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JAY S HAMMOND, Governor
\zJ

DEPARTMENT OF PUBLIC WORKS
OHREFTHECOMMEONR /7 FOUGEIUNEALERIL

April 4, 1975

The Honorable Bob Bradley

House of Representatives

Chairman, Commerce Committee /

Pouch V

Juneau, Alaska 99811

Dear Representative Bradley:

In accordance with your April 3, 1975, request, enclosed under
separate cover are seven copies of all known information per-
taining to the Anchorage International Airport Satellite
Building Project, with the exception of the transcripts of the

meetings held March 6 with air carriers.

Sincerely,

Commissioner

Enclosures



Airport Hearing

Telegrams sent to:

Jack Peck,

4510 International Airport Road,

Richard Jensen, Airport Manager
Anchorage International Airport,

Anchorage Chamber of Commerce

Anchorage Airport Affairs Committee
Anchorage International Airport,

Heinz Hoonan, Division of Aviation

Director Dicision of Aviation
Anchorage

Anchorage

Anchorage

4510 International Airport Road, Anchorage
Letters sent to:

Commissioner Donald Harris, Dept, of Public Works
Commissioner Sterling Gallagher, Dept, of Revenue

Moio telegrams sent to:

Air France

British Airways

Japan Aiitlines

KLM Royal Dutch Airlines -
Lufthansa German Airlines

Sabena Belgian World Airlines
Northwest Design

039 W Northern Lights Blvd., Anchorage

Wohlforth
Street,

Eric

645 G Anchorage, Alaska

Anchorage
International
Airport



April 3, 1975

Commissioner Donald Harris
Department of Public Works
Pouch Z

Juneau, Alaska 99811

Dear Commissioner Harris:

Pursuant to the Speaker of the House®"s charge that the
House Commerce Committee investigate the circumstances
surrounding the intended cancellation of the Anchorage
Airport International Air Carriers Construction Project,
I am formally requesting copies of all material related
to the project. Let me clarify the above.

1. All means all, not part.

2. Material means vnritten, voice recorded,
and aritlunetical calculations.

3. Copies means reproductions. (Seven sets

of copies please, for the seven members
on the committee).

| respectfully request that the above be fully and fac—
tually presented to the office of the House Commerce
Committee no later than the close of business April 4,
1975. This deadline is required to allow reasonable
review time fot committee members prior to commencement
of formal hearings on the subject.



Commissioner Donald Harris
April 3, 1975
Page 2

Your cooperation in this matter will be appreciated,

Very truly yours,

Bob Bradley

BB/cc
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B OB BRADTLTEY

state house

CHAIRMAN, COMMERCE COMMITTEE

POUCH V
JUNEAU, ALASKA 99811
465-3824

V

April 2, 1975

Commissioner Gallagher
Dept, of Revenue
Juneau, Alaska

Dear Commissioner Gallagher,

The House Commerce "Committee has been

VICE CHAIRMAN, JUDICIARY
601 N. BRAGAW
ANCHORAGE, ALASKA 99504
272-0275

charged with investigating the cancellation of

construction of the airport terminal

The committee will be holding hearings

in Anchorage.

begining April 7 at 8:00 a.m. You are requested

to attend.

Sincerely,

Bob Bradley f J

BB/mr



B OB BRAUDTLEY

state Siouse

CHAIRMAN, COMMERCE COMMITTEE VICE CHAIRMAN., JUDICIARY
POUCH V 601 N. BRAGAW
JUNEAU, ALASKA 99811 ANCHORAGE, ALASKA 99504
465-3824 272-0275

Y

April 2, 1975

Commissioner Harris
Dept, of Public Works
Juneau, Alaska

Dear Commissioner Harris,

The House Commerce Committee has been
charged with investigating the cancellation of

construction of the airport terminal 1in Anchorage.

The committee will be holding hearings
beginning April 7 at 8:00 a.m. You are requested
to attend.

Sincerely

BB/mr



DEPARTMENT OF PUBLIC WORKS
OFFICEOF THEQCOWISSIONRR

March 27, 1975

The Honorable Hugh Malone
Chairman, House Finance Committee
State Capital, Room 409

Pouch WF

Juneau, Alaska 9981l =

Dear Representative Malone:

In reply to your request of March 16, 1975, the followino mMeorroation is

submitted rel 7= co your questions regarding the proposed recall of the

Intern?* ™ Airport Revenue Bonds, Series -V:

1

1. The situation 1is caused by reluctance of the air carriers to support
construction of a new international satellite building at the Anchorage
International Airo”"c- The air carriers had no objection when the facil-
ity was planned but the operational losses now being suffered by all
interna*-:-"11 carriers will not allow them to pay for increases in air-
pov-l rees to pay for the construction. Enclosed are copies of letters
rrom eight air carriers requesting cancellation of the bond issue and
postponement of the construction.

Expenses to date for administrative and engineering costs will be recov-
ered by increasing the fuel concession fees to obtain an annual revenue
Increase of $300,000 which will repay all costs in a two year period.

Demands for capital improvement projects in the future from the Revenue
Funds can be taken care of by direct appropriations from the fund. Addi-
tional airport fees will Dbe increased to build up the fund for this purpose.

2. Regarding a revised CIP program, the original program was cut from
$47,786,200 to $11,987,900 and will be accomplished with in-house funds.
Increased airport fees isexpected to generate additional revenue to sup-
port the revised program.

3. Enclosed 1is a copy of the revised revenue estimates thru FY 1% ¥ together
with footnotes which reflect the changes in fees and the benefits there-
from.

4. The amount of bonds to be recalled amounts to $10,600,000 which were issued
under the Series "E" bond sale held January 14, 1975.



The Honorable Hugh Malone >, -2- March 27, 1975

5. The legality of this recall transaction is covered by an opinion from the
Attorney General and is based on advice of bond counsel (copies enclosed).

6. Necessary legislation to accomplish this action is contained in Senate
Bill 311.

7. The legislation proposed in Senate Bill 311 will not be a drain on the

General Fund as it is only a loan to be repaid from the bonds and the
Revenue Fund.

— 4 \%
Your consideration in passage of this bill will be appreciated. *

Sincerely,

Donald Harris
Commissioner

Attachments: 3 copies correspondence

cc: Senator Bill Ray, Chairman,
Senate Finance Committee
w/3 copies of correspondence
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TO:

FROM:

BY:

3 /7/

EM ORAND U M S tate of A las k a
Donald Harris date March 24, 1975
Commissioner
Dept, of Public Works FILE NO:

TELEPHONE NO:

AVRUM M. GROSS mm subject: Pending Legislation concerning

ATTORNEY GENERAL . $10,600 State of Alaska Inter—
national Airports Revenue Bonds
Series E.

Dickerson Regan
Assistant Attorney General

Transmitted to you is the opinion of Eric E. Wohlforth,
the state"s counsel on bond matters.
As you know, 1in this specialized field the state relies

on interpretations of its bond counsel. Accordingly, Mr. Wohlforth =
legal opinion is adopted as the opinion of this office.

