(D public policy that favors requiring criminals to compensate for
damages and ipjury to their victims;

(2 financial burden placed on the victim and those who provide
services to the victim as a result of the criminal conduct of the defen-
dant; and

(3 financial resources of the defendant and the nature of the bur-
den its payment will impose on dependents of the defendant.

() An order of restitution under this section does not limit any civil



(B) lubricating oils;

(C) waste oil and waste oil mixtures; and

(D) crude ails;
@ low dispersibility

(A) bunker and residual fuel ails;

(B) asphalts;

©) tars; and

(D) other petroleum, petroleum products, and byproducts not
otherwise listed in (2) or (2) of this section. (Eff. 4/19/78 Register
66)

Authority: AS 46.03.758

18 AAC 75570. SCHEDULE OF CIVIL PENALTIES. The
schedule of civil penalties for which a person may be held liable under
AS 46.03758(e) is established as follows:

18 AAC 75570 Alaska Administrative Code 18 AAC 755U

(D  The base civil penalty for discharges into various receiving
environments is as follows:

Public
- _ Freshwater Marine  Land
Critical environmental resources $10.00 $2.50 $1.00
Very sensitive environmental resources N/A N/A 15
Sensitive environmental resources 5.00 2.00 50
Without significant environmental re- 1.00 1.00 25
sources

(@  Toxicity, degradability and dispersibility factors are as fol-
lows:

Factor

(A) toxicity*

(i) highly toxic 1.0

(i) moderately toxic 075

(iii) less toxic 05

(iv) relatively nontoxic 025
(B) degradability**

(1) lowdegradability -1.0

(i) moderate degradability 05

(iii) high degradability 025
(©) dispersibility

() high dispersibility 015

(i) moderate dispersibility 05

(iii) low dispersibility 1.0

@  The net civil penalty which will be assessed per gallon of ail
discharged is calculated by multiplying the base penalty es;ablished
in (1) of this section by the arithmetic mean of the toxicity,
degradability, and dispersibility factors established in (2) of this
section. If a portion of the oil enters more than one receiving envi-
ronment, the civil penalty will be based upon the most sensitive
receiving environment which that portion of the oil enters. (Eff.

4/19/78 Register 66)

Authority: AS 46.03.758

'To determine the toxicity factor for n particular oil, the factor from the table is
multiplied by a fraction whose numerator is the percent concentration of aromatics in
the oil and whose denominator is 45, In no event shall the toxicity factor exceed 10.
The toxicity factor in crude oil is .75 multiplied by a fraction whose numerator is
the API gravity of the crude oil and whose denominator is 30. ,
"The degradability factor for crude oil is Smultiplied by a fraction whose numerator is
30 and”whose denominator is the API gravity of the crude oll.
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58) "vessel" means uny form or manner of watercraft, whether or
not capable of self-propdlsion, exc]e‘%é)ﬁshore latforms, (8 1¢h 129
él.ﬁ) Jc%@ea@LA f&p 18SLA am § 110ch 59SLA 1982 am
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Sec. 4603769, Civil action for pollution; damages, (3) APe,r-
son who violates or causes %r@permlts to be violated a provision of this
chapter other than AS 4603250 — 4603314, or a provision of AS
4604 or AS 46,09, or a regulation, a lawful order of the department, or
a permit, approval, or acceptance, or term or condition of a permit
approval or acceptance isstied under this chapter or AS 450-1or AS

091s liuble, inacivil uclion, to the state fora sum to be asses_sed_b;r
the court of hot less than $500 nor more than $L00000 for the initia
violation, nor more than $5,000 for each day after that on which the
violation continues, and thut shall reflect,"when applicable

(1) reasonable compensation in the nature of liquidated damages
for any adverse environmental effects caused by the violation, which
shall “be  determined by the court,accordmg{ to the toxicity,
degradability and dispersal characteristics of the substance dis-
charged, the sensitivity of the recewmg%,enwronment, and the degree
to which the discharge degrades existing environmental quality;
'ﬁ) regsonable costS incurred b hhe state in detection, investiga-
tion, und attempted correction of the violation; ,

