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Intentional Omission

All references in SSHB 173 to bonds and bonding for the
Alaska International Airport Authority are omitted. More
study is necessary to ensure that the proper language 1is
carried in the final bill. We anticipate that these

additions will be made in a subsequent committee
substitute.
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MEMORANDUM March 30, 1987

SUBJECT: Section-by-section analysis of SS HB 173: An
Act relating to the international airports in
.A-~"horage and Fairbanks and establishing the
Alaska International Airport Authority.

TO: Representative Drue Pearce

FROM: George UtermohlfAV
Legislative Counsel

The following is the section-by-section analysis of SS HB
173, requested by Jo Fenety of your staff.

A section-by-section analysis or summary of a bill should
not be considered an authoritative interpretation of a bill,
and the bill itself is the best statement of its contents.

Section 1. Section 1l of the bill states the findings of the
legislature and the purpose of the bill.

Section 2. Section 2 of the bill adds anew chapter to
AS 02 creating the Alaska International Airport Authority.

Sec. 02.A0.010 creates the Alaska International Airport
Authority as a public corporation and instrumentality of the
state in the Department of Transportation and Public Facil—
ities .

The authority is the exclusive state agency responsible
for the state owned and operated international airports at
Anchorage and Fairbanks.

Sec. 02.A0.020 vests the powers of the authority 1in its

board of directors consisting of five members. One member
of the board is the commissioner of transportation and
public facilities. The other four members of the board are

appointed by the Governor and may not be employed by the
state or hold elective state or municipal office.

Two members of the board shall reside in the Municipal —
ity of Anchorage. One of the two members from Anchorage
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must be nominated by the Assembly of the Municipality of
Anchorage,

Two members of the board shall reside in either the
North Star Borough or the City of Fairbanks. One of the two
members from the Fairbanks area must be nominated by the
borough assembly.

Appointed members of the board serve staggered, four
year terms, may be reappointed, and may serve until a suc-—
cessor 1is appointed.

Members of the board are subject to AS 39.50 relating
to conflict of interest.

Appointed members of the board shall be confirmed by
the legislature but may serve as a member until the nomina—
tion is rejected or not confirmed by the legislature.

Sec. 02.40.030 limits the compensation of members of the
board to an amount not to exceed $400 per day while perform—
ing the duties of the board up to a maximum of 60 days per
year. Members are also entitled to per diem and travel
expenses authorized under AS 39.20.180.

Sec. 02.40.040 describes the grounds and procedure for
removing members of the board.

Sec. 02.40.050 requires the board to hold at least four
meetings each year. The board may hold other meetings as
the chair or three members consider necessary.

Sec. 02.40.060 describes the officers of the board, sets the
quorum of the board at three members, and prohibits voting

by proxy.

Sec. 02.40.070 describes the staff that the board may em—
ploy. The board may employ an executive director, a con-—
troller, and legal counsel. The executive director with the
concurrence of the board may employ airport directors.

Sec. 02.40.100 lists the powers of the authority.

Sec. 02.40.110 determines that the activities of the author—
ity in regard to the international airports are governmental
functions and are exercised for a public purpose.

Sec. 02.40.120 grants the authority the power to acquire
land and easements in land necessary for the purposes of the
authority. The authority may exercise this power to abate
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airport hazards and to obtain sand, gravel, rock, and other
materials.

Sec. 02.40.130 grants the authority the power to acquire
land for the purpose of exchanging for other land needed by
the authority.

Sec. 02.40.140 grants the authority the power to acquire
land by eminent domain. The governor must approve the
exercise of eminent domain by the authority.

Sec. 02.40.150 allows the authority to defend and indemnify

current or former board members, employees, or agents of the
authority in a civil or criminal action, if the person acted
in good faith and within the scope of the person®s official

duties or powers.

The authority may purchase insurance to cover employees,
agents, and board members for actions arising out of the
performance of their duties for the corporation.

Sec. 02.40.160 requires the authority to obtain a fidelity
bond for board members and for executive officers responsible
for accounts and finances.

Sec. 02.40.170 requires the authority to obtain insurance or
provide for self-insurance, to protect its assets, services,
and employees and to protect against claims for bodily injury,
death, or property damage.

Sec. 02.40.200 grants to the authority the power to con-—
struct and operate airport facilities and imposes a duty on
the authority to repair and maintain the facilities.

Sec. 02.40.210 grants the authority the power to enter into
long term agreements (up to 55 years) for the use of airport
facilities or for the privilege of supplying goods, services,
and facilities at an airport or air navigation facility.

The authority may set the terms, charges, rents, and fees

for the use of airport facilities and for the services. The
authority 1in making these agreements may not deny to the
public the right to equal use of the airports and air naviga-—
tion facilities.

Sec. 02.40.220 requires the authority to grant an exclusive
contract for the sale and delivery of in-bond merchandise at
the airports.
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Existing contracts for the delivery and sale of in-bond
merchandise at the Fairbanks and Anchorage international
airports may continue until they expire, but no additional
contracts for the delivery and sale of in-bond merchandise
may be made. When the existing contracts for the delivery
and sale of in-bond merchandise expire the authority shall
enter into an exclusive agreement for the delivery and sale
of in-bond merchandise at the Fairbanks and Anchorage inter—
national airports.

The authority shall award the exclusive contracts for
the delivery and sale of in-bond merchandise by competitive
bid.

Deliveries of in-bond merchandise to airlines as cargo
are exempt from this section.

Sec. 02.40.230 grants general police powers to the designat—
ed officers and employees of the authority and requires

these officers and employees to meet certain minimum stan-—
dards .

Sec. 02.40.240 prohibits the authority from excluding taxis,
buses, Jlimousines or courtesy cars from airports. Courtesy
cars are defined.

Sec. 02 .40 . grants to the authority the power to adopt
rules and sets out the procedure which the authority must
follow in adopting rules.

Sec. 02.40.260 grants to the authority the power to adopt
emergency rules and sets out the procedure for adopting
emergency rules. Emergency rules are valid for 120 days.

Sec. 02.40.270 sets out the grounds on which a rule adopted
by the authority may be invalidated.

Sec. 02.40.300 sets out the procedures for the authority to
follow in preparing its budget for consideration by the gov—
ernor.

If the authority does not prepare 1its budget by the
date set by the governor, the governor may prepare a budget
for the authority.

The authority"s budget becomes public information after
it is submitted to the governor.

Sec. 02.40.310 grants the authority the power to administer
its programs for the management of airports, except as limit—
ed by the governor, appropriations, and other laws.
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The governor may direct the authority to withhold or
reduce expenditures if external factors make the expenditure
factually impossible or if estimated receipts and surpluses
are not sufficient to fund the expenditure.

Sec. 02.A0.320 grants the authority the power to receive
money from federal agencies and other public and private
sources to accomplish the purposes for which the authority
was created, provided that the legislature appropriates the
money to the authority. Funds received from the federal
government shall be spent under the terms and conditions set
out in federal laws and regulations.

Sec. 02.40.330 requires the authority to prepare a concise
report to the governor and legislature describing the opera—
tions, 1income and expenditures of the authority for the prior
fiscal year.

Sec. 02.40.340 requires the authority to have a certified
audit of its Tfinancial records performed annually by an
independent certified public accountant.

Sec. 02.40.900 declares “hat the employees of the authority
are not employees of the state.

Those employees of the authority who were state employees
before they were transferred to the authority continue to
participate in the Public Employee Retirement System under
AS 39.35 and the supplemental benefits system. The authority
shall continue to contribute to these programs for those
employees.

Sec. 02.40.910 exempts the authority from the State Procure—
ment Code (AS 36.30) except as specifically provided, the
Executive Budget Act (AS 37.07), AS 39, relating to public
employees, except as provided in this chapter, and portions

of the Administrative Procedure Act (AS 44.62.010 - 44.62.300).

Sec. 02.40.990 defines the terms "airport", "authority",
"board", and "capital improvement."

Sec. 02.40.995 designates this chapter as the Alaska Inter—
national Airport Authority Act.

Section 3. Section 3 of the bill makes a technical amend-
ment of AS 02.15.090 1in order to conform with the substance
of Section 2 of the bill.
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Section 4. Section 4 of the bill makes a technical amend-
ment of AS 02.15.095 in order to conform with the substance
of Section 2 of the bill.

Sections 5-11. Sections 5 - 11 of the bill make technical
amendments to AS 02.15.102 - 02.15.114 in order to clarify
the responsibility of the authority and the Department of
Transportation and Public Facilities 1in regard to the con-—
struction, maintenance, relocation, removal, and permitting

of utilities on airports. The authority is responsible for
activities involving utilities on the Anchorage and Fairbanks
international airports. The department is responsible for

activities involving all other state-owned or state-operated
airports.

Section 12. Section 12 of the bill makes a technical amend—
ment to AS 02.15.130 to allow the Department of Transporta—
tion and Public Facilities to provide engineering, mainte —
nance, and other services to the authority.

Section 13. Section 13 of the bill makes a technical amend—
ment to AS 02.15.210 in order to conform with the substance
of Section 2 and Section 37 of the bill.

Section 14. Section 14 of the billmakes a technical amend—
ment to AS 02.15.260 by adding a definition of "authority"”
and "highway".

Section 15. Section 150f the billmakes a technical amend—
ment to AS 02.25.110(4) in order toclarifythe responsibility

of the Department of Transportation and Public Facilities

and the authority 1in regard to state-owned or state-operated
airports and to conform with the substance of Section 2 of

the bill.

Section 16. Section 16 of the bill makes a change to AS 35.27
(Art in Public Buildings) to give the authority responsibility
for complying with the chapter as it affects the buildings

and facilities of the authority.

Section 17. Section 17 ofthe bill makes a technical amend—
ment to AS 35.27.030(2) inorder to conformwith Section 16.

Section 18. Section 18 ofthe bill makes atechnical amend-
ment to AS 36.10.180(a) inorder to subject the authority to
the preferential hiring requirements for contracts subject
to AS 36.10.150 - 36.10.175.
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Section 19. Section 19 of the bill makes an amendment to

AS 36.30.015(e) in order to allow the authority to adopt its
own procurement code that is substantially equivalent to the
state procurement code (AS 36.30).

Section 20. Section 20 of the bill makes a technical amend—
ment to AS 36.30.050(c) in order toallow the authority to
use the list of contractors compiled by the commissioner of
administration.

Section 21. Section 21 of ne bill makes a technical amend-—
ment to AS 36.30.850(b)(8) in order to conform with Section
38 of this bill.

Section 22. Section 22 of the bill makes an amendment to

AS 36.30.990(1) in order to exempt the authority from the
definition of agencies subject .o the state procurement code
(AS 36.30).

Section 23. Section 23 of the bill amends AS 37.05 (Fiscal
Procedures Act) in order to allow the commissioner of admin—
istration to delegate functions under AS 37.05 to the author—
ity.

Section 24. Section 24 of the bill amends AS 37.15.480 1in
order to transfer authority from the commissioner of trans—
portation and public facilities to the controller of the
authority in regard to the repayment of international air—
port revenue bonds.

Section 25. Section 25 of the bill amends AS 37.15.500 in
order to transfer responsibility for setting and collecting
fees, rents, and charges for use of the international air—
ports from the commissioner of transportation and public
facilities to the authority and to conform with Section 2 of
this bill.

Section 26. Section 26o0f the bill makes a technical amend-—
ment to AS 37.15.510 substituting the authority for the com—
missioner of transportation and public facilities 1in order

to conform with Section 2 of this bill.

Section 27. Section 270f the bill makes a technical amend-—
ment to AS 37.15.550 byadding a definition of "authority"
in order to conform with Sections 2 and 24-26 of this bill.
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Section 28. Section 28 of the bill makes an amendment to
AS 38.05 in order to exempt land held by the authority from
the jurisdiction of the Department of Natural Resources
under AS 38.05.

Section 29. Section 29 of the bill amends AS 39.35 by add-—
ing a section that requires state employees who are trans—
ferred to the authority to remain as participants in the
Public Employees Retirement Systen.

The authority may elect to include new employees of the
authority within the coverage of the Public Employees Retire—
ment Systems.

Section 30. Section 30 of the bill amends AS 39.50.200(h)
in order to subject members of the board of the authority to
AS 39.50 (Conflict of Interest).

Section 31. Section 31 of the bill amends AS 39.52.960(2)
in order to exclude the authority from the definition of
"agency".

Section 32. Section 32 of the bill amends AS 39.52.960(4)
in order to exclude the authority from the definition of
"board or commission."

Section 33. Section 33 of the bill amends AS 39.52.960(12)
in order to include the authority in the definition of
"instrumentality of the state."

Section 34. Section 34 of the bill amends AS 44.42.020(a)(7)
relating to the duties of the commissioner of transportation
and public facilities in order to clarify the jurisdiction

of the commissioner over state operated and state owned air—
ports and to conform with Section 2 of this bill.

Section 35. Section 35 of the bill provides for the trans-
fer of real and personal property used or controlled by the
Anchorage International Airport and the Fairbanks Interna-—
tional Airport to the Alaska International Airport Authority.

Employees of the Department of Transportation and Public
Facilities who are involved in the maintenance, operation,
and management of the Anchorage and Fairbanks internation
airports are transferred to the Alaska International Airport
Authority.

Classified employees transferred to the authority retain
their rights and status as state employees until their exist—
ing collective bargaining agreements expire.
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The authority 1is bound by the collective bargaining
agreements covering those employees that are transferred to
the authority.

The authority shall develop its own personnel rules,
but for the first six months of operation or until the
authority develops its own personnel rules, whichever
happens first, the authority shall follow state personnel
rules.

Section 36. Section 36 of the bill prescribes the terms of
the initial appointments to the board of directors of the
Alaska International Airport Authority.

Section 37. Section 37 of the bill repeals AS 02.15.091,
AS 37.15.550(5), and AS 39.25.120(14).

Section 38. Section 38 of the bill establishesJuly 1, 1987
as the effective date for secs. 1-18 and 23-37 of the bill.

Section 39. Section 39 of the bill establishes theeffec-
tive date of secs. 19-22 of the bill as the same as the
effective date of sec. 2, ch. 106, SLA 1986.

GUrcsh
c7/110



OVERVIEW OF HB 173

The purpose c: this Act is to establish an Authority for
the operation, management, planning, effective marketing,
and construction of facilities for the state-owned and
state-operated international airports located at
Fairbanks and Anchorage.

The Board of Directors of the Authority consists of five
members. Two members are appointed from Anchorage with
one member being nominated by the Municipal Assembly.

Two members are appointed from Fairbanks with one member
being nominated by the Borough Assembly. The fifth
member is the Commissioner of the Department of
Transportation and Public Facilities. The board members
are appointed by the Governor and confirmed by the
legislature to serve stujgered four-year terms. A member
may be removed for cause.

The board meets at least quarterly rece.J .ng compensation
of $400 per day for a maximum of 60 days plus travel and
per diem authorized by law for the state > boards and
commissions.

The board hires an executive director who 1in turn hires
staff including a controller and airport directors for
each of the international airports. Specific reference
is made to the qualifications of the airport directors.
Those qualifications are education, experience, training,
and expertise in management of airports.

The Authority would be exempted from the Executive Budget
Act and the Administrative Procedures Act except that
they would be required to create systems and procedures
that would be acceptable to the governor.

Each year the Authority would be required to submit to an
independent audit by a certified public accountant and
also to submit a performance report to the Governor and
the Legislature.

The Act contains a provision honoring collective
bargaining agreements in force upon the day the Authority
is created. Those agreements will be honored until their
expiration.
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ANCHORAGE/FAIRBANKS AIRLINES AIRPORT AFFAIRS COMMITTEE

P.O. Box 68900
Seattle, WA 98168
March 27, 1987

The Honorable Drue Pearce
Alaska State Representative
Pouch V

Juneau, AK 99811

Dear Representative Pearce:

The Anchorage/Fairbanks Airlines Airport Affairs Committee is an organization
representing the scheduled airlines (international, domestic, and

regional) serving the State’s two International Airports. A majority of the
members of the Committee have advised me that they are in support of the
concept of creating an independent Airport Authority to operate Anchorage and
Fairbanks International Airports, a”ng the general lines set forth in your
legislation, HB 173.

However, the airlines are very concerned that the legislation as written does
not go far enough in making the Airport Authority truly independent.
Specifically, we feel that the proposed Authority, similar to many airport
authorities throughout the country, should be completely independent in matters
such as establishment of the budget, fiscal oversight and financing, including
the issuance of Airport Revenue Bonds. The International Airports Revenue Fund
is totally self-sufficient and therefore does not present even a potential
burden to the General Fund of the State. Further, the airport revenue bonds
issued by the IARF are not supported by the full faith and credit of the State,
but instead are backed by the revenues of the airports which come from the
airlines and other users. These are important issues to the airlines.

At this point, we have not been able to review the legislation in full detail
and will most likely have more specific comments in the near future.
Individual airlines may also be providing direct input as the legislation
progresses.

The overall goal of the airlines, as evidenced in our recently negotiated Lease
and Operating Agreement with the State, is to operate in a partnership with the
airports and to help ensure the most cost-effective, prudent management
structure possible. The proposed Airport Authority can be an excellent

vehicle to this end, subject to the concerns expressed above relating to the
degree of independence.

Thank you for introducing this legislation. We look forward to working with
you to finalize a bill that is mutually agreeable to all concerned.

Sincerely,

(

Chairman, Anchorage/Fairbanks
Airlines Airport Affairs Committee

CTA:jk

cc: Anchorage/Fairbanks Airlines Airport Affairs Committee
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Honorable Betty Ca:o

Chairman - House Transportation Committee
P.0. 3ox V

Juneau, AK 99811

Dear Rep. Catoi

Reeve Aleutian Airways fully supports in concept SSHB173 as introduced
by Pearce and Kaniey. Reeve believes that creation of an Alaskan Inter-
national Airport Authority is iIn the best interest of air carriers, air
commerce and the traveling public.

Reeve notes that the legislation omits language relating to revenue bonding
and strongly encourages addition of such provisions in powers granted the
authority, I understand that language is being drafted to permit this
authority.

Reeve does anticipate testifying at some later time in favor of this legis-
lation and | do wish to keep this letter as brief as possible. There are
certain other points I would like to comment on.

Under Section 02.40.020 BOARD OF DIRECTORS

Reeve believes that Anchorage and Fairbanks are regional airports ir. addition
to their International status, Each community should nave the authority to
nominate or.e person directly to the legislature without the governor®s con-
firmation. The governor should have the authority to select two nominees
without restriction as to place of residency.

Page 3, line ¢ ..., any reference to designees for board members is trouble-

some. No board member should be authorized to have a designee, including
the commissioner.

4700 W. INTERNATIONAL AIRPORT RD. « ANCHORAGE, ALASKA 99502-1091



March 27, 1987
Honorable Betty Cato

Pag?. 2.

This legislation is pretty straight forward. The concept is tested,
proven and common throughout the L"nited States. The legislation is
sorely needed here in Alaska. | would be happy to answer any questions
or address any concerns you may have or the committee members may have.

I am hopeful that this bill will move along quickly and that we will see
the legislation this year.

Thank you.

Sincerely,

David A, Jensen J
Adminstrative Vice President

DAJ/kd
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March 27, 1987

Honorable Dctty Cabo

Chairman - House Transportation Committee
P.O. Box V

Juneau, AK 99811

Dear Rep. Cato:

I have polled the following airlines and they fully support in concept
SSHS173- Thoy also ara in gonoral agroomont with tho suggestions and
concerns outlined by Mr. David A. Jensen, Administrative Vice President
Reeve Aleutian Airways and Mr. Jack Birmingham, Vice President ERA
Helicopters in their March 27, 1987 correspondence to Honorable Betty
Cato and Honorable Drew Pearce.

Northern Air Cargo Inc.
South Central Air
Peninsula Air

Sincerely,

A
Norman R. Israelson
President

Avtech Alaska



ERA HELICOPTERS, INC.
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VIA TELECOPIER PLEASE REPLY 0

March 27, 1987 Anchorage

The Honorable Drue Pearce
Alaska State Legislature
House of Representatives
Post Office Box V

Juneau, Alaska 99811

Ref: SSHB 173; Anchorage and Fairbanks International Airport
Authority.

Dear Representative Pearce,

We at ERA support the essence of the Bill you and
Representative Hanley have sponsored, and we wish to commend you
and your staffs for the excellent work. Creation of an Airport
Authority will result in a vast improvement in the management of
the Anchorage and Fairbanks International Airport System.

As we have noted before, there are some areas of the Bill
that we would like to see refined. We will outline these briefly
here, and comment in further depth as discussion on the Bill
progressese

Proper management of the Airport System requires an
Authority that is independent of disruptive influences. We need
continuity and consistency 1in management, and a management that
is truly focused on the purposes, obligations and needs of the
Airport System. The effectiveness of the Authority will in large
measure depend on the degree of its independence. The Authority
should be as independent as feasible from certain influences that
may not be based entirely on the best interests of the Airport
System, its users, and the communities it serves.

The Board in particular should be as independent as

possible. We suggest that all four Board members other than the
Commissioner be nominated by their respective communities. We also
believe that the Board ought to be more staggered in terms. That

is, of the four Board members other than the Commissioner, one
should be appointed for an initial term of one year, one for two
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years, one Tfor three years and one for four years. The way it
stands now, any governoi could appoint a majority (and a quorum)
of three members every two years.

On the other hand, the method of selecting Board members
proposed by Reeve Aleutian Airways in its March 27th letter to
Representative Cato would be an acceptable improvement.

Section 2.40*100 sets forth the powers of the Authority, but
not the duties. We suggest the addition of a provision to the
effect that the primary duties of the Authority include the
management, operation, maintenance, development and promotion of
the Airport System in an efficient, responsive and businesslike
manner, with due regard for the System, its users, and the people
they serve.

The Authority should have more independence in terms of
controlling its own finances and budgets. In particular, it
should not be subject to the control of the State Bond Committee
when 1issuing Bonds. Nor should it be subject to undue control
by the Governor or the Legislature when establishing Airport
System budgets or priorities.

We believe the Controller should be hired by and should
report to the Executive Director. If the Board does nuL like the
choice, or the Controller"s performance, we are confident that
the Board®"s views will be taken seriously.

We are unclear about the effect of the language permitting

the Commissioner™s "designee" to sit on the Board. If the gover —
nor wishes to appoint a qualified "designee" in lieu of the
Commissioner, fine. If, on the other hand, the Commissioner

could assign a different deputy or staff person to attend Board
meetings on his behalf any time he chose to be elsewhere, that
would not be appropriate. No other Board member may vote by
proxy.

We are also unclear about the purpose of the difference 1in
residency requirements between Board members from the Fairbanks
area and those from the Anchorage area. We suggest changing the
first sentence in Section 2.40.020(b) to read "Two members shall
reside within the geographic boundaries of the Greater Anchorage
Area Borough". This would make it parallel with Section
2.40.020(c).-
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Again, our thanks to all for the time and energy put into
this important matter. Please do not hesitate to call if we can
help in any way.

Very truly yours,

Ic\U *<C— y Z
/ /
Jack, Birmingham
Vi*rje President & General Counsel

/
cc: The Honorable Betty Cato, Chairman, House Transportation

Committee.

JB/bjc



MEMORANDUM

TO: Representative Bette Cato, Chair
House Transportation Committee

FROM: Representative Drue Pearce
DATE: March 26, 1987

SUBJECT: HB 173 - Potential policy issues

The committee will hear the Alaska International
Airport Authority bill on Monday, March 30, 1987. The
purpose of this memo is to suggest some policy issues
which the committee may wish to address.

The Authority is a corporation established in the
Department of Transportation and Public Facilities
but has its legal existence independent of the
state.

The Authority 1is responsible for the operation,
management, planning, effective marketing, and
construction of facilities for the two
Internationals located at Fairbanks and Anchorage.
Should it be specifically stated that the Authority
should be self-sustaining?

Authority Board
Five-member board. Two from Anchorage, two from

Fairbanks plus the Commissioner of DOTPF.
Board appointed by Governor and confirmed by

legislature. Members serve for four-year staggered
terms.

Members subject to conflict of interest disclosure
(AS 39.50).

Compensation is set at the "not to exceed"™ amount of
$400/day payable for a maximum of 60 days in a
calendar year. Per diem and travel expenses are
authorized.

Members may be removed for cause (incompetence,
neglect of duty, or misconduct in office).

Board must meet at least quarterly upon the call of
the chair or at the request of three members.
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Staff of Authority

Board employs an executive director who serves at
the pleasure of the board. Executive director
responsible for selection and hiring of additional
staff.

Board employs a controller who serves at the
pleasure of the board. Should the controller report
to the board or to the executive director?

Executive director, with the concurrence of the
board, employs airport directors for each airport.
The directors are selected on the basis of
education, experience, training and expertise 1in
management of airports. Should directors hold the
professional designation "AAE" (Accredited Airport
Executive)? Should the director be allowed a period
of time such as 24 months to receive the
designation?

Insurance

What are the consequences of the Authority removing
itself from the umbrella of the state for the
purposes of insurance? What are the present costs?
Is there a way for the Authority to participate in
the state"™s insurance coverage in order to hold down
costs?

Budget Preparation and Presentation

Shall the Authority be required to submit
information to the governor in a document that sets
out the goals and objectives, proposed plans to
implement those goals and objectives, and a budget
for the succeeding fiscal year?

Shall the Authority be exempted from the Executive
Budget Act?

Shall there be legislative oversight regarding
appropriations?

Reporting Reguirements_

The Authority is required to submit a concise report
to the Governor by January 15 of each year
describing its operations, 1income, and expenditures
for the preceding fiscal year.

The report includes audited financial statements.
The Authority shall have a certified audit annually
conducted by an independent CPA.
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Real

Property

All real and personal property used and controlled
by the Anchorage and Fairbanks International
Airports will be transferred on the effective date.
Eminent domain exercised only with Governor-®s
approval.

Employees of the Authority

Employees transferred from DOTPF to the Authority
will continue to participate in SBS and PERS.

New employees will be included in the system on the
effective date of the Authority"s participation in
the system for that employee. (Requires that the
Authority sign a Participation Agreement with the
Department of Administration.)

All employees of DOTPF assigned to the management,
operation, and maintenance of Anchorage and
Fairbanks Internationals on the date of transfer
shall be transferred to the Authority as employees
of the Authority.

Classified employees transferred retain the rights
of state employees until the expiration of the
collective bargaining agreements in effect on the
effective date.

The Authority will operate under the State®s
personnel rules until 1/1/88 or until the Authority
adopts 1its own personnel rules, whichever occurs
first.

Exemptions

Except as may specifically noted the Authority is
exempt from:
the State®"s procurement code AS 36.30.
the Executive Budget Act AS 37.07.
AS 39 (Public Officers and Employees)
the Administrative Procedures Act AS 44.62.010
- 44.62.300
Specifically NOT exempted from the Open Meetings
Act.

Bonded Indebtedness

Existing debt will be transferred.

When new bonds are issued, shall the Authority have
responsibility for selling its own bonds? Should
the authority come from the state"s Bond Committee
or from the Legislature?



AMERICAN ASSOCIATION OF AIRPORT EXECUTIVES
Professional Designation

known as A.A.E.

Summary of Requirements

1. Apply to Association with recommendation by
person currently holding designation.

2. Write a 10,000 word thesis on some phase of
airport management.

3. Complete three 2-hour written exams on the
subjects of history of transportation industry,
economics, and management theory. (The written

exams can be proctored locally.)

4. Complete a 3-4 hour oral examination that 1is
given twice each year only at a national
conference.

It is reasonable to believe that a person could
apply for and complete the A.A.E. designation 1in
24-36 months.



AIRPORT
HIGHLIGHTS
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Published Weekly By The AIRPORT OPERATORS COUNCIL INTERNATIONAL, Inc. Volumo XXIIl, No....9

EMPLOYMENT OPPORTUNITIES

Three positions are open at Robert Mueller Municipal Airport in
Austin, Texas. All carry a March 15, 1987, deadline for resumes to be
received by Paula Gamez, City of Austin, Human Resources Dept., P.O.
Box 1088, Austin, Texas 78757 - 512-445-1030.

.Minimum requirements for manager, administration and finance, are
a bc.chelcr®s degree in airport management, finance/accounting or
related field; and five years experience 1in airport management,
including two years 1in a supervisory capacity. Salary range is
$32,800 - $52,000.