DR: Jw



LAW OFFICES
Wohlforth a Flint

ERIC E. WOHLFORTH A PROFESSIONAL CORPORATION Telephone

ROBERT B. FLINT Area Code 907
845 ¢ STREET 2742319

TIMOTHY G. MIDDLETON anchorage:, alaska o9301 272-9489

March 21, 1975

* . RECEIVED
Hon. Avrum M. Gross Department of Law
Attorney General
Department 0f Law * MAR 2 4 1975
Pouch K AM P,
Juneau, Alaska 99801 ~iSis&v,12.1,2,3,4,5"
Re: Pending Legislation Concerning $10,600,00(1 ,

State of Alaska International Airports Revenue
Bonds, Series E

Dear Attorney General: .

You have requested our opinion as to the legal
effect of action which may be taken pursuant to proposed
legislation drafted by me and approved by C. Richard Walker,

*a copy of which is attached hereto in the form submitted
to your office.

Appropriate action taken pursuant to the draft
legislation will, in our opinion, result in the legal con—
clusion that the Series E Bonds will be no longer outstanding.
When said bonds are no longer outstanding the State 3ond
Committee may amend the provisions of Resolution No. 74-6
relating to the "Project E Account” 1in the Construction
Fund and may cause amounts in the Project E Account to be
used to repay the loan from the General Fund referred to
in the legislation. The loan from the General Fund auhhorized
by the legislation is necessary to provide funds for invest—
ment in direct United States Government obligations and
guaranteed United States Government obligations 1in amounts
and maturing at times sufficient to pay principal and interest
on the Series E Bonds until the first date they can be redeemed
by the State without a redemption premium. When the United
States Government obligations are .purchased and trusteed for
the benefit of the Series E Bonds, and other necessary pro—
cedural steps are taken, the Series E Bonds will in legal
effect not be outstanding under the general bond resolution.



Hon. Avrum M. Gross
March 21, 1975
Page 2

This procedure will provide, 1in essence, for
replacement of the pledge Revenues which now secures the
Series E Bonds with a trusteed deposit of government bonds
in amounts necessary to pay principal and interest on the
Series E Bonds.

As you know, Section 3.06 of Resolution No. 68-4
of the State Bond Committee adopted April 11, 1968, which
is the General Bond Resolution governing the terms of all
International Airports Revenue Bonds, provides for the pro—
cedure outlined in the draft legislation and explained
above.to be accomplished, however, with an issue of refunding
bonds. Pursuant to Section 3.06 the State may issue bonds
which will provide cash sufficient to purchase direct United
States Government obligations or guaranteed United Staves
Government obligations "...in such amounts and maturing at
such times that the proceeds of said obligations received
upon their respective maturities and interest payment dates
will provide funds sufficient to pay the principal, premium,
if any, and interest to maturity, or to the redemption date,

as the case may be, with respect to all bonds to be refunded...

After certain further procedural requirements under Section
3.06 are complied with,the legal result is that the series
of bonds being refunded are deemed no longer outstanding.

The draft bill provides for the same result without
the issuance of refunding bonds. Existing bond market con-—
ditions would make an issue of refunding bonds extremely
expensive for the State. Although we are not following the
provisions of Section 3.06 in that we are not issuing refund—
ing bonds, in our opinion, the legal result is nevertheless
the same as if we did issue refunding bonds for the above
purpose pursuant to Section 3.06. General principles of law
reflected in Section 3.06 support the legal conclusion that
when United States Government direct or guaranteed obligations
in amounts and maturing at times specified by Section 3.06
are trusteed for the benefit of existing bondholders, their
rights under the general bond resolution are no longer in
effect, notwithstanding that the procedure is not accomplished
through an issue of refunding bonds.

In conclusion, 1in our opinion when the government
bonds described in Section 3.06 are purchased and placed
in a proper trust for the benefit of existing Series E bond-



Hon. Avrum M. Gross
March 21, 1975
Page 3

holders, moneys in the Construction Fund may be transferred

out for other purposes as specified in the proposed legislation,
the covenant to build "Project E"™ (principally the proposed
Anchorage Terminal Building) will no longer be in effect,

and the Series E Bonds, since they are no longer outstanding,
will not thereafter be counted as Bond.. for the purposes of the
rate covenant in Section 6.12 of Resolution No. 68-4.

Very truly yours,

WOHLFORTH & FLINT

EEW/am

"cc: C. Richard Walker, Esq.
Commissioner Sterling Gallagher



STATEMENT BY RICHARD S. FULLERTON
CONSULTANT TO COMMISSIONER OF PUBLIC WORKS
RELATIVE TO INTERNATIONAL AIRPORTS

A study of the Anchorage and Fairbanks International Airports was undertaken on
January 7, 1975, to provide data relative to airport operations through Fiscal

Year 1980. The study took into consideration capital improvement projects, revenue
requirements and cost saving measures to be considered over the five and one half
year period for which projections were made.

Consultations with both foreign and domestic air carriers along with the major
concession operator - Duty Free - provided the background for capital improvement
projects and revenue requirements projected into the future to provide adequate
facilities at a competitive cost to meet public needs over the period.

Approximately seventy percent of total airport revenue is international in nature.
Uncertainty over world economic conditions and energy problems has caused this sector
of the industry to scale back future facility growth requirements considerably in the
interests of minimizing costs during these times. They present substantial opposition
to present construction of the new international satellite at Anchorage on these very
grounds. It appears that new facilities, however desirable from the accommodation
standpoint, are not acceptable to the international carriers at this time to the
extent that they necessitate increases in charges to the carrier for the facility.

Domestic operations over the next two years project substantial growth related
primarily to pipeline activity. They feel facilities are adequate for their require-
ments, which will peak and then either level off or decline somewhat in 1977.

It is the concensus of both domestic and international carriers that with the exception
of the new North/South Runway at Anchorage, their operations can and for cost reasons
should be conducted out of present facilities at both international airports for the
foreseeable future.

Following several hearings between the Division cf Aviation and the Anchorage Airoort
Affairs Committee (representing the carriers and major tenants at the airport), this
premise was accepted and future plans and revenue projections were developed around
the assumption.

In accordance with the above, C.1.P. in the amount of $47,785,200.00 to be funded

via revenue bonds were scaled back to $11,987,900.00 with these remaining projects

to be accomplished withi in-house funds. Schedule A 1is attached listing these remain-
ing projects as well as those deleted. It was agreed by the carriers and the Division
of Aviation that this reduced C.1.P. would maintain the integrity of both international
airports for the next two years at least and very possibly for the five and one half
year period under study. c

Several considerations entered into the establishment of revenue fee increases required
to support the C.1.P. contemplated. Foremost, it was assumed that the mission of the
international airports in serving public need was to maintain fiscal integrity while
offering a competitive service at reasonable rates. A rate increase (Schedule B)
covering three areas along with a cash flow analysis (Schedule C) was prepared to provide
minimum but adequate revenue requirements. In doing this, debt earnings ratio is
maintained througnout the period at a level which would permit further bond offerings
should they be required and free funds are established at a level which can provide
additional C.I.P. in the amount of $5,000,000.00 in-house at any time without going

to bonded financing. Thus, significant terminal expansion, 1if reouired in the near
future, could take place without addition to debt or increased rates, and particularly
if A.D.A_P. funds should become available for such projects, major expansion 1is possible

under the same conditions.