(3) the economic savings realized by the person in not complying
with the requirement fof which a violation is charged. =~

E,b) Except as determined by the court under (f)¥,4) of this section
actions under this section may not be used for punitive purposes, and
%%%sreassessed by the court must be compensatory and remedial in

- (c) The court, upon motion of the department or upon its own mo-
tion, may defer assessment of all or part of that portion of the sum
imposed ‘upon a Person under Fa)(B% of this section conditioned upon
the gerson gomp l%/,mg, withjn tné shortest feasible time, with the re-
quirement for which u violation Is shown.

d) As usrd in this section, “economic savings” means that sum
which a person would be required to expend for the planning, acquisi-

A

e

§ 46.03.760 Water, Air, Kneiicy, Etc. § 46.03.760

tion, siting, construction, installation und operution of facilities neces-
sarg to effect. comghanc,e, with thu standard violutcd.

(©) In addition t0 liability under la) — 1d) of this section, a person
who' violates or causes. or permits to be viblutcd ,u,Prov,lsmn of AS
4037-10— 4603 /50 'is liable to the state, in a civil action brought
under AS 46(%3822] for the full amount of actgal dumuges caused to
the state by the violation, Including direct and indirect costs assocl-
ated with the abatement, containment or removal of the pollutant
restoration of the environment to its former stale, and all incidental
adminjstrative qosts, . . .
(1) A person who violates or causes or permits to he wola%e? aprovi-
sion of AS 4603250 — 4603314, or a requlation, a lawrul order of
the department, or a permit, approvul, or acceptance, or term or condi-
tion ofa permit, approval, or acceptance issued under AS 4603250 —
46.(133% 'ﬁ liable. I a ciyil a%tlon, to the state for a sum to be as-
sessed by the court of not less than $500 nor more than $100,000 for
the initjal violatjon, nor more than $10,000 for each day after that on
which the violation continues, and that shall reflect, when apé)hcable,

1g reaspnable compensation in_the nature of liquidated ,amog S
for any aaverse environmental effects caused py the violation, that
shall “be  determined by the court uncordiig to the toxicity,
degradability and dispersal characteristics of the substance dis-
charged, the sensitivity of the recmwng,enwronment, and the ?egree
to which the discharge degrades exis mtg environmental qua|t¥;
_(2) reasonable costS incurred b}/ the state_ in detection, investiga-
tion, and attem[%ted correction of the violation; ,

(3) the economic savings realized by the person in not complying
with_ the regwrementf r which a_violation is charged; and

(#) the need for an enhanced civil penaltyg deter future noncom-
Elé%nce. (%930h SLA 1971 am S 9¢h 220 SLA 1976, utn § 5¢

SLA™1976;am & 5,6 ch 116SLA 1980; am & 5—7¢h 77 SLA
1984 am § 9 ch 59 SLA 1989
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845-06-233 (5) HAJOS VIOLATIONS PEMATT SCHEDULE SCESEVAAIS ...

iU Ol * Suspension htTin*_ Suspension adFin_e Suspension  Fine Al Q/Aml tion's
STATUTES AHM WIE JU.QLHII(fIIE L 4
210 cance fatmn
%i i) Failed to mintaln bond 650, plus 50 pls 1300
. h ( ) uspensi u(ptll us en5|o U(Pt” usgensio dml
ond provide ond provide ond provide
471.305 the\l/JVﬁWC eonrsg\(/jh%%séatk%rndellvered S days 328 10 days 650 30 days 1950
W%@W ng% rmelr?te representation or 15 days 975 Cancel
ﬁm Maintained noisy establishment 10 days 650 20 days 1300 Cancel *
-sar alntfalned lewd or disorderly 15 days 975  Cancel *
establishment
ﬁ;}fgl&g}(ﬂ %Jsed alcohollc liquor or drugs IS days 975 Cancel*
315(149) Knowingly sold to minor 1 days 455 15 days 975 30 days 1950
; {g} Made quuor available to minor
FW%%%%%&O'% rggnwsmly 10 days 650 20 days 1300 Cancel »
Vi r%’{oxalvcaa't'ea Batfon
%ﬁ% (ﬁ;(h) Misrepresented liquor sold 7 days 455 15 days 975 Cancel *
ﬂ]l?éTg % B’ Convicted of felony Cancel
472.180(

