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OFFICE OF THE STATE TREASURER

In 2001, the Nevada State Legislature passed legislation introduced by State Treasurer Brian
Krolicki authorizing the state of Nevada to acquire State buildings by utilizing lease-purchase
financing, which is codified in NRS 353.510. The State has many agencies located
throughout Nevada in privately leased office space. As of June 30, 2002, $22,635,000
was spent to rent 1,583,304 square feet of office space throughout the state. This does not
include any space rented by the Department of Transportation, the University, or the Division
of Mental Health/Developmental Services, all of which have separate authority to rent
without going through Buildings and Grounds. We now have the ability, through lease-
purchase, to convert a rent payment appropriation into a lease payment appropriation,
resulting in ownership of the building at the end of the contract. This is accomplished with no
additional cost to taxpayers and without affecting the constitutional debt limit or using the
taxes associated with traditional debt issuance. The State would like to consolidate as many
agencies as possible at a cost not greater than what the State is presently paying in rent.
Included in the lease-purchase legislation is the ability to issue Certificates of Participation
(COPS) in order to provide the financing for this construction.

The interest rate will be based on market-driven long-term fixed rate tax-exempt yields at the
time the COPS are issued. Currently, lending rates are at their lowest level in decades. It is
time to take advantage of this part of the economic cycle and this is the beginning. This is
the purpose and intent of the lease purchase legislation.

The State will execute the underlying ground lease to a non-profit corporation (likely the
Nevada Real Property Corporation or NRPC— the State Treasurer, the Director of the
Department of Administration and the Director of Public Works serves on the board.) The
NRPC will then lease the improved property back on a triple-net basis (the leaseback) to the
State, acting through the agency that will use the building (in this case either the Department
of Conservation and Natural Resources or the Department of Human Resources, as
appropriate). The leaseback will be subject to annual renewal and appropriation. The NRPC
will finance the improvements to the property with the proceeds of long-term, fixed rate
COPS that will be payable from the annual State leaseback payments. Interest on the COPS
due prior to occupancy will be capitalized.

At all times, the State will own the underlying real property and will have a leasehold interest
in the improved real property. Ownership of the improved property will fully vest in the
State upon the full repayment of the COPS issued to finance the improvements or the
expiration of the term of the underlying ground lease, whichever is earlier.
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In the simplest of terms, this is a question of whether you should rent a house or own a
house. Do you spend years building equity for someone else or do you spend the same
amount of money and build equity?

The following pages reflect the analysis done in coordination with the Department of
Administration, Divisions of Budget, Buildings and Grounds.and Public Works, the Office of
the Attorney General, the Department of Conservation and Natural Resources and the
Department of Human Resources.

It must be emphasized that most of the expense side of this analysis is based on conservative

estimates, while the current rental agreements are actual. An inflation rate of 4% is utilized
for anticipated renewals of agreements by examining the increases in the last four years.
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FROM: Cindy Edwards, Property Manager, Buildings and Grounds
Division

TO: Maude Naroll, Department of Administration, Budget Division

DATE: April 23, 2003

RE: B&G Cost Breakdown

The monthly maintenance cost of $.48 per square foot is as follows:

Utilities: . $.17 per sf
Building Maintenance: $.13 per sf
Janitorial: $.11 per sf
Carpet Replacement: $.04 per sf
Grounds/Parking lots: $.03 per sf

Bulldmg maintenance cost does not mclude CIP's (roofs, chillers, and
boilers, etc.).

Utilities, janitorial and carpet costs are calculated using historic actual
costs for buildings in Carson City. Building maintenance and
grounds/parking lots are caiculated using Building Owners and
Managers Association's Experience Exchange Report (BOMA
Standards).

The calculations for the lease purchase buildings are isolated costs
from our standard rent rate, which covers all of our inefficient
buildings, our large capitol complex grounds, our Las Vegas and Reno
facilities, overhead, and Capitol Police.

~ Cindy Edwards, Property Manager

Buildings and Grounds Division - -~ - - - ..
(775) 684-1804 o




STATE PUBLIC WORKS BOARD

MEMORANDUM
April 23, 2003

TO: Gus Nunez/Evan Dale
FROM: Ronald L. Crook
SUBJECT:  Lease-Purchase Projects
LCB Question regarding $175/s.f.