Statement by Richard S. -2 -
Fullerton

It should be noted that C.1.P. expansion via the bonded debt route, because of the
covenants relative to debt earnings ratios, can only result in the need for drastically
increased rates and a corresponding weakening of the competitive position of our inter-
national airports as a result of such action.

Rate increases projected in Schedule B would provide additional revenues of approxi-
mately $1,000,000.00 per year in total. The bulk of this ($850,000.00) would result
from a thirty point (.003<t) per gallon increase in fuel concession fees. This increase
involves no additional collection cost and the burden 75% falls on the international
carriers, who are primarily responsible for our need for increased revenues and the
C.T.P. programs they are to be expended on.

Negotiations under this study have been completed with the Department of Highways

to acquire title as of January 1, 1975, to all equipment involved in the Highway
Working Capital Fund and to cake over payment of employees associated with this equip-
ment. This could result in substantial savings to the Division of Aviation through
savings 1in direct operating costs as well as replacement cost due to better and longer
equipment utilization. Schedule D is attached showing funds in the amount of
$972,347.80 due from Highways in addition to the equipment as a result of replacement
fund balances due less charges owed Highways. Terns of payment of this balance are

to be resolved by agreement of the respective Commissioners.

Accounting procedures have been found weak particularly in the area of expenditures
as they relate to funds budgeted for such purposes. Schedule E outlines a program
via the C.P.A. firm of Main Lafrentz and Company to correct this weakness and provide
the Division with current, complete, and continuous accounting data on a computerized
accrual basis. Implementation of this program will cost approximately $150,000.00

to $200,000.00 and will take some fifteen months to become fully operational.

A review of I.B.M. printout data available from Juneau, but not presently utilized

for accounting control purposes, indicates that accounting information required can

be obtained through proper use of this data along with expenditure accrual information,
which can be made available within the Division of Aviation. Such a program is
preferable to the main Lafrentz approach in that it could provide comparable results
wich no duplication of effort or equipment.

Expansion to trunk and secondary airports should be the ultimate goal of this project,
since the need 1is greater there than with the internationals.

Several additional conclusions not covered above have evolved as a result of Ine study.

L. It is of paramount importance that the Division of Aviation in all future rate,
bonding or C.1.P. matters work closely with the Airport Affairs Committee to
assure that such programs have current support of carriers and other tenants
expected to provide increased revenues required.

2. Airport lands should be developed under an adequate, fair and just leasing policy.
The policy should provide that direct aviation activities (air carriers and re-
lated support facilities) who are already supporting the airport with other fees,
will Dbe charged reasonable rates. On the other hand, only lands deemed as not
desirable for aviation use should be available to industrial or non-aviation
related applicants, who should be charged a higher land rental rate comparative
with commercial properties within the respective connunity. These combined rates
will provide maximum revenues and utilization from airport lands with the minimum
cost burden being placed on the carriers and ultimately the rate structure passed

on to the public.
|
|



jy Kicnarc
Fullerton

3. The need to hold airport fees -in the interests of maintaining a competitive
position, particularly with regard to the international carriers, has been
covered above, however, the Greater Anchorage Area Borough taxes personal
property on the airport without regard to the impact either directly or in-
directly on preservation of a competitive rate structure which is the founda-
tion of our present broad revenue base.

The contribution uf the Borough to the airport as a result of these taxes is
limited at best and ever escalating Borough rates rob the airport of a revenue
source that might better serve public need if reflected in the form of lower
costs to the carriers at the airport. Certainly there can be little justifica-
tion for G.A.A.B. having exclusive property tax authority on aircraft fleets
operating to numerous remote areas of the State, many of which could claim equal
justification with G.A.A.B. for tax authority.

4. Security costs represent some forty percent of personnel charges at the inter-
national airports. Cost savings measures of significance have a real potential
in this area. Fairbanks for example has sixty three security people out of a
total employment of ninety three. Estimates are that as many as twenty three
to twenty eight of these could be eliminated with reorganization of security
functions at that plant. In Anchorage security contains seventy six employees
out of a total of one hundred and ninety. At this plant, the best chance for
reduction seems to be in facility redesign, with security operations in mind,
and bye-delegation of certain gate functions to private operations under pay
and direction of the carriers involved.

Under F.A.A. jurisdiction security tends to be pushed beyond the point of
diminishing returns. Much amounts to nothing more than going throucji the motions
without making any serious contribution to real security, however, significant
costs are involved. This is particularly true of requests being made for bush
area security, but it if unfortunately not limited to such areas. Both the air
carriers and the Division should take a strong stand with the F_A_A. relative

to this matter.

A fiscal section should be established within the present Division of Aviation
management framework, direct line of responsibility and accountability to the
Director. This section will be primarily responsible for providing adequate

up to date financial information to Anchorage and Fairbanks International Airports.
Inclusive of expenditure and revenue analysis, on a monthly accrual basis.

Date: March 17, 1975
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SUMMARY SHEET

CAPITAL IMPROVEMENT PROGRAM

F.Y. 1975 - 1980
(Contemplated changes)

CHANGES
Eliminate -
- Eliminate *

Eliminate 7

- Reduce by $252,000
Eliminate,
Eliminate /
Hold for re-evaluation
Hold for re-evaluation
Hold for re-evaluation
Hold for re-evaluation

“ Hold for re-evaluation
Hold for re-evaluation

6 Eliminate
, Department upon N/S Runway

Hold for re-evaluation
Hold for re-evaluation
Hold for r.e-evaluation
Hold for re-evaluation
Hold for re-evaluation
Eliminate
Hold for re-evaluation
Hold for re-evaluation

iHold for re-evaluation

Eliminate



April 3, 1975

Commissioner Donald Harris
Department of Public Works
Pouch Z

Juneau, Alaska 99811

Dear Commissioner Harris:

Pursuant to the Speaker of the House®"s charge that th_
House Commerce Committee investigate the circumstances
surrounding the intended cancellation of the Anchorage
Airport International Air Carriers Construction Project,
I am formally requesting copies of all material related
to the project. Let me clarify the above.

1. All means all, not part.

2. Material means written, voice recorded,
and arithmetical calculations.

3. Copies means reproductions. (Seven sets
of copies please, for the seven members
on the committee).

I respectfully request that the above be fully and fac—
tually presented to the office of the House Commerce
Committee no later than the close of business April 4,
1975. This deadline is required to allow reasonable

review time for committee members prior to commencement
of formal hearings on the subject.

Your cooperation in this matter will be appreciated.

Very truly your3,

Bob Bradley

BB/cc
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HOUSE COMMERCE COMMITTEE WILL HOLD HEARING ON CANCELLATION
OF TERMINAL CONSTRUCTION APRIL 7TH, MONDAY 8:00 A.M.
PLEASE ATTEND IF POSSIBLE.

BOB BRADLEY CHAIRMAN



HOUSE COMMERCE COMMITTEE

Hearing on Anchorage Airport

Bradley- I1°1l1 start off with a few opening remarks. The
House Commerce Committee has been requested by the Speaker
of the House to investigate the proposed cancellation of
construction of additional facilities at the Anchorage
International Airport. In our capacity we have made the
attempt to include all the interested parties and have re—
quested all relevant data and have tried to review such.
I think at this time we will ask Commissioner Harris and
individuals who are down here from the Division of Avia—
tion to start off this morning to give us a historical
overview and hopefully ther*ll be members from the bond
committee that we can request testimony and we"ll make
sure industry has the chance to say all theywant to, and
anyone else. Commissioner, can you leadoff and tell wus
what we"re here for.