Schedulle - page J * Applies only to successive offense of this particular violation
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845-06-233 i5] HAJOA VIOLATIONS PENALTY SCHEDULE

Loors
Suspension — fing

STATUTES AOMIN. HOLE MQIATKWS
w.g&O(l} Faileg to permit es;=i:t2tics of
. records or premises
471.360(1 )(t> '
(1)) é(y%vﬁd employee to sell without
) : :
47t.360(?)(c) rnaslpl)eedc t%or shoe permit to
471.365(2) Allowed use of permit by another
471.364(2) Failed to verify identification
471.375(1 ' ' mi
. USRSt oA
471.375(2) LicePsee felted to verify
applicant’s »ge

ol Sol Juor cher n [Eanse
PErmits

ﬁﬁﬁg %ﬂ%i%%:%?zg(l} Financial assistance

471,
471.675 Interfered with enforcement

472.310(1) ggga/baetre Club sold to non-

Schedule - 2

SUCCESSIVE VIOLATIONS

2nd..
5-spenslon ~fine

10 days  S6SU 20 days  1:300  Cancel *

and provide records
5 days 325 10 days 650 20 days 51300

10 days 650 20 days 1300 Cancel *

Cancel
5 days 325 10 days 650 20 days 1300

5 days 325 10 days 650 20 days 1300
7 days 455 15 days 975 30 days 13>

10 days 650 20 days 1300 Cancel *

5 days 325 10 days 650 20 days 1300

10 days 650 Cancel *

1 days 455 15 days 975 30 days 1950

* Applies only to suooessive offense of this particular violation
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Suspension ™~ fine  all .w?latlons
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58595414

¢t * 9.907

36997-?

10:40AM

1-B9

SENT BY:A

HJUOR VIOLATIONS RENAITY SCHEDULE

WOLAIIfflIS

True u k not on application
FaHe? to Hoﬂgy ror to
complete change’ ol ownership
Willful hidden ownership

Negligent hidden ownership
After howrs operation

Remitted iidmar It conswne
Remitted ninor to enter or reeeln

HS-M-100 (5)
STATUTES WIH. W
Otcewr AMHTISTRATIVE RULES. CKAPTER 645
545-06-010
+45-06-030
345-05-035(2] (2)
MS-06-035(2){t>)
(«(c)

M5-06-0iS(3)(a>
#<55-06-035(4) b)

345-06-043(1)
345-06-045(2)

345-06-345(4)
345-06-050

Sdedle - pee 3

Rﬁmiued nincr entertainer to
mngle

Remitted nlrtnr to worh In
prohibited area

Rewined ninor to unlawfully
sell or serve

Drinking on duty

Rergitted disorderly er hoisterous
conduct

Permitted criminal conduct on
prantses

Allowed unauthorised liquor on
premises

N

ILvSffil"JP

Cance!
Cance

Cance
1 days

7 days
5 days
3 days

3 days
7 days

7 days
7 days

10 days
5 days

* Allies cnly to SoOOMS(« offense of this particular violation

SUCCESSIVE VIOUTKWS

. 7rd,. —
Tint Suspension “ting " Suspens,lonV Fine

$455
455

W *»

m

195
455

455
455

650
325

Cancel *

15days  1*75
10 days 650
5 days 325
7 days 455
15 days 975
15 days 975
15 days 975
15 days 975
10 days 650

