ALASKA STATE LEG SLATURE
SENATE TRANSPORTATI ON STANDI NG COW TTEE
ANCHORAGE, AK
Sept enber 26, 2009
1: 05 p. m

MVEMBERS PRESENT

Senat or Al bert Kookesh, Chair

Senator Linda Menard, Vice Chair
Senator Bettye Davis

Senat or Kevi n Meyer

Senat or Joe Paskvan via tel econference

VEVMBERS ABSENT
Al l menbers present
COMWM TTEE CALENDAR

I nteracti on between the Anchorage International Airport and the
Sur roundi ng Communi ty
HEARD

PREVI QUS COW TTEE ACTI ON
No previous action to report.
W TNESS REQ STER

CHRI STI NE KLEIN, Deputy Comm ssi oner and

Acting Airport Director

Ted Stevens Anchorage International Airport

Department of Transportation and Public Facilities

Anchor age, AK

POSI TI ON STATEMENT: Del i vered a Power Point presentation on the
Al aska International Airports System and responded to questions.

JOHN PARROT, Airport Manager

Ted Stevens Anchorage International Airport

Anchor age, AK

PCSI TI ON  STATEMENT: Provided information and responded to
guestions about the relationship between the Ted Stevens
Anchorage International Airport and the surroundi ng community.

LI SSA WRI GHT, Board Menber
Country Lane Estates Honeowners Associ ation
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Anchor age, AK
POSI TI ON STATEMENT: Asked for cooperation from the Anchorage
airport to reduce future inpact on the subdivision.

MERLE AKERS, representing hinself

Anchor age, AK

PCSI TI ON STATEMENT: Descri bed comunication problens with the
Anchorage airport and the public.

CECI LI A PREZI CSE, representing herself

Anchor age, AK

PCSI TI ON STATEMENT: Questioned how |low planes are allowed to
fly over residential areas.

HARRI ET DRUMMOND, Vi ce Chair

Anchorage Muni ci pal Assenbly

Anchor age, AK

PCSI TI ON  STATEMENT: Descri bed conmmunication problens between
t he Anchorage airport and the public.

CHRI S HABI CHT, representing hinself

Anchor age, AK

PCSI TI ON STATEMENT: Testified that the Anchorage airport needs
to expand its mssion statenment to accommopbdate comunity goal s.

MARK W GGE N, Board Menber

Turni gan Comrunity Counci |

Anchor age, AK

PCSI TI ON  STATEMENT: Questioned the efficacy of the public
process with respect to the Anchorage airport.

CATHY GLEASON, Board Menber

Tur ni gan Community Counci |

Anchor age, AK

PCOSI TI ON STATEMENT: Hi ghl i ghted conmuni cati on problens between
t he Anchorage airport and the conmunity.

DAVI D MCCARGO, representing hinsel f

Anchor age, AK

PCSI TI ON  STATEMENT: Testified about comunication problens
bet ween the Anchorage airport and the conmunity.

TYLER ROBI NSQN, Pl anni ng Depart nment

Muni ci pality of Anchorage
Anchor age, AK
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POSI TI ON  STATEMENT: Testified that the nunicipality is
undertaking the Wst Anchorage District Plan to address |ong-
st andi ng i ssues.

RUSS SI NGLETON, representing hinself

Anchor age, AK

POSI TI ON STATEMENT: Testified that in the past conmmunication
wi th the Anchorage airport has been poor.

LI NDA SWSS, representing herself

Anchor age, AK

PCSI TI ON  STATEMENT: Testified about di rect inmpacts to
homeowners related to devel opnent at the Anchorage airport.

KEI TH DAY, Controller

Al aska I nternational Airport System

Department of Transportation and Public Facilities

Anchor age, AK

POSI TI ON STATEMENT: Testified that the facility fee collected
by the airlines is not a true head tax.

ACTI ON NARRATI VE

1: 05:47 PM

CHAI R ALBERT KOOKESH called the Senate Transportation Standing
Commttee neeting to order at 1:05 p.m Senators Meyer, Davis,
Menard, Paskvan (via teleconference), and Kookesh were present
at the call to order. Representatives Buch, Doogan, and Hones
al so attended t he neeting.

| nt eracti on between the Anchorage International Airport and the
Surroundi ng Conmuni ty

1:06: 58 PM

CHAI R KOOKESH announced the business before the commttee is to
hear about how the Ted Stevens Anchorage International Airport
interacts with the surrounding conmunity. The admnistration

wil | del i ver a  Power Poi nt presentation on the Al aska
International Airport System legislators wll ask questions,
and the public will coment.

1:07: 48 PM

CHRI STINE  KLEI N, Deputy Comnmi ssi oner, and Acting Airport
Director, Ted St evens Anchor age | nt er nat i onal Ai rport,

Departnent of Transportation and Public Facilities, introduced
her team nenbers.
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M5. KLEIN inforned the committee that the Alaska Internationa

Airport System (AIAS) is an enterprise system It was
established in 1964 and is conprised of both the Fairbanks and
Anchorage airports. The Anchorage airport is state-owned and
operated, which is unusual in the airport industry. The system
was established to ensure that major state assets serve the
regions beyond the comunity hub. As hubs they play inportant
roles in the national transportation system Anchorage is the
nunber one cargo-landed-weight airport for North Anmerica and
nunber five in the world.

MS5. KLEIN described how the two airports supported one another
and helped to increase international air transportation between
the '60s and '80s. Initially nost of the business was from
i nternational passenger travel but that stopped abruptly in 1992
when Russian airspace opened. Fortunately for the airport, cargo
flights increased at about the sane tinme. That's when the
community began to see growmh in the northern part of the
airport. Over the past 15 years cargo traffic has been the
primary focus of the Anchorage airport.