Minimum requirements for manager, project planning, are a
bachelor®s degree in civil engineering or related field and eight
years experience. Professional engineering work involving airport
construction projects 1is preferred. The jJjob requires registration as
a Professional Engineer in the state of Texas, or ability to obtain
registration within one year. Salary range 1is $38,900 - $53,000.

Minimum requirements for manager, airport operations, are a
bachelor®s degree in aviation management, business administration, or
related field; and five years management experience 1in airport
operations and maintenance. Salary range i3 $35,500 - $57,900.

The Port of Seattler Washincton. is seeking a deputy director for
its aviation division, which manages Sea-Tac International Airport.
Resumes should be received by March 6, 1987, by Port of Seattle Human
Resources Dept., P.O. Box 1209, Seattle, Washington 98111.

Minimum, r.eaairements for this new position are a bachelor®"s
degree in business, airport management, engineering, law, or a
related field; and, ideally, experience that includes an emphasis on
operations management, tenant negotiations, budgeting, cost control,
and work with governmental agencies on security. Salary range is
$55,200 - $75,684; starting salaries normally don"t exceed $65,442.

The City of San_Jnae, California, has an opening for a
supervising real estate agent at San Jose International Airport.
Candidates must have a bachelor®s degree (or equivalent) and four
years of property-related experience, including two years with a

> public agency. The salary range 1is $38,340 - $46,680. |Interested

persons must contact Sharon Borden by March 13, 1987, at the City of
San Jose, Personnel Dept., 801 N. First St., Room 207, San Jose,
California 95110 - 408-277-4204.

March 2, 1987



FAIRBANKS INTERNATIONAL AIRPORT



FAIRBANKS [INTERNATIONAL AIRPORT

Fairbanks International Airport (F1A) together with Anchorage International form the Alaska International
Airport System. FIA is a unique and integral part of this system. In addition to being the second busiest
domestic Fflight destination in the State, FIA serves as the primary Federally required alternate airport for
polar and For East flights diverted from Anchorage International Airport. This airport also serves a principal
support function for the operation and development of the interior and northern sectors of the State, as well as
having a large general and commuter aviation constituency.

The Airport System is self-supporting and derives its funding from the International Airport Revenue Fund
(IARF). The IARF is an enterprise fund which is supported by receipts from landing and parking fees, terminal
and land rental charges, and concession and fuel flowage fees collected at both airports. Since over 70% of the
IARF revenue collected annually comes from major domestic and international airlines, in early 1986 five-year
Airline Operating Agreements were executed with 34 airlines in order to establish a steady and guaranteed flow
of revenue into the fund. During FYss, FIA is forecast to collect $5,270,200 in revenue out of $59,673,000

total for the IARF.

The facilities within the Airport System are operated and maintained using only 1ARF revenue. Airport
facilities are constructed using IARF funding which may be utilized in conjunction with either Federal grants or
bond funds. Given the requirement for public air transportation facilities, the purpose of the FIA operating
budget 1is to provide asafe, efficient, convenient, economically positive transportation center. Activities
required for year-round maintenance, operation, and administrative efforts at FIA include snow removal, asphalt
patching, sanding and ice control on traveled and parking surfaces, erosion control, custodial services,

building maintenance, revenue accounting, leasing property and building space, billing preparation and
collection, overseeing parking lot management, providing for safety and fire protection (both aircraft and
facilities), emergency medical services, and overall police protection within the airport perimeter. During

Fyss , FIA 1is projected to have 339,000 enplaned passengers, 16,813 aircraft departures, and 163,000 total
aircraft operations within the airport®"s 20 mile control zone radius. FIA has 11,885,663 square feet of paved
taxi-ways, runways and aprons and 203,140 square feet of building space being maintained along with 34 Ilane
miles of roadway. The FYss8 operating budget request for FIA is $8,075,100, an increase of $179,900 over FY87.
These additional costs are directly attributable to law enforcement related functions that include meeting
increased F.A.A. requirements caused by world-wide terrorism and performing duties that had to some extent been

previously handled by the State Troopers.

Major 1issues TfTacing FIA and shared by Anchorage International are the completion of expanded and improved
facilities, maximizing airport revenues, reduction of operational deficits, marketing the Airport System,
reorganization of the airports into an Airport Authority, and completing the implementation of the comprehensive
Airport Management Information System. Addressing these challenges while maintaining the posture of providing
the necessary facilities for the aviation industry and the traveling public is the primary objective.
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FATRDAHKS~ArrERHATI1ONAL AIRPORT

Historical Budgetary Information

CAPITAL BUDGETS (@) OPERATING BUDGET (?) AHO AUTHORIZED POSITIONS
FYC2 Remote Apron Expansion 922,000 FYo2 5,432,000 77 Full Time
Paving Access Road & Apron 1,160,000
Sand Storage Building 710,000 FY83 5,924,100 77 Full Time,
CFR Vehicle 282,000
Quick Response Rescue Unit 269,000 FYo4 6,728,300 87 Full Time
Cat 1l Generator 245,000
3,580,000 FYQ5 6,926,100 87 Full Time
FY83 Terminal Expansion 13,311,000 FYs86 7,596,800 80 Full Time
Auto Parking Expansion 650,000
13,961,000 FY87 7,095,200 =93 Full Time
FY84 Drainage & Utilities 134.000
Terminal Improvements 372.000
East Ramp & Float Pond 5.632.000 PERCENTAGE OF OPERATING BUDGET EXPENDITURES
Maintenance & Security Egp. 959.000 BY MAJOR CATEGORIES
7.097.000
Personnel Services 67%
FY85 Airfield Improvements 200.000
Management Info. System 100,000 - Travel i$%
300.000
- Contractural Services 20%
FYO6 Runway Overlay & Rehab. 9,130,000*
Annual Improvements 300.000 —- Utilities 0%
9.430.000 Risk Management (Insurance) 4%
— Parking Lot Expenses 4%
FY87 CFR Vehicles 600,000* — Other Services 4%
Land Acquisition 3.500.000
Annual Improvements 200.000 - Commodities 121
4.300.000 t
-- Heating Fuel 1%
-— Diesel Fuel 1%
GRAND TOTAL e «38,676.000 -- Equipment Parts 2%
-- Custodial Supplies 1%

*FAA Grants, All Others IARF — Other Commodities 7%



Fairbanks International Airport
FY 1900 Operating Budget
(Dollars in Thousands)

) _FtIE|d iciuu? DP/

aintenance Maintenance Security Custodial Ma Int ini i

expenditures a Int. Administration up TOTAL
Personal Services $1,047.4 $ 476.7 $2,700.0 $509.3 $ — £620.8 [S $5,430.2
Travel 2.0 3.6 12.4 — 19.0 37.0
Contractual 149.1 709.3 65.3 - 706.5 1,630.2
Commodi ties 407 .6 236.7 109.9 04.0 14.0 933.0
Fqu ipment 0.0 6.0 10.2 9.0 - 3.5 36.7
Total $1,694.1 $1,432.3 $2,097.0 $603.1 - M $1,367.0 $0,075.1
FUNDING

1ARF $1,694.1 $1,432.3 $2,097.0 $603.1 - $1,367.0 $8,075.1
Total $1,694.1 $1,432.3 $2,097.0 $603.1 - $1,367.0 $0,075.1
POSIT IQMS

PFT 17 0 43 13 -- 12 93
PPT

Tota 1 17 0 43 13 12 93

Only major change for Fiscal Year 1900 over Fiscal Year 1907 budget is a $179 9 1incmasp in Hie Pencnnai

Those additional costs are directly attributable to law enforcement”~related

factions tlIG S°CUrily Co,nm,onent budget.



Fairhanks International Airport

TolLal PosilLions:

93 FT CURRENT AUTHORIZATION
93 FT FY38 REQUEST

Close liaison is maintained with other Divisions®™ engineering and planning personnel on a daily basis. This is in
lieu oF establishing an in-liouse iInfrastructure of assigned positions Lo perform these functions as is the case at
Anchorage International. Also unlike Anchorage International, Equipment Maintenance is not a separate budget
component but rather this type of maintenance is performed and budgeted for within the Field Maintenance and
Security Components.

EFFECTIVE DATE: July 1, 1986



FAIRBANKS INTERNATIONAL AIRPORT
RESPONSIBILITIES BY COMPONENT

Administration

Management service for the airport, accounting, leasing, planning and engineering.

Field Maintenance
Snow removal and ice control
Crack sealing and pot hole maintenance
0 Equipment maintenance
Building Maintenance
Maintenance of terminal buildings
Baggage conveyor systems
°© Maintenance of parking garage
Security
Crash Fire Rescue

Security - buildings and grounds

Custodial Services



Landing Fees
Fuel Flowage
Docking Fees

Federal Inspection
Station (FIS)

Space Rental

DEPARTMENT OF TRANSPORTATION and PURLIC FACILITIES
FAIRBANKS [INTERNATIONAL AIRPORT
FY 1908 PROJECTED RATES and FEES

$ .02

$ 27.33

$ 36.36

$ 27.21

per

per

per

per

per

1,000 pounds take off weight
gallons

use of state owned jetway

Federal Customs Inspection

square foot



DEPARTMENT OF TRANSPORTATION and PUBLIC FACILITIES
FAIRBANKS INTERNATIONAL AIRPORT
FY 1988 PROJECTED REVENUE

Landing Fees 10,500 Revenue Landings $1,385,400
Fuel Flowage 28,350,000 Gallons 567,000
Docking Fees 1,760 Dockings 48,100
Federal Inspection 825 Uses 30,000
Station
Space Rental 52,800 Sg. Ft. 1,436,700
Auto Parking 412,000
Concession Fees 726,000
Land Rental & Tie downs 665,000
TOTAL Projected Revenue $5,270,200



One Terminal Building
Runways, Taxiways, Ramps
Grounds around runways
Runway & Taxiway lights
Lighted signs

Equipment

132,000

273

12

950

52

67

Square Feet
Acres of Asphalt
Acres

Lights

Signs

Vehicles






ANCHORAGE INTERNATIONAL AII1PORT
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DEPARTMENT OF TRANSPORTATION and PUBLIC FACILITIES
ANCHORAGE INTERNATIONAL AIRPORT
FY 1988 Operating Budget Request
(dollars in thousands)

_Field Building Equipment Data A Word

Maintenance Maintenance Security Custodial Maintenance Administration Processing TOTAL
EXPENDITURES
Personal Services ¢ 2125.5 $ 2183.3 $ 3956.8 $ 2505.5 $ 787.3 $ 1120.5 $ 0.0 $ 12678.9
Travel 3.5 6.8 16.0 0.0 6.0 16.3 0.0 48.6
Contractual 263.3 1675.7 117.9 568.0 111.1 2837.7 20:0 5593.7
Commodities 629.8 239.4 168.9 127.8 398.6 15.1 2.0 1581.6
Equipment 46.8 35.2 66.4 3.6 16.5 0.0 38.8 207.3
TOTAL $ 3068.9 $ 4140.4 $ 4326.0 “$ 3204.9 $ 1319.5 $ 3989.6 $ 60.8 $ 20110.1
FUNDING
IARF $ 3068.9 $ 4140.4 $ 4326.0 $ 3204.9 $ 1319.5 S 3989.6 $ 60.8 $ 20110.1
TOTAL $ 3068.9 $4140.4 $4326.0 $3204.9 $ 1319.5 $ 3989.6 $ 60.8 $ 20110.1
POSITIONS
PFT 40 46 79 69 15 24 273
PPT 10 3 13
TOTAL 50 49 79 69 15 24 286

1/87
?>S



ASST. DIRECTOR
ADMINISTRATION

1PFT

DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES
ANCHORAGE INTERNATIONAL AIRPORT
FY 1988 OPERATING BUDGET REQUEST
STAFFING CHART

1 =
1ACCOUNTINGH IENGINEERIN~]~ IPLANNING j LEASING |

10PFT

IFIELD MAINTENANCE 1

40PFT
1DS

PERSONNEL TOTALS 286
PFT 273
PPT/S 13

DIRECTOR
APFT
ASST. DIRECTOR
OPERATIONS
1PFT
1
2PFT 2PFT APFT
T 1
| BUILDING MAINTENANCE |  ISECURITY |  CUSTODIAL |  EQUIPMENT MAINTENANCE"]
A6PFT 79PFT 69PFT 15PFT

3S



ANCHORAGE [INTERNATIONAL AIRPORT
RESPONSIBILITIES BY COHPOHENT

Administration
Management service for the airport, accounting, leasing, planning and engineering.
Field Maintenance

Snow removal and ice control
Crack sealing and pot hole maintenance

Building Maintenance
Maintenance of terminal buildings
Baggage conveyor systems
Maintenance of parking garage

Security

Crash Fire Rescue
Security - buildings and grounds

Equip*ent Maintenance

Custodial Services

2/87



DEPARTMENT OF TRANSPORTATION and PUBLIC FACILITIES
ANCHORAGE INTERNATIONAL AIRPORT
FY 1988 PROJECTED RATES AND FEES

Landi ng Fees $ .68 per 1,000 pounds take off weight
Fuel Flowage S .02 per gal lons
Dock ing Fees $222.62 per International Carrier Docking

Federal Inspection
Station (FIS) $ 36.36 per Federal Customs Inspection

Space Rental $ 27.21 per square foot



DEPARTMENT OF TRANSPORTATION and PUGLIC FACILITIES

ANCHORAGE INTERNATIONAL AIRPORT
FY 1980 PROJECTED REVENUE

Landi ng Fees
Fuel Flowage
Dock ing Fees
Federal |Inspection
Stat ion
Space Rental
Auto Park ing
Concession Fees
Land Rental 4 Tie Downs

TOTAL Projected Revenue

77,358 Revenue landings
516.550.000 Gal lons
6392 dockings

8,700 Uses

345.000 Sq. Ft.

$11,228,160
10.331.000
1,422,987
316,332

9,389,450
2.225.000
24,913,000
1.376.000

$61,201,929

2/87



Two Termi nal Buildlngs
Runways, Taxiways, Ramps
Grounds around runways
Runway A Taxiway lights
L ighted signs

Equlpment

isra

ANCHORAGE INTERNATIONAL AIRPORT

OVERVIEW

659,000

456
9.5
2,4/6
135

129

Square Feet
Acres ot Asphalt
Acres

Lights

Signs

Vehicles

Z/07

uzl



Revenue Fund

Construction

Revenue

Reserve

This is the fund

Fund

INTERNATIONAL AIRPORTS

FUND BALANCES
(Approximate as of 7/1/86)

Bond Redemption Fund

into which

and Replacement Account

money

Million

Million

Million

Million

is placed after it

is appropriated and pending the payment of project

costs.

This amount 1is

principal

and

equal to approximately one-year”"s

interest on

the

revenue bonds.



STATDECT 37 STATE OF ALASKA STATUEIT 37

CAFTEAL FPOJBCT FUNDS - ATRPOTT OafSTHXMmMON
BALAJICE SHEET
Juno 30, 1986 , .
(Stated in Hvousands)

1966 1968 1970 1972 Trunk 6 Sec. 1976 Interna inal Al\lrport
Airport . Airport , Airport . Alirport Airport Airport Airport Construction
construction Construction construction Construction Construction Construction Construction Scries G Ttrtal
ASSETS:
Current Assets:
cash in Treasury, _ S 3B $ 67 S % s 897 s 1527 §$ 1114 3 (1369) s 25940 s 29,325
Accounts Receivable 150 309
Total Assets s B S B57 s 480 5 897 s 1527 s 1114 5 (1369) § 26090 $ 29634
UABILmMiS ano RI.DeALANCES:
liabilities:
Accounts Payable S $ S S S 53 3 s 19 s 26,068 s 26,140
Warrants Outstanding 10 10
Die to General Fund 400 22 422
Due Other Funds 2,134 2,134
Total Liabilities S s S s s 53 s 400 s 2163 S 26090 s 28,706

FUrd Batances:

Feser/od for Enor-branees S S S S 156 s 5 3 163 S 394 s 718
L*nrescrvod B $ 857 480 897 1318 709 (3,695) (394) 210
Total Fund Balances $ 88 c e57 s 480 s 897 s 1474  $ 714 g (3532) s s 923
Total Liabilities and .
Fund Balances S B S &7 s 480 $ 897 1527 $= 1114 $-= (i,369) 5 26,090 ¢, 29,634
. CHAP 167 CHAP 167 QMP 22 CHAP 194 CHAP 118 CHAP 248 CHAP 149 CHAP 61
IFEAL HEFFF2iCS: SLA 1966 SIA 1963 SLA 1970 SLA 1972 SLA 1974 SIA 1976 SLA 1972 SLA 1985

FahHHUWMs>



30,19

jooSrtia; Slgfction Section

InE}t?icaflerlzrré)ojeéalc)uthorization S 11,500 § 8,800 s 10,000

558
Bogiroirg Balance, July 1 5 38 S 87 s
Prior Year Adjustments
- - S 38 s 857 s 558
Adj. Beginning Balance, July 1
AEomas:
Revenues:
Federal Receipts
DEDOCTTCTS:
Expenditures:
78
Construction 0OoGts
5 5 $ (79)
480
Ending Balance, June 30 $ %8 5 87 S

1772
Alirport
Construction

24,000

1,239

1,239

348

(342;
897

1974

Trunk & Sec.
Alirport
Construction

s 10,400
$ 889
s 899
$ 835

250

585
s 1474

1976
Airport
Construction
s 6,866
$ 726
(322)
S 404
s 311
2
S
309
S 713

International

Airports
Construction
S 28,000
$ (3,532)
$ (3,532)
S

S

s (3,532)

STATmufT 38

International

Alirports

construction

Series G Total

$ 38,000 $ 137,566

$ $ 775
(322)
S $ 453
s s 1,152
678
S S
474
s $ 927

"Vi.
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STATEMENT 65

Bonds

International Airports
1961 Construction

International Airports

International Airports

Total

STATE OF ALASKA

INTERNATIONAL AIRPORTS REVENUE BONDS

Bonds Authorized, Issued and Unissued

June 30, 1986

(Stated In Thousands)

Authori zed

Statute” Date Amount
Ch, 66 S 3<»,825(A)
SLA 7
Ch. 25 6/23/83 28,000(A)
SLA 83
Ch. 61 5/31/85 38.000(A)
SLA 85

S5100.825

(A Legal Reference AS 37.15.<*10 - .550

*1A8-

bate

6/1/68
6/1/69
6/1/71
6/1/73
6/1/75

8/1/83

Issued
Amount

S 7,000
2,225
6.500
8.500

10,600

28,000

$62,825

Amount
Uni ssued

38,000

$38,000



Fiscal

Year Principal
1969 $

1970

1971 225
1972 300
1973 325
1974 380
1975 405
1976 510
1977 540
1978 570
1979 610
1980 650
1981 690
1962 740
1983 1,245
1984 395
1985 915
1986 1,820
1987 2,005
1988 2,165
1989 2,340
1990 2,530
1991 2,725
1992 2,920
1993 3,140
1994 3,385
1995 3,635
1996 3,910
1997 3,300
1998 3,600
1999 2,985
2000 3,265
Total $ 52,225
Paid as of

6/30/86 10,320
Remaini ng

Liability

as of

6/30/86 $ 41,905

The Redemption Reserve in the amount of $5,492,975.00

STATE OF ALASKA

INTERNATIONAL AIRPORTS REVENUE BONOS

Debt Service by Fiscal Year
June 30, 1986

(Stated

Interest

$ 411
555
555
1,013

992
1,474
1,447
1,418
1,384
1,350
1,315
1,277
1,237
1,195
1,150
1,076
5,099
3,645
3,487
3,315
3,128
2,915
2,686
2,453
2,219
1,965
1,690
1,390
1,063

772

451

155

$ 54,296

26,600

S 27,695

Bank of America as trustee.

in Thousands)

Total Debt
Service To
Maturity

$ 411
555
780

1,313
1,317
1,854
1,852
1,928
1,924
1,920
1,925
1,927
1,927
1,935
2,395
1,471
6,014
5,465
5,492
5,480
5,468
5,445
5,411
5,373
5,359
5,350
5,325
5,300
4,363
4,372
3,436
3,420

$106,521

36,920

S 69,600

Net Cash
Redemption
Reserve
$

2,072

3,420
$ 5,492
$ 5,492

is held by the

STATEMENT 66

Requi red
Fiscal Ye

$ 411
555
780

1,313
1,317
1,854
1,852
1,928
1,924
1,920
1,925
1,927
1,927
1,935
2,395
1,471
6,014
5,465
5,492
5,480
5,468
5,445
5,411
5,373
5,359
5,350
5,325
5,300
4,363
4,372
1,364

$101,028

36,920

$ 64,107



COMPUTATION OF DIRECT AND OVERLAPPING OEOT
June 30, 1986 TABLE

(Stated In Thousands)

Governmental Unit Share Debt

General Obligation Bonds

State of Alaska GeneralObligation Bonds S 706,883

Eonds Based on State Appropriation

Alaska State BuildingAuthority* J 89,555
University of Alaska Revenue Bonds* 22,248
S 111,803

Revenue Bonds

International Airport Revenue Bonds S 41,905
Alaska Medical Facility Authority 11,943
Alaska Housing Finance Corporation 3,246,156

Alaska Housing Finance Corporation
State Guaranteed Bonds (Veterans

Mortgage Program) 1,190,365
Alaska Railroad Corporation 12,864
Alaska Municipal Bond Bank Authority 122,433
Alaska Industrial Development Authority 245,150
Alaska Power Authority Bonds 452,604

S5,323,420

* This debt is that of non-profit corporations which have issued bonds on
the strength of the State Legislature annually appropriating the neces-
sary funds to meet the debt service payments and a minimun of admini-
strative fees. The rating bureaus have been using this debt to compute
the State®s net debt position.

-163-



STATE OF ALASKA
SCHEDULE OF REVENUE BOND COVERAGE
INTERNATIONAL AIRPORT FUND TABLE 9
Last Ten Fiscal Years
June 30, 198G

(Stated in Thousands)

Net Revenue

Fiseal Cross Available for

Year Revenue Exoenses Debt Service Principal Interest lotal Ratio
1977 $18,187 $ 9,546 $ 8,641 5 540 $1,384 $1,924 4.49
1978(a) 18,756 10,087 8,669 570 1,350 1,920 4.52
1979 21,503 11,332 10,171 610 1,315 1,925 5.28
1980 22,385 12,483 9,902 650 1,277 1,927 5.14
-9S1 25,129 13,477 11,652 690 1,237 1,927 6.05
1982 27,106 16,525 10,581 740 1,195 1,935 5.47
1983 28,045 20,300 7,745 1,245 1,150 2,395 3.23
1984 29,370 20,311 9,059 395 1,076 1,471 6.16
1965 42,515 22,409 20,106 915 5,099 6,014 3.34
1986 47,900 25,504 22,396 1,820 3,645 5,465 4.09

(@ Revised Data

-165



TM3TF

Fiscal
Year

1987
1933
1999
1990
1991

in
AU

Ceneral
Cbl ioati on
Bonds

SIS™*,392
11*7,905
135,511
120,306

95,1*82

(Balance thru
final payoff

year)

Total

* Lease purchase bonds through non-profit corporations which are
by the State.

2L9,0i*0

3903,133

STATE OF ALASKA

SUMMARY OF DEBT SERVICE REQUIREMENTS TO MATURITY
ANNUAL PRINCIPAL AND INTEREST REQUIREMENTS

International
Ai rport
Bonds
$ 5,1*92
5,i1*80
5,1.68

5,115
5,111

1*2,302

$69,600

June 30, 1SS6

(Stated in Thousands)

Alaska Housing

Alaska Alaska Housing Finance Corporation
Medica i Finance State Guaranteed
Facility Corporation Bonds (Veterans
Authority Bonds Mortcaoe Program)
S 1,505 S 34*6,553 S 120,072
1,i*3 378,756 122,676
1,0 395,84*9 124+ ,SS5
1,1*87 388,S1L 127,331
1,i*83 396,14*1 129,550
13,021 5,215,211 2,979,291*
$20,1*91 S7,123 o4 S3,60<*,20S

Alaska
Railroad
Corporation
Bonds

S 3,952
2,594
2,20
2411
1,996

3.101*

S16.L80

paid through appropriations for rent



STATE OF ALASKA

DEBT SERVICE REQUIREMENTS TO MATURITY
TABLE 11 June 30, 1986

(Stated in Thousands)

GENERAL OBLIGATION BONDS

Fi seal Total

Year Principal Interest Requi rements
1987 $108,380 $ <(6,512 $154,892
1988 108,685 39,220 147,903
1989 103,727 31,78<( 135,511
1990 95,560 2<(,7<(6 120,30£
1991 77 ,<t9 17,983 95, <

(Balance thru
final payoff
year) 213,032 36,008 249,040

Total $706,883 $196,255 $903,138

These totals do not include principal and interest on AHFC State Guaranteed
Bonds (Veterans Mortgage Program).

INTERNATIONAL AIRPORT REVENUE BONDS

Fi seal Total
Year Pri ncioal Interest Requi repents
1987 $ 2,005 $ 3,<(87 $ 5,<(92
1988 2,165 3,315 5,<(80
1989 2,3<(0 3,128 5,468
1990 2,530 2,915 5.445
1991 2,725 2,686 5,411
(Balance thru '
final payoff

year) 30,140 12,162 42,302
Total $<(1,905 $27,695 $69,600

-168-
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CENTRAL REGION SIX YEAS CAPITAL
OBLIGATION/SPENDING PLAN

FISCAL YEAR St
PROJECT

AIA OVERLAY AND GROOVE RUNWAY 6R/24L

AIA DOMESTIC TERMINAL EXFANSION PHASE 111
AIA ANNUAL  IMPROVEMENTS FY28

AIA TAXIWAY <J* BLAST PROTECTION

AIA TERMINAL RENOVATION (BOTH TERMINALS)
AIA MAINTENANCE EQUIPMENT PURCHASE AND REPLACEMENT FYS8
AIA CONSTRUCT EPA AFPROVED FIRE PIT

AIA RECONSTRUCTION OF RAMP AREAS

AIA PAVE TUG ROAD PHASE 1

AIA EXPAND SAND STORAGE BLOG

AIA PAVE GENERAL AVIATION APRON FYSS

AIA HIGHSPEED TAY ILAY CONSTRUCTION
AIA CFR BUILDING

IMPROVEMENT PROGRAM
FY>~ - FY93

AIF FUND

51.875.0
50.0
50.D

5375.0
50.0
50.0
50.0
50.0
50.0
50.0
50.0

*2.250.0

51.303.3
$2,400.0

$3,700.3

1ARF FUND

5125.0
t11.000.0
St00.0
525.0
55,000.0
5740.0
5550.0
51.000.0
5100.0
5300.0
51.000.0

$20,440.0

5E6.7
51,625.0

51.711.7

O01HER

50.0
50.0
50.0
50.0
50.0
50.0
50.0
50.0
53.0
50.0
50.0

.0

$3.0
50.0

50.0

ADD. FD.
REQUIRED

51.375.0
Ju.0
50.0

5J7E.O0
0.0
10.0
50.0
50.0
50.0
50.0
50.0

52.250.0

51.333.0
$0.0

51.300.0

ANCHORAGE INTERNATIONAL AIRPORT

TOIAL FUND

52.000.0
t11.0C0.0
St00.0
$400.0
55.003.C
5740.0
5:50.0
$4.00.0
5100.0
$300.0

$i.00:.0

55."