SOdpps
20.days
19 U»*

IS days
30 days

30 days
30 days

30 days

20 days

$1950
1303

Ki

375
1950

1950
1950

1950
1300
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-f* 9.907

365974

10:41AM

1-89

BY:A

SENT

sjatbju FENM. «LE
W5-CS-105(31

045-0*-DI10
15-0F4)15(1]1

MS-09-015

MS-10~)70

Schedule - page 4

MSTISFI
Failed to reopen pretties

Ftvttf to knp records of foot and
liquor solos

food service violation

Rmufoeturtr. wholesaler or taporttr
fitlad to eolntefn reowl rod records

SimaBMIm

Cancel

5 days

7 days
S &jrs

"~Tfne

$325

<55

325

Suspension

10 days

15 days

10 days

“TTn ~

$550

975

<50

FIM  TH ?1-ley™—
MtjKt ta
cancellatlon

20 days  $13)0
Cancel *
20 days 1300

* Applies only to sucoessive offense of this particular delation
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MS-04-200 (6) WIW* ¥ITATIOWEt FggWJT SCHEMLC

STATUTES
471.250(1)

NBKN. R U

«7?.T1<5KZ> r (3

%%L%
471.375(1 )

1
i

4T1.47*

471.480
471.465
471.495

Sctodule -

*45-00-6*5
*45-04-095(4) («)

p«g* 5

VIOLATIONS

Hnlmviyllzrwlrﬁrrtsttctf [1canne-

Om«<cM  of lilsdenewwr

fafltd to ?ot*
PF wit. appticatfaa

How* tnr. It t0 sall
I et

aymtnt upon 4ul(vary

thol saler f Utd Prw
%st&n 0 naca

SuucmlI»

3 toys
3 days

3 days

3 days
3 days
3 toys

n»

n*s

195

195

195

195
195
195

nd
fs:rs=slas Fis*

» tOy*  1KS
5days 325
5 days  3S
5days 325
Stoys 325
Hdays 325
5 days 325

jmmiM

10 toys

10 toys
1* days

10 day*

10 toys
10 days
10 days

isi

Hoe

SSS0

<50
<50

<§)

<50
594

<50

JMfWrtitaa4tf
15 toys

15 days

IS days

1S days

IS days
il days
15 days

C
Hm

1971

1%

1%

1175
)75
)7

975

Ires

All violations

CAREelalfan
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#4506-200 (6) WHO# MALATIONS FDAVATY SHEDUE o o -
St
STATUTES AOMIN. MILE VIOLATIONS Suspension ~ Fine ~ Suspension  fine Suspensmn One_S‘trspEnsmn Fme sula glolattlon
MEOW aonikistmtive rules. CHAPTER 845 canJceI ation
~aC- 1
IM5~aC-tTp (f‘oergérlsgg !)I sa%eefsnsd 3wy $195 5days 5325 0 days  SSSO 15 days 5975
845-08-040 Inproper himt posting ddays 195 5days 325 10 days ~ *50 IS days 975
545-M-C55 Cave llqufr as prite 3days 195 5days 325 10 days ~ *50 15 days 975
845-06-060 (Acehqsl_e] Ccevrltelwlcate not 43 days 195 5days 325 10 days ~ *50 15dtps 975
845-06-0*5 NSF check [-II tf Cash ba3|s
epr nend ord er
cer V& ec
fr th 2nonth
% d o S ays 35% 10 days  none
845-06-100 Altered without approval 3days 195 S days 325 10 days *50 15 days 975
and restare praises If alteration unsatisfactory
845-06-105 Pll%is l}(r)enotly Cemlisslon 3 days 1% 5days 325 10 days 550 15 days 975
%8;88@ - Advertising ddays 1% 5days 325 10 days 550 15 days 975
845-08-005 Retailer falleg to Maintain 3 days 195 bdays 325 10 days 550 15 days 975
required records
845-06-025 CIo?ed V\P[ mlieaotcl)creprlvate ddays 195 Sdays 35 10 days 650 15 days 975
845-08-035 E?I}Jer% rg?xgg ér EHe notice  3tlgrs 195 5 day* 325 10 days 550 15 days 975
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SUCCESSIVE VIQLATIONS
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Alaska State Legislature