1:14: 30 PM

MS. KLEIN displayed two line graphs to show the five-year trends
for the Alaska International Airport System for FY06-FY10. The
first graph shows conbined passenger and cargo certificated
maxi mum gross takeoff weight (CMGTW. This is where the ngjority
of the revenue conmes fromin the system In 2006 they started to
see fuel decreases, which is the first sign of <change in
aircraft weight and traffic. Cargo flattened and then began to
drop in 2007. In 2008 there was a 23 percent drop in the
conbi ned passenger and cargo traffic, which was conpounded by
the recession and high fuel costs. This was significant. Traffic
cane to a conplete stop in 2009 when the volcano spewed ash.
These trends are alarm ng. The second graph shows that over the
sanme period passenger enplanenents were relatively stable unti
May 2009 when they declined by 20 percent.

FYO9 saw a 23 percent or 10 mllion ton drop in conbined
car go/ passenger CMGTW which equates to a $2 nmillion loss for
March and April. On average revenue decreased $1.7 mllion.

Passenger enplanenents were relatively stable largely because
Al aska relies so heavily on aviation as a neans of travel.

1:18: 10 PM

M5. KLEIN highlighted that United Airlines pulled out of Al aska
in 2008, which resulted in a loss of 35 jobs to the comunity.
Delta and Northwest airlines have nerged nmeani ng that Northwest
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will cease doing business in Alaska. Delta reduced passenger
service to Fairbanks altogether. This has resulted in layoffs in
ground support at the airport. AIAS has had a hiring freeze for
nore than two years, which prevented sone |arge layoffs. Last
spring there were 9 layoffs and 55 positions are currently
vacant. The Al AS budget has been reduced by seven percent over
the last two years. This situation has been difficult but AlIAS
is doing better than nost Lower 48 airports.

1:20: 59 PM
Bright spots for the Anchorage airport include:
* Adding three new international cargo carriers: Yangtze
Ri ver Express, Geat Wall, and Quantas.
e« Air carriers and their signatory board have approved
i npl ementation of the first incentive program to increase
Asia Pacific passenger service to Alaska. China Airlines
now offers four weekly flights between Anchorage and
Tai pei
« Japan Airlines offers three nore flights than in 2008.
* Being a top perforner in concession sales.

1: 22: 23 PM
REPRESENTATI VE HOLMES asked what formthe incentives take.

MS. KLEIN explained that up to $1 mllion in rates and fees are
wai ved once an airline has net its contractual obligations. That
program started in either June or July. Oher changes include
addi ng McDonal ds as a concessionaire and opening the new A and B
concour se on Novenber 1.

M5. KLEIN said they are nobst proud that after a three year
hol dover, the airlines have conmtted to a new operating
agreenent. It was signed in February and adds five nore air
carriers that are commtted to funding airport operating and
capital costs for the next five years. The new agreenent focused
on a business nodel approach where air «carriers, airport
tenants, and other wusers pay for what they wuse. It is nore
equitable. Also, nore accountability has been instituted on
projects and capital prograns. There is a commtnment to be nore
conpetitive. It was a strong show of support for the AIAS to
sign the operating agreenent at the worst tine in the aviation
i ndustry's history.

The capital inprovenent program (CIP) for the next five years is
a nodest $177.4 mllion. Mst projects have been deferred or
canceled due to a lack of funds and high debt. The priorities
are to mmintain the existing system and renovate existing
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runways and facilities. A fourth runway is not on the five-year
hori zon.

1:26:19 PM

M5. KLEIN pointed out that the state operated Anchorage airport
is part of the national priority system of international
airports. It is located within the Miunicipality of Anchorage and
is under conplex federal regulation. Developers have raised the
concern that adding nore processes mght drive away their
business. In the last year and a half there were no bids on
three opportunities, but that nay be due to the weak econony.

Mar keti ng pl ans incl ude:

e Discussions wth a FEuropean carrier for year - round
international passenger service and with three donmestic
carriers for passenger service. They are waiting for the
econony to inprove.

e Marketing partnerships with |ocal convention and visitor
bur eaus, econom c devel opnent corporations, and ot hers.

« Participation at both the Bei jing and Hong Kong
i nternational cargo conferences and trade shows.

VB. KLEIN naned the nenbers of the marketing team and
hi ghlighted that even though this is a state enterprise system
it is also a business that is required to operate |ike one.

1:29:21 PM

IVS. KLEIN said the Anchorage airport conmunications plan
i nvol ves keeping the public updated on airport activities and
devel opnments. This includes:

e Developing an airport master plan. This is a huge public
process that is wusually done every five years and is
ongoi ng for several years. In 2002 the last official nmaster
plan was done and it included 52 public neetings. In 2006
the airport worked on a new master plan for 16 nonths; 67
public nmeetings were held and five newsletters were issued
before the process was term nated |ast fall.

e Construction neetings. These are held at |east once a year,
but runway extensions and renovation projects require
addi ti onal neetings.

* Serving on boards and conm ssions. She and the airport
manager regularly participate.

* Holding quarterly stakeholder nmeetings wth conmunity
nmenbers. The | ast neeting was held two weeks ago.

e Meeting with community councils to give updates on projects
that mght inpact the comunity. The three adjacent
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comunities are Turnigan, Spenard, and Sand Lake. "I
typically have soneone from the airport also attend to
answer question or give updates and briefings."

e Tenant wupdates are required if a developnent is planned.
This is required on top of the city's building permt
process.

e Environnental and noise nmnagers actively participate and
nmonitor the airport noise hotline.

1:32:04 PM

M5. KLEIN said the airport's economc inpact to the |ocal
comunity is nmore than 18,000 jobs and $562 mllion in direct
annual payroll. The statewi de aviation inpact is one in ten jobs
t hroughout the state and $3.5 billion or eight percent of the
gross state product (GSP)

The top priority in planning for the future is to keep the
current aviation businesses. The Anchorage airport is an
econonm c engine and as such it has to be conpetitive, which
means holding rates and fees stable. They've done that for two
years despite the economic downturn. The Fairbanks airport is
part of what nakes the AIAS conpetitive so traffic isn't |ost
during another volcano eruption. There is also an effort to
establish alliances with other airports and to be cooperative
and wel cone to new busi nesses.