$1,327.0
$4,025.0

$5,412.3

MATCH
FAJIO  AREA
0.9375  AIA
P AlA
0 AIA
0.9375  AIA
3 AA
3 AlA
0 AIA
0 AIA
M AIA
0 AA
noAIA
AIA
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CENTRAL REGION SIX YEAR CAPITAL H1TROVEFIENT PROGRAM
OBLIGATION/SPENDING RAIl  FYSA - FY9J

PROJECT

AIA RESURFACE TAXIWAY "K*

AIA CFR BUILDING

AIA DOMESTIC TERMINAL EXPANSION PHASE IV
AIA ANNUAL  IMPROVEMENTS FY39

AIA MAINTENANCE EQUIPMENT FYS9

AIA RECONSTRUCTION OP PAMP AREAS

AIA EXFAND FLOAT PLANE FACILITY

AIA GENERAL AVIATION DEVELOPMENT PHASE I
AIA GENERAL AVIATION PAVING FY39

AIA GENERAL AVIATION ELECTRIFICATION

FISCAL YEAR 89
AIP FUND

>2.812.5
$2,400.0
9.0
$0.0
2.0
%0.0
2.0

1ARF FUND OTHER
$127.5 0.0
$1,625.0 $10
$0.0 $46,000.0
$650.0 $0.0
$540.0 %0.0
JI.C00.0 %0.0
$2,500.0 10.0
$3,500.0 0.0
$1,000.0 0.0
$350.0 $0.0
ZZZ2Z77272Z77ZZ7Z7Z emmmmmmmsaas
$11,352.5 146.000.0

AX. FD.
REQUIRED

$2,813.0
0.0
9.0
%.0
.0
$10
%.0

ANCHORAGE ' INTERNATIONAL AIRPORT

TOTAL FUND

$3,000.0
$4,025.0
$46,000.0
Jt-50.0
J546.0
$1,000.0
$2,500.0
$3,503.0
JI1.CC0.0

HATCH
RA-10

0.9375
0
n

w o O o S o

AREA

AIA

AIA
AIA
AIA
AIA
AIA
AIA
AIA
AIA
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CENIRAL REGION SI* YEAR CAPITAL ItfROVEOT FROGRAH

OBLIGATICH/ :FENOING FLAN

FISCAL YEAR «O
PROTECT

AIA RECONSTRUCTION OF INTERNAL ROAWIAYS FY90
AIA ANNUAL WPROVEHENIS FY90

AIA MAINTENANCE ECUIFFIENT FY90

AIA RECONSTRUCTION Of RAUF AREAS FY90
AIA NORTH AIR PARK DEVELOPMENT PH 11

AIA PAVE TUG ROAD PHASE 11

AIA AIRCRAFT STORAGE AREA

AIA NOISE ABATEMENT PROGRAM FY90

AIA GENERAL AVIATION DEVELOPMENT PHASE M
AIA GENERAL AVIATION FAV3IS FY90

AIA NOISE MONITORING EQUIPMENT FY90

FY33 - FY93

AIP FUND

10.0
10.0
10.0
10.0
10.0

1ASF FUND

$3,937.0

$700.0
51.C00.0
$1,000.0
$3,200.0

$300.0
$1,300.0
$,100.0
$3.560.u

$17,727.0

OTHER

.0
0.0
9.0
9.0
10.0
.0
9.0

AO. FD.
REWIRED

ANCHORAGE INTERNATIONAL AIFPORT

TOTAL FUND

$3,537.0

$703.0
$1,000.0
$1,003.0
$3,200.0

$30-3.0
$1,300.0
14,600.0
$3,500.0
$1,000.0

tl00.6

$20,237.0

MATCH
RATIO AREA
0 A
o AlA
0 AlA
0 AA
0 AA
" AIA
o AlA
o AlA
o AlA
AIA
i AIA
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OtLIGATION/I'ENDING FLAN

FISCAL YEAR 91
PROJECT

AIA OVERLAY 4 GROOVE RUNWAY 14/32

ATA ANNUAL IHFROVEHENTS FY91

AIA RECONSTRUCTION OF [INTERNAL ROADWAYS FY91
AIA RECONSTRUCTION OF TAXIWAYS FYM

AIA MAINTENANCE EGI®IFHENT FY91

AIA RECONSTRUCTION OF RAMP AREAS FY91

AIA NOISE ABATEMENT PROGRAM FY91

AIA UPDATE EXISTING MASTERPLAN 1 NOISE STUDY
AIA NORTH TERMINAL EXPANSION STUDY

FY53 - FY93

AIP FUND

>2,343.s
10.0
$0.0
0.0
$0.0
$0.0
J0.0
$453.3
$0.0

$2,312.5

IARF FUND

$156.3
$750.0
$13,100.0
$2,000.0
$1,200.0
$1,000.0
$7,5G0.0
$31.3
$100.0

$25,537.5

OTHER

$0.0
J0.0
J0.0
$0.0
$0.0
$0.0
$0.0
$0.0
$0.0

J0.0

AD. FD.
REWIRED

$0.0
J0.0
$0.0
$0.0
10.0
10.0
$0.0
$0.0
9.0

$0.0

ANCHORAGE INTERNATIONAL AIRPORT

TOTAL FUND

J2.50G.0
$750.0
$13,100.0
$2,000.0
J1,200.0
11.303.0
$7,500.0
$503.0
$100.0

$23,650.0

HATCH
FAT"D

0.9375
0
0
0
0
3
0

0.-37S
0

AREA

AIA
AIA
AIA
AIA
AIA
AlA
AIA
AIA
AIA
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FISCAL
YEAR

92
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92
92
92
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PHASE! ;!
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A
CENTRAL REGION fix YEAS™ A 1
" _BHGATION/JFENDING fLAN

FISCAL YEAR 92
PROTECT

AIA ANNUAL  IMPROVEMENTS FY92

AIA TERMINAL REHA3 & REMODELING I130TH TERMINAL BLOGS)
AIA RECONSTRUCTION OF TAXIUAYS FY92

AIA RECONSTRUCTION Or RAM3 AREAS FY92

AIA MAINTENANCE EQUIPMENT FY92

AIA NORTH AIRPARK DEVELOPMENT FH I

IMROBENT ARGGAM
FSS -F W

ALF FUND

1ARF FUND

*750.0
*5.000.0
*1,000.0
*3.000,0
*1,200.0
*1,700.0

*12,653.0

OTHER

*0.0
*0.0
Jo.0

AX. HFD.
RECUIRED

*3.0
*0.0
J0.0
*0.0
*0.0
*0.0
1777777177111

*0.0

13

ANCHORAGE  INTERNATIONAL AIRPORT

TOTAL FUND

1750.0
*5.000.0
*1.030.0
$5,803.3
*1.200.0

*15,450.0

HATCH
PATIO AREA

AIA
AIA
AIA
AIA
AIA
o AlA

O o O O o
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CENTRAL REGION SIX YEAR A
OBLIGAJION"SFENOIHALAN

FISCAL YEAR 93
PROJECT

A!A OVERLAY RUNWAY OoL/24R

AIA ANNUAL  IMPROVEMENTS FY93

AIA TERMINAL EXPANSION (PHASE IV)
AIA MAINTENANCE EQUIPMENT FY93
AIA NOISE ABATEMENT PROGRAM FY9J
AIA REMOTE EMPLOYEE PARKING

IMPROVEMENT PROGRAM
FVis - F W

AIP FUND

J0.0
J0.0
J0.0
J0.0
$2.300.0
J0.0

*2.200.0

1ARF FUND

12,500.0
$500.0
J0.0
11,500.0
12,200.0
*2,000.0

*9.000.0

OTHER

J0.0
J0.0
$45,000.0
Jo.0
Jo.0
J0.0

$45,000.0

AO. FD.
REQUIFED

J0.0
J0.0
J0.0
Jo.0
J0.0
J0.0

J0.0

Anchorace [KIth X IM airPoRT

TOTAL FUND

*2.500.0
1s00.0
J45,000.0
J1,500.0
$5,000.0
$2,000.0

*56,200.0

MATCH
RATIO AREA

AIA
AlA
AIA
AIA
AIA
AIA

O o Lo o o
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March 25, 1997

FISCAL
YEAR REGION EXP/ALT FHUA FUNDS

B6 NO EXP
68 NO EXP
B8 NO EXP
88 NO EIP

TOTRL BY FISCAL YEAR

89 NO EXP
89 NO EIP
89 © EIP
89 NO EIP

TOTRL BY FISCAL YEAR

98 NO EXP
0 NO EIP
90 NO EXP
0 NO EXP

TOTAL BY FISCAL YEAR

9l o EXP
a1 NO EIP
al to EIP

TOTRL BY FISCAL YEAR

92 NO  EIP
® N EXP
Y] to EIP
92 N EIP

TOTAL BY FISCAL YEAR

10.0
10.0
10.0
10.0

10.0

10.0
10.0
10.0
10.0

13.0

10.0
Ww.0
10.0
10.0

10.0
10.0
10.0
10.0
10.0
10.0
10.0
10.0

10.0

10.0

DEPARTECNT OF TRFINSPORTRTION PNO PUBLIC FACILITIES

SIX YEAR CAPITFL IMPROVEMENT PROGRAM

*==FAIRBANKS INTERNATIONAL AIRPORTi**
*=|NTERNATIONAL AIRPORT REVENUE FUNDS***

AIP FUND IARF FUND  GEN FUD  OTICR FUND
10.0 13,030.0 10.0 10.0
10.0 200.0 10.0 10.0
10.0 1700.0 10.0 10.0
10.0 1200.0 10.0 10.0
10.0 11.103.0 10.0 10.0

11,300.0 1100.0 10.0 «10.0
10.0 1200.0 10.0 10.0
10.0 1500.0 10.0 10.0
10.0 12,303.0 10.0 10.3

11,330.0 12,630.0 10.0 10.0

1630.0 111303_8 10.0 10.0
10.0 0. 10.0 10.0
10.0 1V00.0 10.0 10.0
10.0 1603.0 10.0 13.0
1630.0 12,200.0 10.0 10.0
10.0 ©2¢0.0 10.0 10.0
10.0 11,500.9 10.0 10.0
10.0 1803.0 13.0 10.0
10.0 12,503.0 10.0 10.0
10.0 1203.0 10.0 10.0
10.0 11,500.0 10.0 10.0
13.0 ie33.3 10.0 10.0
13.0 11,0300 10.0 10.0
13.0 13,503.0 10.0 10.0

*EIP/PLTi

EXA-"EXPECTED
ALT*PLTERW)TE
DEF-DEFFERED

*CLASS TYPES (FWYS/OTHER)<

IS=INTERSTATE PR=PRIKARY
PS=PRINARY/SECONDARY CJKGWERCIPL/NON-PRIMARY
UfMIRBPR NC=tFIN-COHERCIAL
TR=TRANSIT AP=AREA POPULATION
KB=HARBORS DI=DISCRETIONARY

Pf=PUBLIC FACILITY
poBQInrx inwi)

*CLASS TYPES (AVIATION*

8132:21 ai

CLASS FIM)  ELECT

TYPE TYPE DIST PROJECT

IA-PR FA 20 FIA Access Road *A" Construction

IA-PR FA 20 FIA Annual lroroverents "88

IA-PR FA 20  FIA Land Acquisition

IA-RR FA 20  FIA CFR Bldg Upgrade-PE

IA-PR FA 20 FIA MI Aoron 1 Tuny Extension

IA-PR FA 20  FIA Annual leorovesents "89

IA-PR FA 20  FIA Teninal Area Landscaoing along Airport Wy

IA-PR FA 20 FIA CRR Bldg Upgrade Const leasing/ventil/

IA-PR FA 20 FIA MI Aoron t Taxinay Extension Ph 2

IA-PR FA 20 FIA Annual Irprovenents "90

IA-PR FA 20 FIA Fuel Hydrant Sys Repairs

IA-PR FA 20  FIA Float Pond Expansion

IA-PR FA 20 FIA Amual laprovesents "91

IA-PR FA 20 FIA Maintenance, CFR t Security Eouio Reolac,

IA-PR FA 20 FIA Noise Abatement Prograa

IA-PR FA 20 FIR Annual Inprower.ts 92

IA-PR FA 20  FIA Kaint Facility Expansion, Eauip Shop,

IA-PR FA 20 FIA Putoxobile Parking Lot Expansion

1A-P2 FA 20 FIA Gen Aviation Aoron | Txxy Exoan, Ph 2
*FUND TYPES*

FHAFEOERAL HIQ.W1YS
FA=FEDERAL AVIATION
GF=GENERAL FUND

ITFMNT*L AIRPORT REVENUE
OT=0THER FUND



FISCAL

YEAR REGION EXP/ALT FH4A FUNDS

93 NO EXP
B3 NO EXP
B NO EXP
93 NO EXP

TOTAL BY FISCAL YEAR

*EXP/ALT*

EX(»=ETPECTEO
ALT=PLTERNATE
DEF*DEFFERED

*==FAIRBANKS INTERNATIONAL AIRPORTM
*=<«INTERNATIONAL AIRPORT REVENUE FWDSm

AIP FUND
10.0 10.9
19.0 10.0
10.0 19.9
10.0 10.0
10.e 18.0

#CLASS TYPES (HWYS/QTHERM

IS=INTERSTPITE
PS-PRIKARY/SECONDA3Y
URAJRBAN
TR=TRANSIT
HB=HARBORS
PF=PUBLIC FACILITY
BR=BRIDGE (F)«A)

1PRF FUND GEN FUND
1200.9 10.0
1500.0 10.9
11,200.9 10.0
1700.0 10.0
12,600.0 19.0

«CLASS TYPES (AVIATION)*

PR--PRIWIRY
CN=COKMERC1AL/NON-PRIKARY
NtoKW-COMMERCIAL

AP=AREA POPULATION
OI=DISCRETIONARY

OTHER FUND

10.0
10.0
10.0
10.0

10.0

CLASS FUND  ELECT

TYPE TYPE DIST  PROJECT

IA-PR FA 20 FIA Annual Iroro.“etents "93

IA-PR FA 20 FIA Tereinal Resodel, Interior, Exterior, Roof

FIA West Industrial Rd Drainaoe Ixorv 1 Paving
FIA Maintenance Site Grading, Foundation Preo,

IA-PR FA 20
IA-PR FA = 20

*FUND TYPES*

FH=FEDERAL HIWHAVS
FA--FEDERRL AVIATION
GF=6ENERAL FUND

IA=INT*L AIRPORT REVENUE
OT=0THER FUND



Notes from meeting 1/29/87 among Drue, Jo and Ron Lind (DOTPF)

The International Airport Revenue Fund (1ARF) was established
as a financing mechanism so the airport could issue bonds.

The fuel tax goes to the General Fund; the fuel flowage fee
goes to the IARF.

Approx. $750,000 to $1,000,000 goes to DOTPF from the IARF to
pay for certain services.

The 1ARF can receive federal funds. That money can be spent
on ANC/FAIl airports which are considered to be of the "prime"
class or those monies can be spent on airports of "lower"”
classes.

The Operating Agreement (OA) for the airports gives those who
signed the agreement some say in the way their fees are spent
in order to keep increases in their fees under control. The
OA basically says "you"ll collect enough to operate the
airport, pay debt service and maintain a small reserve".

When the state proposes a new project on the airport that will
affect the amount of fees charged to the carriers, they have
the right to approve the project or they can disapprove the
project thereby delaying a project for one year. If the state
chooses to go ahead with the project before the one year-"s
time, those increased fees cannot be included in the operating

agreement. Those carriers who have not signed the OA are on a
month-to-month agreement and have no say 1in the way their fees
are spent. The OA gives both the state and the carriers some
stability.

IT the 1ARF capital dollars are used, the fund expects to
receive a return on 1its investment. This kind of revenue 1is
the first source of funds for new construction projects.

Prepaid Airline Revenue Account: This account contains a
small reserve of prepaid fees in the event that the costs of
operating the airport do not exceed the 1income. The signers

of the OA have the option as to how this money is applied.

Ron will get back to us with the reserve balance numbers.
See also the I1ARF Financial Report.



Synopsis of Anchorage International
Airport Operating Agreement and Lease
for Domestic Terminal

Sec.

Preamble DOTPF is owner/operator of Anchorage
International Airport

2.02 Airlines rights to operate are common rights
with others to use the airport for air
transportation business

2.03 Airline leases Exclusive Use Space
Airline has preferential but non-exclusive use
of Apron area
Airport Director can authorize other airlines
to use holdrooms, 1loading bridges and airline-
designated aircraft parking positions when not
needed for regular uses.

Airport Director can close, relocate, etc.
after reasonable notice so long as other
simultaneous access 1is provided.

3.01 Other Airlines can come in but must first try
to deal with Signatory Airlines for space and
use of facilities.

3.02 Signatory Airlines can be required to provide
space or facilities to other airlines but the
type of agreement is at the discretion of the
Signatory Airlines.

Signatory Airline does not have to comply 1if it
v.ould unreasonably interfere with their use of
space and facilities.

Signatory Airline may charge costs plus a 15%
administrative fee.

4.01 DOTPF will provide a Captial Improvement report

to Signatory Airlines by NLT the beginning of



.02

.03

.01

wt

the Fiscal Year before the Fiscal Year in which
DOTPF intends to undertake new Capital Improve—
ments (any physical asset that costs more than
$100,000 1including design and planning costs

and has a useful 1life greater than 3 years).

Report includes description, cost estimate,

preliminary drawings, project description ar
location and maps; supporting data; estimated
effective date and amount of adjustment to
rents or fees resulting from the Capital
Improvements cost; evaluation of need;
preferred source of funding.

System-wide (Anchorage and Fairbanks) Capital
Improvement whose costs are to be included 1in
rents and fees charged to Signatory Airline are
subject to Signatory Airline review except
those capital improvements done for the benefit
of an airline or other Airport System tenant
"under the terms of a separate agreement that
provides for payment of rents or fees to cover"
financing, maintenance and operation.

NLT 7/15 of each Fiscal Year, DOTPF will meet
with Signatory Airlines to discuss Capital
Improvements. Unless 67% of the Signatory
Airlines withhold approval of Capital Improve —
ments in writing within 30 days after the
meeting, Capital Improvements can go ahead.

If approval 1is withheld, DOTPF can ask for
reconsideration at a meeting within 15 days.
If approved by 67%, it passes.

If approval is withheld, DOTPF will either
postpone for 1 full Fiscal Year or will exclude
the capital costs from the rents and fees.

If after 1 fulx Fiscal Year postponement, DOTPF
proposes to go ahead with the same project, it
must be resubmitted to the Signatory Airline
and rents and fees may be raised to cover it.

Capital Improvements may proceed if -

- cost under $500,000

- necessary to comply with govt, agency
- necessary for health and safety

Rent is $28.99/sg.ft/yr. for exclusive use
space. Common use space is $28.99/sq.ft./yr.
prorated by use.

Fuel flowage fee 1is .02/gallon for aviation



fuel.

DOTPF to maintain cost accounting system for

Airports that shows:

- revenues

— maintenance and operation expenses

- expenses of DOTPF allocable to the Airport
System

— annual debt service

— amortization of assets acquired with IARF
funds

Records must be kept for these cost centers:
- Airfield Area

— Domestic Terminal Building

— Fairbanks Terminal

- International Terminal

— Other buildings and Grounds

By 9730 DOTPF will give following to Signatory

Airlines:

— Proposed annual capital and operating
budgets

— Schedule of annual debt service

— Preliminary calculation of rents and
landing fees for next Fiscal Year.

IARF financial statements to be audited

Rents and fees must be adjusted annually
without formal amendment to agreement.

Each year the Airport System terminal building
rental rate per square foot per year 1is
recalculated. Calculation takes into account:
— Total estimated maintenance and operation
expenses including administrative overhead
allocable to the terminal building
cost centers.

— An amount for amortization of capital expen—
ditures for assets placed in service on or
before 7/1/77 and before the new rental rate
is to take effect. Assets funded by bonds,
loans, grants are excluded

— Annual Debt Service (including any amount
required to satisy the rate covenant in the
bond resolution) allocable to the terminal
building cost.

- Any required deposit to reserve accounts
allocable to the terminal building costs.

- Estimated assessments, judgments, settle—
ments or charges payable by DOTPF directly
related to the Airport System and allocable
to terminal building cost centers.



Airport System parking revenues offset terminal
building r*nts as of 1/1/36.

Landing Fee Rate 1is recalculated each year.
— reductions are allowed by subtracting the
xMilowing amounts:
- revenue derived by DOTPF from all
sources other than Signatory Airlines
— Signatory Airlines terminal rent
- all fuel flowage fees paid by Signatory
Airlines
- the amount transferred from the Prepaid
Airline Revenue Account to the Revenue
Account net of any overpayment or
underpayment from operation of the
Airport System.

Landing fees can be raised after 30 days
written notice to the Signatory Airlines 1in the
event there is not enough revenue to cover the
landing fee requirement in 7.03.

If landing fee revenue from all Signatory
Airlines for any quarter varies by more than
10% from the estimated landing fee requirement,
DOX"PF may adjust landing fee rate for balance
of Fiscal Year.

This agreement suordinate to all pre: ent IARF
Bond resolutions.

Signatory Airlines have the opportunity to
review and comment on proposed amendments to
Bond resolutions and DOTPF will give consider —
ation to comments before adopting amendments

or issuing new bonds.

DOTPF deposits all revenues from Anchorage and
Fairbanks Internationals into IARF. Receipts
are applied in the following order:

- Interest Fund and Retirement Fund of the
Revenue Bond Redemption Fund to satisfy
payments due during Fiscal Year on all
outstanding Bonds.

- Bond Reserve Fund (to maintain a balance
equal to the maximum annual debt service
on all Bonds outstanding at the time

— Repair and Replacement Reserve Account
of at least $2 Million dollars

— Operating Account (reasonable and necessary
expenses for operation, maintenance, repair,
ordinary replacement, and reconstruction.

— Operation and Maintenance Reserve Account



10.01

10.02

10.03
10.04
10.05
10.06

11.01

2/10/87

JLF

(one-quarter of amount of annual budget for
operation and maintenance expenses)

— Capital Improvement Account

— Prepaid Airline Revenue Account
(min. $1 Mil. and any amount remaining 1in
the Revenue Account at the end of the
Fiscal Year after all amounts have been
deposited into other funds in the section

Airline Responsibilities

- to give required information

— perform reasonable, ordinary maintenance
within their Exclusive Use Space

- remove disabled aircraft

DOTPF1s Responsbhilities

— retain FAA certification

— operate and maintain Airports in reasonable
condision and repair

- keep terminal buildings clean, heated, etc.

Indemnification

Insurance - DOTPF maintains comprehensive
general liability and fire for Airport and
terminal building.

Airline carries public liability, aviation
liability, premises, property damage, etc.

Limits: $1 Million/seat for airline/aircraft/
public liability insurance or equivalent
insurance

— for propeller aircraft $10 Million

- for jet aircraft $20 Million

Waiver of Subrogation

Additional Insured

Notice of Claim

Insurance Rates - Airline maynot use the
airport in any manner that will increase the
DOTPF"s insurance rates.

Assignment and subleaseallowed withadvance
written approval

balance of agreement is standard
airport leasing provisions.
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ANCHORAGE INTERNATIONAL AIRPORT
AIRLINE OPERATING AGREEMENT AND
TERMINAL BUILDING LEASE
(DOMESTIC TERMINAL)

This Airline Operating Agreement and Terminal Building Lease (the
Agreement) 1is offered this day of , by and
between the State of Alaska, Department of Transportation and
Public Facilities (DOT&PF), and Airline, (AIRLINE), a ~corporation
organized and existing under the laws of

DOT&PF and AIRLINE agree as follows:

DOT&PF 1is the owner and operator of the Anchorage International
Airport in Anchorage, Alaska and has the right to enter into
leases and grant operating privileges at the Airport.

AIRLINE 1is a corporation engaged primarily in the business of
providing Air Transportation.

Both DOT&PF and AIRLINE have mutually agreed to establish
procedures for the periodic setting of rents and fees for the use
of the Airport System. Both DOT&PF and AIRLINE have mutually
negotiated and desire to enter 1into this Agreement 1in order to set
forth the rights, privileges, and obligations of both parties and
to facilitate the development, promotion, and improvement of Air
Transportation.

1 (DRAFT 1/14/86)
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ARTICLE 1
DEFINITIONS

Section 1.01. Definitions

The words and phrases defined below have the following meanings
when used in this Agreement:

1. "Airline™ means a business entity that provides Air
Transportation services.

2. "Air Transportation" means the carriage of persons,
property, cargo, or mail by aircraft and the activities,
functions, and operations incidental to an air transpor —
tation business.

3. "Aircraft Arrival™ means any aircraft arrival at the
Airport including scheduled, charter, sightseeing, test,
ferry, courtesy, inspection, training, or any other

flight. Aircraft Arrival does not include any flight
that immediately returns to the Airport because of

mechanical, meteorological, or other precautionary
reason.

4. "Airport™ means the real property and facilities of
Anchorage International Airport as it exists on the date
of execution of this Agreement or in the future. The

existing facilities and boundaries of the Airport are
shown in Exhibit A and described in the property plan,
Exhibit B.

5. "Airport Directives" means the Airport notices and
instructions 1issued by the Airport Director facilitating
day to day operation of the Airport and implementing
rules and regulations promulgated by state and federal
agencies requiring coordination by the Airport.

6. "Airport Director"” means the person DOT&PF delegates to
act on its behalf at the Airport.

7. "Airport System"™ means the Anchorage and Fairbanks
International Airports as they exist now or in the
future. The existing facilities and boundaries of both

airports are shown in Exhibits A and C and described in
the property plans, Exhibits B and D.

8. "Annual Budget"™ means the capital and operating budgets
for the Anchorage and Fairbanks International Airports
as signed by the Governor of the State of Alaska.

9. "Annual Debt Service"™ means the total amount required as
deposits in a Fiscal Year to any interest, principal, or
sinking fund account established by the Bond Resolution
for any Bonds issued for any Airport System purpose and
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to replenish the Bond Reserve Fund and the Repair and
Replacement Reserve Account under the Bond Resolution.

10. "Apron Area™ means the aircraft parking and maneuvering
areas abutting a terminal building up to its dripline.

11. "Bond"™ or "Bonds" means revenue bond or bonds supported
by the IARF and 1issued by the Stateof Alaska pursuant
to Alaska Statutes 37.15.410-37.15.550 or as amended.

12. "Bond Resolution” means Resolution No. 68-4 adopted by
the State Bond Committee of the State of Alaska and any
additional resolutions providing for the issuance of
Bonds.

13. "Capital Improvement"” means any physical asset that
costs more then $100,000 including design and planning
costs, has an expected useful life greater than three
years, and is purchased or constructed to improve,
protect, maintain, or develop the Airport System.

14. "Certificated Maximum Gross Takeoff Weight" means the
maximum takeoff weight at which each aircraft is author—
ized by the FAA to operate from the Airport.

15. "Common Use Space" means the space that is available for
lease and use in common with other Airlines.

16. "Exclusive Use Space™ means the space leased exclusively
by AIRLINE.

17. "FAA" means the Federal Aviation Administration.

18. "Fiscal Year™ means any fiscal year adopted by DOT&PF.

The Fiscal Year of the DOT&PF currently begins on July 1
and ends on June 30.

1P. "International Airports Revenue Fund"” (lIARF) means the
fund or funds established now or in the future ©pursuant
to Alaska Statute 37.15.430 or as amended.

20. "Premises"” means all of the Common Use Space and Exclu—
sive Use Space leased to AIRLINE under this Agreement.

21. "Rate Covenant"™ means Section 6.12 of the Bond Resolu—
tion and any similar provision of any supplemental or
additional resolution providing for the issuance of
Bonds.

22. "Signatory Airline" means an Airline that has executed
an airline operating agreement with DOT&PF for the use
and occupancy of Airport facilities that 1is substantial —
ly similar to this Agreement.
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ARTICLE 2
USE OF AIRPORT FACILITIES

Section 2.01. Term

This Agreement 1is effective from 12:01 a.m. on July 1, 1985 until
12:01 a.m. on July 1, 1990.

Section 2.02. Uses of the Airport

AIRLINE 1is granted the right to use the Airport, 1in common _with
others, for the sole purpose of conducting AIRLINE"S Air
Transportation business. In addition to all rights granted
elsewhere in this Agreement, AIRLINE®"S wuse of the Airport for
conducting its Air Transportation business includes the right to:

1. Land, takeoff, fly, taxi, push, tow, load, or unload
aircraft.
2. Repair, maintain, condition, service, test, park, or

store aircraft.

3. Perform or cause to be performed by contract, customary
aircraft fueling, servicing, and line maintenance at
aircraft parking positions adjacent to the terminal
building or on exclusively leased aprons before loading
and takeoff or as soon as practical following landing
and unloading. AIRLINE may perform ether maintenance of
aircraft, vehicles, or equipment only at exclusively
leased aprons or at locations designated by DOT&PF.

4. Sell tickets, document shipments, handle reservations,
and sell transportation of cargo, mail, and personal
proparty by air, and perform, or cause to be performed
by contract, the customary handling of passengers,
baggage, cargo and mail.

5. li.stall, maintain, or operate, by AIRLINE alone or in
conjunction with any other Airline, air-to-ground and
other communication, meteorological, and aerial

navigation systems between locations on the Airport,
subject to prior written approval of DOT&PF and Section
15.11.