The following is an approximate breakdown of the $175/s.£. for the Lease-purchase Buildings. These
figures are preliminary due to the fact that the Design-Build requirements and owner/contractor

responsibilities for all project costs are still being defined:

AJE Design, Building Construction & Contingencies -

Project Management, Soils & Surveys, Plan Checking, Inspections & Testing -
FF&E, Phones & Data -

Miscellaneous Printing, Moving, Advertising & Maintenance agreements -

w £ 7417

$156.75/s.1.
$5.75/5.1.
$10/s.£.
$2.50/s.1.
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NEVADA REVISED STATUTES: CHAPTER 353 Page 1 of 2

INSTALLMENT-PURCHASE AND LEASE-PURCHASE AGREEMENTS

NRS 353.500 Definitions. As used in NRS 353.500 to 353.630, inclusive, unless the context otherwise requires, the
words and terms defined in NRS 353.510 to 353.340 inclusive, have the meanings ascribed to them in those sections.
(Added to NRS by 2001, 2478) o o

NRS 353.510 “Agreement” defined. “Agreement” means an agreement to purchase property, in the form of a lease or an
agreement to pay in installments, pursuant to which the State of Nevada or a state agency may pay the purchase price of real
or personal property over a period of time which extends beyond the biennium in which the agreement is execute including,
without limitation:

1. An agreement pursuant to which the State of Nevada or a state agency may acquire the property that is the subject of
the agreement at the end of the term of the agreement or the end of the term of a renewal of the agreement upon payment of
no additional consideration or nominal additional consideration; and

2. Anagreement that, for the purposes of federal income tax, is treated as an agreement for conditional sale.

(Added to NRS by 2001, 2478)

NRS 353.520 “Board” defined. “Board” means the state board of finance,
(Added to NRS by 2001, 2478)

NRS 353.530 “Chief” defined. “Chief” means the chief of the budget division of the department of administration.
. (Added to NRS by 2001, 2479)

NRS 353.540 “State agency” defined. “State agency” means an agency, bureau, board, commission, department,
division or any other unit of the govemment of this state that is required to submit information to the chief pursuant to
subsection 1 or 6 of NRS 353.210, except for the University and Community College System of Nevada.

(Added to NRS by 2001, 2479)

NRS 353.550 Requirements for agreement by state agency to acquire real property or interest in or improvement
to real property with terms that extend beyond biennium in which executed.

1. A state agency may propose a project to acquire real property, an interest in real property or an improvement to real
Eroperty through an agreement which has a term, including the terms of any options for renewal, that extends beyond the

iennium in which the agreement is executed if the agreement;

{a) Provides that all obligations of the State of Nevada and the state agency are extinguished by the failure of the

legislature to appropriate money for the ensuing fiscal year for payments due pursuant to the agreement;
fth(b) Does not encumber any property of the State of Nevada or the state agency except for the property that is the subject

of the agreement, .

(¢) Provides that property of the State of Nevada and the state agency, except for the property that is the subject of the
agreement, must not be forferted if* .

(1) The legislature fails to appropriate money for ayments due pursuant to the agreement; or
(2) The State of Nevada or the state agency breaches the agreement;

(d) Prohibits certificates of participation in the agreemént; and

(e) For the biennium in which it is executed, does not require payments that are greater than the amount authorized for
such payments pursuant to the applicable budﬁet of the state agency.

2. The provisions of paragraph (d) of subsection 1 may be waived by the board, upon the recommendation of the state
treasurer, if the board determines that waiving those provisions:

(a} Is in the best interests of this state; and

(b) Complies with federal securities laws.

3. Before an agreement proposed pursuant to subsection 1 may become effective:

(a) The proposed project must be approved by the legislature by concurrent resolution or statute or as part of the budget
of the state agency, or by the interim finance committee when the legislature is not in regular session;

(b) The agency must submit the proposed agreement to the chief, the state treasurer and the state land registrar for their
review and transmittal to the board;

(c) The board must approve the proposed agreement; and

(d) The governor must execute the agreement,

(Added to NRS by 2001, 2479)

NRS 353.560 Legislature not obligated to appropriate money for payments due pursuant to agreement;
prohibition on such representations.