In closing Ms. Klein said the Anchorage airport takes seriously

its commtnment for responsible developnent. "W do feel we
operate in an open and transparent environnent with all the
nmeetings that we've held. .. W hope and trust that we can

continue to neet wth our neighbors and keep them inforned
despite the many cuts that we have nade."

1: 36: 38 PM
JOHN PARROT, Airport Mnager, Ted Stevens International Airport,
Anchorage, read the following into the record:

The question being asked today is, 'Wat kind of
nei ghbor is the Ted Stevens Anchorage |International
Airport?" At over 4,600 acres one answer would be,
"Big.'" Despite the size of the airport and the

potential to act Ilike the proverbial 800 pound
gorilla, airport rmanagenent believes we have a
responsibility to nanage the airport and its

devel opnment in an efficient, effective, sustainable,
and responsible manner. As a generator of noise,
exhaust, and lots and lots of jobs, we continually
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strive to balance airport developnent to neet the
needs of our tenants and custoners with the desire to
mnimze negati ve I npact on t he surroundi ng
comunities.

Clearly, if one takes an absolute approach, the
airport will never be successful. If we develop blind
to the wishes of the community, we would be at fault.
If we abdicate control of the airport to a vocal
mnority that wants to oppose devel opnent, we would be
at fault and in violation of our understanding of the
FAA grant assurances.

What has the airport done in the past to attenpt to
communicate with the surrounding comunities? During
the past two master planning efforts, over 100 public
meetings were held attenpting to solicit public
opi nions, public input, and to inform them of possible
future devel opnent.

Most significant projects at the airport require a

NEPA process t hat i ncl udes required public
i nvol venent. One recent exanple where this has been
very successful, in our opinion, is the wupcomng
seven-right extension. Thanks to active engagenent by
the recreational wusers of the area that wll be

i npacted, conprom ses have been reached that neet the
needs of the airport as well as mnimze the negative
inmpact to the trail system - and in sone areas even
potentially inproved the trails. This appears to have
truly been a win-win project.

Qutside of these required efforts, the airport hosts a
construction preview for the public each spring. Wile
the enphasis in the past has been on projects to be
constructed in the wupcomng sumer, we heard the
public asking us to give them a |onger range preview.
So we have now begun previewing projects that wll
happen in the next one to two to three years to give
them nore warning and heads-up. Unfortunately,
attendance at these neetings has been very, very |ow
and | would wel cone suggestions as to how to make them
nore useful and nore informative.

The airport.staff regularly attends the Sand Lake,

Turnigan, and Spenard comunity council neetings.
Wile we do not attenpt to attend each and every
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neeting, we do ask to be put on the agenda when we
feel there is sone activity at the airport that should
be explained or if there are questions and concerns
from the conmmunity council nenbers. W also use emai
to conmunicate with the community councils as well as
i ndi vi dual community nenbers whenever we are queri ed.

A year or so ago, at the request of the Sand Lake

Community Council president, we participated in a
focus group to drill down deeper into inproving
communi cations with that comunity council. That has

since been term nated. W have offered to continue the
effort but the current Sand Lake Comunity Counci
president has infornmed wus he doesn't feel it's
necessary.

This sumer we net with city |eaders and discussed
comuni cati on Wi th t he surroundi ng comunities.
Assenbl yman C anman proposed another attenpt at a focus
group involving all three of the community councils
surrounding the airport. W gladly agreed and the
first nmeeting of that group was held on Septenber 23,
this week.

Finally, as we examne the role of the airport in the
cormmunity | would ask that you not only consider the
i mpact of the airport on the Sand Lake, Spenard, and
Turnigan comunities, but also on the Hillside,
Fairview, and Mowunt View - and other conmunities in
Anchorage where residents live who depend on their
jobs at the airport. That job inpact extends to
G rdwod, Wasilla, and Palner. The inpact of the
airport doesn't stop there. By providing the needed
infrastructure, the airport allows goods and people to
access rural Alaska. The inpact of this airport is

felt in Bethel, Aniak, and Emmonak - and throughout
Al aska. The needs of those Al askans should also be
considered when it comes to possible airport

devel opnent .

In conclusion, the airport fully recognizes that we
have a responsibility to take the input from and
seriously consider needs and desires of the conmunity.
We ask the community to consider that the airport also
has other responsibilities and work with us to try to
reach solutions that are acceptable to all even if
they don't satisfy anyone. Sadly, that is the nature
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of conpronise. If anyone has any suggestions as to how
we can better engage the conmunity, | would welcone
them O if you have any question | would be happy to
try to answer them

1:41:14 PM
CHAIR KOOKESH recognized that Representative G uenberg had
joined the neeting.

SENATOR MEYER, noting that the airport receives lots of federa
noney, asked how nuch influence the federal governnment has over
airport operations. He also asked if the airport was eligible
for any stinulus funds.

M5. KLEIN replied the federal government is involved in nearly
all airport projects. The FAA has to approve the airport nmaster
plan and any planned developnent at the airport has to be
approved through that process. Once a project is in the master

plan, it can receive funding if it qualifies. The -current
formul a has about 95 percent federal funding with a 5 percent
state match for international. If it's a qualifying project the

5 percent is paid for by the airlines.

Under the stinulus program projects had to be shovel -ready and
you couldn't have applied or been in the process of applying for
ot her federal grants. Another early criterion was that a project
had to be in an econom cally disadvantaged comunity. Neither
Anchorage nor Fairbanks was considered disadvantaged, but they
did qualify for two projects. In Anchorage that was a $3 nmillion
repavi ng project.

SENATOR MEYER said his reason for asking is that the airport is
in a tough spot because it has to appease local, state, and
f eder al concerns. He noted that he represents southeast
Anchorage and there aren't too many conplaints unless the east
west runway is used. He asked if the airport will take over the
area vacated when Kulis Air National Guard pulls out.