6. Ground train personnel on the Airport necessary to the
conduct of AIRLINE®"S Air Transportation business.

7. Transport by air, load, and unload persons, property,
cargo, and mail at the Airport.

8. Use motor vehicles or other ground transportation
equipment required for the conduct of AIRLINE"S Air
Transportation business. This Agreement does not give
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AIRLINE the right to operate a ground transportation

business to or from the Airport.

9. Install, maintain, and operate passenger clubs, lounges,
or VIP rooms in AIRLINE"S Exclusive Use Space. AIRLINE
may not sell food or beverage items in clubs, lounges,

or VIP rooms if the sales violate the contractual rights
of the Airport"s food and beverage concessionaire.

a. If AIRLINE sells food or beverage items in its

passenger clubs, lounges, or VIP rooms,

will submit to DOT&PF a monthly report

sales of food and beverage items and pay DOT&PF

AIRLINE
of the gross
a

monthly percentage of gross fee for those sales.
The percentage amounts used to calculate this fee

will be the same as the percentage amounts that
DOT&PF requires the food and beverage
concessionaire to pay.

b. If AIRLINE sells food or beverage items in its
passenger clubs, lounges, or VIP rooms, AIRLINE
will use the Airport"s food and beverage

concessionaire as AIRLINE"S supplier

of food and

beverage services if required by the terms of the
food and beverage concessionaire”"s contract with

DOT&PF. In this event, the monthly

DOT&PF and the monthly percentage of

report to
gross sales

fee described in Section 2.02.9.a do not apply to

AIRLINE but to the concessionaire only.

Nothing 1in

this Agreement prevents AIRLINE from selling

memberships 1in its VIP rooms. The sale of
ships for use of a VIP room is not considered

sale of food and beverage.

member —
a

10. Install and maintain AIRLINE®S identification signs,
advertising, or similar matter on AIRLINE®"S Premises.
The size, type and location of signs must be approved 1in
writing by the Airport Director before installation.

11. Purchase AIRLINE®S requirements of personal
services, including fuel, lubricants, infli

property or
ght food or

beverages, and other supplies. AIRLINE may purchase

goods and services from any person or
AIRLINE®S choice.

company of

12. Sell, lease, transfer, dispose, or exchange AIRLINE"S

aircraft, engines, accessories, equipment,
necessary to conduct its Air Transportation

13. Use non-exclusive employee vehicle parking

or supplies
business.

facilities

for employees at the Airport at locations designated by
the Airport Director. The Airport may charge a separate
fee for employee vehicle parking which fee must be the
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14.

Section

D.

E.

2.

INTERNATIONAL AIRPORT AIRLINE OPERATING AGREEMENT

same for AIRLINE®"S employees as the employees of other
Airport tenants.

Sell or provide any of the services listed in this
Section to any other Airline.

03. Exclusive and Common Use Space

AIRLINE leases Exclusive Use Space as listed on Exhibit
E and depicted on Exhibit J. AIRLINE leases in common
with others the Common Use Space listed on Exhibit E and
depicted on Exhibit J. AIRLINE may only use each space
for the purpose designated on Exhibit E unless the
Airport Director approves a change.

AIRLINE 1is granted the preferential but nonexclusive use
of the Apron Area at the aircraft parking positions
designated for AIRLINE®"S use on Exhibit H. This is
AIRLINE®"S preferential apron area. AIRLINE may use the
parking positions to park a reasonable amount of service
equipment required for AIRLINE"S operations, subject to
the Airport Director®s approval.

The Airport Director may authorize other Airlines to use
AIRLINE®S holdrooms, loading bridges, and AIRLINE"S
designated aircraft parking positions whenever they are
not required for AIRLINE®"S scheduled, extra section,
delayed, and charter passenger flight activities or the
passenger flight activities of any Airline for which
AIRLINE 1is providing contract services pursuant to a
written agreement. As a condition of the use of
AIRLINE®"S facilities, AIRLINE has the right to require
the Airline to enter into an agreement covering the use
of AIRLINE®"S facilities and may charge the other Airline
a reasonable fee not to exceed the rates designated in
the Mutual Assistance Ground Handling Service Agreement
(MAGSA) for the use of holdrooms, loading bridges, and
associated equipment.

DOT&PF grants the right of adequate ingress to and
egress from the Airport and the Premises to AIRLINE and
its officers, employees, agents, passengers,
contractors, invitees, suppliers, and furnishers of

services, subject to the Airport Directives.

DOT&PF has the right to close, relocate, reconstruct, or
modify any access to space provided for AIRLINE®"S use
after reasonable notice so long as adequate substitute

access is simultaneously ©provided. DOT&PF is not
obligated to compensate AIRLINE for any change in
access. AIRLINE®"S obligation to perform under this

Agreement may not be altered or affected by any change
in access described in this subsection.
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Section

A.

Section

A.

ARTICLE 3
ACCOMMODATION OF OTHER AIRLINES

.01. Accommodation Procedures

If an Airline initiates or expands regularly scheduled
Air Transportation at the Airport and needs terminal
space and facilities, DOT&PF will require the Airline to
use its best efforts to make suitabie arrangements for
the Airline"s operations at the Airport by:

1. Attempting to secure existing available space or
facilities from the DOT&PF, or

2. Attempting to obtain the use of facilities from
Signatory Airlines using the terminal.

The DOT&PF will use its best efforts to accommodate the
Airline by:

1. Attempting to accommodate the Airline in existing
available space or facilities for direct lease or
use; or, if none 1is available, by

2. Reviewing the feasibility of immediate construction
of new space or facilities for the Airline"s lease
or use.

Upon written request from the Airline, AIRLINE will use
its best efforts to make suitable arrangements to either
handle the operations of or share its Exclusive Use
Space with the Airline.

If the efforts of the Airline, DOT&PF, AIRLINE, and
other Signatory Airlines do not satisfy the Airline"s
reasonable space requirements, DOT&PF will, in  writing,
notify all of the Signatory Airlines at the terminal
that all of the requirements of Section 3.01.A, B, and C
have been undertaken and have failed to satisfy the
requesting Airline®"s reasonable space requirements.

.02. DOT&PF"s Right to Require Accommodation

If the events specified in Section 3.01 have occurred,
if 30 days have elapsed since the DOT&PF"s notice has
been given, and if the Airline is still unable to meet
its reasonable requirements for space and facilities,
then DOT&PF may require that AIRLINE provide space or
facilities to the Airline pursuant to a sublease,
assignment, license, use agreement, ground handling
agreement, or any combination of them. The type of
agreement 1is at the discretion of AIRLINE.
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If the proposed accommodation unreasonably interferes or
is incompatible with AIRLINE"S use of its space and
facilities for handling its scheduled passenger and

cargo operations, (including the passenger flight
activities of any operation for which AIRLINE is
providing contract services pursuant to a written

agreement) then AIRLINE is under p.o obligation to
provide accommodation.

If the proposed accommodation does not unreasonably
interfere or is not otherwise incompatible with
AIRLINE®"S use of the space and facilities for handling
its scheduled passenger and cargo operations (including
the passenger flight activities of any operation for
which AIRLINE 1is providing contract services pursuant to
a written agreement), ATRLINE will accommodate the
Airline. AIRLINE may charge the Airline for AIRLINE"S
operating and capital costs related to the space and
facilities and an administrative fee that does not
exceed 15 percent of AIRLINE"S operating and capital
costs for the accommodation space.
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Section

A.

Section

A.

4

4.

INTERNATIONAL AIRPORT AIRLINE OPERATING AGREEMENT

ARTICLE 4
CAPITAL IMPROVEMENTS

.01. Capital Improvement Report

During the term of this Agreement/ DOT&PF will provide a
Capital Improvement report to AIRLINE and each Signatory
Airline no later than the beginning of the Fiscal Year
before the Fiscal Year in which DOT&PF intends to
undertake new Capital Improvements. The Capital Im—
provement report must identify Capital Improvements that
will impact AIRLINE"S rents and fees.

The Capital Improvement report will include the follow—
ing information:

1. A description of the proposed Capital Improvement,
including cost estimates, available preliminary
drawings, project descriptions, and location maps;

2. The supporting data used to allocate the proposed
Capital Improvement cost to the appropriate Airport
System cost centers;

3. The estimated effective date and amount of any
adjustment to rents or fees resulting from the
proposed Capital Improvement®"s cost;

4. DOT&PF"s evaluation of the need for an anticipated
benefit from the proposed Capital Improvement,
including any appropriate economic justification;
and

5. DOT&PF"s preferred source of funding.

02. Approval of Capital Improvements

AlIl Airport System proposed Capital Improvements whose
costs are to be included in the rents and fees charged
to AIRLINE and the Signatory Airlines will be subject to
Signatory Airline review except those Capital Improve —
ments undertaken by DOT&PF for the benefit of an Airline
or other Airport System tenant under the terms of a
separate agreement that provides for payment of rents or
fees to cover the financing of the improvement and the
cost of its maintenance and operation.

Two weeks after the beginning of the Fiscal Year, DOT&PF
will meet with AIRLINE and the other Signatory Airlines
to discuss the proposed Capital Improvements. Unless 67
percent of the number of Signatory Airlines, either
directly or through a designated Signatory Airline
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representative, withhold approval of specific proposed
projects in writing within 30 days after the meeting,
the Capital Improvement will be deemed approved by the
Signatory Airlines.

If DOT&PF receives notice that approval of the Capital
Improvement is withheld under Section 4.02.8B, the
Commissioner of DOT&PF may request reconsideration of
the Capital Improvement at a meeting to be held with the
Signatory Airlines within 15 days after the notice that
approval is withheld has been received. Unless approval
is again specifically withheld in writing within 30 days
after the reconsideration meeting by 67 percent of the
number of Signatory Airlines, either directly or through
a designated representative, the proposed Capital
Improvement will be deemed approved.

If approval is withheld as provided in Section 4.02.8B
and C, DOT&PF will either postpone the proposed Capital
Improvement for one Fiscal Year after the Fiscal Year in
which DOT&PF originally intended to undertake the
Capital Improvement or will exclude the capital cost of
the Capital Improvement from the calculation of
AIRLINE®"S rents and fees.

If after the one Fiscal Year postponement DOT&PF pro—
poses to construct the postponed Capital Improvement,

the Capital Improvement must be submitted to the Signa-—
tory Airlines for review in accordance with Section
4.01.

If a Capital Improvement is begun after a one year
postponement, approval by the Signatory Airlines is not
required and DOT&PF may include the amortization of
capital cost, debt service, or lease payments of the
Capital Improvement in the rents and fees charged to
AIRLINE and the Signatory Airlines after the Capital
Improvement has been completed and placed in service.

After the postponement described in Section 4.02.D, any
Capital Improvement project listed in the Capital
Improvement report may be constructed so long as the
Capital Improvement project can be completed within the
Capital Improvement project scope originally provided to
the Signatory Airlines. Any Capital Improvement project
that is materially increased beyond the original scope
must be resubmitted to the Signatory Airlines for review
as a new project.

Faction 4.03. Capital Improvement Exceptions

Even 1if

approval of a Capital Improvement is withheld under

Section 4.02, DOT&PF may proceed with the Capital Improvement and
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upon completion include the cost, net of gifts and grants-in-aid,
in the rents and fees charged to AIRLINE and the Signatory
Airlines if:

1. DOT&PF determines that the Capital Improvement will cost
less than $500,000 including all planning, design, and
construction costs, or,

2. The Capital Improvement 1is necessary and prudent to:

a. Comply with any regulation or order of any govern-—
mental agency (including DOT&PF acting in its
nonproprietary capacity) that has jurisdiction over
the operation of the Airport Systen;

b. Maintain or create Airport Systen functional
capability at the level required by the Bond
Resolution or the Bond trustee (wuose responsibil —
ities are defined in the Bond Resolution) pursuant
to the Bond Resolution for the security of Bonds;

C. Maintain the public health, safety, or welfare;
d. Defend and settle litigation, or satisfy judgments
against the Airport Systen rendered by a court of

competent jJurisdiction;

e. Repair or prevent casualty damage to Airport Systen
property; or

f. Acquire land reasonably necessary to preserve the
Airport System.

Section 4.04. Approved Capital Improvements

The Capital Improvements listed in Exhibit K are exempt from
review under Section 4.02 except as provided 1in Section 4.02.6.
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ARTICLE 5
RENTS AND FEES

Section 5.01. Consideration

The consideration that AIRLINE agrees to provide DOT&PF for this
Agreement, including use of the Exclusive Use Space, Common Use
Space, and the use of preferential aircraft parking positions, is
the following:

A. Provide regularly scheduled Air Transportation to and
from the Airport, and

B. Pay the rents and tees and perform all the obligations
described in this Agreement. The rents and fees include
the following:

1. The initial rent for the Exclusive Use Space set
forth in Exhibit E and depicted on Exhibit J that
AIRLINE will pay to DOT&PF is the terminal building
rent of $28.99 per square foot per year, payable
monthly. All rent for the Exclusive Use Space is
due on the first day of each month.

2. a. AIRLINE will pay rent for the Common Use Space
that is available for use by all Airlines as
set forth in Exhibit E and depicted on Exhibit
J. The Common Use Space rent that AIRLINE
will pay to DOT&PF 1is AIRLINE"S prorated share
of the terminal building rent calculated
initially at $28.99 per square foot per year,
payable monthly. Ten percent of the rent will
be prorated equally among the Airlines
(including AIRLINE) wusing the Common Use Space
and the remaining ninety percent of the rent
will be prorated among the Airlines using the
space based on enplanaments. AIRLINE s share
of the remaining 90 percent will be based on
the ratio of the number of AIRLINE®"S enplaning
passengers at this terminal to the total

number of enplaning passengers at this
terminal based upon the previous month"s
certified activity reports. During the first

two months after initiating service, enplane-
ments of an Airline initiating service at the
Airport will be included in the total number
of enplaning passengers at the Airport using
the number as reasonably estimated by the
Airline initiating service. DOT&PF will
invoice AIRLINE its prorated share of the rent
for the Common Use Space by the 15th of the
month for the following month"s rent. DOT&PF
will base the prorated rent on enplanements
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from the preceding month as reported in
AIRLINE®"S certified activity reports described
in Section 5.02.

b. If AIRLINE fails to furnish DOT&PF with a
certified activity report by the 30th day of
the month as required in Section 5.02, the
prorated rent may be calculated by assuming
AIRLINE®"S enplanements were 110 percent of the
enplanements used for the previous month's

calculation. After delivery of a late
certified activity report by AIRLINE, DOT&PF
will invoice AIRLINE for any actual

enplanements that exceeded the assumed 110
percent used for the first invoice calcu—

lation. No adjustment will be made to the
rent of any Airline that submits a timely and
accurate certified activity report. Any

overpayment will not be repaid to AIRLINE.

C. A different prorated rent formula may be
applied tc the Common Use Space if all of the
Signatory Airlines and DOT&PF agree. If all

of the Signatory Airlines cannot agree on a
different prorated rent formula, DOT&PF may
use its management prerogative to determine an
equitable formula.

d. All rent for the Exclusive Use Space and
Common Use Space is calculated wusing the
terminal building rental rate and is esubject
to adjustment as provided in Section 7.02.
The terminal building rental rate for the
Exclusive Use Space and Common Use Space may
not be less than $15.00 per square foot per
year .

AIRLINE, directly or through its supplier or agent,
will pay for the term of this Agreement a fuel
flowage fee of $0.02 per gallon for aircraft fuel
measured as specified in either the Master
Agreement Aviation Fueling Operations entered into
between Anchorage Fueling Service Company and the
State of Alaska, or DOT&PF agreements with

suppliers. The fee must be paid monthly and 1is due
on the 20th day of the month after receipt of the
fuel.

Upon the effective date of this Agreement, rents

and fees for the use of all other facilities,
rights, and privileges granted to AIRLINE, except
as provided elsewhere in this Agreement, will be
combined in and represented by a landing fee that
is subject to adjustment pursuant to Article 7. No
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other fee may be charged AIRLINE for the
facilities, rights, and privileges granted under
this Agreement.

a. Upon the effective date of this Agreement, the
landing fee rate for the Fiscal Year 1is $.37
per 1,000 pounds of Certificated Maximum Gross
Takeoff Weight. The landing fee rate must be
recalculated for each Fiscal Year thereafter
as set forth 1in Article 7, but in no event may
the landing fee rate be less than $0.30 per
1,000 pounds of Certificated Maximum Gross
Takeoff Weight.

b. The landing fees for Aircraft Arrivals must be
invoiced monthly by DOT&PF and are due from
AIRLINE 30 days after the date on the invoice.
The landing fee must be calculated by
multiplying the number of 1,000 pound units of
the Certificated Maximum Gross Takeoff \Weight
of AIRLINE during the month by the current
landing fee rate established by DOT&PF in

accordance with Section 7.03 of this
Agreement. Acceptance by DOT&PF of any
payment does not preclude DOT&PF from
verifying the accuracy of AIRLINE"S

calculations and from refunding or recovering
any difference established by DOT&PF.

Section 5.02. Certified Activity Reports Required

A.

By the 10th day of each month, AIRLINE will provide
DOT&PF with a certified activity report of AIRLINE"S
operations at the Airport during the preceding month.
The certified activity report must be on Form Anchorage
05-002 provided by DOT&PF and include all data necessary
to calculate the landing fee due as well as any other
data that DOT&PF reasonably requests.

If AIRLINE fFails to furnish DOT&PF with the certified
activity report required by Section 5.02.A by the 10th
day of each month, DOT&PF may determine AIRLINE"S
landing fee by assuming that the total takeoff weight
for AIRLINE during the preceding month was 110 percent
of the total takeoff weight of AIRLINE used for the

previous month. After delivery of a late certified
activity report by AIRLINE, DOT&PF will recalculate the
landing fee and will invoice AIRLINE for any

underpayment, but any overpayment will not be repaid to
AIRLINE. AIRLINE remains responsible for submitting a
certified activity report for each month regardless of
any estimate made by DOT&PF.
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Section 5.03. Interest on Overdue Payments

Any payment due and not received accrues interest from the due
date until paid in full at the highest lawful contract rate in
Alaska as defined by Alaska Statute 45.45.010 or as amended.
Interest on disputed amounts may not be charged to AIRLINE if the
dispute is resolved in AIRLINE"S favor.

Section 5.04. Additional Rent

After 10 days®™ written notice to AIRLINE, DOT&PF may, but 1is not
obligated to, cure any default by -AIRLINE of its obligation to
perform under Article 9 of this Agreement. Any amount paid or
cost incurred by DOT&PF to cure any default by AIRLINE, plus a 15
percent administrative fee, is agreed to be additional rent.
Unless otherwise provided, all additional rent is due from AIRLINE
with the next installment of monthly rent due under this
Agreement.
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ARTICLE 6
RECORDS AND REPORTS

Section 6.01. DOT&PF Records of Airport System Cost Centers

A. As soon as practicable following the execution of this
Agreement, DOT&PF will establish and thereafter maintain
a cost accounting system that identifies and segregates
by account and cost center the following items for each
Fiscal Year: (¢D) revenues; (2) operation and mainte—
nance expenses, including administrative expenses of the
Airport System; (3) expenses of DOT&PF allocable to the
Airport System; (4) Annual Debt Service, plus any amount
required to satisfy the Rate Covenant of the Bond
Resolution; and (5) amortization of assets acquired with
International Airport Revenue Funds allocable to the
Airport System.

B. Records must be kept for the following cost centers:
1. “"Airfield Area Cost Center" includes the aprons,
runways, taxiways, approach and clear zones,

infield areas, navigational aids, and other facil —
ities of the Airport System that surround the
terminal buildings up to the building driplines,

are on the airside, and are necessary for aircraft

operations.

2. "Domestic Terminal Building Cost Center™ includes
the domestic terminal complex at Anchorage Interna—
tional Airport including the terminal building with
all its fixtures and equipment within the dripline
of the building, public parking, employee parking,
curbside areas, related landscaping, and access or
circulation roads with rights-of-way.

3. "Fairbanks Terminal Cost Center™ includes the
terminal complex at Fairbanks International Airport
including the terminal building with all its

fixtures and equipment within the dripline of the
building, public parking, employee parking, curb-
side areas, related landscaping, and access or
circulation roads and rights-of-way.

4. "International Terminal Building Cost Center™
includes the international terminal complex at
Anchorage International Airport including the

terminal building with all its fixtures and equip—
ment, public ©parking employee parking, curbside
areas, related landscaping, and access or circu—
lation roads and rights-of-way.
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5. "Other Buildings and Grounds Area Cost

Center™

includes all other areas of the Airport Systen not

included in the above cost centers

including

facilities, installations, and improvements.

C. The Airport System cost centers as they presently exist

are shown on Exhibits F and G.

D. DOT&PF will maintain records that allocate capital funds
from the I ARF, contributions, Bonds, securities, or
other sources to each Airport System cost center. Bond

issuance expenses, capitalized interest, and funding of
special funds from Bond proceeds as described in Article
8 must be prorated to each Airport System cost center in
proportion to the amount of Bond proceeds expended in

each Airport System cost center. If it becomes

neces —

sary to provide any amount required to satisfy the Rate

Covenant of the Bond Resolution, the amount

must be

prorated among the Airport System cost centers in
proportion to the amount of Bond proceeds expended in

each Airport System cost center.

Section 6.02. DOT&PF Financial Reports

A. At least nine months before the end of its Fiscal Year,
DOT&PF will submit the following items . to each of the

Signatory Airlines:

1. The proposed annual capital and operating

budgets

prepared prior to submission to the commissioner

that include all estimated Airport System

expenses

such as maintenance, operation, and administrative

expenses. The proposed Annual Budget must

include

a statement of estimated Airport Systems revenues.

2. A schedule of annual debt service payments required
to be made during the next Fiscal Year.
3. A preliminary calculation of the Signatory Airline
rents and landing fees for the next Fiscal Year.
B. Within 30 days after receipt of the reports described in
Section 6.02_A, AIRLINE may present written comments
concerning the reports. Upon request by the Signatory

Airlines, a meeting for additional comments must be held
between the Signatory Airlines and DOT&PF. DOT&PF will
give due consideration to any comments submitted by

AIRLINE and the other Signatory Airlines.

C. The proposed budget may be revised as a result of

DOT&PF"s discussions with AIRLINE, others,
result of DOT&PF"s budget process. DOT&PF will

or as a

promptly

furnish AIRLINE with a copy of the budget submitted to
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centers or any other amount required by the Bond
Resolution.

4. Any required deposit to reserve accounts estab—
lished pursuant to either the Bond Resolution of
this Agreement that is allocable to the terminal
building cost centers.

5. The estimated amount of any assessment, judgment
(net of insurance proceeds), settlement, or <charge
to become payable by DOT&PF relating directly to
the Airport System that is allocable to the termi—
nal building cost centers.

6. Any adjustment resulting from any difference
between the actual versus budgeted costs of the
Airport System terminal building cost centers.

Effective January 1, 1986 Zhe estimated terminal
building rent requirement will be reduced by the
estimated amount of Airport System automobile parking
revenue.

The net terminal building rent requirement for the
Fiscal Year must be divided by the total square footage
in all of the Airport System terminal buildings minus
the square footage used for mechanical and electrical
equipment, in order to determine an average rental rate
per square foot per year for terminal building space.

03. Recalculation of Landing Fee Rate

Each year DOT&PF will calculate the Airport Systenm
Landing fee for the next Fiscal Year. Whenever the
adjustment involves “"istimated data, the estimate of
DOT&PF must be used.

The landing fee requirement must be calculated for each
Fiscal Year by totaling the following amounts for the
Airport System:

1. The total estimated direct and indirect operation
and maintenance expenses, including administrative
overhead, for the Airport System.

2. An amount for the amortization of Capital Improve —
ment expenditures for any asset that has been or
will be placed in service on or after July 1, 1977
and before the date the new landing fee is to take

effect. Only Capital Improvement expenditures made
by DOT&PF from funds other than Bonds, loans, or
grants-in-aid qualify for amortization. Except for

planning studies, maintenance equipment, or fleet
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vehicles that are acquired in the future, amor —
tization of Capital Improvements must be computed
at an interest rate of 5 percent per year for an
assumed 25-year economic life. Amortization of a
Capital Improvement that is a planning study must
be computed at an interest rate of 5 percent per
year for an assumed 5-year economic life. Amor —
tization of a Capital Improvement that is either
maintenance equipment or a fleet vehicle must be
computed at an interest rate of 5 percent per year
for an assumed 10-year economic life.

3. The Annual Debt Service (plus any amount required
to satisfy the Rate Covenant of the Bond Resolu-—
tion) of the Airport System or any other amount
required by the Bond Resolution.

4. Any required deposits to Airport Systenm reserve,
accounts established pursuant to the Bond Resolu-—
tion or this /"greement.

5. The estimated amount of any assessment, judgment
(net of insurance proceeds), settlement, or charge
to become payable by DOT&PF relating directly to
the Airport System operation.

5. Any overpayment or underpayment from operation of
.the Airport System during the then-current Fiscal
Year or any adjustment carried over from any
preceding Fiscal Year covered by this Agreement
resulting from the difference between the actual
versus budgeted revenues and expenses of the
Airport System.

7. a. An amount equal to 50 percent of the annual
revenue from the duty free concession contract
in the International Terminal Building Cost
Center or $7.1 million, whichever 1is greater;
or

b. The amount of the revenue if the total annual

revenue from the duty free concession contract
is less than $7.1 million.

8. Anamount equal to 10 percent of all projected
revenue excluding Airline landing fees, Airline
terminal rents, and Airline fuel flowage fees.

The DOT&PF will reduce the Airport System landing fee
requirement for Signatory Airlines for each Fiscal Year
by subtracting the following amounts, as presented in
the Annual Budget:
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1. The operating revenue derived by DOT&PF from all
sources other than Signatory Airlines.

2. Signatory Airline terminal rent.
3. All fuel flowage fees paid by Signatory Airlines.
4. The amount transferred from the Prepaid Airline

Revenue Account to the Revenue Account net of any
overpayment or underpayment from operation of the
Airport System as described in Section 7.03.B.6.

The Signatory Airline landing fee rate must be calculat—
ed for each Fiscal Year by dividing the Airport Systenm
landing fee requirement for Signatory Airlines as
calculated in Section 7.03.A, B and C by the estimated
Certificated Maximum Gross Takeoff Weight for all
Signatory Airlines.

04. Extraordinary Adjustments of Landing Fee Rate

IT at any time the revenue of the Airport System is not
sufficient to cover the Airport System landing fee
requirement described in Section 7.C3.B, DOT&PF, after
consultation with the Signatory Airlines, and <consid-—
eration of reducing operation and maintenance costs or
using reserve funds to meet the requirement, may immedi —
ately increase the landing fee rate to the amount
necessary to cover the landing fee requirement after 30
days®™ written notice to AIRLINE.

IT the total landing fee revenue from all Signatory
Airlines for any quarter of the Fiscal Year varies by
more than 10 percent from the estimated total Airport-
System landing fee requirement for that quarter, DOr" '
may adjust the landing fee rate for the balane”’

Fiscal Year.
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ARTICLE 8
BOND RESOLUTION AND FLOW OF FUNDS

Section 8.01. Subordination to Bond Resolution

A. This Agreement is subordinate in all respects to all
present IARF Bond Resolutions.

B. AIRLINE will be given an opportunity to review and
comment on drafts of proposed amendments to all existing
IARF Bond Resolutions and drafts of official statements
for the issuance of additional IARF Bonds. DOT&PF will
give due consideration to the comments before adopting
the amendments or 1issuing new Bonds.

Section 8.02. Flow of Funds
DOT&PFwill depositall revenue received from the Airport Systenm

into the IARF. The receiptsmust be applied in accordance with
the Bond Resolution in the following order:

1. a. To the Interest Fund and Retirement Fund of the
Revenue Bond Redemption Fund, the amount that will
be necessary to satisfy the principal, interest,

and minimum sinking fund payments due during the
Fiscal Year on all outstanding Bonds.

b. The Interest Fund and Retirement Fund must be used
to pay th principal, premium if any, and 1interest
on Bonds as they become due or for the purchase or
redemption of Bonds before their fixed maturity
date.

2. a. To the Bond Reserve Fund of the Revenue Bond
Redemption Fund, the amount required to maintain a
balance equal to the maximum annual debt service on
all Bonds outstanding at the time.

b. The Bond Reserve Fund must be used topay principal
and interest on outstanding Bonds, make minimum
sinking fund payments if no other funds are avail—
able, or to retire any outstanding Bonds.