Sen. Fat Pourchot, Chairman Stp- to CBOX-,[Vl
Sen. Jan Faika, Vico Chairman ate Lapito
Sen. Al Adams Juneau,ﬁﬁa§<.89811
o e e 907-165-3712

Sen, Kick Uehling

Senate State Affairs Committee

MEMORANDUM

TO: Senate State Affairs Committee Members
FROM: Senator Pat Pourchot, Chairman

RE: April 26 Committee Memo

DATE: April 25, 1989

On Wednesday, April 26 at 1:30 p.m. in the Beltz Room the Senate
State Affairs Committee will hear the following bills:

SJR 46. Supporting the establishment of a Joint Commission on the
Status of Alaska Natives bv Congress

SJR 46 would support the establishment of a Joint Commission on
the Status of Alaska Natives and commit the state to actively
participate on the commission. The commission would be charged
with conducting a comprehensive review of federal and state
policies affec-cing Alaska Natives and the current health, social,
and economic status of Alaska Natives.

The resolution that would establish the Commission is pending
introduction in the U.S. Senate. The effort stems from the
recently published AFN Report on the Status of Alaska Natives.

SSSB 72. An Act relating to registration and licensing of
contractors; prohibiting the use of state money for certain
residential work unless the work is performed bv a licensed
residential contractor

SB 72 would require that contractors who construct or alter
privately-o:med residential structures of one to four units have
a residential endorsement on their license. To receive the
endorsement, the contractor would need to pass a written or
practical exam which tests competence in arctic construction
techniques, and complete the Alaska Craftsman Home program or a
postsecondary course in arctic engineering or its equivalent.

The Labor and Commerce C.S. clarified that the residential
requirement would be an endorsement to the general contractor”s
license rather than a separate license, allowed participation 1in
programs equivalent to the Alaska Craftsman Home program, and
allowed the exemptions in current statute for small projects and

owner-built projects.
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SB 157. An Act relating to imposition of a civil fine for
violation of a statute, regulation, or ordinance related to

alcoholic beverages

SB 157 would authorize the Alcoholic Beverage Control Board to
assess civil fines against liquor licensees who violate liquor
laws. The fine would be in addition to license suspension or
revocation, and: would follow the suspension/revocation hearing
required under current statute. The amount of the fine would be

determined by the Board.

The bill would also provide the Board with program receipt
authority. Fees and fines would be separately accounted for and
could be appropriated by the legislature to fund the Board"s

operation.

SB 192. An Act relating to legislators®™ elicriblityv for long-term
per diem

SB 192, which would limit eligibility for long term per diem
during the interim to days spent attending meetings of a
legislative committee or subcommittee, was heard by the State
Affairs Committee on April 10. No action was taken pending
action by the Legislative Council on a revised per diem policy.

The Council policy, adopted April 24, 1is attached. It provides
that to qualify for interim per diem a legislator must attend a
meeting for a legislative or public purpose, or spend at least

four hours of that day on legislative and constituent business.

Also attached is a fiscal note for SB 192, indicating savings of
$161,700. Fiscal impact of the new Council policy has not yet

been determined.

CSHB 93 fJud), An Act relating to a duty of the director of the
division of elections and to voter registration bv the Department

of Public Safety

HB 93 would require that the Division of Elections provide voter
registration forms to the Division of Motor Vehicles, and that
DMV advise persons registering their vehicles or applying for
drivers®™ licenses that they may also register to vote.