MR. PARROT explained that when Kulis Air National Guard vacates
the base at the end of FY11l under the base realignhnment and
closure (BRAC), the Departnent of Defense wll termnate its
| ease with the state and about 135 acres will conme back into the
airport inventory. The airport is currently initiating a mni
master plan to determne the needs for that property. Respondi ng
to a question about involving community councils in the process,
he said there is a significant public process in the study and
in inmplenmenting the recommendations for use of the property.
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SENATOR MEYER said he represented the Spenard community when he
served on the Anchorage assenbly and the airport was always good
about keepi ng everyone i nforned.

1:46: 09 PM

REPRESENTATI VE BUCH said he noticed that in this |ast budget the
airport received "the biggest chunk of change.” He asked if nost
of the noney was wused for capital projects such as the
i nprovenents that were nentioned. He noted that M. Kl ein has
been available and tried to accombdate conmmunication requests
and he appreciates this cooperation.

M5. KLEIN explained that in the last legislative session there
were two changes in the AIAS program On the capital side there
was authorization for the airport to accept federal noney for
the runway rehabilitation. The majority of the noney was
federal. The second item was a $3.1 mllion line reduction in
the operating budget. That was done as a commtnent to the
airlines to be nore cost effective. This wouldn't normally be
done through the legislative process but it was done that way to
show transparency and to denonstrate that the airport took their
cormments seriously. She added that this is not general fund
nmoney. The airport is run on private noney comng from the
airlines through rates and fees. "There is no general fund noney
in this operation.”

1:49: 23 PM

REPRESENTATIVE BUCH noted that the last 20-year plan was
conpleted in 2002 so the airport is several years behind in
doing a 5-year revision. He asked for a progress report on the
20-year plan and said he wants to be part of the new focus group
so he can keep his constituency updat ed.

M5. KLEIN explained that the nmaster plan that was started in
2006 was very controversial on one issue and she had little
option but to term nate the process. That effort was turned into
a report. As the econony turns around, they hope to restart the
process and get better data on growh projections and capacity.
Many of the questions related to whether or not those
calculations were <credible and reflected changing world
conditions. This is a cooling off period before restarting the
process. Master plans are time consuming and costly and |ots of
different groups want to take part. "That is typically why
master plans in this comunity for this airport have taken much
|l onger than the b5-year period.” Until this l|ast one, naster
plans for this airport have historically taken from 6-10 years.
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That tells us that there shouldn't be too nmany surprises in the
future master plan. FAA is supportive of restarting the process
but agrees that it's a good idea to wait.

1:54: 05 PM
REPRESENTATIVE BUCH said he's looking for a tineframe for
starting.

MS. KLEIN said they conmtted in the operating agreenent to do a
system plan before restarting the master plan. The airlines said
that the capacity and growth capacity of the Fairbanks airport
hadn't been considered so they wll 1look at that before
restarting calculations. She estinmated that probably wll be
within two years.

REPRESENTATI VE BUCH asked if he can tell the community that the
airport is looking to "rebuild, restructure, and recommt to a
comuni cations plan that wll also involve the surrounding
conmunities within tw years."

1:56: 32 PM
MR. PARROT said the airport has always been conmtted to a
comuni cations plan. He continued to say:

These communication efforts take place on a nunber of
different levels. There wll be a master planning
public involvenent process initiated within tw years
as part of the master plan effort. W fully intend to
continue attending the community council neetings when
requested or when we believe we have a need. And we

will continue having public informative neetings and
public input neetings on specific projects along the
way. | wouldn't want the inpression to be that we're
not going to do anything until we start the next

master plan. W intend to continue to try to inprove
communi cations consistently up to and through that
process.

REPRESENTATI VE BUCH said he wants to nmake sure that Director
Klein can wear all the hats she's undertaken to wear in order to
pronote the industry. If you need nore help and that can be
substantiated fiscally, I want to support that, he said.

M5. KLEIN said she appreciates his concern and she undertook the

j ob because of the support and encouragenent she has received
Al so, she has a top notch and very conmmtted team that works
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|l ong hours with great passion. "I think that we can carry on and
meet our core mssion." Inthe long runit's well worth it.

1:59: 52 PM

SENATOR MENARD asked if there had been any conversations about
increasing traffic to and from the Palnmer airport. She also
asked if realtors have been invited to weigh in on the airport
mast er pl an.

M5. KLEIN pointed out that neither of the two Palner-area
airports is state operated, but she does try to help whenever
possi ble. She can't speak to whether the airport would be a
destination or hub because that's an airline decision, but it is
conceivable if there is enough traffic. She noted that a couple
of cargo air carriers oriented to the Bush |eft Anchorage to
operate out of Pal ner.

SENATOR MENARD asked if the state has considered buying the
Pal mer airport.

M5. KLEIN replied she usually tries to give airports back to
communities. Ketchikan is an exanple of a state-owned airport
that is operated by the Cty of Ketchikan. Typically airports
aren't profitable and communities wusually don't want to take
them on unless there is a lot of traffic. Responding to a
statenent that they do provide jobs, she said sone conmunities
try to get airports for just that reason

2: 04:58 PM

SENATOR MENARD asked if Boeing 737s land at the Dutch Harbor
airport. She surmsed that the runway is about 4,000 feet in
| engt h.

M5. KLEIN said jet aircraft at one tine landed there so it would
have to be at least 4,000 feet. She offered to neet with the
Pal mer airport manager.

SENATOR DAVIS asked her to go over the agreenment with the
signatory airlines because she is unclear about the process for
the public to know what is going on.

M5. KLEIN explained that airports are public facilities that are
funded entirely by the rates and fees charged to the airlines
that use the airport. It is a unique enterprise business where
the airlines sign an operating agreenent that |ays out how they
will be charged from year-to-year. By federal Ilaw, airports
aren't allowed to nmake a profit; all the funds that are
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generated have to go into airport operations. The operating
agreenent is what guarantees the airport is able to operate.
Wt hout that agreenment airports can go significantly in the red.
When that happens, state or |ocal governnent has to bail them
out or they lose the service. The enterprise here has been very
self sufficient and growing. 26 airlines have signed the
operating agreenent to pay airport costs for a five-year term
under certain conditions.