3. a. To the Repair and Replacement Reserve Account
within the revenue fund, the amount required to
maintain a balance of $2,000,000 or any greater
amount required by the Bond Resolution.

b.The Repair and Replacement Reserve Account 1is to be

used to eitner eliminate any deficiency in the Bond
Reserve Fund or to pay the cost of unanticipated or
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nonrecurring repairs and replacements to the
Airport System as permitted by the Bond Resolution.

4. To the Operating Account, the amount required to pay the
reasonable and necessary expenses for the operation,
maintenance, repair, ordinary replacement, and recon—

struction of the Airport System each Fiscal Year.

5. a.- To an Operation and Maintenance Reserve Account,
the amount required to maintain a balance equal to
one-quarter of the amount in the Annual Budget for
operation and maintenance expenses for the Airport
System.

b. The Operation and Maintenance Reserve Account 1is to
be used for the reasonable and necessary expenses
for the operation, maintenance, repair, or ordinary
replacement and reconstruction of the Airport
System to the extent other funds are not available.

6. a. To the Capital Improvement Account, the amount
remaining in the Revenue Account at the end of the
Fiscal Year after all deposits to the above ac—
counts or uses have been made. No additional
deposits may be made 1into this account after the
balance is $12.5 million in excess of the amounts

required to fund Capital Improvement projects
designated for funding from the I1ARF as contained
in the Annual Budgets. As Capital Improvement

projects in the Annual Budgets are completed, the
Annual Budget component of the Capital Improvement
Account will be reducedby the cost of these
Capital Improvement projects.

b. Beginning July 1, 1986 and each July 1 thereafter,
$1 million will be transferred to the Prepaid
Airline Revenue Account as the minimum annual
deposit. The Capital Improvement Account may Dbe

used for any purpose permitted by the Bond Resolu-—
tion for use of surplus revenue.

7. a. To a Prepaid Airline Revenue Account, an annual
minimum deposit of $1 million and any amount
remaining in the Revenue Account at the end of the
Fiscal Year after all amounts have been deposited
into all of the funds and accounts described in
this Section.

b. The Prepaid Airline Revenue Account is the account
into which annual Airport System revenue is record—
ed after all other required fund or account balanc—
es are satisfied. Unless 67 percent of the Signa-—
tory Airlines agree to an alternate use for the
account, the amount in the Prepaid Airline Revenue
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Account at the beginning of each Fiscal Year must

be transferred to the Revenue Account and used

calculate the Airport System landing fee

ment in the succeeding Fiscal Year as described

Section 7.03.C.4.
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ARTICLE 9
ADDITIONAL RESPONSIBILITIES OF PARTIES

Section 9.01. AIRLINE Responsibilities

A. Upon a form provided by DOT&PF, AIRLINE will file with
DOT&PF information describing its operations at the
Airport within 30 days after the execution of this
Agreement. AIRLINE will update this information within
30 days after the beginning of eacn Fiscal Year. The
report must include:

1. Names and telephone numbers of AIRLINE officials
responsible for various major AIRLINE functions
including station operations, flight operations,
scheduling, properties, facilities, and similar
information;

2. A general description of AIRLINE"S operation
including number of employees and employee parking
requirements;

3. The current schedule of AIRLINE"S flights and as
periodically adjusted;

4. A description of AIRLINE"S fleet and identification
of AIRLINE®"S aircraft that will serve the Airport
and the Certificated Maximum Gross Takeoff \Weight
for each aircraft; and

5. The identification of AIRLINE"S current facility
requirements at the Airport.

B. At least ten months before the end of the Fiscal Year,
AIRLINE will submit to DOT&PF, in writing, its
Certificated Maximum Gross Takeoff Weight forecast for
the next Fiscal Year.

C. AIRLINE has the following maintenance, repair, and
alteration responsibilities. AIRLINE will at its sole
expense and in a manner acceptable to DOT&PF:

1. Maintain and keep in good repair the preferential
Apron Area adjacent to its exclusive use holdrooms
in a neat, clean, and orderly condition free from
litter, debris, refuse, petroleum products, or
grease that may cesult from the activities of its
passengers, employees, licensees, 1invitees, agents,
or suppliers. All oil and grease spills must be
removed promptly.
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2. Perform reasonable, ordinary, and preventive
maintenance within its Exclusive Use Space includ—
ing:

a. Repair of all personal property and equipment

including fixtures, doors, interior windows,
baggage conveyors and belts, floor coverings,
and ticket counters that are not provided by

DOT&PF.
b. Maintenance and repair of all electrical,
plumbing, heating, ventilating, and air

conditioning appliances and fixtures that are
not provided by DOT&PF.

3. Immediately repair any uninsured damage in any
other space at the Airport caused by the fault uor
negligence of AIRLINE, its servants, contractors
agents, licensees, or employees.

4. Pay as additional rent to DOT&PF any extraordinary
cost to provide AIRLINE with water, sewer service,
electricity, or extraordinary use of any other
utilities as are required.

5. AIRLINE will assure that DOT&PF has emergency
access to AIRLINE®"S Exclusive Use Space either by
delivering keys to the Airport Director or by
providing emergency telephone numbers by which
AIRLINE or 1its agent can be reached on a 24-hour

basis.
D. Disabled or Abandoned Aircraft
1. If any aircraft owned or operated by AIRLINE,

through accident or any other reason, 1is disabled
or abandoned in any area on the Airport which could
interfere with the continuous, normal operations or
any landing and field facilities, AIRLINE will:

a. Immediately remove the aircraft to a location
designated by the DOT&PF unless the aircraft
is required to remain in place pending inves —
tigation by the appropriate regulatory agen-—
cies of the federal government; and

b. In the event of any accident where federal
investigation 1in place is required, immediate—
ly, upon receiving clearance so to do from the
appropriate federal agency investigating such
accident, remove the aircraft and any result—
ing wreckage or debris to the area designated
by the federal agency authorizing the removal;
otherwise the aircraft wreckage and debris
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will be immediately removed from the Airport
and stored at a location approved by DOT&PF.

If AIRLINE fails to proceed

remove the disabled aircraft

immediately to
as provided

above, or if any aircraft owned or operated by
AIRLINE 1is abandoned on Airport, DOT&PF has
the right, after reasonable advance written

notice to the AIRLINE station

manager listed

in the report described in Section 9.01.A.1,
to remove the aircraft by any reasonable means

DOT&PF deems necessary

under the

circumstances, and AIRLINE will reimburse
DOT&PF for all costs and expenses (including
storage costs) incurred in the removal and

will indemnify, save harmless,

and defend the

State from any liability, cost, or expense

resulting from the removal to
forth in Section 10.01.

Section 9.02. DOT&PF1s Responsibilities

A. During this Agreement, DOT&PF will:
1. Retain FAA Airport certification;
2. Operate and maintain the Airport
condition and repair including the
ways, aprons, roadways, vehicle

public areas of the terminal build

the extent set

in reasonable
runways, taxi-
parking areas,
ings, and all

appurtenances, facilities, and services;

3. Keep the public areas of the terminal buildings
adequately and attractively equipped, furnished,
and decorated as well as clean and presentable. In

the public view areas of the termi

nal buildings,

DOT&PF will provide and supply directional and

informational signs, heat, electr

icity, light,

power, air conditioning, waste-water disposal,
water, and janitorial services including rubbish
removal. DOT&PF will also keep 1in good repair and
condition the exterior and structural portions of

the walls, roof, and floor of the
Space and Common Use Space, as well

Exclusive Use

as all central

electrical and mechanical distribution systems; and

4. Maintain existing and future utility
Premises in reasonable condition
including heat, electricity, fire

systems on the
and repair,
alarm, fire

protection, sprinkler, air conditioning, telephone,

telegraph, teleregister and intercommunication
services, and any lines, pipes, mains, wires,
conduits and equipment connected with or
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appurtenant to all those systems. DOT&PF may enter
the Premises at all reasonable times to make any
necessary repairs, alterations, and replacements.

B. DOT&PF will use its best <efforts to restore service as
s on as practical after any interruption 1in the services
c .scribed in this Section.

Section 9.03. DOT&PF"s Right to Inspect and Make Repairs

A. DOT&PF or its representative has the right, at reason—
able times and with as little interruption of AIRLINE"S
operations as practical, to enter AIRLINE®"S Exclusive
Use Space and Common Use Space for the following
purposes:

1. Inspections to verify AIRLINE"S compliance with
this Agreement.

2. To do anything that DOT&PF has the right or obliga—
tion to do.

B. Except in the case of an emergency reasonable notice
must be given and DOT&PF will coordinate with AIRLINE 1in
order to minimize interference with AIRLINE®S

activities.

Section 9.04. Alterations and Improvements
A. Before beginning construction of any improvement or
alteration, AIRLINE will first submit to the Airport
Director:

1. Detailed drawings of the proposed construction, and

2. Written proof of approval of the proposed construc—
tion from all appropriate agencies.

B. DOT&PF will review and approve or disapprove the pro—
posed construction in writing within 45 days after

receipt of the construction drawings.

C. Any construction by AIRLINE must be performed 1in a safe,
neat manner and meet the following criteria:

1. Not interfere with the activities of other tenants;

2. Be compatible with the architecture of the building
as determined by the Airport Director;

3. Be performed at no cost to DOT&PF; and
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4. Comply with all federal, state and local building
codes.

D. Within 30 days after completion of the construction of

any alteration or improvement, ATRLINE will deliver to

DOT&PF detailed copies of as-built drawings showing the
location and dimensions of the alteration or improvement
constructed, including structural, mechanical, and
electrical systems.

Section 9.05. DOT&PF Modification and Relocation

A. The Airport Director may relocate AIRLINE or modify any
portion of AIRLINE®"S Premises if necessary to renovate
or modify the terminal building or apron if that
renovation or modification 1is not inconsistent with the
Airport masterplan. If it is necessary to relocate
AIRLINE to implement a Capital Improvement, AIRLINE will
be notified during the review of Capital Improvements
described in Section 4.01.

B. Upon 90 days advance written notice, AIRLINE will vacate
and surrender the affected Premises to DOT&PF.

C. IT AIRLINE®"S Premises are modified or relocated, DOT&PF
will:

1. Reimburse AIRLINE for the wundepreciated capital
cost of AIRLINE"S improvements that are acquired,
demolished, or not replaced in kind by DOT&PF at
the new location. Reimbursement must be made on
the basis of capital cost figures furnished by
AIRLINE and subject to verification by the Airport

Director.

2. Provide AIRLINE with substantially similar space so
that AIRLINE®"S operations are not unreasonably
disrupted. In the event of relocation, this

Agreement will be modified to include AIRLINE"S new
assigned space.

3. Construct the demising walls and interior improve —
ments to AIRLINE®S new area. Interior improvements
include wall coverings, floors, ceilings, lighting,
electrical, heating units, air ventilation, and
fixtures. All material replacement will be similar
in type and quality to those on the Premises being
relocated.

4. Refinish the remainder of the Premises, if any, for
the functions authorized by this Agreement.
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5. If requested by AIRLINE, DOT&PF will relocate
AIRLINE S fixtures, furnishings, and equipment at
DOT&PF expense.
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ARTICLE 10
INDEMNIFICATION, INSURANCE, AND SUBROGATION

Section 10.01. Indemnification

A.

AIRLINE will indemnify, save harmless, and defend the
DOT&PF, its officers, agents and employees from
liability of any nature or kind including costs and
expenses for or on account of any and all legal actions
or claims of any <character whatsoever resulting fronm
death or injury to any person(s) or damage to property
to the extent caused by any wrongful error, omission, or
negligent act of AIRLINE arising out of this Agreement.

B. All liability or costs for legal actions or claims
including defense costs resulting from death or injury
to any person(s) or damage to property which are ~caused
by the joint negligence of the DOT&PF and AIRLINE
arising out of this Agreement will be apportioned on a
comparative fault basis.

Section 10.2. Insurance

A. DOT&PF will, during the term of this Agreement, procure
and maintain comprehensive general liability and fire
and extended coverage insurance for the Airport, termi —
nal building, and other DOT&PF facilities at the Airport
in such amounts and for such insured coverages as may be
reasonably required for the prudent operation of the
Airport.

B. AIRLINE will, during the term of this Agreement, procure

and maintain liability insurance for public liability,

aviation liability, the leased Premises, property
damage, bodily injury and death, with contractual
liability wendorsements insuring all of AIRLINE"S
operations under this Agreement, including its
obligations under the indemnity clause in Section 10.01
of this Agreement. These policies will be with limits
not less than chose set forth below. These policies and

minimum limits will be consistently applied to all air
carriers with similar operations and will be consistent
with prudent airport industry practices and this
Agreement. Within 30 days after signing this Agreement,
AITRLINE will report to DOT&PF the maximum seating
capacity installed in each aircraft or type of aircraft
operated by AIRLINE at the Airport. If the maximum
seating capacity for any aircraft or type of aircraft
operated by AIRLINE is changed, AIRLINE will report the
change to DOT&PF and obtain any required additional
insurance coverage before operating the aircraft at the
Airport.
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Insurance Coverages Minimum Limits

Airline/Aircraft/Airport $1 million per seat*
Public Liability Insurance or
Equivalent Insurance

With the following minimum limits regardless of seat
capacity or cargo configuration:

for propeller aircraft $10 million
for jet aircraft $20 million
* Based on the maximum seating capacity reported by

AIRLINE as described in Section 10.02.8B in an
aircraft operated by AIRLINE at the Airport.

C. All policies of insurance must be in a form and from a
company satisfactory to DOT&PF. Each policy must
provide that it may not be cancelled or materially
changed during its term without at least 30 days”
advance written notice to DOT&PF.

D. A certificate certifying coverage of required insurance
must be delivered to DOT&PF within 30 days of the
effective date of this Agreement.

E. Where any such policy has a normal expiration during the
term of this Agreement, AIRLINE will provide a
certificate or satisfactory written evidence of
continued coverage prior to such expiration. Within 10

days prior to the effective date of any cancellation or
reduction in the amount or extent of insurance coverage,
ATRLINE will deliver to DOT&PF a certificate or
satisfactory written evidence certifying coverage that
reinstates or otherwise provides at least the required
insurance coverage.

F. The failure by either party at any time to enforce the
provisions in this section will not be construed as a
waiver of these provisions and will not reduce their
obligations under this Agreement.

Section 10.03. Waiver of Subrogation

AIRLINE and DOT&PF agree to waive their respective rights of
recovery or claim against the other for any loss or damage to the
Premises, the terminal building or their contents (excluding
aircraft) resulting from fire or other "all-risk" insurable
property hazards caused by the other. Notwithstanding Section
10.01, any fire or "all-risk"™ property insurance policies carried
by either party will include a waiver of subrogation clause
waiving any rights of subrogation against the other pavty to this
Agreement.

33 (DRAFT 1/14/86)



ANCHORAGE

:sciwb

INTERNATIONAL AIRPORT AIRLINE OPERATING AGREEMENT

AND TERMINAL BUILDING LEASE (DOMESTIC TERMINAL)

Section 10

AIRLINE ag
10.02.B wi
insured to
Section 10

Section 10.

Each party
of any cla

Section 10

.04. Additional Insured
rees that every insurance policy required under Section
Il include an endorsement naming DOT&PF as an additional

the extent of DOT&PF"s indemnified interest under
.01.

05. Notice of Clainm
will give the other party prompt and reasonable notice

im or action involving this Agreement.

.06. Insurance Rates

AIRLINE may not use the Airport in any manner that will increase

DOT&PF"s i
result in
cnarge the

nsurance rates. If AIRLINE"S activities on the Airport
increased insurance costs for DOT&PF, then DOT&PF may
increased cost to AIRLINE as additional rent.
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ARTICLE 11
ASSIGNMENT OR SUBLEASE

Section 11.01. Assignment or Sublease

A.

No assignment or sublease is-valid without the advance
written approval of the Airport Director.

1. The Airport Director may approve a sublease

AIRLINE®"S Premises, 1if:

a. In the Airport Director”®s opinion, the pro-—

posed sublease 1is in the best interest of
Airport®s operation;

b. AIRLINE subleases the space for an amount not
.exceeding the rent DOT&PF charges for that
space plus AIRLINE®"S maintenance and operation

costs, an additional allowance
amortization of AIRLINE"S improvements, and
15 percent administrative charge.

C. The term of any sublease does not extend
beyond the expiration of the term of this

Agreement; and

d. DOT&PF has no comparable vacant space avail —
able for lease. The requirement in this

sub-paragraph 11.01.A_l1.d may be waived 1in
discretion of the Airport Director.

2. DOT&PF1s consent to any sublease does not relieve

AIRLINE from obtaining DOT&PF"s consent to
future sublease.

The Airport Director may approve an assignment
this Agreement if all of the following conditions
are met:

a. In the Airport Director™s reasonable opinion,

the proposed assignment is in the best inter —

est of the Airport"s operation;

b. AIRLINE assigns the Agreement to an Airline

qualified under the State's regulations

execute the Agreement and capable of complying

with all the requirements in this Agreement;

C. AIRLINE assigns this Agreement for an amount
not exceeding the cost of AIRLINE"S tenant
improvements and personal property transferred

as part of the assignment; and
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B. IfT this Agreement 1is assigned pursuant to the bankruptcy
code, 11 U.S.C. 101 et seq., any consideration for the
assignment greater than the amount permitted wunder
Section 11.01.A.3.c is the exclusive property of DOT&PF
and is not the property of AIRLINE or AIRLINE"S estate

under the bankruptcy code.

Section 11.02. Merger

This article does not prevent the assignment of this Agreement to
any corporation or business entity that merges, consolidates, or
succeeds to the business of AIRLINE, so long as written

documentation of the assignment 1is given to DOT&PF within 30 days
after the merger, consolidation, or succession.
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ARTICLE 12
DEFAULT AND TERMINATION

Section 12.01. Reentry and Reletting After Default

A.

C.

Without terminating this Agreement and time being of the
essence, DOT&PF may immediately reenter, renovate, and
relet all or part of the Premises to others and reassign
preferential aircraft parking positions to others for
the account of AIRLINE if AIRLINE either:

1. Fails to pay any rent or fee, including interest,
within 10 days after receipt of written notice of
default.

2. Fails to immediately cure a default in performance

of any obligation under this Agreement within 30
days after receipt of written notice of default.
If the nature of the default is such that it cannot
be cured within 30 days after the written notice of
default by DOT&PF to AIRLINE, ATRLINE will be
deemed to have cured the default if AIRLINE
commences to cure the default within the 30 day
period and thereafter diligently continues the cure
to completion.

3. " Fails to continue to perform any obligation of this
Agreement after performance is commenced, or

4. Any petition, proceeding, or action by, for, or
against AIRLINE is filed wunder any insolvency,
bankruptcy, reorganization, relief of debtors, or
receivorship law.

DOT&PF will charge AIRLINE renovation costs necessary to
restore the Premises to their original condition plus a
15 percent administrative fee for all relet sublease
rent received by DOT&PF for AIRLINE"S relet space.
AIRLINE will reimburse DOT&PF for any deficiency in
rents or fees received for the reentered or relet space.
A deficiency is the difference between AIRLINE"S rent
and the relet rent before considering the 15 percent
administrative fee.

At any time before or after a reentry and reletting as
provided in this Section, DOT&PF may terminate AIRLINE"S
rights under this Agreement, reenter and take possession
of the Premises, and cancel all rights and privileges
granted to AIRLINE without any restriction on recovery
by DOT&PF for past due rents and fees owed by AIRLINE.

DOT&PF has any and all additional rights and remedies as
provided by law.
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Section 12.02. Partial Termination Due to Damage or Destruction

A. IT the Exclusive Use Space, Common Use Space, terminal
buildings, structures, or any portions of them are
damaged by fire or other casualty, DOT&PF will notify
AIRLINE within 90 days of the damage whether the damaged
space is to be repaired. If the damaged space is to be
repaired, DOT&PF will repair the damage with due dili—
gence and will abate the rent allocated to the particu-—
lar building, room, or other portion of the space
rendered untenantable for the period from the occurrence
of the damage to the completion of the repairs. DOT&PF
will do its best to provide AIRLINE with any available
temporary substitute space at the rent deemed reasonable
by DOT&PF until the repairs are completed.

B. If DOT&PF fails to notify AIRLINE within 90 days after
destruction that DOT&PF will repair the damaged space,
AIRLINE may elect within 120 days after destruction to
terminate this Agreement as to the space damaged or
destroyed, effective on the date of the damage.

Section 12.03. Events Permitting Termination by AIRLINE
AIRLINE may terminate this Agreement if:

A. AIRLINE 1is prohibited by lawful authority from using the
Airport because of any deficiency or unsafe operating
condition at the Airport for a period exceeding 60 days.
AIRLINE may terminate this Agreement after the 60 days
by giving DOT&PF 30 days" advance written notice.

B. DOT&PF does not perform any material covenant in this
Agreement for a period of 60 days after written notice
of default to DOT&PF by AIRLINE. DOT&PF will be deemed
to have cured the default if DOT&PF commences to cure
the default within the 60-day period and diligently
continues the cure to completion,

C. The I1ARF statute (AS 37.15.410-37.15.550) 1is amended to
substantially change the structure or operation of the
Airport System.

Section 12.04. Events Permitting Termination by DOT&PF
Time being of the essence, DOT&PF may terminate this Agreement
immediately and exercise all rights of entry and reentry upon the
Premises, with or without process of law, after the occurrence of
any of the following events:

A. AIRLINE fails to provide regularly scheduled air

transportation to and from the Airport. DOT&PF will not

38 (DRAFT 1/14/86)



ANCHORAGE INTERNATIONAL AIRPORT AIRLINE OPERATING AGREEMENT
AND TERMINAL BUILDING LEASE (DOMESTIC TERMINAL)

seek any other damages from AIRLINE for breach of this
provision.

B. AIRLINE fails to pay any rent or fee due, including
interest, within 10 days after AIRLINE"S receipt of
written notice of default from DOT&PF.

C. AIRLINE does not perform any other material provision 1in
this Agreement for a period of 60 days after receipt of
written notice of default from DOT&PF. If the nature of

the default 1is such that it cannot be cured within 60
days after written notice of default by DOT&PF to
AIRLINE, AIRLINE will be deemed to have cured the
default if AIRLINE commences to cure the default within
the 60-day period and diligently continues the cure to
completion.

D. AIRLINE or its <creditors file a request for AIRLINE"S
relief under any state or federal insolvency,
bankruptcy, reorganization, relief of debtors, or

receivorship statute.

F. A custodian, trustee, receivor, or agent, or any similar
person is appointed or authorized to take charge of a
substantial part of AIRLINE"S property on the Airport.

Section 12.05. Surrender of the Premises

DOT&PF 1is not required to give AIRLINE notice to quit possession
of the Premises at the expiration of this Agreement. Upon the
expiration or termination of this Agreement, DOT&PF has the right
to take possession of the Premises. AIRLINE agrees to surrender
the Premises peaceably and in good condition, except for
reasonable wear and tear.

Section 12.06. Ownership of Improvements

A. The ownership of improvements, furnishings, equipment,
and fixtures that are constructed or installed on the
Premises by AIRLINE is as follows:

1. Title to all removable furniture, furnishings,
fixtures, or equipment remains vested in AIRLINE at
all times during the term of this Agreement.

2. Title to any structure or other 1improvement that
cannot, in the Airport Director”s reasonable
determination, be removed without damage to the
Premises, vests in DOT&PF upon the expiration or
final termination of this Agreement or its exten—
sion. These improvements include interior walls,
ceilings, carpeting, finished flooring, electrical
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wiring, air conditioning ducts and equipment,
furnishings, interior decoration, or finishing.

B. AIRLINE may not abandon any property on the Premises
without the advance written consent of the Airport
Director. Title to any property not removed by AIRLINE
at the expiration or termination of this Agreement
immediately vests in DOT&PF at its option. At its sole
expense, AIRLINE will restore all damaged DOT&PF
property to its previous condition or reimburse DOT&PF
for the expense to repair any property damage.

Section 12.07. Holdover

If AIRLINE holds over without a  written renewal after the
expiration of this Agreement, the holding over does not operate as
a renewal or extension of the term of this Agreement but only
creates a month to month extension of this Agreement regardless of
any rent or fee payment accepted by DOT&PF. The obligations of
DOT&PF and AIRLINE to perform under this Agreement continue until
the month-to-month holdover is terminated. Either party may
terminate the holdover at any time by givingthe other party at
least 30 days®" advance written notice.
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ARTICLE 13

COMPLIANCE WITH LAW, TAXES, POLICIES AND NONDISCRIMINATION

Section 13.01. Compliance With Law

A.

AIRLINE will comply with all present and future
statutes, regulations or ordinances of all federal,
state, or local governments that apply to or affect
AIRLINE or its operations under this Agreement. DOT&PF
will comply with all applicable laws governing its
operations under this Agreement.

Section 13.02. Taxes

A.

AITRLINE will pay, but payment may not be considered part
of Airport System revenue, all applicable taxes
(including any possessory interest tax, assessment, or
similar charge) that at any time during this Agreement
may be levied or liened against AIRLINE, the Airport
facilities made available for AIRLINE®"S exclusive use,
or AIRLINE®"S personal property. AIRLINE will pay all
taxes, assessments, and charges directly to the taxing
or assessing authority.

AITRLINE will indemnify and.defend DOT&PF from all costs
that result directly or indirectly from tax or
assessment that AIRLINE is- liable for including taxes,

penalties, expenses, and reasonable attorney’s fees
incurred by DOT&PF.

At its own expense, AIRLINE may contest the amount or
validity of any tax or assessment or the 1inclusion of
the space leased under this agreement as taxable or
assessable property directly against the taxing or
assessing authority. AITRLINE will indemnify DOT&PF for
all taxes, penalties, costs, expenses, and reasonable
attorney"s fees incurred by DOT&PF resulting directly or
indirectly from any tax contest.

Upon termination of this Agreement, AIRLINE will
promptly pay in full all applicable taxes and liens.

Section 13.03. Policies

A.

B.

AIRLINE will comply with all State of Alaska regulations
and DOT&PF Policies and Procedures governing the use of
Airport facilities.

AIRLINE will comply with all local Airport Directives as
set forth by the Airport Director.
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DOT&PF agrees not to promulgate any State of Alaska
regulations governing use of the Airport Facilities,
DOT&PF Policies and Procedures, or local Airport Direc—
tives as set forth by the Airport Director contradictory

to:

1. This Agreement,

2. Any regulation of the FAA, or

3. Any government agency regulation that is binding

upon AIRLINE.

AITRLINE will be given an opportunity to review and
comment on periodic changes to all State of Alaska
regulations and Airport Directives before
implementation.

Section 13.04. Nondiscrimination

A.

ATRLINE will not permit discrimination in violation of
federal or state law on the grounds of race, color,
religion, national origin, ancestry, marital status,
age, Or sex against any patron, employee, applicant for
employment, other person or groups of persons. DOT&PF
may take any action necessary to enforce this provision,
including actions required by any federal or state law
or FAA grant agreement.

AIRLINE will undertake an affirmative action program as
required by 14 CFR Part 152, Subpart E, to ensure that
no person is excluded from participating in any employ—
ment, contracting, or leasing activity on the ground of
race, creed, color, national origin, or sex. AIRLINE
agrees that no person may be excluded on those grounds
from participating in or receiving the services or
benefits of any program or activity covered by the
regulation. AIRLINE will require its covered
suborganizations to provide assurance that they will
also undertake affirmative action programs and require
assurances from their suborganizations, as required by
14 CFR Part 152.

42 (DRAFT 1/14/86)



.ANCHORAGE INTERNATIONAL AIRPORT AIRLINE OPERATING AGREEMENT
AND TERMINAL BUILDING LEASE (DOMESTIC TERMINAL)

ARTICLE 14
AGREEMENT NOT TO GRANT MORE FAVORABLE TERMS

Section 14.01. Agreement Not to Grant More Favorable Terms

DOT&PF agrees not to enter 1into any lease, contract, or other
agreement with any other Airline containing substantially more
favorable rights and privileges than granted in this Agreement.
DOT&PF will not grant any right or privilege that is not accorded
AIRLINE to any other Airline unless the same right or privilege 1is
made available to AIRLINE. This covenant does not apply to any
Airline that only operates aircraft weighing less than 30,000
pounds Certificated Maximum Gross Takeoff Weight.
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ARTICLE 15
GENERAL PROVISIONS

Section 15.01. Delivery of Notices

A. Required notices must be hand delivered or sent by
registered or certified mail to the addresses below:

1. DOT&PF:
2. AIRLINE:
B. If notice is given in any other manner or at any other

place, notice must also be given in writing at the place
and in the manner specified in this section in order to
be effective under this Agreement. All notice periods
begin on the date of receipt of written notice at the
address listed in Section 15.01.A except as provided
elsewhere 1in this Agreement.