1. The provisions of NRS 353.500 to 353.630, inclusive, do not obligate the legislature to appropriate money for
payments due pursuant to an agreement entered into pursuant to those sections.
2.7 A state agency, person acting on behaif of a state agency, officer of this state or employee of this state shall not

represent that the legislature is obligated to appropriate money for payments due pursuant to an agreement entered into ..

pursuant to NRS 353.500 to 353.630, inclusive. — T

(Added to NRS by 2001, 2479)

NRS 353.570 State treasurer authorized to take appropriate actions to facilitate agreements. The state treasurer may
take such actions as he deems appropriate to facilitate an agreement pursuant to NRS 353,500 to 353.630, inclusive,
including, without limitation:

1. Entering into contracts for relevant professional services;

& /6 /7

http://leg.state.nv.us/NRS/NRS-353.html 4/24/2003




NEVADA REVISED STATUTES: CHAPTER 353 Page 2 of 2

2. Obtaining credit enhancement and interest rate hedges; and
3. Assisting with the offering of certificates of participation pursuant to the limitations set forth in NRS 353.550.
(Added to NRS by 2001, 2479)

NRS 353.580 Exemption of agreement from requirement of competitive bidding or other restrictions on procedure
for awarding contracts. An ;il:ement entered into pursuant to NRS 353.500 to 353.630, inclusive, is not subject to any
requirement of competitive bidding or other restriction imposed on the procedure for the awarding of contracts,

(Added to NRS by 2001, 2479

NRS 353.590 Exemption of agreement involving construction of improvement from law re uiring competitive
bidding and chapter 341 of NRS. If an agreement pursuant to NRS 353.500 to 353.630, inclusive, involves the construction
og an improvement, the construction may be conducted as specified in the agreement without complying with the provisions
of:

1. Any law requiring competitive bidding; or

2. Chapter 34] of NRS.

(Added to NRS by 2001, 2480)

NRS 353.600 Lease of property subject to agreement involving improvement to state property: Conditions for
entry; review and approval,

1. Except as otherwise provided in this section, if an agreement pursuant to NRS 353.500 to 353.630, inclusive, involves
an improvement to property owned by the State of Nevada or the state agency, the state land registrar, in consultation with
the state treasurer and in conjunction with the agreement, upon approval of the state board of examiners may enter into a
lease of the property to which the improvement will be made if the lease: '

(2) Has a term of 35 years or less; and

(b) Provides for rental payments that approximate the fair market rental of the property before the improvement is made,
as determined by the state land registrar in consultation with the state treasurer at the time the lease is entered into, which
must be paid if the agreement terminates before the expiration of the lease because the legislature fails to appropriate money
for payments due pursuant to the agreement. '

2. A lease entered into pursuant to this section may provide for nominal rental payments to be paid pursuant to the lease
before the agreement terminates. :

3. Before the state land registrar may enter into a lease pursuant to this section:

(a) The state land registrar must submit the proposed lease to the chief and the state treasurer for their review and
transmittal to the board; and

(b) The board must approve the lease.

(Added to NRS by 2001, 2480)

NRS 353.610 State agency to file copy of agreement and schedule of payments with chief and state treasurer upon
execntion of agreement. Inmediately after an agreement is executed pursuant to NRS 353,550, the state agency on whose
behalf the agreement was executed shall file with the chief and the state treasurer:

1. A fully executed copy of the agreement; and

2. A schedule of payments that indicates the principal and interest payments due throughout the term of the agreement.

(Added to NRS by 2001, 2480)

NRS 353.620 Property subject to agreement exempt from ad valorem property taxation in certain
circumstances. While an agreement entered into pursuant to NRS, 353.500 to 353.630, inclusive, is in effect, the property
that is the subject of the agreement is exempt from ad valorem property taxation by this state and its political subdivisions if:

1. An improvement is being constructed on the property pursuant to the agreement; or . :
2. This state or a state agency is in possession of the property.
(Added to NRS by 2001, 2480)

NRS 353.630 Property subject to agreement deemed property of state or state agency for purposes of statutory
limits on damages that may be awarded against state in certain circumstances. While an agreement entered into pursuant
to NRS 353.500 to 353.630, inclusive, is in effect, the property that is the subject of the agreement shall be deemed to be the
property of this state or the state agency for the purposes of statutory limits on damages that may be awarded against this
state, including, without limitation, the limits in chapter 41 of NRS, with respect to any action or claim, including a claim for
civil damages, that arises from or is related to the property and is brought by a person who is not a party to the agreement if:

1. An improvement is being constructed on the property pursuant to the agreement; or

2. This state or a state agency is in possession of the property.

(Added to NRS by 2001, 2481)

E 1717

http://leg.state.nv.us/NRS/NRS-353.html , 4/24/2003