SENATOR DAVI S asked what nine positions were cut and the inpact
those cuts have had on airport operations. She also asked if the
decision to cut the positions was based totally on input from
the airlines.

M5. KLEIN said no; the cuts were based on last year's $22
mllion deficit that had to be balanced by year end. Wen
traffic changes, revenue drops and the airport is challenged
with balancing the deficit w thout causing rates to skyrocket.
Wen rates go up too fast it drives aircraft away. It's a
dynam c process of |ooking at rates and fees, the traffic, the
cargo, the nunber of enplanenments, and revenue comng in from
concessions. She and the controller rebalance and recalculate
every week. Although there's opportunity to make adjustnents
several times a year, doing so creates upset to businesses if
they haven't been infornmed. | think we've created a stable
busi ness environnment because we haven't seen severe drops, she
said. W've followed the trend except during the Mpunt Redoubt
eruption. The ash lasted a week but it took six weeks for cargo
to return to the airport. That's not a good sign since that's
where a mpjority of the revenue conmes from

2:14: 20 PM
SENATOR DAVIS recalled reading that Anchorage has sonme of the
| onest | anding fees of any airport.

MR. PARROT said the airport markets itself in a good Iight
There was a recent report that said that per passenger mle,
tickets in and out of Anchorage are the |owest anbng major
cities. "Qoviously wth the distance of the flights, per mle
our tickets are fairly cheap,"” he added.

REPRESENTATI VE GRUENBERG asked if the 7R/ 25L runway extension

and rehabilitation would encroach to the east on Conner's Bog
and the dog park.
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UNI DENTI FI ED SPEAKER said the southern east-west runway wll be
resurfaced over two construction seasons and (indecipherable)
end will be extended 1,500 feet.

REPRESENTATI VE GRUENBERG referenced a letter from John Fletcher
related to the expansion at Lake Hood and asked if that is
wi thin the purview of the discussion today.

VR. PARROT summarized that M. Fl etcher recommended an
additional 4,000 foot paved runway for the Lake Hood seapl ane
base complex during the Lake Hood master planning effort. That
was discussed at length in technical neetings, but it did not
make the list of reconmended inprovenents to Lake Hood. M.
Fl etcher continues to advocate for that as an inportant safety
i mprovenent .

REPRESENTATI VE GRUENBERG said he would follow up after the
neeti ng.

REPRESENTATI VE HOLMES nentioned Lake Hood and Lake Spenard and
noted that the Anchorage airport property includes probably the
busi est seaplane lake in the world. She asked what the airport
sees as the opportunities and challenges of having those two
| akes in their inventory.

2:18:49 PM

MR. PARROT said it's a challenge and an opportunity to have the
busi est seaplane basin in the world in the center of the |argest
city in the state. This is an outstanding opportunity for people
to fly in and out of Anchorage on floats, wheels, or skis. If an
i nstrunment approach is needed on wheels Anchorage internationa
airport is available. There is a connecting taxiway. Also, it
provides an incredible recreational opportunity to wal k around
and look at all the airplanes. Finding a way for this to occur
in a safe and responsi bl e manner is an ongoi ng process.

SENATOR PASKVAN asked if there is a projection within the next
five years to return to previous cargo tonnage |evels. He noted
that the current |evels have had a significant inpact upon the
railroad with respect to transportation of jet fuel. Al so, he
under stands that Anchorage airport is purchasing jet fuel out of
Si ngapore and questions how that conpares to a gallon of jet
fuel from Al aska.

2:21: 16 PM

VB. KLEIN replied maintaining air traffic is inportant
particularly in the current downturn. The airport has an
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operating agreenent and it has kept rates and fees conpetitive
Now the airport is trying to ensure that carriers and their sub-
busi nesses feel welconme. They are also working to ensure that
the Fairbanks airport has the infrastructure to better handle
cargo. To that end three hard stands were constructed |ast fal
to accomodate cargo aircraft when they divert [from the
Anchorage airport]. [During the volcano eruption] sone FedEx and
UPS flights diverted to Fairbanks but one of the |argest
airlines didn't realize that Fairbanks was an alternate. They
lost nost of their profit when they diverted to Seattle. The
vice-president of that international carrier has since toured
both airports and understands that aircraft can divert to
Fai rbanks when there is a problem with Anchorage. In the past
the airport hasn't fornmed alliances wth other airports | ooking
at transloading capabilities. Now they are trying to natch
international and domestic carriers to increase their networks.
In the |last two nonths passenger and cargo traffic in China has
increased 16 percent. That is a positive sign and hopefully
their recovery will affect Al aska.

MS. KLEIN said she can't speak to the fueling issue because it's
the airlines that purchase fuel. They do that in a nunber of
ways including; a consortium Flint Hlls, Tesoro, and Valdez in
the past. She suggested that an airline could better speak to
t hat i ssue.

2:24: 44 PM
CHAI R KOOKESH opened public testinony.

LI SSA WRI GHT, Board Menber, Country Lane Estates Honeowners
Associ ation, Anchorage, on behalf of the 44 honmeowners in the
subdi vi sion, asked the airport work with the neighborhood to
design future development to mnimze additional negati ve
inpacts on the neighborhood. This wll nean sone economc
sacrifice. For exanple, if the airport does not develop lots
right up to the Raspberry Road fence in the proposed south
ai rpark access road and | ot developnent, it would nmaintain the
character of the road and provide the nei ghborhood a nuch needed
sound, and visual buffer.