Commissioner Harris- Mr. Chairman and Cormirttee member, when
first coming into the office of Commissioner, on about the
7th of December the Director of Aviationindicated to me
that the plans were ready to go forth onthe construction
of an international satellite building at Anchorage Inter—
national Airport, and that if we did not proceed we would
lose the, or if we did not pick up a building permit by
the first of February we would lose much of the value of
the design because of a change of the building code in the
Anchorage Borough, and based on other information | had
that they had gone to bid with this project previously,
sue to a feeling of uncertainty in the bond market, |
consulted with the new people 1in this administration.

They advised that it should probably go to bond on the
bond market and sell the bonds, and so we proceeded on
that basis and advertized the job for bids. The bond
committee went on the market for the sale of the bonds,
the sale of the bonds came in at about 7.5 percent, sub-—
sequently we opened the bids on the Anchorage terminal

and during this interval of time, | should say that we had
begun a review of a number of things in regard to inter—
national airports. In this review we contacted all of

the air carriers and asked them to have meetings with us
in regard to the proposed Capital Improvement Program for
upcoming years. We began to get reactions from the air
carriers to the proposed rates on the statement put out
for the issuance of revenue bonds. We proceeded on and
opened the bids for construction of that facility, the
bids came 1in at a quite favorable rate but in the first
open meeting that we had with the air carriers | might say



all the users of the airport other than Japan Airlines and
Duty-free Shoppers indicated that they didn"t want to go
into a new rate structure at this time because of the
economic situation they were looking at the cost of fac—
tors they"d been experiencing over the past year and a
half namely the prime thing was the quadrupling of fuel
costs 1in approximately that period of time. The interna—
tional air carriers were particularly distressed and it"s
my understanding they nave lost, those carriers that use
Anchorage International Airport, and cheir overall opera—
tions have lost, between half a billion and a billion
dollars in the previous years time and that along with the
balance of payments that their national interests were
experiencing it was a very decisive factor in their de—
termination to reduce costs in any way that they could

and they all asked that we not proceed with this facility
at this time, they said that they"d be willing to work to-—
gether 1in rearranging space in the existing facilities cf
the airport until such time as they had the economic fac—
tors within their own business operation better adjusted
so that they could take on some rate increases. That"s
essentially what they said, they all expressed a desire
for having such a facility 1 might say, they never, |1
haven"t seen any indication that they didn"t think a
facility such as that was desirable from any of them. But
everyone 1is looking at increasing cost factors to a magni—
tude that they seem to have a hard time adjusting rates

to keep ahead of the costs. In another meeting on the
16th of March, Japan Airlines, who originally

Bradley- This first meeting you referred to as the Tfirst open
meeting, was this the latter part of February?

Harris- Yes, it was in February. At the March meeting there
were the property people from n<arly every carrier that
uses Anchorage International Airport and it is without
exception now this time, Japan Airlines had reversed their
position, originally they had continued to favor the
building of such a facility. They came 1in on the March
6th meeting and had reversed their position. They"d in—
dicated from the outset that they had wanted the use of
four gates, appr-oximately half of that facility, and when
they had come 1in and reversed their position, we then had
only the duty-free shoppers that indicated they would
still like the go ahead with construction. Their prime
reason was that they wanted more space Tfor their marketing
area in connection witli the airline business. At that
point in time | decided to deal with 1iheir request and
other factors that were indicated, as a result of this
look is a view that we obtained from the situation that
we should probably hold off construction of this facility
to a future time, revise our Capital Improvement Program
for Anchorage and Fairbanks International Airports we feel



till such time as the economics for the user group will
change. One of the major considerations 1in my mind 1is

the fact that Japan Airlines had in the February meeting
said that they would have 80 flights per week to Anchor —
age. In the March meeting they came and sid no, we Te
only going to have 70 flights per week to Anchorage, they
knocked 10 flights 1in that interval of time. They also
indicated in the previous meeting that they planned to

use Vancouver, B.C. as a diversion point rather than Anch-—
orage. Well, 10 flights a week means between $8,500 and
$10,000 per week 1in earnings to the Anchorage Interna—
tional Airport. This is a very decisive indication that
the airlines, with equipment available to them at this
time, have new options available to them in their rout—
ing. They can go directly to the West Coast. This of
course 1is another consideration of what we should do with
the airport at this time. We can see if there are other
carriers that choose to excercise that option, that as the
earnings for the airport drop off the international car—
riers, the domestic carriers are going to have to experi—
ence increased rates to pay for the existing outstanding
bonds, and this 1 considered ber"y undesireable and chose
not to do. I choose at this time not to be faced with
that situation, 1 would like to keep the Anchorage Inter—
national Airport at this time in the most competitive po—
sition possible. I find that by raising the rates only

to cover the increased costs that we"ve experienced is

the best posture we can maintain. That®"s essentially what
I have Mr. Chairman. "Il answer any questions you may
have.

Bradley- Commissioner, are you aware that industry in the past:
several years have been meeting 1in open meetings regard—
ing this construction?.

Harris- Yes, | certainly am.

Bradley- Even to the tune of forty or fifty people, which 1is
a sizable imput?

Harris- Yes, that"s Ll.r'ue, there were at least 3 previous meet—
ings that I am aware of, as well as technical groups that
really weren®"t recorded, they were meeting with represent—
atives of various groups giving their song and dance
trying to give aid in figuring the building that: came out
in the design.

Bradley- Are you aware from any of these meetings whether in—
dustry was stating from a historic note several years ago
that in fact they didn"t want this built.

Harris- There were some of the industry people who indicated



from the outset that they didn"t desire the building.
At the time we made the decision to proceed into it, 1
personally wasn"t aware of that fact, 1 was only made

aware of it at a late time, | became aware of all of the
meetings that had take place. At the time | made the
decision to go into this, I wasn"t aware of all the fac-—

tors involved.

Bradley- Commissioner, we talked about re-routing, because
of new aircrafts that can overfly Anchorage and touch
down on the West Coast information shows you can go as
far as Los Angelos. With that in mind might they just
not do this anyway? Whether we build this facility any—
way? Historically, they®"ve stopped in Anchorage for
fuel. We want to remember our rates haven®"t been in—
creased since "61,is that correct?

Harris- No, it"s not, there were rate changes subsequent to
that, there were rate changes at the time the existing
terminal was built.

Bradley- Do you know the amount ofincreases vis-a-vis 19617
Harris- No, I do not.
Bradley- Do you thinkthat whether we build this building or

not that Anchorage International Airport 1is somewhat in
jeopardy of flyover?

Harris- I think that the airlines will be looking at anything
they can do to reduce their costs and if they have that
option without the penalty of loss of load being too high,
I think that they"ll take the shortest route and go di—
rectly on lo the West Coast. They may excercise that op—
tion. 1 think that"s essentially what JAL told us when
they told us they were reducing their nights from 70 to
60, they were excercising that kind of option.

Bradley- Any questions of the committee? Mr. Wallis.

Wallis- Commissioner, what was the engineer®s estimate on the
project?