According to the Division of Elections, most motor vehicle
registration outlets currently provide voter registration
services. Elections provides training to DMV personnel; DMV
forwards completed voter registration forms to Elections.

In addition, SJR 38. Proposing an amendment to the Constitution
of the State of Alaska relating to terms of legislators, will be
before the committee. Due to time constraints, the bill was not

heard on April 24 as scheduled.
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SB 157 CIVIL FINE FOR VIOLATION OF A.B.C. LAWS

TO TESTIFY/

PAT SHARROCK, A.B.C. BOARD (TELECONFERENCE FROM ANCHORAGE)

I NOTIFIED: KIM HUTCHINSON, C.H.A.R.R.
MATT FELIX, S.O0.A.D.A.

THE FINE WOULD BE IN ADDITION TO LICENSE SUSPENSION OR
REVOCATION. AMOUNT OF FINE WOULD BE DETERMINED BY BOARD -
SHOULD WE PUT SOME LIMITS ON IT?

SEC. 3 IS THE STANDARD PROGRAM RECEIPT LANGUAGE.



OFFICE OF THL GOVERNOR
JCXKAN

February 3, 1989

The Honorable Tim Kelly

President of the Senate

Alaska State Legislature
P.0. Box V

Juneau, AK 99811

Dear Mr. President:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill that gives the
Alcoholic Beverage Control (ABC) Board the authority to
assess a civil fine against a liquor licensee or permitee
if the board finds that the licensee violated a statute, a
regulation, or a local ordinance relating to alcoholic

beverages.

Under AS 04.11.370, the board currently must suspend or
revoke a liquor license or permit for certain reasons,

including violation of provisions of AS 04, regulations

adopted wunder AS 04, and 1local ordinances pertaining to
liquor. The ABC Board does not, however, have the authori—
ty to assess a fine against a liquor licensee or permitee

who 1s found to have violated a provision of the law,

either personally or through an agent or employee. Many
instances have arisen where the ABC Board has felt that a
fine would be an appropriate, additional sanction.

Under the bill, the board may 1impose a fine following the
suspension/revocation hearing under AS 04.11.510(c). The
due process rights of licensees and permitees are thus

protected.

This bill should have an overall beneficial effect on state
finances in that it does not require an additional approp-—
riation and could potentially result in the generation of
additional revenue through the assessment of Tfines. The
added regulatory flexibility through the assessment of



fines could also reduce administrative expense in that that

sanction would be less likely to result in a lengthy,
often expensive, administrative”®-hearing than would
existing suspension or revocation sanction alone.

I ask your favorable considera

Governor

and
the
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STATE OF ALASKA Bill Version: 53 '53

1989 LEGISLATIVE SESSION Publish Cate: s a3
FISCAL NOTE

REQUEST:

Revision Date: Agency Affected: Administration

Title: Part-Time Service in Both the BRU: Retirement and Benefits

Public Emolovees ' Retirement Svstem

and Teachers' Retirement Svstem

Sponsor:  Duncan Components : Retirement and Benefit
Requestor”?
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING Fy 83 FY 90 Fr 91 Fy 97 Fr 93 FY 94
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 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 & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE
FUNDING: (Thousands of Dollars)
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
POSITIONS:
FULL-TIME 0 0 0 0 0
part-time 0
TEMPORARY 0 0 o Q 0

ANALYSIS: (Attach a separate page if necessary) This wi]l not result in additional

operations cost for the Division of Retirement and Benefits.

THIS BILL WILL NOT RESULT IN INCREASED FY 90 PERSONAL SERVICES COSTS TO STATE AGENCIES, SCHOOL
DISTRICTS OR OTHER PARTICIPATING POLITICAL SUBDIVISIONS.

/}

Prepared By: sallv smith. Director vJhA/.~. Phone:
Division: Retirement and Benefits ' / Date: {f. /

Approved by Commissioner: John M Andrews/A""  “Date:
Agency: Department of Administration

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies' Page j  of

Poye 12,'PP