2:27:37 PM

MERLE AKERS, representing hinself, Anchorage, said he apparently
is not a stakeholder even though he lives next to the airport
and has had a plane there for 50 years. The primary problemw th
the airport is that there is no forum for the general public to
sit in the airport neetings and learn what's going on. He's
never allowed to testify. The question that hasn't been asked
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today is who participated in the negotiations for the consortium
contract. "You need to know who those folks are,” he said. The
consortium airlines will demand that the airport system change
the rates and other things that affect the people that use not
only the Anchorage international airport but also the other 200
and sone airports in the state. He recommended that the
Legislature establish an airport board to oversee airport
operations. He cited exanples of contracts at Lake Hood and Lake
Spenard to denonstrate that the airport doesn't pay attention to
public input. Finally, he said the state frequently closes Lake
Hood, which affects control of the tower and nmakes it difficult

to get clearance to land or take off. Merrill Field is run by
the city of Anchorage and it hasn't closed in 30 years. To
resolve the problens you'll hear about today, the Legislature
needs to take control and ensure that there's a forum for the
public to participate. Responding to a question from
Representative Buch, he pinpointed his property on the map and
noted that he is repr esent ed by  Senat or French and

Represent ati ve Hol nes.

2:40: 19 PM

CECI LI A PREZIOSE, representing herself, said she has been a
homeowner in the Wndernere subdivision for about 18 years and
has noticed a change in flight patterns. Now the jets fly so | ow
that she can recognize the people on board. There's a noise and
safety issue here, she said. "The days of Anchorage and Al aska
bei ng 'Yahoo, WId Wst.' are gone." Flights from Lake Hood are
nore nunerous than the junbo jets and they need to fly at |east
1,000 feet above hones. Responding to a question from
Representative Doogan, she agreed that they live at about the
sanme | atitude.

2:45: 50 PM
HARRI ET DRUMVOND, Vice Chair, Anchorage Minicipal Assenbly, said
she represents roughly 50,000 west Anchorage citizens. It's a

huge district. She said the Anchorage international airport has
nearly a pernmanent spot on the agendas of Sand Lake and Turni gan
community councils and often is on the agenda of the Spenard
Community Council. It's such an issue in the Sand Lake area that
that community council created a separate conmittee to get to
keep the airport from occupying every neeting. The Anchorage
international airport inpacts a huge portion of west Anchorage
and the residents are clearly frustrated.

Most people understand that the airport operates from revenue

generated by the industry and everyone who travels appreciates
t he convenience of having a nodern airport in the neighborhood.
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There is no question that the airport is an inportant driver in
t he Anchorage econony. However, the airport is a neighbor and as
it expands to its boundaries, it's increasingly inportant for
all the neighbors to work together. The airport occupies center
stage in the west Anchorage district plan that is underway. Once
that is conplete, zoning and devel opnent issues can be addressed
and clarified in the new land wuse regulations that wll
i npl ement the Anchorage 2020 Conprehensive Plan. However, it's
been wvirtually inpossible for airport neighbors to have any
input on the airport devel opnent plans. Airport representatives
visit community councils and announce their intentions wthout
really asking for input. Everyone recalls the disaster that
met hod of public communication became last year wth the
announcenent of a new north-south runway. The signatory airlines
refused to support the runway and the previous airport director
subsequent |y departed.

Everyone is well aware of the current econom c downturn and the
i mpact of nature's power. It's a quieter period at the airport
and she sees it as an opportunity to inprove comrunication
between the airport and its neighbors. To this end, Assenbl yman
Claman has suggested quarterly conmunication neetings for the
airport and the neighboring comunity councils. M. Drunmond
clarified that these would not be focus groups. They are
intended to facilitate the conmunication process but it's
difficult to do that wthout help. She advised that the west
Anchorage district planners will hold an initial public neeting
on Cctober 8. They wll present the issues and opportunities
regarding the airport and west Anchorage as well as issues of
housing, town centers, circulation, and transit. The public
review draft of the plan wll be out by year end and wll
include a sunmary of the neighborhood and airport conflicts. |
hope the planning process leads to nore open and early
communi cation with the airport, she said.

M5. DRUVMOND added that she was shocked to hear there has never
been a system plan for the Anchorage and Fairbanks airports. The
previous airport director told her that Anchorage revenues
support the Fairbanks airport. If that is the case, then perhaps
some of the cargo should go to the Fairbanks airport.

2:52:26 PM
CHRI' S HABI CHT, representing hinself, said he is a nenber of the
Turnigan Comunity Council and has lived in the area for 17

years. He said the airport has done a great job in followng its
m ssion statenent. He stated it as foll ows:
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The mission of the Ted Stevens International Airport
is to safely, effectively, efficiently operate and
mai nt ai n t he ai rport consi st ent W th federa
regul atory requirenents, hi gh cust oner service
standards, sensitivity to user needs, and awareness of
community goal s.

MR.  HABI CHT enphasized the phrase, "awareness of community
goal s" and highlighted the fact that there is no nention of
i ncorporating comunity goals into plans unless it doesn't cost
anyt hing. For exanple, when the north-south runway expansion was
proposed the airport provided lots of outreach and took in
comments from the public. In early 2000 the tonnage in and out
of the airport was projected to increase, but by the tinme the
runway project was noving forward the econony had slowed.
Sonmeone asked if the projections had been reevaluated and the
ai rport never provided a satisfactory answer. As it turned out,
the air carriers also felt that the airport needed to adjust
their projections and didn't support the runway expansion. This
shows that the community provided input, but it didn't appear to
be utilized by the airport. "My feeling is that the mssion
statement for the airport really needs to change to include the
comunity goals in the decision-making process, not just being
aware," he said

2:56: 10 PM

MARK WGAE N, Board Menber, Turnigan Community Council, said he
has lived in the Turni gan nei ghborhood for eight years. He hopes
to shed light on one of the npbst critical issue facing Turnigan
residents, which is the efficacy of the public process. The
airport does seem to engage in sone sort of a public process

but the issue is what happens to the information. As a nenber of
the advisory commttee on the cancelled fourth runway project he
was initially excited to be part of the process. Wthin six
nmonths or a year he realized he was wasting his time and didn't
attend the last neetings. The previous airport admnistration
rolled out the fourth runway project amd great fanfare only to
have the airlines read a letter opposing the project. There was
a lot of time, effort, and noney spent needlessly on that
project. He expressed hope that this hearing, legislative
engagenent, and work by the new airport admnistration wll
result in never again spending so nuch noney on such a flawed
and damaged process. It's an excellent exanple of what not to
do.