Harris- The estimate on the project originally came in at
about 11 million dollars, the estimate we had when we
went 1into the project , the bid was 8.17.

Wallis- What was 1lhe high bis?

Harris- I think the high bid was 1in the neighborhood of 1.1.3
or 11.4.

Wallis- How many bidders bid on the project?

Harris- Eight;



Wallis- So there was a range of 3 million dollars with 8

bidders. Do you see any possibilities of a contractor
suit?
Harris- No, I don X feel that there willbe. We have no in—

dication at all that there will be.

Wallis- Who was the low bidder?

Harris- Lease Company.

Wallis- Are they local?

Harris- They have an office 1in Anchorage, their Home office

is in Seattle.

Wallis- Do you have an estimate on what the engineering design
cost was?

Harris- The design costs were in the neighborhood of $580,000.

Wallis- Do you know how much it cost toput thewhole package
together, what did your bid cost?

Harris- Well, we haven®t any figures broken out on the in-house
cost or the amount of imput from the Division of Aviation,
the total costs involved 1! appears are between 775,000 8
800,000 dollars, that"s for the costs of Jesign and all
of the costs involved in the issuance of chc sale of the

bonds.
Wallis- Haveyou been 1in contact with IIn* Lease Company?
Harris- Yes, the Division of Buildings has been in contact

with the Lease Company-
Wallis- Anc what are their feelings on this?

Harris- Tin Lease Compnay, we"ve notified them that the bids
were going to be rejected, all bids would be rejected.

Wallis- Wi.il there be any attempt to reimburse them for~their
bid costs etc.?

Harris- Theyhaven®t asked for that, originally we had thought
tohold +hem to their bid for an additional 30 days and
they came back and responded that they would hold to their
bid a week past the original schedule without any addi—
tional costs to the state and on the cost that day of
that indicated extension the Lease Company , we, made the
dexision to reject bids and we so notified them.



Bradley- Commissioner, Howard Lease, though it ™ a Seattle

firm, is located in South Muldoon in Anchorage, is that
right?
Harris- Yes, they have a long working experience in the

Anchorage area and 1in Alaska.

Bradley- VThat 1"m getting at is they are located in Anchorage,
have a real sizable operation there, in fact they've
been doing some real big projects for the U of A, 1is that
correct? Yes, that"s probably their biggest job going on
in town or is it?

Harris- I can"t tell you, T know that they did the original
Penneys Garage and | know that they®ve been there since
that time and done a great amount of work 1in Anchorage.

Bradley- Commissioner, | see Heinz nodding his head that |
guess the U of A projects ai-"e their biggest ones. The
reason for bringing this up is it appears they"ve had
substantial economic intercours with the state, and Mr.
Wallis seems to indicate that it"s sort of 1 guess
standard operating procedure to try and get something
out of this. It might be sort of unusual if they didn"t
sort of growl and say, well, we"re gonna contact our
attorney and we"ll see you in court, because we"re going
to lose X amount of dollars over this and of course you
guys asked us for the bid, then when we signed all the
papers you come back and say we can"t make this profit
that we had plugged in. There"s been no real part on
the state to say look, be understanding with us at this
point because in fact you"ve been involved 1in a number ol
Capital Improvement Programs with us in the past, and 1in
fact we"ve liked your style, so why not let us oft the
hook. You know what: 1"m getting at?

Harris- Yes, there®"s been no attempt on the part of the
Department of Public Works to approach the contractor in
that manner, not at all, nothing except the notification.
First we asked them to extend the award time period,
they said well they came back and said how long do you
want to extend it and we said 1ideally 30 days. They said
if you want thirty days then we think we should bid, well
youshouJdd pay for our bidding costs at least if you do
decide to reject, what , well you should at least be paying
for our bidding costs, and perhaps some inflation factor
for that period of time. The Director of the Division of
Buildings 1in the course of his communication asked them
all it they would consider it, a lesser period and they
said well they would consider allowing us an additional
week without payint any cost considerations involved.

That as | previously told you 1is the option wo chose.



Bradley- Thank you Commissioner, Mr. Wallis.

Wallis- What were the domestic carriers versus the internation—
al carriers, what®"s their difference in opinion?

Harris- The fees levied are the same rate for all carriers, the
fee schedule that was written up for the official statement
for the sale of the bonds, the schedule that was proposed
by the Division of Aviation would have put about 70% of
the burden of the increase in rates upon the domestic
carriers, and of course this wasn"t favored by the domes—
tic carriers. Subsequent to that we went in and bid some
work in relation to rates and soon we"d come up with pro—
posed changes in the method of rates that we indicated
we would imposed, and we had planned to impose a rate
schedule that would have effectively increased the rates
on fuel flowage which would have had the effect to put
in approximately 67% of the rate increase on the inter—
national carriers.

Wr.llis- Under the new rate we have the domestic carriers pick—
ing up 70% of the fees, what is it now?

Harris- At the present time | think 1°d refer to Heinz Noonan
on that, 1 don®"t have that in mind Mr. Wallis.

Noonan- You mean in terms of the total picture?

Wallis- Yes, we have under the new rate increase where the do—
mestic carriers would pick up 70% of the fees and the in-—
ternational carriers 30%. What was it at the old rate or

existing rate?

Noonan- At the present or existing rate now? We levy at 3/10
of a cent fuel increase and it"s effective April Tfirst, and
again the burden of that 3/10 of a cent, 62/2% falls on
the foreign carriers, 11.8 falls on the U.S. international
carriers and 26% falls on the domestic air carriers. If
you shift the burden and increase the landing fee, it has
the exact opposite effect. The heavy burden of 65% would
fall on the domestic carrier3 and 24% on the foreign car—
riers and 11% on the U.S. international carriers.

Wallis- Are all the internationls using bonded fuel?

Noonan- The way the fuel prices are at the present time there
really isn"t much difference of costs.

Bradley- Commissioner, you have currently under youremploy a
guy by the name of Peck, Jack Peck. What is he, wi Lh the
Division of Aviation?

Harris- Director of the Division of Aviation, yes.

Bradley- Not to pose aleading question, but he®"s a knowledg-
able guy 1isn"t he?



Harris- Well, Jack Peck has been associated with the airline
industry in Alaska for 39 years, he was the International
Airport manager for a period of time before he went into
the position he now holds.

Bradley- The reason why 1"m asking this 1is, in a conversation
he had on February 10, 1975 he says there hasn®"t been any
landing fee increases for 15 or 17 years.

Harris- I think that on landing fee increases that might be
true but with that there was 1imposed a £ fuel flowage
fee and the time the time the new satellite building was
built. That could be true in the case of the landing fee.

Bradley- This landing fee, 1is that the biggest fee that the
airlines,

Noonan-  fuel fees, fuel flowage fees

Bradley- because of volume?

Noonan- Yes sir.

Bradley- And then number two would be the landing fees?

Noonan- That"s right, then woould come the concession fees and
terminal building rental fees.

Bradley- So it"s only because the uniqueness of the oil crisis
that it"s an international crisis that the fuel flowage
fee has gotten really out of hand with fuel gone up three
tiines.

Harris- 1 think it"s four

Bradley-Then four, really it"s increased price to the airlines.
Is there any more questions, Mr. Urion.