C. Either party may change the address in this section by
written notice to the other party.

Section 15.02. Severability

IfT any part of this Agreement is declared to be invalid by a court
of competent jJurisdiction, the other parts of the Agreement remain
in full force.

Section 15.03. Quiet Enjoyment

Upon Payment of the required rents and fees, and subject to its
performance of this Agreement, AIRLINE may peaceably use the
Airport.

Section 15.04 Officers, Agents, and Employees

No commissioner, councilman, director, officer, agent, employee,
or other representative of either party may be charged personally
nor held contractually liable by the other party for the enforce—
ment, attempted enforcement, or breach of this Agreement if acting
within the scope of their duties. DOT&PF and AIRLINE remain
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liable for the acts of these persons that are within the scope of
their duties.

Section 15.05. Subordination to Agreements with the U.S.
Government

This Agreement is subject to any present or future agreement
between DOT&PF and the United States of America concerning the
operation or maintenance of the Airport System. AIRLINE may not
hold DOT&PF liable for any failure to perform any part of this
Agreement as a result of any national emergency declared by the
federal government.

Section 15.06. Incorporation of Required Provisions

The parties agree to incorporate into this agreement any provision
required by any governmental agency, 1including DOT&PF acting in
its non-proprietary capacity, now or in the future.

Section 15.07. Nonwaiver of Rights

No waiver of default of any part of this Agreement by either party
may operate as a waiver of any subsequent default of any part of
this Agreement that is to be performed by the other party.
Consent or notice by either party may not be construed as <consent
or notice in the future.

Section 15.08 Force Majeure

Notwithstanding Section 12.02, neither DOT&PF nor AIRLINE will be
in violation of this Agreement if it is prevented from
performance, by reason of strike, boycott, labor dispute, embargo,
shortage of energy or materials, act of God, act of public enemy,
act of superior governmental authority, weather condition, riot,
rebellion, sabotage, or any other circumstance for which it is not
responsible and which is beyond its control.

Section 15.09. Contract Interpretation

The headings of articles and sections are used only for —conven-—
ience and reference, and may not be used to define orl interpret
the scope or intent of this Agreement. The language in all parts
of this Agreement must be construed according to its fair meaning
and not strictly for or against either DOT&PF or AIRLINE.
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Section 15.10. Federal Aviation Act, Section 308

This Agreement may not be construed to grant AIRLINE any exclusive
right or privilege within the meaning of Section 308 of the
Federal Aviation Act of 1958, as amended, except that AIRLINE has
the right to exclusive possession of its Exclusive Use Space.

Section 15.11. Radio Interference

At DOT&PF"s request, AIRLINE will stop using any machine or device
that interferes with any government-operated transmitter,
receiver, or navigation aid until the cause of the interference is
eliminated.

Section 15.12. Obtaining Federal and State Funds

DOT&PF will use its best efforts to obtain maximum entitlement
grants from federal, state, or other sources when consistent with
prudent management of the Airport System.

Section 15.13. Management Audits

DOT&PF will conduct periodic management and operation audits of
the Airport System and the I1ARF. DOT&PF will use its best efforts
to implement the reasonable recommendations of the audits.

Section 15.14. Project Management

DOT&PF will use its best efforts to implement Capital Improveme-~s
with efficient and responsive project management.

Section 15.15. Passenger Facility Charges

If the current prohibition against passenger facility charges
(sometimes referred to as "head taxes"™) 1is removed, DOT&PF re—
serves the right to institute the charge if it desires. If a
passenger facility charge is instituted, the revenue from this
charge will be Airport System revenue and will be dedicated to
funding the Airport System Capital Improvements.

Section 15.16. Governing Law
This Agreement 1is governed by the laws of the State of Alaska.

Any Jlegal action involving this Agreement must be filed by AIRLINE
in the State of Alaska.
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Section 15.17. Inspection of Books and Records

At its own expense and upon reasonable notice, each party has the
right from time to time to inspect the books, records, or other
data of the other party relating to this Agreement. Inspections
must be conducted during regular business hours.

Section 15.18. Generally Accepted Accounting Principles

Any report or disclosure referred to in this Agreement that
contains financial information must be prepared in accordance with
applicable generally accepted accounting principles unless other—
wise noted in this Agreement.

Section 15.19. Modification Necessary for Grant of FAA Funds

A. If the FAA requires that this Agreement be amended as a
condition precedent to the granting of funds for the
improvement of the Airport, AIRLINE agrees to consent to
any amendment that is reasonably required in order to
enable DOT&PF to obtain the grant of funds.

B. If any FAA required amendment impairs AIRLINE"S rights

under this Agreement or causes AIRLINE any unreasonable
expense, AIRLINE may terminate this Agreement within 60
days by notice to DOT&PF.

Section 15.20. Consent Not to be Unreasonably Withheld

Neither DOT&PF nor AIRLINE will unreasonably withhold any —consent

or approval required by this Agreement.

Section 15.21. Prudent Operations

DOT&PF will manage the Airport System 1in a prudent and reasonable

manner .

Section 15.22. 1Independent Contractor

AIRLINE is neither an agent nor an employee of DOT&PF but 1is an

independent contractor with respect to all AIRLINE®"S activities on

the Airport, including any installation, construction, or service
provided.
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section 15.23. Entire Agreement

Except as described in Section 15.26, this Agreement with all
attached exhibits constitutes the entire agreement between DOT&PF
and AIRLINE at the Airport. Statements previously made, verbal or
written, are merged in this Agreement. Until signed by the
Commissioner of DOT&PF or his designated representative, this
Agreement is of no effect. This Agreement may only be amended in
a writing that is signed by.the authorized representatives of both
parties.

Section 15.24. Condemnation

If any of AIRLINE"S rights and privileges under this Agreement are
condemned by any proper authority, including the State of Alaska,
this Agreement terminates automatically on the date AIRLINE is
required to surrender possession of the property. DOT&PF is
entitled to all the condemnation ©proceeds except AIRLINE will be
paid only the portion of the proceeds attributable to the fair
market value of any improvements placed on the property by AIRLINE
according to the provisions of 17 AAC 40.330(g), and not any
compensation for consequential or severance damages including
business damage, lost profits, or leasehold advantage. Rent will
be adjusted according to the provisions of 17 AAC 40.330(g).

Section 15.25. Incorporation of Exhibits

Exhibits A through K are a part of this Agreement.

Section 15.26. Preexisting Agreements

A. On the effective date of this Agreement, the following
agreements between AIRLINE and DOT&PF at the airport are
terminated:

DOT&PF FILE NO. SPACE OR PROPERTY LEASED

B. The following agreements between AIRLINE and DOT&PF at
the Airport are not terminated by the execution of this
Agreement:

DOT&PF FILE NO. SPACE OR PROPERTY LEASED

C. AIRLINE and DOT&PF agree that the only agreements in
existence at the Airport between AIRLINE and DOT&PF on
the effective date of this Agreement are this Agreement
and those listed in Section 15.26.B.
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The parties have executed this Agreement on the dates below:

AIRLINE

By:

Title:
Date:
(CORPORATE SEAL)
STATE OF )

) SS.

(Judicial District or County)
THIS 1S TO CERTIFY that, on this day of , 19 ,

before me, the undersigned, a Notary Public in and for the State
of , duly commissioned and sworn, personally appeared

*
known to me and to me known to be an officer of the above men-—
tioned corporation which executed the within instrument, and he
acknowledged to me that he executed the same for and on behalf of
said corporation, and that he is fully authorized by said corpo—
ration so to do; and that the corporation seal affixed to said
instrument 1is the corporate seal of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year above written.

Notary Public in and for
My Commission Expires:
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ANCHORAGE INTERNATIONAL AIRPORT AIRLINE OPERATING AGREEMENT
AND TERMINAL BUILDING LEASE (DOMESTIC TERMINAL)

STATE OF ALASKA DEPARTMENT OF
TRANSPORTATION AND PUBLIC
FACILITIES

Date: By:

Title:

(CORPORATE SEAL)

STATE OF )
) Ss.

T )
(Judicial District or County)

THIS 1S TO CERTIFY that on this ___ day of , 19,
before me, the undersigned, a Notary Public in and for the State
of Alaska, duly commissioned and sworn, personally appeared
known to me and to me known to be the ,
of Department of Transportation and Public Facilities, and he
acknowledged to me that he executed the foregoing instrument
freely and voluntarily on behalf of the State of Alaska, Depart—

ment of Transportation and Public Facilities, for the uses and
purposes therein set forth and that he is authorized by said State
of Alaska so to do.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal, the day and year first written above.

Notary Public m and for:
My Commission Expires:
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[METROPOLITAN WASHINGTON AIRPORTS ACT OF 1986]

[13965]
Act of October IS, 19S6 (P. L. 99-500)
TITLE VI—METROPOLITAN WASHINGTON AIRPORTS
[IT39654] SHORT TITLE

Sec. 6001. This title may be cited as the “Metropolitan Washington Air-
ports Act of 1986".

[fi 3965b] FINDINGS
Sec. 6002. The Congress finds that—

(1) the two federally owned airports in the metropolitan area of
Washington, District of Columbia, constitute an important and growing
part of the commerce, transportation, and economic patterns of the Common-
wealth of Virginia, the District of Columbia, and the surrounding region;

(2) Baltimore/Washington International Airport, owned and operated
by the State of Maryland, is an air transportation ’facility that provides
sendee to the greater Metropolitan Washington region together with the
two federally owned airports, and timely Fcdcral-aid grants to Baltimore/
Washington International Airport will provide additional capacity to meet
the growing air traffic needs and to compete with other airports on a
fair basis;

(3) the Federal Government has a continuing but limited interest in
the operation of the two federally owned airports, which rve the travel
and cargo needs of the entire Metropolitan Washington region as well as
the District of Columbia as the national scat of government;

(4) operation of the Metiopolitan Washington Airports by an in-
dependent local agency will facilitate timely improvements at both airports
to meet the growing demand of interstate air transportation occasioned
by the Airline Deregulation Act of 1978 (Public Law 95-504; 92 Stat. 1705);

(5) all other major air carrier airports in the United States arc operated
by public entities at the State, regional, or local level;

(6) any change in status of the two airports must take into account
the interest of nearby communities, the traveling public, air carriers, general
aviation, airport employees, and other interested groups, as well as the
interests of the Federal Government and State governments involved;

(7) in recognition of a perceived limited need for a Federal role in the
management of these airports and the growing local interest, the Secretary
has recommended a transfer of authority from the Federal to the local/State
level that is consistent with the management of major airports elsewhere in
the Nation;

(8) an operating authority with representation from local jurisdictions,
similar to authorities at all major airports in the United States, will improve
communications \vith local officials and concerned residents regarding noise
at the Metropolitan Washington Airports;

(9) a commission of congressional. State, and local officials and aviation
representatives has recommended to the Secretary that transfer of the
federally owned airports be as a unit to an independent authority to be
created by the Commonwealth of Virginia and the District of Columbia; and

(10) the Federal interest in these airports can he provided through a
lease mechanism which provides for local control and operation.

[IT3965c] PURPOSE
Sec. 6003. (a) In General.—It is therefore declared to be the purpose of the
Congress in this title to authorize the transfer of operating responsibility under
Aviation Law Reports H3965¢c
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long-term lease of the two Metropolitan Washington Airport properties as a
unit, including access highways and other related facilities, to a properly con-
stituted independent airport authority created by the Commonwealth of Virginia
and the District of Columbia, in order to achieve local control, management,
operation, and development of these important transportation assets.

(b) iInclusion of BWI Not Precluded.— Nothing in this title shall he con-
strued to prohibit the Airports Authority and the State of Maryland from
entering into an agreement whereby Baltimore/Washington International Airport
may be made part of a regional airports authority, subject to terms and conditions
agreed to by the Airports Authority, the Secretary, the Commonwealth of
Virginia, the District of Columbia, and the State of Maryland.

[ff 3955d] DEFINITIONS
Sec. 6004. In this title—

(1) Administrator.— The term "Administrator" means the Administrator
of the Federal Aviation Administration. %

(2) Artorts authority.—The term “Airports Authority"” means the Met-
ropolitan Washington Airports Authority, a public body to be created by
the Commonwealth of Virginia and the District of Columbia consistent with
the requirements of section 6007.

(3) Employees.—The term “employees” means all permanent Federal Avia-
tion Administration personnel employed on the date the lease under section
6005 takes effect by the Metropolitan Washington Airports, an organization
within the Federal Aviation Administration.

(4) M etropolitan W ashington airports.— The term “Metropolitan Wash-
ington Airports” means Washington National Airport and Washington
Dulles International Airport.

(5) secretary.—The term "Secretary" means the Secretary of Transpor-
tation.

(6) w ashington dulles international airport— The term "Washington
Dulles International Airport" means the airport constructed under the Act
entitled “An Act to authorize the construction, protection, operation, and
maintenance of a public airport in or in the vicinity of the District of
Columbia”, approved September 7, 1950 (61 Stat. 770), and includes the
Dulles Airport Access Highway and Right-of-way, including the extension
between the Interstate Routes 1-495 and 1-66.

(7) w ashington national airport.—The term "Washington National
Airport" means the airport described in the Act entitled "An Act to provide
for the administration of the Washington National Airport, and for other
purposes”, approved June 29, 1940 (54 Stat. 686).

tf13965e] LEASE OF METROPOLITAN WASHINGTON
AIRPORTS

Sec. 6005. (a) Authority to Enter Into Lease.—The Secretary is authorized
to enter into a lease of the Metropolitan Washington Airports with the Airports
Authority for a 50-year term and to enter into any related agreement necessary
for the transfer of authority and property to the Airports Authority. Authority
to enter into a lease and agreement under this section shall lapse two years after
the date of the enactment of this title.

(b) Payments.—

(1) Lease payments.—The lease shall provide for the Airports Authority
to pay to the general fund of the Treasury annually an amount, computed
using the GNP Price Deflator, to equal 83,000,000 in 19S7 dollars. The
Secretary and the Airports Authority may renegotiate the level of lease
payments attributable to intlation costs every ten years.

(2) Retirement odlications.—

I 3965d © 1986, Commerce Clearing House, Inc.
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(A) Discontinued service.—NoOt later than one year after the lease
takes effect, the Airports Authority shall pay to the Treasury of the
United States, to be deposited to the credit of the Civil Service Retirement
and Disability Fund, an amount determined by the Office of Personnel
Management to represent the actual added costs incurred by the Fund
due to discontinued service retirement under section 8336(d)(1) of
title S, United States Code, of employees who elect not to transfer to the
Airports Authority.

(B) unfunded liadility.—Not later than one year after the lease

takes effect, the Airports Authority shall pay to the Treasury of the

United States, to be deposited to the credit of the Civil Service Retire-

ment and Disability Fund, an amount determined by the Office of

c - Personnel Management to represent the present value of the difference

. i} between (i) the future cost of benefits payable from the Fund and due

== the employees covered under section 6008(e) of this title that are

attributable to the period of employment following the date the lease

takes effect, and (ii) the contributions made bj'the employees and the

Airports Authority under section 6008(e). In determining the amount

E due, the Office of Personnel Management shall take into consideration

) w] o A/e the actual interest such amount can he expected to earn when invested
‘ ‘ in the Treasury of the United States. s

(C) Minimum Terms and Conditions.—The Airports Authority shall agree,
at a minimum, to the following conditions and requirements in the lease:

(L) Operation of airports as a unit.— The Airports Authority shall
operate, maintain, protect, promote, and develop the Metropolitan Washing-
ton Airports as a unit and as primary airports serving the Metropolitan

T Sl Jye Washington area.
- ' (2) Airport purposes.—The real property constituting the Metropolitan
: : Washington Airports shall, during the period of the lease, be used only for
ol airport purposes. For the purposes of this paragraph, the term *“airport
purposes™ means a use of property interests (other than a sale) for aviation
business or activities, or for activities necessary or appropriate to serve
passengers or cargo in air commerce, or for nonprofit, public use facilities.
If the Secretary determines that any portion of the real property leased to
the Airports Authority pursuant to this Act is used for other than airport
purposes, the Secretary shall (A) direct that appropriate measures be taken
by the Airports Authority to bring the use of such portion of real property
in conformity with airport purposes, and (B) retake possession of such por-
tion of real property if the Airports Authority fails to bring the use of such
portion into a conforming use within a reasonable period of time, as deter-
mined by the Secretary.

L BVM-V-Y-

(3) AIP requirements.—The Airports Authority shall be subject to the
requirements of section 511(a) of the Airport and Airway Improvement
Act of 1982 and the assurances and conditions required of grant recipients
) under such Act as of the date the lease takes cfTect. Notwithstanding sec-
—Vf[] tion Sl1(a)(12) of such Act, all revenues generated by the Metropolitan
Washington Airports shall be expended for the capital and operating costs

.of such airports.

1> iy 2.4 (4) contracts.—In acquiring by contract supplies or services for an amount * ""'-jA r
""" o estimated to f in excess of $200,000, or awarding concession contracts, ’ PPV

. o the Airports A .hority shall obtain, lo the maximum extent practicable, full L
fOV-v.v.y] and open competition through the use of published competitive procedures.

By a vote of seven members, the Airports Authority may grant exceptions

to the requirements of this paragraph.

(5) continuation of regulations.—

(A) 1n general.—Except as provided in subparagraph (B), all regu-

SSS - lations of the Metropolitan Washington Airports (14 C. F. R. part
159) shall become regulations of the Airports Authority on the date

§81 the lease takes effect and shall remain in effect until modified or

. . Aviation Law Reports 39650
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revolted by the Airports Authority in accordance with procedures of
the Airports Authority.

(B) Exceptions.—The following regulations shall cease to be in effect
on the date the lease takes effect:

(i) section 159.59(a) of title 14, Code of Federal Regulations
(relating to ncw-technology aircraft); and

(ii) section 159.191 of title 14, Code of Federal rgulations
(relating to violations of Federal Aviation Administration regula-
tions as Federal misdemeanors),

(C) operations.—The Airports Authority may not increase or de-
crease the number of instrument flight rule takeoffs and landings
authorized by the High Density Rule (14 C. F. R. 93.121 et seq.) at
Washington National Airport on the date of the enactment of this
Act and may not impose a limitation after the date the lease takes
effect on the number of passengers taking off or landing at Wash-
ington National Airport.

(6) T ransfer of rights, liabilities, and obligations.—

(A) 1n general.—Except as specified in subparagraph (B) nf this
paragraph, the Airports Authority shall assume all rights, liabilities,
and obligations (tangible and incorporeal, present and executory) of
the Metropolitan Washington Airports on the date the lease takes
effect, including leases, permits, licenses, contracts, agreements, claims,
tariffs, accounts receivable, accounts payable, and litigation relating to
such rights and obligations, regardless whether judgment has been
entered, damages awarded, or appeal taken. Before the date the lease
takes effect, the Secretary shall also assure that the Airports Authority
has agreed to cooperate in allowing representatives of the Attorney
General and the Secretary adequate access to employees and records
when needed for the performance of functions related to the period
before the effectiveness of the lease. The Airports Authority shall
assume responsibility for the Federal Aviation Administration’s Mas-
ter Plans for the Metropolitan Washington Airports.

(B) Exceptions.—The procedure for disputes resolution contained in
any contract entered into on behalf of the United States before the
date the lease takes effect shall continue to govern the performance of
the contract unless otherwise agreed to by the parties to the contract.
Claims for monetary damages founded in tort, by or against the United
States as the owner and operator of the Metropolitan Washington
Airports, arising before the date the lease takes effect shall be adju-
dicated as if the lease had not been entered into.

(C) Payments into employees’ compensation fund.—The Federal
Aviation Administration shall remain responsible for reimbursing the
Employees’ Compensation Fund, pursuant to section 8147 of title 5
United States Code, for compensation paid or payable after the date
the lease takes effect in accordance with chapter 81 of title 5 United
States Code, with regard to any injury, disability, or death due to events
arising before such date, whether or not a claim has been filed or is
final on such date.

(D) collective bargaining rights.— The Airports Authority shall
continue all collective bargaining rights enjoyed before the date the
lease takes effect by employees of the Metropolitan Washington Air-
ports.

(7) Audits.—The Comptroller General of the United States may conduct
periodic audits of the activities and transactions of the Airports Authority
in accordance with generally accepted management principles, and under
such rules and regulations as may he prescribed by the Comptroller Gen-
eral. Any such audit shall he conducted at such place or places as the
Comptroller General may deem appropriate. All books, accounts, records,

H39650 © 1986, Commerce Clearing House, Inc.
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reports, files, papers, and property of the Airports Authority shall remain
in possession and custody of the Airports Authority,

(8) code of etnics.—The Airports Authority shall develop a code of ethics
and financial disclosure in order to assure the integrity of all decisions made
by its board of directors and employees.

(9) Restriction on use of certain revenues.— Notwithstanding any other
provision of law, no landing fee imposed for operating an aircraft or revenues
derived from parking automobiles—

(A) at Washington Dulles International Airport may be used for
maintenance or operating expenses (excluding debt service, depreciation,
and amortization) at Washington National Airport; or

(B) at Washington National Airport may be used for maintenance
or operating expenses (excluding debt service, depreciation, and amor-
tization) at Washington Dulles International Airport.

(10) General aviation fees.—The Airports Authority shall compute the
fees and charges for landing general aviation aircraft at the Metropolitan
Washington Airports on the same basis as the landing fees for air carrier
aircraft, except that the Airports Authority may require a minimum landing
fee not in excess of the landing fee for aircraft weighing 12,500 pounds.

(11) Oother terms.—The Secretary shall include such other terms and
conditions applicable to the parties to the lease as are consistent with and
carry out the provisions of this title.

(d) submission to Congress.— The Secretary shall submit the lease cniered
into under this section to Congress. The lease may not take effect before the
passage of (1) 30 days, or (2) 10 days in which cither House of Congress is
in session, whichever occurs later.

(e) Enforcement of Lease Provisions.—The district courts of the United
States shall have jurisdiction to compel the Airports Authority and its officers
and employees to comply with the terms of the lease. An action may be brought
on behalf of the United States by the Attorney General, or by any ag-
grieved party.

[IT3965f] CAPITAL IMPROVEMENTS, CONSTRUCTION,
AND REHABILITATION

Sec. 6006. (a) Improvements.—It is the sense of the Congress that the Air-
ports Authority should—

(1) pursue the improvement, construction, and rehabilitation of the
facilities at Washington Dulles International Airport and Washington Na-
tional Airport simultaneously; and

(2) to the extent practicable, cause the improvement, construction, and
rehabilitation proposed by the Secretary to be completed at both of such
Airports within 5 years alter the earliest date on which the Airports Authority
issues bonds under the authority required by section 6007 of this title for
any such improvement, construction, or rehabilitation.

(b) Secretary's Assistance.—The Secretary shall assist the three airports
serving the Washington, D. C. metropolitan area in planning for operational and
capital improvements at those airports and shall accelerate consideration of
applications for Federal financial assistance by whichever of the three airports
is most in need of increasing airside capacity.

[ij 3965g] AIRPORTS AUTHORITY

Sec. 6007. (a) Powers Conferred dy Virginia and the D istrict of Colum -
bia.—The Airports Authority shall be a public body corporate and politic, having
the powers and jurisdiction as arc conferred upon it jointly by the legislative
authority of the Commonwealth of Virginia and the District of Columbia or by
cither of the jurisdictions and concurred in by the legislative authority of the
other jurisdiction, but at a minimum meeting the requirements of this section.

Aviation Law Reports 1.3965¢g
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(b) Purpose.—The Airports Authority shall be—

(1) independent of the Commonwealth of Virginia and its local govern-
ments, the District of Columbia, and the Federal Government; and

(2) a political subdivision constituted solely to operate and improve both
Metropolitan Washington Airports as primary airports serving the Metro-
politan Washington area.

(c) General Authorities.—The Airports Authority shall be authorized—

(1) to acquire, maintain, improve, operate, protect, and promote the
Metropolitan Washington Airports for public purposes;

(2) to issue bonds from time to time in its discretion for public pur-
poses, including the purposes of paying all or any part of the cost or airport
improvements, construction, and rehabilitation, and the acquisition of real and
personal property, including operating equipment for the airports, which bonds—

(A) shall not constitute a debt of either jurisdiction or a political
subdivision thereof; and .

(B) may be secured by the Airports Authority’s revenues generally,
or exclusively from the income and revenues' of certain designated proj-
ects whether or not they are financed in whole or part from the proceeds
of such bonds;

(3) to acquire real and personal property by purchase, lease, transfer,
or exchange, and to exercise such powers of eminent domain within the
Commonwealth of Virginia as are conferred upon it by the Commonwealth

of Virginia;
(4) to levy fees or other charges; and
(5) to make and maintain agreements with employee organizations to

the extent that the Federal Aviation Administration is so authorized on the

date of enactment of this title.

(d) conflict-of-Interest Provisions.—The Airports Authority shall besub-
ject to a conflict-of-interest provision providing that members of the boardand
their immediate families may not be employed by or otherwise hold a substantial
financial interest in any enterprise that has or is seeking a contract or agreement
with the Airports Authority or is an aeronautical, aviation services, or airport
services enterprise that otherwise has interests that can be directly affected by
the Airports Authority. Exceptions to requirements of the preceding sentence
may be made by the official appointing a member at the time the member is
appointed, if the financial interest is fully disclosed and so long as the member
does not participate in board decisions that directly affect such interest. The
Airports Authority shall include in its code developed under section 6005(c)(8)
of this title the standards by which members will determine what constitutes
a substantial financial interest and the circumstances under which an exception
may be granted.

(e) Board of Directors.—
(1) Appointment.—The Airports Authority shall be governed by a board
of directors of 11 members, as follows:
(A) five members shall be appointed by the Governor of Virginia;
(B) three members shall be appointed by the Mayor of the
District of Columbia;

(C) two members shall be appointed by the Governor of Mary-
land; and
(D) one member shall he appointed by the President with the
advice and consent of the Senate.
The Giairman shall be appointed from among the members by majority
vote of the members and shall serve until replaced by majority vote of the
members.

U 39659 © 1986, Commerce Clearing House, Inc.
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(2) Restrictions.—Members shall (A) not hold elective or appointive
political office, (B) serve without compensation other than for reasonable
expenses incident to board functions, and (C) reside within the Washington
Standard Metropolitan Statistical Area, except that the member appointed
by the President shall not he required to reside in that area.

(3) Terms.—Members shall he appointed to the board for a term of 6
years, except that of members first appointed—

(A) by the Governor of Virginia, 2 shall be appointed for 4 years
and 2 shall be appointed for 2 years;

(13) by the Mayor of the District of Columbia, 1 shall he ap-
pointed for 4 years and 1 shall he appointed for 2 years; and

(C) by the Governor of Maryland, 1 shall be appointed for 4
years.

(4) Removal of presidential appointees.—A member of the Itoard ap-
pointed by the President shall be subject to removal by the President for
cause.

(5) Required number of votes.—Seven votes shall be required to approve
bond issues and the annual budget.

(f) Board of Review.—

(1) composition.—The board of directors shall be subject to review of its
actions and to requests, in accordance with this subsection, by a Board
of Review of the Airports Authority. Such Board of Review shall be
established by the board of directors and shall consist of the following,
in their individual capacities, as representatives of users of the Metro-
politan Washington Airports:

(A) two members of the Public Works and Transportation Com-
mittee and two members of the Appropriations Committee of the
House of Representatives from a list provided by the Speaker of
the House;

(B) two members of the Commerce, Science, and Transportation
Committee and two members of the Appropriations Committee of
the Senate from a list provided by the President pro tempore of the
Senate; and

(C) one member chosen alternately from members of the House
of Representatives and members of the Senate, from a list provided by
the Speaker of the House or the President pro tempore of the Senate,
respectively.

The members of the Board of Review shall elect a chairman. A member
of the House of Representatives or the Senate from Maryland or Vir-
ginia and the Delegate from the District of Columbia may not serve on
the Board of Review.