3:00: 31 PM
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CATHY GLEASON, Board Menber, Turnigan Community Council, said
she has lived in the Turnigan and west Anchorage area for 27
years. She expressed the hope that this hearing is just the
first step in the dialog with the Legislature regarding airport
and community matters. One of the nobst inportant points she and
others want to make is that there are flaws with the current
public participation process. To their credit, the airport has
i mproved communication with the public over the |ast several
years. They have not hesitated to attend community counci
nmeetings to present devel opnent plans or give updates. That is
appreciated. The issue is not that the airport doesn't follow
public process requirenments. The issue is that the airport
handl es public input very inadequately and that there is nothing
that requires it to objectively evaluate or incorporate
nmeani ngful public input. Wat typically happens is that they
tell the public what they intend to do and, as a formality, ask
for input. Once the public provides input, the airport spends
time and noney defending their original position and plan rather
than listening to and being responsive to the feedback.

M5. GLEASON said an exanple of the airport ignoring overwhel m ng
public opposition was when it applied to the Arnmy Corps of
Engi neers for a 10-year wetland permt to fill nore than 240
acres in Turnigan and Postmark bogs. Despite overwhel m ng
opposition due to environnental and subsequent high devel opnent
i npacts, the airport noved forward and the permt was approved.
The permit was revoked only after a |lawsuit was filed and it was
di scovered that the airport underestimated air pollution
em ssion levels in the application. A nore recent exanple is
when the airport proceeded with plans to build the second north-
south runway despite continuing public opposition and questions
of economic viability and necessity by airport tenants. Anmong
ot her inpacts, that project would have destroyed a 190 acre park
west of the airport and put an enornous anount of fill in the
tidal area at the northern end of the Anchorage Coastal WIldlife
Refuge. It was only the econom c downturn and fear of increased
user fees by signatory airlines that put a stop to that project.
Al public input was ignored. Over the years the council has
provided input on the long-running inpacts to the residential
area and nearby recreational facilities. Rarely has this input
resulted in adequate resol ution of problens.

M5. GLEASON asked the Legislature to becone nore involved,
provide nore oversight, and if necessary intervene in airport
operations and devel opnment because the current process isn't
wor ki ng.
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REPRESENTATI VE DOOGAN asked if problens with the airport have
i nproved since the previous airport director was repl aced.

M5. GLEASON nentioned the continued air and ground noise at her
house and said the inpacts are and have been so high that even
though traffic is reported to have dropped, there is no tangible
evidence that issues have been resolved. She added that the
master planning process has stopped, the weconony is in a
downturn, and the airport isn't proceeding wth major capital
projects so it is a quieter time. She agreed with Assenbl ywonan
Drummond that now is the tine to address sone of these

| ongstanding issues because they still exist. Responding to
further questions, she said it's too early to tell how things
will go with the new adm ni stration.

REPRESENTATI VE DOOGAN explained that he's trying to judge
whet her things are getting better, are about the sane, or are
getting worse since the airport adm nistration changed.

3:11:11 PM

DAVID MCCARGO, representing hinself, said he's had a lot of
interface with the airport in the 30 years he's lived in the
ai rport nei ghborhood. Today he is addressing the traffic issue.
It is just as inportant as noise. The traffic patterns on
I nternational Boul evard have becone a dangerous issue and from
his subdivision there is alnmpbst no safe egress. It's alnost
i mpossible to find resolution on this type of issue.

Another issue that is rarely addressed is the pollution that
comes from the airport because it is basically exenpt from the
Clean Ar Act. It's well and fine that the airport is an
econoni ¢ engine for Anchorage, but it won't do a lot of good if
peopl e are dead because of increased air pollution, he said. He
showed a sanple of a one-nonth accumul ation of what he scraped
from his car wndshield when it was parked near the airport.
Statistically this is neaningless, but this is what we, as
ai rport nei ghbors, face, he said.

3:16: 16 PM

TYLER ROBI NSON, Planning Departnent, Minicipality of Anchorage

said the nunicipality 1is currently wundertaking the West
Anchorage District Plan to address |ong-standing issues. The
airport staff is participating and has been very accomobdati ng.

The district plan will look at |and-use issues and use FAA
planning materials to see how other jurisdictions deal wth
airports that are in close proximty to residential and non
industrial areas. The idea is to find tools to use to allow
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continued airport developnent and also respect and protect
nei ghbor hoods. The municipality is aware of what's going on and
views itself as a partner with the comunity, the state, the
Legi slature and the airport, he said.

REPRESENTATI VE DOOGAN asked the boundaries of the planning area.

MR. ROBINSON replied, "Roughly [it] goes down towards D anond
basically works its way back up Mnnesota on the eastern
boundary, follows Spenard Road up to Chester Creek." The area is
fairly large and although the airport is a central focus of the
pl an, other issues are at play as well.

3:19: 04 PM

RUSS SINGLETON, representing hinself, said he lives in the
Turnigan area and he wants to go on record supporting what the
Turni gan Council has said. Communi cation was extrenely bad prior
to Ms. Klein's tenure. Noise has always been an issue and in the
past small plane traffic was not factored in. Those engines are
the very noisiest when they're clinbing and it's deafening when
they fly over the house. The |ack of comunication has been nost
annoying and if we can inprove that perhaps we can find better
results, he said.

3:20: 47 PM

LI NDA SWSS, representing herself, said she lives off Raspberry
Road and is directly inpacted by airport devel opnent. She becane
concerned when she saw that the south airpark access road
devel opnent was noving forward w thout incorporating proper
public review She noted that she has never received any
comuni cation fromthe community council so there is obviously a
communi cation gap with the council itself. She nentioned the
di scontinued master plan and said it doesn't make sense to
pi eceneal airport devel opnent. She believes: the airport should
assess what will go into the airport inventory when Kulis Ar
Force Base closes before proposing additional developnent; the
West Anchorage District Plan should be devel oped in concert with
the master plan, not separately; the south airpark access road
shoul d be delayed until a better public process is defined and a
conpr ehensi ve devel opment plan is witten; and the conmunity and
all user groups should be included in a neaningful way ensuring
that they receive correct and tinely information.