Urion- Don, when was this project first conceived of?

Harris- Approximately three years ago discussions were begun
with the air carriers with the Division of Aviation in
regard to the planning of such a facility. It could have been
something going on previously to that that I"m not aware of.

urion- When was it approved or bond issues approved to go ahead
with the project?

Harris- It was approved 1in January of this year to proceed with
the 1issuance of bonds and to put the project up to bid.

Urion- You You had the enginnering done prior to this? You
had planned for something?

Harris- Yes



Urion- When was the engineering done?
Harris- I M not sure of that, Heinz are you?

Noonan- The engineering was done about roughly 6 to 9 months
previous to that done by Northwest Architects and Associates
and there was a previous study done by the Division of aviation
before it was turned over to the engineering design firm.

Urion- During that or sometime during that time period, or let
me ask the question, were the air carriers always opposed
to the project?

Noonan- Some of them did, 1| beleive that some of the carriers
had never favored the project, two specific carriers there
were Flying Tigers and Northwest Orient Airlines , they are
both domestic carriers and international carriers.

Urion- Those "I'w always opposed it, the others didn"t? What made
them change their minds? Evidently you had come up with,
your engineering costs had, were estimated as 11 million, the
bid was 8.7. The bonds sold for 7.5 and you probably estimated
somewhat lower, but your costs weren"t even 1in the ball park.

Harris- The square foot cost on that was 66 dollars per square
foot, which we didn"t fee] was out of line, in these times
for that construction.

Urion - Rut you knew fairly well 1in advance or you had a good
idea probably well in advance as to how much the project
was going to cost and evidently you told the air carriers
weren"t made aware of this.

Harris - 1°ve been told that the air carriers that it was indi—
cated to the air carriers down througn the years there would
be little or no increase 1in rates duing the building, |
don"t find anything 1in writing that indicates so but 1"ve
been told that from a variecy of soures. There 1is one thing
tnat I might say 1in this regard and that 1is that the inter—
national aipport 1is along with everything else has suffered
considerably in the way of cost increases, the operation
and maintenance of the airports, and we are looking at the
requirement for 800 htousand dollars 1in rate increases just
to pay for the increased cost of keeping the bond coverage
required under the previous 1issues. Rut we had proposed
to raise the rates if we were to og into theis design to
bring in some 2.4 million to cover the increased costs the
bond coverage required for the mext four years priod.

Urion- When was this 11 million dollar engineering estimate on
the project?

Harris - Well, 1 beleinve that ti was arrived at the time the
plan was finalized for the building.



Urion - When would that have been?

Noonan - Approximately 1in the latter part of December, there
was one estimate done in October, revised in November, and
finalized in December.

Urion - What was the October estimate?

Noonan - It was the, there were some small changes 1 think, it
was around 10.8 and the final one was 11.1. It was just
escalation and reflected field prices and escalation and
some other areas had a heavy impact on the building. We
wanted to have a pretty current estimate.

Urion - Don, at no time do you know of did you predecessor in—
dicate to the carriers that ther®d be an increase necessary
to cover cost of thisming?

Harris - I"m not aware ofit, i don"t find any indication of
it, in any of the hearings that were held. I"m told that
the, it was indicated the carriers down through the planning

from the inception of this program it was indicated the
carriers that they wouldn"t have any rate 1increases of any
magnitude for the cost of such a program.

Noonan - There is a letter available from JAL thanking the
division of Aviation that there would be no increase in land—
ing fees and that was beought up in some other previous
meeting. It*s the only record | can find where JAL did respond.

Urion - When did JAL say they were going to have 80 flights per~
week and then they changed it to 707?

Harris - At the February 10th meeting they indicated to us that
they planned to have 80 flights per week through Anchorage
this summer and they said we have 8 to 10 flights That are
optional. I believe they were charter flights, and they had
discression in how they oruted those Tflights, so lie said we
can guarantee we require this striclty verbal, we can guaran—
tee 80 flights per week this summer, On the March 6th meeting
they indicated they were going to be having 70 flights a
week through Anchorage.

Urion - How manyare they having presently? How many flights a
week?
Noonan- They®"re dro"lpping off at just, just before |1 came up here

yesterday | was told by the airport manager Mr. Jensen that
apparently they are dropping some addistional Tflights to
lower 70 and are diverting them to Vancouver, and that along
with JAL there are four other international air carriers
going right to Vancouver at the present time and | asked him
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for the specific airlines but he said he would wire me this
morning. But Vancouver 1is in the process of expanding their
airport tremendously and 1 talked with the airport manager
there in V-.ricouver and he, they®"re right now in the process
of building between a 15 and 10 million dollar brand new
terminal and he made the mention that they are soliciting air
carriers travelling thorugh Anchorage International Airport
to divert to Vancouver, and the rates that are ver competi—
tive and 1"ve got the landing fees a little higher accouring
to international carriers but for domestic carriers they

only have a 1C fuel flowage fee. Terminal fees are a little
bit higher, no custom charges, 1it"s a better airport, in

most ways, it carries 5 million passengers a year and exonomy
in terms of labor alone could save JAL quite a bit of money,
and so it"s, | don"t know how aggressive but he said they were
very aggresive , he said we need additional flights to get
the terminal on the go. He gave me all of the rates and |
made a comparison.

Harris - The one factor that we haven®t brought up is that the
airlines, they look at their total the way that they figure
costs on an airport 1is what it costs primarily the way they
figure the costs to board a passenger in the airport, all
the costs involved in putting a passenger on board an air—
plane and even though our rates are quite competitive
the other rates that are involved in opeerating i.n Anchorage
are evidently such that it"s a deciding factor in what these
airlines that have an option choose to do.

Urion - What would happen if you went ahead with the project and
didn"t increase rates to the airlines, where would you be?

Harris - Well, we would have, by moving in all of the Internation—
al flight operations to the new terminal facility, we would
have emptied the approximately 55,000 square I t of existing
space 1in the existing facilities, which in the short period
of time any indications from the domestic carriers that they
would have been pickinf up that space, so with the effect,
what it would have been, we would have been maintaining and
heating space that we had no earnings on, that we presently
have earnings on. The earnings on that space at this time
is in the range of 5 or- G hundred thousand dollars a year.

Urion - Didn"t, they realize this belore?

Harris - 1 can"t tell you frankly, 1 don®"t know, whether they took
this into consideration and 1"m sure that it must have been
taken 1into consideration. I"m not sure they were aware of
the magnitude of it: or perhaps with the rate projection, ths=»
rate of growth projection they were working with they
thought that they would g?t people to pick up that space, in
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Urion

Harri

the interval of construction of the new satellite, | think
that this is one of the things we"re looking at is whether
we"re gonna have those growth rates that were being, that

that construction was predicted on.

- OK, so if we"ve gone ahead of the project and we"ve
emptied 55,000 square feet of the existing facility, what
wouls 1t have done to our costs versus revenue? Whwere
would we be?

s - | would refer you to Heinz on this, he"s been involved
in the work up on it.