(2) Terms.—Members of the Board of Review appointed under subpara-
graphs (A) and (B) of paragraph (1) shall be appointed for terms of
six years, except that of the members first appointed, one member under
each of subparagraphs (A) and (B) shall be appointed for a term of two
years and one member under each of subparagraphs (A) and (B) shall
be appointed for a term of four years, Members of the Board of Review
appointed under subparagraph (C) shall he appointed for terms of two
years. A vacancy in the Board shall he filled in the same manner in which
the original appointment was made. Any member appointed to till a va-
cancy before the expiration of the term for which his or her predecessor
was appointed shall be appointed only for the remainder of such term.

(3) Procedures.—The Board of Review shall establish procedures for con-
ducting its business. The procedures may include requirements for a quorum
at meetings and for proxy voting. The Board shall meet at least once
each year and shall meet at the call of the chairman or 3 members of the
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Board. Any decision of the Board of Reviewunder paragraph (4) or (5)
shall he bya vote of 5 members of the Board.

(4) Disapproval procedure.—

(A) submission required.—An action of the Airports Authority de-
scribed in subparagraph (B) shall be submitted to the Board of Review
at least 30 days (or at least 60 days in the case of the annual budget)
before it is to becone effective.

(B) Actions affected.—The following arc the actions referred to in
subparagraph (A):

(1) the adoption of an annual budget;

(i) the authorization for the issuance ofbonds;

(iii) the adoption, amendment, or repeal of a regulation;

(iv) the adoption or revision of a master plan, including any
proposal for land acquisition; and

(v) the appointment ofthe chief executive officer.

(C) 30-day disapproval period.— If the Board of Review docs not
disapprove an action within 30 days of its submission under this para-
graph, the action may take effect. If the Board of Review disapproves
any such action, it shall notify the Airports Authority and shall give
reasons for the disapproval.

(D) Effect of disapproval.—An action disapproved under this para-
graph shall not take effect. Unless an annual budget for a fiscal year
has taken effect in accordance with this paragraph, the Airports Au-
thority may not obligate or expend any money in such fiscal year,
except for (i) debt service on previously authorized obligations, and
(ii) obligations and expenditures for previously authorized capital ex-
penditures and routine operating expenses.

(5) Request for consideration of other matters.— The Board of Review
may request the Airports Authority to consider and vote, or to report, on
any matter related to the Metropolitan Washington Airports. Upon re-
ceipt of such a request the Airports Authority shall consider and vote, or
report, on the matter as promptly as feasible.

(6) Participation in meetings of airports authority.—MemberS of the
Board of Review may participate as nonvoting members in meetings of the
board of the Airports Authority.

(7) staff.—The Board of Review may hire two staff persons to be paid
by the Airports Authority. The Airports Authority shall provide such
clerical and support staff as the Board may require.

(8) Liability.— A member of the Board of Review shall not be liable in
connection with any claim, action, suit, or proceeding arising from service
on the Board.

(g) certain Actions To Bf. Taken dy Regulation.—Any action of the Air-
ports Authority changing, or having the effect of changing, the hours of opera-
tion of or the type of aircraft serving either of the Metropolitan Washington
Airports may be taken only by regulation of the Airports Authority.

(h) Limitation on Authority.—If the Board of Review established tinder sub-
section (f) is unable to carry out its functions under this title by reason
of a judicial order, the Airports Authority shall have no authority to perform
any of the actions that are required by paragraph (f)(4) to be submitted to the
Board of Review.

[f13965h] FEDERAL EMPLOYEES AT THE METRO-
POLITAN WASHINGTON AIRPORTS

Sec. 6008. (a) Employee Protection.—Not later than the date the lease under
section 6005 takes effect, the Secretary shall ensure that the Airports Authority
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has established arrangements to protect the employment interests of employees
during the 5-ycar period beginning on such date. These arrangements shall in-
clude provisions—

(1) which ensure that the Airports Authority will adopt labor agree-
ments in accordance with the provisions of subsection (b) of this section;

(2) for the transfer and retention of all employees who agree to
transfer to the Airports Authority in their same positions for the 5-ycar
period commencing on the date the lease under section 6005 takes effect
except in cases of reassignment, separation for cause, resignation, or
retirement;

(3) for the payment by the Airports Authority of basic and premium
pay to transferred employees, except in eases of separation for cause, resig-
nation, or retirement, for 5 years commencing on the date the lease takes
effect at or above the rates of pay in effect for such employees on such
date;

(4) for credit during the S-year period commencing on the date the
lease takes effect for accrued annual and sick leave and seniority rights
which have been accrued during the period of Federal employment by
transferred employees retained by the Airports Authority; and

(5) for an offering of not less than one life insurance and three health
insurance programs for transferred employees retained by the Airports
Authority during the 5-year period beginning on the date the lease takes
effect which arc reasonably comparable with respect to employee premium
cost and coverage to the Federal health and life insurance programs avail-
able to employees on the day before such date.

(b) Labor Agreements.—

(1) ADorriON.—The Airports Authority shall adopt all labor agreements
which are in effect on the date the lease under section 6005 takes effect.
Such agreements shall continue in effect for the 5-ycar period commencing
on such date, unless the agreement provides for a shorter duration or the
parties agree to the contrary before the expiration of that 5-year period.
Such agreements shall he renegotiated during the 5-ycar period, unless the
parties agree otherwise. Any labor-manacemcnt negotiation impasse de-
clared before the date the lease takes effect shall be settled in accordance
with chapter 71 of title 5, United States Code.

(2)Continuation.—The arrangements made pursuant to this section shall
assure, during the 50-year lease term, the continuation of all collective
bargaining rights enjoyed by transferred employees retained by the Air-
ports Authority.

(c) Rights of Terminated Esifi.oyf.es.— Any transferred employee whose em-
ployment with the Airports Authority is terminated during the 5-year period
beginning on the date the lease under section 6005 takes effect shall be en-
titled, as a condition of any lease entered into in accordance with section 6005
of this title, to rights and benefits to be provided by the Airports Authority
that arc similar to those such employee would have had under Federal law if
termination had occurred immediately before such date.

(d) Annual and Sick Leave.—Any employee who transfers to the Airports
Authority under this section shall not he entitled to lump-sum payment for
unused annual leave under section 5551 of title 5 United States Code, but shall
be credited by the Airports Authority with the unused annual leave balance on
the date the lease under section 6005 takes effect, along with any unused sick
leave balance on such date, During the 5-ycar period beginning on such date,

[The next page is 2691-11.]
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annual and sick leave shall be earned at the same rates permitted on the day
before such date, and observed official holidays shall be the same as those
specified in section 6103 of title 5 United States Code.

(e) Civil. service Retirement.—Any Federal employee who transfers to the
Airports Authority and who on the day before the date the lease under sec-
tion 6005 takes cllcct is subject to subchapter 111 of chapter 83 of title 5,
United States Code, or chapter 84 of such title shall, so long as continually
employed by the Airports Authority without a break in service, continue to he
subject to such subchaptcr or chapter, as the case may be. Employment by the
Airports Authority without a break in continuity of service shall be considered
to be employment by the United States Government for purposes of such sub-
chapter and chapter. The Airports Authority shall be the employing agency
for purposes of such subchapter and chapter and shall contribute to the Civil
Service Retirement and Disability Fund such sums as arc required by such
subchapter and chapter.

(f) separated Employees.—AnN employee who docs not transfer to the Airports
Authority and who does not otherwise remain a Federal employee shall be
entitled to all of the rights and benefits available under Federal law for sepa-
rated employees, except that severance pay shall not he payable to an employee
who does not accept an offer of employment from the Airports Authority of
work substantially similar to that performed for the Federal Government.

(g) Access to Records.—The Airports Authority shall allow representatives of
the Secretary adequate access to employees and employee records of the Air-
ports Authority when needed for the performance of functions related to the
period before the date the lease under section 6005 takes effect. The Secretary
shall provide the Airports Authority access to employee records of transferring
employees for appropriate purposes.

[ff3965i] RELATIONSHIP TO AND EFFECT OF
OTHER LAWS

Sec. 6009. (a) Other Laws.—In order to assure that the Airports Authority
has the same proprietary powers and is subject to the same restrictions with
respect to Federal law as any other airport except as otherwise provided in
this title, during the period that the lease authorized by section 6005 of this
title is in effect—

(1) the Metropolitan Washington Airports shall be considered public

airportsfor purposes of the Airport and Airway Improvement Act of 1982

(49 App. U. S. C. 2201 ct seq.); and

(2) the Acts entitled “An Act to provide (or the administration of
the Washington National Airport, and for other purposes”, approved June
29, 1910 (54 Stat. 686), “An Act to authorize the construction, protection,
operation, and maintenance of a public airport in or in the vicinity of the
District of Columbia", approved September 7, 1950 (64 Stat. 770), and
“An Act making supplemental appropriations for the support of the Gov-
ernment for the fiscal year ending June 30, 1941, and for other purposes”,
approved October 9, 1910 (54 Stat. 1030), shall not apply to the operation
of the Metropolitan Washington Airports, and the Secretary shall he re-
lieved of all responsibility under those Acts.

(b) 1napplicability of Certain Law s—The Metropolitan Washington Airports
and the Airports Authority shall not he subject to the requirements of any
law solely by reason of the retention by the United States of the fee simple
title to such airports or by reason of the authority of the Board of Review
under subsection 6007 (f).

(c) Police Power.—The Commonwealth of Virginia shall have conr irrent police
power authority over the Metropolitan Washington Airports, and the courts of
the Commonwcatlh of Virginia may exercise jurisdiction over Washington
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(1) 1m general.—The authority of the National Capital Planning Com-
mission under section 5 of the Act of June 6, 1924 (40 U. S. C. 71(1) shall not
apply to the Airports Authority.

(2) consultation-—The Airports Authority shall consult—

(A) with the National Capital Planning Commission and the
Advisory Council on Historic Preservation before undertaking any
major alterations to the exterior of the main terminal at Washington
Dulles International Airport, and

(B) with the National Capital Planning Commission before under-
taking development that would alter the skyline of Washington Na-
tional Airport when viewed from the opposing shoreline of the Potomac
River or from the George Washington Parkway.

(c) Operations Limitations.—

(1) High density rule.—The Administrator may not increi.se the number
of instrument flight rule takeoffs and landings authorized for air carriers
by the High Density Rule (14 C. F. R. 93.121 et sco..) at Washington
National Airport on the date of the enactment of this title and may not
decrease the number oi such takeoffs and landings except for reasons of
safety.

(2) Annual passenger limitations.— The Federal Aviation Administration
air traffic regulation entitled “Modification of Allocation: Washington Na-
tional Airport" (14 C. F. R. 93.124) shall cease to be in effect on the date
of the enactment of this title.

[fi3965]] AUTHORITY TO NEGOTIATE EXTENSION
OF LEASE
Sec. 6010. The Secretary and the Airports Authority may at any time nego-
tiate an extension of the lease entered into under section 6005(a).
[fl 3965K] SEPARABILITY

Sec. 6011. Except as provided in section 6007(h), if any provision of this
title or the application thereof to any person or circumstance, is held invalid,
the remainder of this title and the application of such provision to other persons
or circumstances shall not be affected thereby.

[IT39651] NONSTOP FLIGHTS

Sec. 6012. Perimeter Rule.—An air carrier may not operate an aircraft nonstop
in air transportation between Washington National Airport and another airport
that is more than 1,250 statute miles away from Washington National Airport.

U 3965]j © 1986, Commerce Clearing House, Inc.
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PURPOSE OF THE REPORT

In accordance with a special request of the Legislative
Budget and Audit Committee and Title 2k of the Alaska
Statutes, this special report has been prepared to:

Document the history and current status of-the renova-—
tion and expansion at the Anchorage JEjitdrnatibnal
Airport.

Document the decision-mak-ifig ..proces”"for assigning and
leasing airport space"to..-terminal tenants.

Provide info:fmatrDn~.orr"the International Airport Revenue
Fund regarding "the"-types of revenues generated and
expense s*"iijcurred.
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ORGANIZATION AND FUNCTION

The two international airports in Alaska, located at
Anchorage and Fairbanks, were first authorized by the 80th
Congress on May 28, 1948 for $13 million under the Alaska
Public Airport Act. The Civil Aeronautics Authoricy,
predecessor to the present Federal Aviation Administration,
operated the airports until their transfer to the State on
June 25, 1959.

Alaska Statute 44.42.020 provides that the Department of
Transportation and Public Facilities (DOTPF) has the power
to manage, operate, and maintain State transportation
facilities including airports. As such bot”"international
airports have an Airport Director who irresponsible for the
day-to-day operations at the airport.”.-Toge"ther, ths inter—
national airports are self-supporting and .operate from the
International Airport Revenue Fund (IARF-)The IARF 1is
comprised of receipts from aviation and support industries
which are used by the airports to provide terminal space
plus field maintenance, crash-fire-rescue, law enforcement,
and cleaning services .to the.-tenants and other users of the
airport (refer to the I1ARF section for a detail
explanation),

In total, the Anchorage International Airport was authorized
270 positions with an operating budget rfor FY 86 of
$18,060,600 while Fairbanks International Airport was
authorized 88 positions and an operating budget of
$7,350,800.

STATE OF ALASKA -3- DIVISION OF LEGISLATIVE AUDIT



AUDITOR®™S CONCLUSION

In our opinion, the airport renovation and expansion project
was not effectively and efficiently managed to minimize
total project costs and any inconvenience to the traveling
public. During the course of our review we observed or were
given several explanations that led us to our conclusion.
The following summarizes those findings:

1. The project scope was not finalized prior to a construc—
tion commitment. The scope was revised both pri*--- tio-
and subsequent to the construction contract awa: uate.
(refer to the Project Scope Revisions Section).

2. Airport tenant requests for scope revisions to the
project necessitated redesign by flie/design consultant
at the State"s expense (refer to”Increased Interest-
Airport Tenant Involvement and""the sections following).

3. A substantial number of design deficiencies resulted in
the general contractor submitting over 750 design
clarification or variation requests as of June 11, 1985.

/e ' \s

A. The general construction contract was awarded for
$17,8AA,000 with.an original contingency of $1,602,7A8.
Through June 19", 1985, ninety-nine change orders total —
led $3,126,300S /

/ y /

Currently, the Department of Transportation and Public

Facilities (DOTPF) 1is planning for the expansion of the main

terminal over the arrival and departure drives and for the

construction of a covered parking facility. Undoubtedly,
these projects will cause significant inconvenience to the
traveling public, but are recognized as essential needs of
the airport. To minimize this necessary 1inconvenience,

DOTPF should ensure that the project scope is fTinalized and

the design completed prior to any commitment for

construction. In addition, while it may be prudent to
request input from the airport tenants, those requests
should be renuired early in the planning phase and finalized
prior to construction. The cost of any changes to
accommodate the airport tenants after the construction is
started should be borne by the requesting party. Following
is our detail of the renovation and expansion project"s
history and current status.

STATE OF ALASKA -5- DIVISION or LCGISLAT4VC AUDIT



RENOVATION AND EXPANSION PROJECT HISTORY

Early Project History e _

The Anchorage International Airport (AlIA) first began
operations in December 1951 under the Civil Aeronautics
Authority (CAA) predecessor to the present Federal Aviation
Administration. On May 28, 1948, the 80th Congress passed
the Alaska Public Airport Act authorizing $13 million for
construction by the CAA of two international type Tfacilities
for Alaska®"s two largest cities; Fairbanks and Anchorage/
The original Anchorage terminal building consisted of a
rectangular two-story complex in a north-south direction.
Additional, sporadic expansion by the State and Northwest
Airlines, the major airport user, occurred between the
transfer of airport ownership on June 25, 1959 and 1964.

r
Much of the terminal facilities were lost as a,*result of the
devastating 1964 earthquake. Consequently, a fajor renova-—

tion project was undertaken co replace the damaged terminal.
In 1965, the present West Concourse satellite.(hexagon) was
constructed to accommodate the expanding international
market. In addition, from 1968 to 1970 the main terminal
building was expanded westward and connected to the hexagon.
The project added approximately 188,000 square feet of

space. These additions increased the total terminal build-—
ing area to 307,000 square feet and consisted of the follow—
ing; ,=*"X

1. The original two-story passenger terminal (North Con—
course C) used primarily for domestic and commuter
passenger holdrooms, airline operations, as well as
airline, concessionaire, and tenant offices.

2. A two-story main passenger terminal with passenger
ticketing, check-in, and baggage claim facilities and
passenger convenience and service facilities such as
food, beverage, and gift concessions. There also was
space for airline operations, offices, and passenger
holdrooms.

3. A two-story West Concourse B and hexagon which had
international intransit facilities, Federal Inspection
Services, domestic airline holdrooms, various offices,
tenant storage, and airline operations facilities.

Airport Feasibility Studies - Expansion

Airport growth as measured by enplaning and deplaning
passengers continued to grow during the 1970"s, 1in part, as

a result of the introduction of transoceanic routes, signif—
icant oil discoveries culminating in the Prudhoe Bay explo—
ration and subsequent construction of the Alaska Pipeline,

STATE OF ALASKA -7- DIVISION OF LEGISLATIVE AUDIT



With the commitment to construct the international terminal,
DOTPF determined that a new program statement and scope of
work became necessary for work efforts regarding the south

terminal as strictly a domestic facility. TRA/Farr was.
retained through a letter of agreement for $200,000 to ...
develop alternative concepts for the south terminal. In

addition, TRA/Farr was directed to develop a public seating
layout and to formulate documents for bidding and purchasing
the new seating in addition to developing an interior paint

scheme and wall graphics. The effort was completed in
January 1981 and a report issued. TRA/Farr recommended-the
following as part of the scope of work. "*e

1. Expand the main terminal approximately 100 feat to the
southeast to increase the length of the ticket counter
frontage, offices, gate lobbies, and claim-areas.

*
2. Construct a new commuter facility conneg&eé,to the 100
foot addition to serve eight to ten aircraft.

rr
3. Remodel West Concourse B to serve,ten'/aircraft positions.
(e
k. Reduce the security checkpoints to .two positions.
/ 7/
5. Develop the mechanical plant to _accommodate the loads
from the expansion. /" s N
) / 7/ 7/ ) )
6. Demolish North Concourse. C and expand the main terminal
to the north. /"7 7/ -
/"7 ) i i
7. Increase the depth of the main terminal by expanding

over the existing departure and arrival drives.

8. Construct a parking structure east of the terminal
building.

DOTPF approved of the plan provided by the architect and
subsequently executed a sole source professional services
agreement to design the project on April 7, 1981 for
$288,995. The scope was limited to the 100 foot expansion
and a single level commuter concourse. The estimated
construction cost was $4.5 million. Funding for the design
was provided by chapter 120, SLA 1980.

Project Scone Revisions

In October of 1981, the Commissioner executed the first of
twelve contract amendments issued for the design work.
Amendment one changed the commuter concourse from a single
level non-secure function to a two level structure with full
airport security located on the upper level. In addition,
the consultant was required to design the Concourse B
renovation. Total estimated construction costs increased to
$12.5 million. According to the DOTPF design manager, the

STATE OF ALASKA -9 - DIVISION OF LEGISLATIVE AUDIT



one of the major changes to the project. The amendment,
issued on March 21, 1984 for $743,100, requested the
consultant, 1in part, to design a new baggage delivery and
distribution system to accommodate the baggage make-up areas
in the lower level of Concourse B. The make-up area
increased from the previously approved 8,000 square foot
addition to 45,000 square feet. The ATC had requested this
area curing their June 2, 1983 meeting, As a result of this
request, DOTPF awarded a contract for *?,249,191 to install
the new baggage conveyor system into Concourse B.
Furthermore, amendments five and nine added work at ther.
request of the ATC. Amendment five was 1issued on April 27,
1984 and expanded the Alaska Airline ticket office and
amendment nine issued on December 14, 1984 revised the
Alaska Airline Board Room and also added variou”changes to
concessionaire space. S S*"s"

Issuance of Contract Change Orders

As of June 19, 1985, there have be”n ninety-nine change
orders issued on the general construction contract. The
original contract award was for $17,844,000. As of the last
change order the contract has escalated to $20,970,30G an
increase of 17.5 percent;"* DOTPF stated that there will be
additional change ordegs issued to complete the project.

v gt
The scope of the project involved, in part, the renovation
of Concourse B. According to the DOTPF- project manager,
certain change orders were necessary due to the lack of
adequate documentation of changes to the original airport
structure through periodic construction upgrades. However,
many of the change orders were originated by the- airport
tenants and DOTPF for project additions. As an example,
Alaska Airlines requested that the podiums located in the
hexagon be relocated. The costs associated with change
order twelve amounted to $253,845. Also, DOTPF requested an
upgrade in the carpet to be installed which resulted *n
change order forty-four costing $104,820.

The majority of the change orders were for design verifica—
tions. According to DOTPF personnel, these changes were the
result of inadequate design of the project. The general
contractor submitted over 750 design clarification or
variation requests as of June 11, 1985. DOTPF has tenta-—
tively identified the responsible party for forty-six of the
change orders and can be categorized as follows;

STATE OF ALASKA -11- division OF LEGISLATIVE AUDIT



Design
Consult- Airport

DOTPF ant Tenant Total
Dollar Amount $198,924 $558,116 $336,728 $1,157,532
Percentage 18.2% 51.0% 30.8% 100%
Total Number 14 33 7 54
Percentage 25.9% 61.1% 13.0%" 100%
Note: Seven change orders®“fnvolved two parties. Thus,
for percentage calculations these were added to
each party.
DOTPF expects to finalize their assignment of all change
orders by October 1985. 4
/ /

In addition, DOTPF issued a separate contract on /
January 4, 1985 for the removal of asbestos in the main

terminal for $1,771,300. Asbestos-containing material was
discovered during the renovation which necessitated its
removal. This contract also covered the carpeting of
Concourse C. / /7 /

= /
Current Status / -

Phase one of the project including the expansion of the main
terminal 100 feet to the southeast, construction of the new
commuter facility (Concourse A), remodeling the Concourse B,
and the remodeling and expansion of the baggage conveyor
system is substantially complete, DOTPF is also planning
for future airport expansion,/ As identified by the Terminal
Renovation and Expansion Study by TRA/Farr, future plans

involve the following: -/
1. Increase the depth of the main terminal by expanding
over the existing departure and arrival drives. This

would 1-:rease the existing gate lobbies, airport ticket
offices, check-in lobby, and the area of baggage claim.

2. Construct new, two-level arrival and departure drives
adjacent to the existing drives capable of expansion
towards the north.

3. Demolish the North Concourse C and expand the main
terminal to the north, maintaining its depth and pro—
file.

4. Construct a parking structure east of the terminal
complex for short-term and daily public parking and the
car rental ready-return facility. Estimat-.d construc—
tion cost is $16 million.

5. Demolish the old post office structure to open up the
terminal expansion corridor.
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Concession Leases

Concession leases include, in part, gift shops, book.stores,
restaurants, lounges, and car rental agencies. All/cpnces-
sion leases are public bid with the bidder guaranteeing”® the
highest return receiving the lease with the excepti6g/of the
car rental leases. The car rental leases are nontextlusive
which allows free entry into the terminal. / /1 7/

stv// /
Car rental agencies pay a-..percent; ge of their .gross income
and, in addition, pay the $21.12 per square foot for any/-

space that is occupied. All other concession lessees pay a
guaranteed percentage of their gross income./

L
Other Leases !/ / /J

The AIA does have other lessees that/inc(ude State agencies,
Anchorage Municipality, Federal agencies, a bank, and a
non-profit native assistance organization. Except for the
native assistance organization who 1is not charged for rent,
the lessees pay the basic rental fee of $21.12 per square
foot. AV
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5. Vehicle Parking Fees: Gross receipts from public
parking lots. /

6. Land Rental: Rental of leased airport land.

are contractually set at varying rates accordihg”"to "the
class of usage set forth in 17 AAC AO.

The above types of fees accounted for 98 percent .0t the
gross revenues collected during FY 8A at .~~\e .international
airports. In addition, ®©:pp customers of AIA" _Alaska Fuel
and Aviation and Duty Free (gift shop) ,. provided revenues of
approximately $7,866,000 and $7,151,000 representing 27 and
2A percent, respectively, of the airports® FY 8A operating
revenues. VARVANA

/ s /
Although the IARF is a self-supporting account, the Legisla—

ture appropriates monies from the fund to the Department of
Transportation and Public Facilities for anticipated
expenditures during the fiscal year.
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(Note 1)
1984
Ancnorage falrbanks Tot.il Anchcraee
Revenue
Operating Revenues
Landing Fees $ 4.092.690 S 499,765 $ 4,592,455 -T.’-3,501 ,479
Parking Fees 161,062 -l,— 94,185 245,247 393.813
Cas and Oil Fees 8.330.292 912,001 V,242 ,293 7,277,565
Vehicle Parking Fees 1,638,669 35,892 1.574,561 1,259.696
Terminal Building Rcncal 2,212,130 413,188 2,625,318 2,144,889
Coin Locker Fees 3,432 -0- 3,432 3.7J7-
Concession Fees 9,397,518 281,461 9.678,979 9.276-.-791
Land Rental 727,174 398.321 1,125,495 .939. 42
Electric Energy Fees 62,601 22,727 85,328 28,35X
Flight Service Station n% )2(
Rental -0- 31,140 31, l4q/ *0-
Other Airpor barges 30,701 80.491 111.392 >/ —25.672
Receipts for aerviccs / X
Rendered 9,135 -0- 9,135,/ 2,245
Lease of State Property -0- 20,871 S ,20,871" -0-
Interest 12,460 3,930 , ®16.390 3,714
Ocher 5.894 2.888-® , « . 8.732 2.550
jl Oneratinc Revenues 26.573.758 2.796,860™ 29.370.618 24.P60.340
Non-Operating Revenues X X
Interest Income 2,273.6*14 J 239,295 2.512,909 2,602.093
y /
Total Revenues 28.347.372-' ' 3.036. 155 31 .883.527- 27.462.433
" .
Sl
Expenses o XJ
Operating Expenses :
Security 3,251,964 2,311.821 5.563,785 3,325,409
Field Maintenance 2,345,707 1,207,617 3,553,324 2,712,178
Administrative 2,972,192 670,107 3.642,399 2,693.085
Building and Equipment
Maintenance 4,166,090 1,012,742 5,178,832 3,651,979
Custodial 1,931,522 441,515 2.373,037 1,857,806
Provision for Doubtful
Accounts -0- -0- -0- 520.961
Depreciation Expense 5,234.830 2.104.354 7.339.184 4.290.661
Total Operating Expenses 19.902.305 7 .74R.256 27 650.551 19.052.079
Non-Oneratinc Expenses
Interest Expense 36.394 3.830 40.224 894,478
Total Expenses 19.938,699 7.752.086 27.609.785 19.046.557
Net Income (Loss) S 8,Q0P,673 Sf4.715.0in S 4.102.142 S 7.5,c .576
Note I: The information Included in this Appendix va.s obtained (ron supplementary
cial statements of the Alaska international Airports as eonl.unrd
for FY 84 and FY 63.

ANCHORACE INTERNATIONAL AIRPORT

INTERNATIONAL AIRPORT REVENUE FUND
COMPARATIVE STATEMENT OF Ri.VENIFSANUEXPTNRES

For the Fiscal

Year Ended June 30,

iy84 ana 1Vv83

—*p-

STATE OF ALASKA

-21-

Fairoanxs

S 658.613
ios;rj4.
1.129,972
44.307
425,683

-0-

276,713
382,022
11,114

31.140
78,131

1,900
37.007
2,580
-0-

3.1f.4.886

321.607

2.505.493

2,463,304
1,193.173
658,938

997.555
397.003

-0-
1.507.152

7 - >5

110.553
7.327.676

SM.c-t .1863

division of legislative audit

Financial

| Ofi3_-o o o
ToljT

S 4,160,092
499.517
8,407.537
1.304.C03
2.570.572
3.727
9,553.504
1,321,864
39,471

31.140
103,803

4,145
37,co;
6.294
2,550

23.046.226

2.923,700

30.969,926

5,738.713
3,905,351
3,352.023

4,649.534
2,254,809

520,961
5.797.313

26.269.204

1.005.031

27.274.235

$ 3,A9'fc01

s auules to Che audited finan-
in the State's Annual

Reports
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Anchorage Daily News Saturday, February 21, 1987 B5

Long-distance jets may
cut JAL refueling stops

The Associated Press

A new generation of jumbo jets with increased flying
range may reduce the number of stops that at least one
airline makes at Anchorage International Airport, an
airline executive said.