CHAI R KOOKESH asked Ms. Klein to provide closing coments.

3:24:48 PM
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M5. KLEIN thanked the commttee for holding the nmeeting and for
inviting House nenbers; it is nmuch nore efficient for her to
nmeet with both at the sane tinme. She said she noticed that a | ot
of the issues were about past projects. She appreciates the
comments and would note that public comments are inportant and
they sonetinmes have changed projects. Everyone mght not get
what they want but the airport does at tines try to find
conpromse. "And we w Il hopefully do a better job of that in
the future." Environnmental issues were raised and she wants to
remnd everyone that the Anchorage airport has national
envi ronmental and operational awards for being proactive in sone
ar eas.

Finally, there mght be sone m sunderstanding about the master
plan process and how it works. She explained that the 2002
master plan is the official FAA recognized and accepted
docunent. That is what the airport is using and will continue to
use until there is a new plan. She nentioned the forth runway
issue and said that was one of several alternatives under
consideration. That's what a master plan is about; it |ooks at
various alternatives as possibilities. "I don't want people to
| ose perspective of that. It is off the table but I do want to
recogni ze that and that the naster plan is the best place to get
those comments docunented so we can |ook at changes that are
nost conpatible with our airport and community.” W | ook forward
to that continuing dialog, she said.

SENATOR DAVI S asked if she intends to address the coments that
were made regarding snmall planes.

MS. KLEIN said Lake Hood and Lake Spenard are an inportant part
of the airport that doesn't really pay for itself or help the
| arger operation. For that reason there are m xed feelings about
whet her or not Lake Hood should even be at the airport. It's a
controversial issue for sonme admnistrations. Her view is that
it's an inportant part of the airport history and it's an
inmportant tie to the rest of Alaska. W shouldn't forget about
it or send it to other parts of the state. W're trying to make
it work, but it's a challenge. Lake Spenard has honeowners and
there's a history of people wal king around and using the |ake
recreationally. "W're trying to also enable that to continue

rather than just fencing it off like Mrrill Airfield and not
allowing the people to use it." W have to recogni ze that nobody
will be perfectly happy but we'll try to find mddle ground.

That's what we've done for the | ast 22 nonths, she said.
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SENATOR MEYER noted that passenger enplanenents are down 4
percent for the year while tourism says business is down 20-30
percent. He asked if you could conclude from that that nost of
t he passengers are business or famly travel rather than touri st
travel

M5. KLEIN said not necessarily; Alaska probably hasn't seen the
decreases that other states have seen because of its dependence
on aircraft.

SENATOR MEYER asked if you could conclude that the 20-30 percent
drop in hotel business reflects a drop in cruise ship travel and
not so nuch a drop in air travel

M5. KLEIN said the four percent drop is for FY09 and this is
FY10. Passenger enplanenents have been down significantly the
| ast several nonths and have been linked to the drop in tourism

SENATOR MENARD asked Ms. Klein to take a | ook at Point MKinsey.
It has the sane capacity as the Denver airport at 16,000 feet.

M5. KLEIN said there are developers who are interested in that
and she is too; it wuld have a drastic affect on Anchorage.

REPRESENTATI VE GRUENBERG asked if Anchorage international
airport puts a head tax or fee on passengers.

M5. KLEIN replied there is a passenger facility charge at both
the Anchorage and Fairbanks airports. It's allowed through the
FAA and the airport is reinbursed.

REPRESENTATI VE CGRUENBERG asked if it's a federal or state tax.
He added that his reason for asking is that the House judiciary
commttee is currently looking at the constitutionality of the
state head tax on cruise |ine passengers.

MS. KLEIN deferred to M. Day.

3:34: 44 PM

KEI TH DAY, Controller, Alaska International Airport System
Department of Transportation and Public Facilities (DOTPF), said
it's a federal law that allows the inplenentation of a per
passenger facility charge that is collected by the airlines when
a ticket is sold. It is neither a federal tax nor a true head
tax but it works as such.
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REPRESENTATI VE GRUENBERG described it as a state tax that's
per m ssi bl e under federal |aw.

MR. DAY replied he would not call it a state tax because it's
per airport. Wthin the system each airport submtted an
application to the FAA. Those applications are for specific
pur poses and proceeds can only be used for the specific purposes
outlined in the application.

REPRESENTATI VE GRUENBERG called it a facility fee and asked how
much it is.

MR DAY said the fee is $4.50 per passenger at Fairbanks and
$3. 00 per passenger at Anchorage.

REPRESENTATI VE GRUENBERG asked if it applies separately for
enpl ani ng and depl aning or just one or the other.

MR. DAY replied the charge is per leg with up to three legs in a
trip and it is collected at enpl anenent.

3:37: 03 PM

REPRESENTATI VE GRUENBERG conmmented that a lot of the conplaints
are the result of a lack of comunication. He asked what she is
going to do about that.

M5. KLEIN nentioned the 67-70 neetings on the naster plan and
said she would probably follow a simlar process in the future
She added that she recognizes that it mght be helpful to let
peopl e know how their input was used on projects. Getting back
to people on that would be a good place to start.

REPRESENTATI VE BUCH said it's not a matter of whether there has

been comunication; it's a matter of the efficacy of the
comunication that's at issue. It's a question of whether the
input wll be taken into account and becone part of a

devel opnent .

Responding to Senator Menard's request [to |ook at Point
McKi nsey], he related that the 2002 master plan | ooked at noving
the airport across Cook Inlet. It didn't pencil out despite a
huge community wide effort. He then said that wth respect to
the comments about aircraft flight patterns and noise, people
must keep in mnd that it's the pilots at the international
airport who have the final say if they are given a choice on the
distance they will taxi and takeoff direction. The air traffic
controll ers can make reconmmendations, but they can't insist.
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3:43: 10 PM
CHAI R KOOKESH t hanked the participants and adjourned the Senate
Transportation Standing Comrittee neeting at 3:43 p.m
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