Noonan - By shifting the operations you wouldn"t accumulate any

Urion

Bradl

more, 1in other words, the revenues, you wouldn®"t have any

more revenue, only 18% of the new ternimal building was
revenue earning, 1in other words lease space, where in the oth-—
er building at the present terminal we have 45% so as we
estimated that to come out you know, if you rented the 18%

of the entire building then 1"d say in the 10 to 15 yaer
amortization achedule it came out 31,000 square footage, you-"d
have to rent the building at at the present time we charge
$8.25 in the old building so some adjustments were made in
terms oi a hook-up fee where the air carrier , if they, by us
buying the jetways, a docking fee of half 15< per thousand
pounds of the airplane and that would bring us up to $20

per square foot: but that jJjust to keep the building self-sus—
taining, wo had otherwise with the increased losses in Fair—
banks, we would have fallen below the minimum debt ceiling on
our bonds within a one or two year period, but you wouldn®"t

have gained any additional revenues. The only revenue thai
we"ve* talked about that wo could have gained is how much the
duty-free shop is losing right now. You know because of

crowded conditions, and split operations because if in the
duty-free shop 1is the center of the concourse and then it has
a split operation near where it sells the liquor now, and so
many flights come in and 1its often very crowded. We"vo ask—
ed Mr. Lyons the presiciont of the duty-free shop what the
revenue and how much he loses and he said it"s pretty hard to
estimate, he said maybe another 5 or 6% that wo can add in
terms ol revenue but that would be the onLy additional revenue
componenet that you would be adding on to.

- So that the onlv one who was reeilly happy with the new
proposal was the duty-free shop?

Noonan - The duty-free shop, which brings in approximately 1.3
million, no 1.5 million dollars a year considering Anchorage
and Fairbanks. Fairbanks has only 23,000 dollars.
ey - Commissioner, r guess we don"t have nay Letters on file

saying from the carriers, saying, they were 1in favor® of this at
nay point? Right? 1 couldn®t find any.
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Harris - 1 M not aware of any letters that were generated if they
are in the files of Aviation, 1°m certainly not aware of them.

Bradley - But of course they had meetings historically,
Harris - I"m certainly aware of those that you have reports on.
Bradley - Well, maybe industry when there"s, well, does industry

ever go on record as being for something that could increase
costs to them, | mean obviously they weren"t on record
against it because it got locked 1in, we"ve got just tons of
letters saying they didn"t want it but 1 mean, I1"m trying to,
Was this a scheme by the Division of Avialtion to ge to build
a big dinosaur out there, was the need there and then they
said well sure we"ll include you guts in and the industry
sort of came because they figured well there"s nothing better
to do and we"ll just go along and placate the Division of
Avialtion and somewhat participate and | guess if it really
looks like the State"s gonna build this then we can say no,
was there any sort of tacit approval?

Harris - 1 think that some of the carriers were looking forward
to increased space, they evidently indicated so the projec—
tions that the airport that were made indicated that by 1978
there would be a demand for 1 think 8 additional gates, and
that"s what this design was based on. I think there was,
back 3 years, indication that they should be planning for such
a Tacility, to acornodate the traffic, essentially, the carriers
have said in nearly every instance, the international carriers
have said vyes, we would like to have the facility, but the
cost factor that we are experiencing, we don"t want you to
impose the rates at this time.

Bradley - So they were told, they were led to believe that in fact
there wasn®t going to be any increases based on the building.

Harris - 1°m not prepared to say that they were told that there
wouldn®"t be any increase but | think that they thought il would
be a very small increase 1in cost.

Bradley - Was lie building always going to bo built through revenue
bonds?
Harris - Yes.

Bradley - And ol course revenue bonds, can you explain that for
us, how that differs from obligation bonds?

Harris - Well revenue bonds are based on the earning capability
ol the facility that issues them andthey are retired
strictly out of the earnings of thatfacility whatever it
might be.

Bradley - OK, in this case then was revenue bonds being sold for

13



Harri

the construction of a satellite building the only people
you have who can pay it are the airlines, 1is that correct?

s - The users of the airport whatever they might be. There
ure some industrial users that are only marginally conected
with the industry. There are a number of land leases to

operators on the airports that aren"t necessarily connected
with the industry directly.

Bradley - Correct me if I"m wrong but this building was always

Harri

going to be built by revenue bonds, and at least in this case
the only people primarily to pay for those bonds were the

air carriers and one might, the reasonable and prudent busi —
ness manager might presume that in fact that that he was
paying X amount here they were going to float a bond and
build a building you know they®"re goona have to so that was
changing the structure of payment. The reasonable man might
presume that in fact rates, he"s gonna have to pay it right
in a reflective fashion so that the presumption should pro—
bably be the, uh, number one, industry was going to have to
pay for that building and number two, because of the payments
coming onto already existing payments that rates would,
couln"t very well stay where they were, they couldn®"t very

well go down so they probably would have to go up. Is that
unfair?
s - I don"t think so under the normal conditions . I think

that really what they were looking at in the case of this air—
port 1is that they were 1looking at increases use proiections

of a magnitude that evidently the people 1in Aviation thought
that just the increased revenues, because of use, it would
gain most of i:he revenue that was required withoutthe 1increase
in rate, the thing that 1 don"t believe was taken into con-—
sideration was that the proper extent was in the 1increased
cost to operate the airport, the FAA had come 1in with an

ever increasing security program the cost of the magnitude

of the, which is gratly impacted the cost picture of the
airports, and 1in conjunction with that well, the personal
service increases that have been experienced | don"t beleive
were contemplated at the time that the original planning

got off the ground.

Bradley - Are the domestic airlines such as Wien, Western, the

Harri

two in the south 48 and Alaska Airlines, what Delta, well

i'm thinking about Continental now 1is tying in with Alaska
Airlines from Texas and isn"t it Braniif with Western or

vice versa or something like that now those guys looking at an
increase in business?

s - Well certainly there"s been an considerable increase
recently 1in domestic travel primarily due to the pipeline.

Bradley - Have you projected that at all in the next couple three

or five fears?
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Noonan - Yes, one thing that |1 might add that in relation to the
terminal satellite that the major user revenue source was
supposed to be the duty-free shop, and it and the surrounding
economics in building the new satellite was by putting the
new duty-free shop, relocating it and making a better, larger
one, giving it 6,000 square feet rather than having it on
the 2,000 sqgiare feet, right now you have that much more
earning capability, and it to this effect, various increases
were cranked in that made it very feasible to build the
building. In my own observation 1°be projected 10 to 15%,
however, a predecessor who did a study generated around 30%
and the latest if we were to go ahead with the building with
Joe Lyons who is the president of the duty-free shop and
Mr. Polaro who is the chairman of the Board, their increases
right now are less than 10%. In other words they are ex—
periencing in the dury-free shop area has been between 20
and 60% per annum, and it"s juust leveling not only just
leveling off but it"s declined, the recent decline is that
the Japanesse people cna"t take as much money out of the
country as they used to, the Japanese economy is in a very
sort of a resecssionary state, plus the travelling situarion
you know is in a very critical condition so they"be lowered
their estimate consieerably and I have both of, they made an
estimate that Feb. 10th meeting and March 6th meeting and
again they estimated that they were a lot lower the last
meeting.

Harris - 1 think that it"s fair to say that the International
Carriers would have liked to have had this building if the
domestic carriers would have pScked up the cost of 1it, the
bulk of the cost. I think that what we"be been looking at
is considerably increased cost for Alaskans in rates that
they would experience 1in domestic carriers, there®"s no
reason to beleive that they can pay those costs without
passing them on. This in my mind is what 1is essential to
the point 1in time to keep that airport most or those airports,
both Anchorage and Fairbanks in the most competitive posi—
tion possible. I think that between 80 and 90% of all of the
air traffic in the state is gen erated from those airports
and all the outlying areas and any 1increase in cost are just
going to impose a burden on 1in the user, consumelr in every
case. And if we reaise rates and discouraged international
carriers well then of course we"re going to have to go into
increased rates structure for the domestic carriers in ofder
to maintain coverage on exisit®g bond issues there for theis
time.

Wallis - With the international carriers are most othc carriers
utilizint the international airport, are they the polar
flights and the overseas flights? Do we have any idea what
the difference in dlights would be if they landed in Anchor—
age versus landing in Vancouver?

Harris - | don"t have the mileage.
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Noonan - From what I*be gathered again from Mr. Jensen talding
with people before | came here, approximately 2 to 2 1/2
hours for flight time and these are

Wallis - How much fuel per hour do they use? Roughly?

Northwest Orient Representative - What kind are you talking about?
Noonan - a 747

NW representative - 1°d say about a thousand pounds.

Wallis - So with the extra cost in fuel they"re willing to

swallow that extra cost in fuel versus th e milege versus
the increased landing fees.
Harris - 1 asume

Wallis - and the increased cost in fees would be considerably less
it would seem to me that perhaps this is a scare tactic.

Noonan - It would very well be and in talkin with Mr. Cotini from
Air France he thought the same way but whether it is or
whether it isn"t it reamins to be seen. How much of their

flights they"re really diverting permanently.

Harris - On the other hand the other costs that are involbed
or the diffence 1in costs that are involved with the two air—
ports we haven®"t made an assesment of all the factors that
are involved such as the cost of cresa to servic e aircraft,
we have none of that information at hand, it could be or
make a significant differnce with all of the
factores involved it could make that airport looked upon much
more Tavorably.

Wallis - What 1increased costs in crews would there be? Why
would they have to increase their cres to take care of it?

Harris - Just the difference in cost of hiring wages 1in BC ver—
sus wages 1in Anchorage, all of the other factors involved.

Wallis - Juct to go beck to another topic Mr. Chairman, again on
the contractor suit, has the Attorney General looked at this?

Harris - They®"be looked at it but 1 don"t believe they looked
at it form the point of a suit from the contractor.

Wallis - With the new incresed rate structure if the building
was gone ahead your domestic carriers would be picking up
70% of the costs.
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MEMORANDUM Stale of Alaska

DEPARTMENT OF PUBLIC WORKS

TO: Donald Harris, Commissioner DATE:
Department of Public Works
FILE NO:
TELEPHONE NO:
FROM: dA SUB 'ECT:
WIllliam H. Race, P.E.
Di rector
Division of Buildings
Juneau

We have consulted with the architects regarding the above project,

has been determined

to redesign and make minor changes.

it would cost an additional

April 4, 1975

DB-13-0799

Anchorage International Airport

Passenger Terminal - Satellite
Addition

it

$250,000 for the architects

Cavnvawar & i
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FROM:

VItMORANDUM

TO: Emmitt L. Wilson date: November 22, 1974
Chai rman
Airport Revenue Bond Committee FILE NO:
TELEPHONE NO:
Buel A Ta art A
99 subject: Airport Revenue Bond Sale
Commissioner y -
Department of Public Works
This will confirm my verbal disapproval of the airport revenue bond sale
slated for December 4, 1974. The reasons for the cancellation of this
sale are as follows:
1. I was not satisfied as to the coverage that
would occur in 1977 according to the difference
between expenditures and revenues.
2. The figures have been juggled by too many people
and | could not reconcile myself as to the
actual coverage that would occur.
3. I feel that it is better to have meetings with
all airlines and a specific rate increase agreed
before any bonds arc sold. These meetings will
be held directly after the first of the year and,
after this, new figures will be available.

State of Alaska



RCA ALASKA CO*" MI LCATIONS, INC.
PHONE: 586-6440
TUNKAU, ALASKA 99801

06061 ML JUNEAU ALASKA 50 04-04 0425P PDT

PMS REP BOB BRADLEY CHAIRMAN HOUSE COMMERCE COMMITTEE
JUN v i 1%

AS YOUR LEGISLATIVE ASSISTANT WAS ADVISED

I HAVE A CONFLICT AND CAN NOT ATTEND THE HEARING
SCHEDULED FOR SAM MONDAY ON THE ANCHORAGE INTERNATIONAL
AIRPORT BILL. I WILL BE AVAILABLE AT MORE OR LESS YOUR
CONVENIENCE AFTER APRIL 15.

ERIC WOHLFORTH



A ALASK: I SS.CATIONS, INC. T 3,
PHOrE: 586-6440 “ ri9 m.
HJ™_AU, ALASKA 99801 '

02100 NL ANCHORAGE ALASKA 149 34-04 0615P ADT
PMS REP BOB BRADLEY
jun * 351
DEAR LEGISLATOR BOB

HEW INTERNATIONAL TERMINAL WOULD BE A TREMENDOUS ADDITION

TO ANCHORAGE AND WOULD RELIEVE CROWDED CONDITIONS DURING

PEAK PERIOD. HOWEVER DUE TO ECONOMIC SITUATIONS)

THE WORLD TODAY THE AIRLINES CANNOT AT THIS TIME AFFORD THE
INCREASE IN OPERATIONAL COSTS THE STRUCTURE WOULD ENTAIL.

DOMINATE PRIORITY AT ANCHORAGE INTERNATIONAL IS THF

ESTABLISHMENT OF A NORTH/SOUTH RUNWAY VITAL TO THF FUTURE OF

THE AIRPORT AND CRUCIAL TO INCREASING TRAFFIC WHICH IN

TURN PAVES THE WAY IN AFFORDING NEW GROUND FACILITIES.

MODERN AIRCRAFT DESIGN WILL ALLOW OVER FLIGHTS OF ANCHORAGE IF WE
GIVE THE INTERNATIONAL AIRLINES REASON OR CAUSE TO DO SO PY
IGNORING RESPONSIBLE LANDING STRIP SAFETY CONCERNS OF PILOTS

AND CREWS THAT HAVE REPEAIELLY WARNED OF THF NEED FOR THIS
ADDITIONAL RUNWAY. OUR CHAMBER IS IN UNANIMOUS AGREEMENT ON
PF.IORTY OF IMMEDIATE CONSTRUCTION OF A NORTH/SOUTH RUNWAY.

WILL BE AVAILABLE MONDAY IN JUNEAU.

BILL BORLAND GREATER ANCHORAGE CHAMBER OF COMMERCE



r VM

-a aus. h ...cations, me
“u.£; 58J-6440
* ;UNEAU, ALASKA 99801

02083 NL ANCHORAGE AK 50 04-04 213P ADT
PMS REPRESENTATIVE BOB BRADLEY
0330
CHAIRMAN HOUSE COMMERCE COMMITTEE

JUN

REGRET UNABLE ATTEND COMMITTEE HEARINGS APRIL

LEO E GOFF/AIR FRANCE
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