Japan Air Lines may stop refueling some jets at
Ancnorage on flights between Japan and Europe in three
to four years, JAL Vice President Mitsuo Kitamota told a
Resource Development Council of Alaska meeting Thurs-
day.

The airline plans to start using the Boeing 747-400
series, which the airplane manufacturer says can fly 8,000
nautical miles non-stop, about 2,000 miles more than
current jumbo jets.

Boeing spokeswoman Elizabeth Reese in Seattle .said
the 400 series is to be delivered to its first customer in
December 1988, Lut so far JAL is not a committed
customer.

JAL has already dropped Anchorage as a refueling stop
on flights between Atlanta and the Orient and has added
a non-stop route to Europe across Siberia.

The airline plans to promote Anchorage as a destina-
tion, Kitamota said. But he added thai it will take at
least a tripling of the current 5,000 stopover passengers a
year to keep the carrier here.

The airline hopes to carry 10,000 stopover travelers to
Anchorage this year, he said.

Kitamota said easier access to sightseeing destinations
such as Columbia Glacier will be needed to draw more
Japanese visitors.

Something else that might attract more travelers to
Anchorage would be creating a foreign trade zone at the
airport, said Al Parrish, president of Sheffield Enter-
prises Inc. in Anchorage.

Parrish told the resource development council that
expanding the airport's duty-free zone could lead to the
creation of regional shopping centers for stopover visitors
to use.

"The airport is a business that generated $21 million in
profit last year without any marketing, without any
advertising,” said Parrish, also chairman of the Anchor-
age Business Council's airport subcommittee.
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Anchorage International

Faces Uncertain Times Ahead

Concerns range from the present domestic traffic drop-off
from the oil industry’s slump, to the future effects of
longer-range aircraft that won’t need to refuel at Anchorage.
. An occasional moose on the runway is just part of the job.

By Bruce Johnson

Anchorage—International flight stop-
overs, Alaska’s dependence on air
transportation and the deregulation of
the domestic airline industry all are
making Anchorage International Air-
port a much busier place than the area’s
population of about 250,000 persons
.would suggest.
mAmong the nation’s 36 medium-sized

air traffic hubs, Anchorage ranks sec-
ond in number of revenue passengers.
Indeed, last year more than 4.6 million
passengers were handled at the airport.

But unlike in many communities as
large as or even much larger than that
of the Anchorage vicinity, there is real,
meaning behind the “international”
portion of the Anchorage airport’s
name. Of its 4.6 million passenger total
last year, more than 1.6 million were
classified as through passengers—largely
visitors to the airport during refueling/
reprovisioning of aircraft flying be-
tween the Orient and Europe. No less
than ten international carriers have
stopover operations at Anchorage In-
temational. The latest to join the list is
Swissair, operating between Tokyo and
Zurich.

Because of Anchorage's central posi-
tion between Europe and Asia on the
polar route, Anchorage International

_ ranks seventh in the United States in
T terms of

international operations.
Flights take about nine hours between
Anchorage and Europe and about seven
hours between Anchorage and Tokyo.
The longest nonstop flight between An-
chorage and Asia is flown by China
Airlines to Taiwan—almost 10 hours.

‘““‘We average 40 to 55 widcbody air-
craft per day here,"” said Guy Russo,
airport director. “ Most of those wide-
body visits involve international stop-
overs. including freighters."

In order to more effectively accom-
modate this heavy international side of
the business, the airport authority re-
cently added five remote fueling pits.
The airport now has eicht such parking
positions—all dedicated to international

With prices so low, at
-NJeast halfof the oil; |2
industry's Alaska’
exploration activity has
been halted, resulfing in
a reduction of
personnel and fre|ﬁht
moving through the
Anchorage airport.

stopovers. In addition.thrce years ago
the airport completed construction of
an international terminal that serves
passengers while their planes are being
refueled and rcprovtsioned. The termi-
nal contains a duty-free shop that Russo
unabashedly claims is "one of the ni-
cest in the world."

The airport’r. main terminal—dedi-
cated to domestic traffic—accommo-
dates intrastate commuter operations as
well as the half-dozen airlines that link
Anchorage with the "Lower 48,” pri-"'
marily through Seattle-Tacoma Inter-'
national Airport.

“We run around 6000 seats a day
going south from here,” Russo said.
That capacity includes a daily United
Airlines flight direct to Chicago and a
Northwest Airlines flight to Minneapo-
lis.

Extremely air-dependent

Deregulation, as well as this giant
northern state’s extreme dependence on
air transportation, is responsible for a
marked increase in the number of seats
(and decrease in rates—see separate
story) being experienced in the Seanlc-
Anchorage corridor, in particular.

In March, AirCal extended its re-
gional operations to Anchorage and
quickly expanded the schedule there to
four flights daily. Another newcomer is
TWA, with one domestic flight per day
out of Seattle.

Anchorage International—state-
owned and the largest airport in the
state—serves as the main hub for per-
sons flying to or from most places in
Alaska, which has a total population of
little more than twice that of the An-
chorage area. In-state destinations in-
clude Fairbanks (which has the second
largest airport, also state-owned) in the
interior, the Prudhoe Bay oil field area
on the North Slope, and remote t'isling
and other communities in the Kenai
Peninsula. Gulf of Alaska mainland,
Kodiak Island, western Alaska and the
Aleutian Islands areas.

The popular tourist region of South-
east Alaska, also containing the state
capital of Juneau, is served directly out
of Anchorage as well as from Seattle.

Traffic lied to oil

Although Lower 48 domestic and in-
state commuter business remains strong
this summer at Anchorage Interna-
tional, the airport is likely to see a
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An airport economic
impact study last year
revealed that airlines
paid for nearly 69,000
hotel rooms in
Anchorage due to crew
and unscheduled
passenger layovers.

greater-than-normal drop in business
this Tall and winter following the sum-
mer peak season of tourists, fish pro-
cessors and fishermen. This is due to the
dramatic downturn earlier this year in
world crude oil prices. With prices so
low, at least half of the oil industry's
Alaska exploration activity lias been
halted, resulting in a reduction of per-

..sonnel and freight moving through the

Anchorage airport.

Also beginning to adversely affect air
travel, particularly of business people, is
a downturn in North Slope oil revenues
flowing into the state government cof-
fers, and the adverse spinoff impact
that this is starting to have on Alaska
business and individuals in general.

The dominant carriers in the highest-
volume portions of the intrastaic mar-
kets are MarkAir, a relatively new car-
rier that is solely an in-state operator,
and Alaska Airlines, which also is the
highest-volume scheduled carrier be-
tween the Lower 48 and Anchorage. In
addition, United, Northwest, AirCal
and TWA compete, as does Wer'ern
Airlines, a veteran, high-volume opera-
tor of the Lower 48-Anchoraee trade.

Russo is a longtime Western hand.
The airport’s director, who has been
working in Alaska since 1955, retired as
Western’s Alaska regional director in
January 1983. A year later, he was ap-
pointed director of Anchorage Interna-
tional.

Weakening stopovers

During his many years at Anchorage,
Russo has seen a dramatic increase in
international stopover business. In 1973,

he recalled, the airport logged little
more than 700,000 international pas-
sengers. “That segment of the airport’s
business surpassed the one-million-per-
son mark for the first time in 1978,” he
noted.

International stopovers are good
business for the Anchorage community.
Besides refueling (32.5 million gallons
last April, for example) and reprovi-
sioning, fresh flight crews are accom-
modated for two to four days at a time
at Anchorage, depending on flight and
personnel schedules. Indeed, an airport
economic impact study conducted last
year by Applied Economics Associates
(AEA), revealed that airlines paid for
nearly 69,000 hotel rooms in Anchorage
due to crew and unscheduled passenger

Unfortuately, this lucrative interna-
tional stopover business is showing signs
of weakening somewhat.

Because Asians appear to be traveling
to Eurooe as well as other destinations

In 1983 Anchorage
International handled .
half of total tonna?e
flowm(%, through allof

.the nation's medium-Z'.
sized airports—an air
f_re|giht volume only
slightly less than that
passing tferokjgh LAX or

S
A

Aiasxa Airlines carries nignesl Alaska-Lower 48 volume.
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in increasing numbers, the slight slow- .

down in Anchorage’s international
business does not appear to be linked to
the terrorism-caused falloff in Ameri-
can travel to Europe. Rather, the slight
weakening of Anchorage's international
activity could be related to a rise in in-
creased competition from the Asia-Eu-
rone route via northern Siberia.

The AEA report noted that at least
two international carriers—JAL and
SAS—have exercised transit rights
through Soviet airspace and that some
other carriers are contemplating route
changes via Russia.

Of longer-term concern at Anchorage
is the possible adverse effect on inter-
national stopovers that Boeing Co0.’s
development of the longer-range 747-
400 will have.

“We’re now in a unique position, |
guess, similar to what Gander was dur-
ing the prop aircraft days across the At-
lantic; but 1suppose we're going to be
faced with some loss of business when
the Boeing 747-400 comes on line,””’
Russo reflected.

He observed that the 747-400 will be
capable of flying 8000 statute miles—
enough to fly the plane nonstop be-
tween Asia and Europe via the Ameri-
can and Canadian airspace polar route.

“Not all of the airlines of Europe arc
going to afford the luxury of having a
747-400,” Russo reasoned, but he ad-
mits that ’some” 747-400-caused dete-
rioration of international stopover busi-
ness is anticipated during the next dec-
ade after the new model enters service.

Reacting to the recent downturn in
Alaska's economy caused by the col-
lapse of crude oil prices, the state is in-
tensifying its efforts to attract tour-
ists—international as well as domestic
visitors. As part of these efforts, it is
focusing increased attention on market-
ing Alaska as a destination—not just a
stopover—for Asian and European
tourists. Presently, only about 25.000
international passengers disembark eaeh
year at Anchorage to spend some time
in Alaska.

“ We get quite a few (big-game) hunt-
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ers from Austria, Germany and other
European countries, and the Japanese
like to fish,” Russo observed. But he
said there is considerable untapped po-
tential for attracting international visi-
tors on the basis of Alaska’s spectacu-
lar scenery of mountains, glaciers and
fjords as well as its cultural and other
attractions.

“The long-haul seats arc what the
airlines are going to fill first,” Russo
acknowledged concerning the superior
revenues generated by Asia-Europe
traffic as opposed to Asia-Alaska or
Europe-Alaska traffic. But because of
the state’s international promotion ef-
forts, he is optimistic that more inter-
national passengers will disembark at®
Anchorage.

Heavy traffic, plus floats

Anchorage International, which had
36,738 jet aircraft landings last year, has
three 11,400-foot runways—two of
which are parallel east-west runways
that are instrumented. The third, a
north-south runway, is not instru-
mented. Simultaneous landings and
takeoffs occur routinely at the airport.
Because of prevailing winds, landings
‘usually are from west to east and take-
offs are from south to north.

Air traffic is heavy in the Anchorage
area. Not only do the northerly take-
offs encroach on military plane ap-
proaches at EImendorf Air Force Base,
but Anchorage International itself has a
large general aviation facility for both
wheeled and float planes.

The FAA-operated tower at the air-
port coordinates commercial and gen-
eral aviation traffic, each of which has
separate traffic patterns.

One of the more interesting aspects of
the Anchorage International operation
is its base for float planes. Two natural
lakes—connected through dredging—
are located adjacent to the airport and
arc ideal for float plane operations. In
addition, next to one of the lakes is a
general aviation din strip.

”\Ve have at least a thousand, maybe
1200, general aviation airplanes around
the airport here,” Russo related. “ Peo-
ple jump into their airplanes here on
weekends like people in the Lower 48
jump into (heir cars.”

As far as airliner operations are con-
cerned, the only congestion occurs
when, as the airport director puts it, the
planes arc scheduled to "fly out of here
in formation.”

Anchorage International has the
usual morning (7:30 to 9) and late
afternoon (4 to 6:30) peaks in traffic.
But in a departure from the norm, the
airport also has a peak period between
midnight and 2 a.m. This is due to the
desire of many passengers wanting red
eye flights to Seattle lor catching early
morning Lower 48 (lights there.

Because the airport is getting close to

"We're now In a unique
. position, | guess,
similar to what Gander
was during the prop
aircraft days, but |
suppose wefe going to
be faced with"some
loss of business when
the Boeing 747-400
comes on line.”

gate capacity during those three pe-
riods, continued : .development and ex-
pansion of tern.mal facilities is being
planned.

Extensive changes coming

The airport, which went on line in
1953 in part to accommodate interna-
tional refueling stopovers between Eu-
rope and Asia, has been undergoing ex-
tensive facility changes in recent years.

Last September, a commuter carrier
wing was added at Concourse C, and
domestic carrier gates were added and
renovations were accomplished at Con-
course B—at a total cost of about S25
million. Anchorage International now
has eight widebody gates at the interna-
tional terminal and 20 domestic and five
commuter gates at the main terminal.
Concourse A has eight gates, but only
three are equipped with jetways because
of extensive use of combi planes (with
freight forward) into Anchorage. Newly
renovated Concourse B has 12 gates, all
with jetways. Seven of the airport’s do-
mestic gates handle widebody aircraft.

In order to keep up with market de-
mand, construction is underway on a
S25 million, 1200-vehicle parking ga-
rage with an underground connection to
the terminal building lobby. In addi-
tion, plans are being made for demo-
lishing the original, 1953-vintage sec-
tion of the terminal and building an-
other concourse (hat will be designed
for eventual development of a wing
stretching between the domestic and in-
ternational terminals.

When this new building—Concourse

'We have at |east a
thousand, maybe 1200,
. general aviation
airplanes around the

. airport, P_eoPIejump
into their airplanes here
on weekends like
people in the Lower 48
jump into their cars."

C—comes on stream several years from
now, there will be a major reassignment
of gates at the airport. Said Russo,
"Operating efficiency will be enhanced
significantly. All commuter flights will
be consolidated in one area, narrow-
body planes arc moved into their own
area, and widebody domestic flights will
be accommodated out of the new and
enlarged Concourse C.”

Although state owned and operated.
Anchorage International has not shared
in the spending spree for capital im-
provements and other projects under-
taken by the state government, whose
coffers became swelled with oil reve-
nues. All of Anchorage International’s
expenditures have been supported by
operational revenues, Russo reported.

“We didn’t benefit from the (state
government financial) upturn, and
we’re not getting hurt by the down-
turn," he observed.

Freight—the airport's ace

Besides being an important hub for
passengers. Anchorage International is
a major factor in the movement of air
freight.

In fact, the facility ranks first (among
the nation’s 36 medium-sized air traffic
hubs) in the amount of revenue freight
handled. Last year alone the airport
logged nearly .16.8 million pounds of
freight. In 1983, the AEA economic im-
pact study noted. Anchorage Interna-
tional handled a half of total tonnage
flowing through all of the nation’s me-
dium-sized airports and that the air
freight volume at Anchorage was only
slightly less than that passing through
LAX or JFK that year.

Lots of time-sensitive general freight
flows into or through Anchorage air-
port as belly and freighter traffic from
the Lower 48. Most of the freight How
is one way, although fresh fish is a
strong backhaul during summers.

Interestingly, the Anchorage airport
traditionally has more departing air
freight than arriving air freight. This is
mainly due to certain freight arriving on.
express steamship services operating be-
tween Washington state and the Port of
Anchorage, from where the freight is
trucked to the airport for fast distribu-
tion by air to in-state desrinations.

Milder than Minneapolis

To someone on the “outside” —a
term commonly used is Alaska to de-
note the Lower 48—Alaska is seen as a
state plagued with heavy snow- and in-
tense cold. But Anchorage, adjacent to
saltwater at the head of Cook Inlet,
usually has milder winter weather than
is often experienced by cities in the
northern tier of the Midwest and (he
Northeast, Russo observed.

Two loot of snowfall is about average
during the winter at Anchorage. Usu-
ally, the snow comes only a few incnes
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at a time, although snowstorms—in-
cluding an 18-inch snowfall last
March—are not uncommon. Twenty
degrees below zero is about the coldest
the temperature gets at Anchorage, with
zero being the usual low temperature
during the winter, according to Russo.
Average low temperatures in the winter,
are 15to 20 degrees.

With winter weather usually being
milder than at Minneapolis, for exam-
ple, Anchorage International does not
experience abnormal snow removal
problems. The airport authority has
about 100 pieces of equipment that can
be used for snow removal, including
graders,'-grader-towed sweepers, blow-
ers and trucks, plus front-end loaders
for hauling snow to remote areas of the
airport.

Even during heavy snowfalls, “we’re
able to keep at least one runway open at
all times,” Russo said. “ It takes us 45
minutes to an hour to get a runway to-
tally clean and back in operation.”

Visitors: VIPs and moose

Actually, moose—not snowfalls—
create the biggest runway operation
.problem at Anchorage International.

“ A big concern is keeping moose off
the runways in the fall and spring,”

“A big concem is "
keeping'moose off the
runways in the fail and
spnng;they're capable

of going through, the
fence or he¥ canjump
over the Tence."

Russo said. "They’re capable of going
through the fence or they can jump over
the fence.”

The airport perimeter has an eight-
foot-high chain link fence topped with
barbed wire, but Cu«.n year eight to 10
moose—which Russo terms "very stub-
born animals” —either are detected near
the fence or have broken through or
jumped over the fence.

“I1f we can’t herd them out, we have
permission from (state) Fish and Game
to destroy the moose,” Russo said.
"We give the meat to a charitable or-
ganization."

Besides patroling for moose, airport
security personnel occasionally have ex-
tra work to do because of stopovers by
international dignitaries, whose planes
are being refueled. Japan's Prime Min-
ister Nakasone is a frequent visitor.

Also a familiar personality is Great
Britain’s Margaret Thatcher.

The intcrnatic-.ial terminal has a VIP
lounge to accommodate those and cer-
tain other international visitors, but
frequently international dignitaries de-
sire a trip to and from downtown An-
chorage—Ilittle more than four miles
from ihc airport.

Russo noted that the U.S. Secret Ser-
vice has personnel based at Anchorage
and that Secret Service people from
West Coast states are flown north when
necessary to augment the Alaska con-
tingent.

The eruption last Easter weekend of
Mt. St. Augustine, a volcano about 150
miles from Anchorage, also has made
life interesting lately for Russo.

"We never closed the airport, but
some of the carriers chose not to come
in," he said. “They were concerned
about volcanic ash in the air and the ef-
fect it would have on jet engines."

So, for several days while the wind
blew some ash into Anchorage, flight
schedules were seriously disrupted. -
During that time, the airport lost about’
75 percent of its overall traffic lead.
Ironically, that disruption was far e
greater than the airport has ever experi-
enced from winter weather. ]
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For several years informed sources have been sending warnings
with respect to the future health and economic vitality of
Anchorage International Airport (AlA). Specifically, these
warnings have set out a scenario of drastically reduced air
traffic through AIA as a result of the major airlines adopting
direct flights in the Suorpe/Asia sections of their world
flight routes. Advancements in long range aircraft and the
obvious economic advantages to traveling direct between, say,
Tokyo and New York, or Tokyo and Paris, have brought us to the
brink of the above referenced scenario.

Dramatic losses in AIA traffic will have an immediate
multi-million dollar impact on the State®s economy in lost
revenues. However, the more devastating impact will be on our
efforts to sustain and ultimately secure growth for our tourist
industry, and our efforts- to provide a foundation for expansion
of international trade. Our goal in the tourist industry has
been to expand business by promoting Alaska as a destination
stop for potential visitors, rather than merely a stopover
location. To accomplish this goal we will need to anchor
various countries in the state via hotels, tour companies and
equity participation in the economic development of the
statewide community. In the area of general international
trade development, if we were to lose our close connection as a
bridge between Euorpe, the U.S. and the Pacific Rim, we lose
much of our strategic advantage in future development efforts.

While many informed individuals have periodically sounded
alarms, these have for the most part faded plaintively into the
mist of other more "immediate"™ issues. What we have lacked to
date is an organized, well thought out action campaign which
addresses both the problem and various solutions. I am
proposing the immediate formation and institution of such a
campaign. This campaign should include representatives of
appropriate state and municipal agencies, private sector
business and community leaders and the media. The effort
envisions an active, highly visible campaign, requiring a
public/private partnership at all levels. Our goals include
promoting AIA to our present and potential international
economic partners, attracting investment, and encouraging new
industries in the state.



| believe that the Governor should make this a visible priority
by appointing representatives to perform the action campaign.
Preferably the Governor would use the campaign in speeches as a
method to bring the 1issue out 1in the public forum.

The Governor®s action hers and the formation of a centralized
campaign 1is especially important in linht of the fact that there
are numerous groups and individuals working independently on this
issue. The Anchorage Convention and Visitors Bureau, Department
of Transportation, Department of Commerce, the Governor®s
"Washington D.C. Office and the Anchorage Chamber of Commerce have
all done studies. Moreover, presently there are at least two
studies being conducted simultaneously by two different groups on
the issue. An organized effort would fdcus our energies and
increase the likelihood of a successful campaign.

POTENTIAL PARTNERS IN THE GATEWAY TO THE PACIFIC CENTURY CAMPAIGN

Department of Commerce and Economic Development

Department of Transportation (including appropriate
representatives of the international airport section)

Municipality of Anchorage (particularly the _.Mayor and planning
department)

Anchorage Chamber of Commerce

District Export Council

Resource Development Council

Anchorage Assembly

Alaska State Legislators

Congressional Delegation

Anchorage Convention and Visitors 3ureau

Major Airline representatives (both domestic and foreign)

Tour group representatives (particularly hotel 1interests both
Alaska and foreign)

Foreign Consulate Offices

Like all campaigns it is advantageous to have a good "hook* or
catch phrase that the general public and media can make their
own. The concept we propose here 1is to be known as "Anchorage
International Airport: Gateway to the Pacific Century". The
exposure and excitement within the community generated -by this
type of campaign may very well create a momentum and an
atmosphere conducive to resolving this important issue. An
excellent example of this approach 1is the action recently
undertaken by the Anchorage Organizing Committee for the 1992
"Winter Olympics. A carefully orchestrated marketing campaign, a
community-wide education program and a partnership between the
private and government sectors has generated an international



interest in Anchorage which will ultimately bring the Winter
Olympics to Anchorage. Public recognition of the possibility of
successfully obtaining the Winter Olympics was not very high just
two short years ago.

I believe that there are three (3) central components to this
campaign: EDUCATIONAL, POLITICAL, AND DEVELOPMENTAL.

EDUCATIONAL

This component should be the first priority of our efforts. It
involves a careful presentation of the issues to the general
public in a manner “which first informs and then builds activities
and target plans into an overall marketing strategy. This
component will include appropriate speeches by government and
private sector representatives on this issue; press releases and
interviews; a careful publishing of applicable reports; and the
developraent of a thorough working relationship based upon this
education process with State and Municipal agencies and

legislative bodies.

As part of this component an international marketing campaign
should be instituted. The goals of the campaign will include
promoting Anchorage and Alaska 1in the international arena as a
good location to develop business and as an excellent place to

invest for long-term positive returns. The effort should include
film, brochures, target meetings/presentations, and other
appropriate means of communication. I would recommend that this

particular campaign would be an ideal project for the Honorary
Trade Representative Program which has b.en sent to the Governor
by our Department.

This marketing effort is critical 1in order to anchor new
industries and services in the Anchorage area, all requiring the
maintenance of Anchorage as a gateway to the Pacific Him region.
This 1is particularly imperative in the tourist industry which
will require new hotels and other associated industries to anchor
international flights at AlA.

The Department of Commerce, Department of Transportation, or some
other entity may provide oversight for the marketing campaign,
but a private firm with extensive experience should be charged
with the execution of a marketing strategy and implementation.
With the use of a professional marketing firm, an image plan
consisting of the facts pertaining to the advantages of AIlA
should be organized.

A representative or organization should be charged with
developing a reaction plan in conjunction with the marketing
campaign to provide diligent and meaningful response to all



inquiries generated by the campaign. It is also imperative that
in formulating both the marketing and reaction plans, emphasis
should be directed toward identification of those industries and
airlines, and cirrns, which would have the most interest in AIlA,

POLITICAL

This component requires us to take this 1issue to the legislative
level 1in order to obtain sufficient interest to secure funding,

if necessary, and pertinent laws assisting the campaign, such as
business incentives. This will 1involve work at both the State
and Municipal level. Naturally, the same educational format for
the general public could be used with the legislative bodies.
However, the format will ultimately need to be put into a
lobbying effort to succeed with the agenda. It will be helpful
to our efforts if certain key legislators are brought in early to
assist in our efforts and perhaps oe made part of our campaign.

I believe it is critical that this organization be nonpartisan in
addition to crossing state and municipal boundaries of

authority.

A Final element of the political component involves our
congressional delegation and the Federal Government. Our
representatives should be involved in the early stages of our
efforts since they can assist us in such difficult issues as
stopover rights, short-term visas and the like. Moreover, each
Senator and our Representative will have contacts throughout the
woriu that we should take advantage of in our efforts. The
Federal Government, of course, controls the above-referenced

stopover and visa issues.

DEVELOPMENTAL

Due to the nature of this 1issue and our need to anchor AIA in the
community, the objectives of our campaign should include
attracting investment, new industries, stimulating an
entrepreneurial climate, and improving access to international
markets. The strategy of the campaign should focus on the
quality of life of Anchorage, the vast potential of our“resources
and service industries and our proximity to the Pacific Rim
nations and Europe. An integral part of the campaign should be a
vigorous promotion of reverse investment in Alaska®"s (and
Anchorage®s) bright economic future.

Those projects of immediate concern to us include; the
development of hotel projects and the various tour activities
which spring from that hub, additional stopover by foreign
carriers based upon Alaska as a tourist paradise, the institution
of foreign trade zones 1in Anchorage with AlA serving as part of
that zone, short term visas, and the general advocacy of our
economic potential.



I would be hippy to coordinate these efforts with you or do
anything else necessary to make this campaign a success. Perhaps
our first effort should be to let the referenced potential
partners comment on our suggested approach so that »>'0 can launch
a thorough and unified campaign.

cc: Mayor Knowles
Greg 3aker
Don Dickey
Paul Fletcher
Commissioner Knapp
Gina Lindsey
Larry Michou
Ton Miadendorf
John Pearson
Pete Spivey
Bob Coe
Rolf King
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Alaska’s Economic High Flyer

R ussia never would have sold
Alaska to the United States had
air transportation been a fact of

life in 1867. A vast stretch of wilder-

ness, Alaska has evolved into one ofthe
world’s key points in terms ofcommerce
and military defense by air.

Alaska has the distinction of being
the most important link in the Orient-
North America-Europe air transport
chain. It is the vital front line in the
United States' northern hemisphere air
defense system. Alaska also is the state
most dependent on air service for sup-
plying and distributing goods and mov-
ingpeople.

Alaska could not sustain a state capi-
tal in Juneau or oil industry operations
on the North Slope without aviation
services. Small rural communities
could not prosper and grow withoutreg-
ular air cargo and passenger service.
Mineral and forest development,
tourism and even the state’s vital fish-
ing industry would be retarded without
today’sairservices network.

Simply put, Alaska would be just
another economic backwater — instead
of an increasingly important player in
national and world trade — without a

well-developed domestic and interna-
tional air-serv’.e system.
State an 1 federal governments

realize all tl is, as evidenced by the im-
portance placed on airport construction,
upgrades aid maintenance funding in
Alaska. The DepartmentofTransporta-
tion and Public Facilities spent S39 mil-
lion on airport construction and im-
provements in fiscal 19S6, Since the
funding was mainly federal, fiscal 1986
here refers to the October-to-October
federal fiscal year. The state spent
another S13.7 million on airport opera-
tions and maintenance in fiscal 1986 —
the state’s July-to-July fiscal year, that
is.

The above figures pertain to rural
airfields only. The state's two interna-
tional airports, Anchorage and Fair-
banks. are administered under a sepa-
rate arrangement with improvements
funded partially through revenues gen-
erated by airport operations.

AC&O estimates DOT/PF will spend
830 million to S35 million on airport-re-
lated construction and improvements
in FY 1987,

The DOT/PF's ongoing six-year capi-
tal improvement program forairports is
updated annually. Table 1shows exam-
ples ofairport construction projects cur-
rently planned through the third quar-
ter of 1987. It should be noted that fund-
ing levels, priorities and project comple-
tion dates are in constant flux. For this
reason, it is impossible to provide a full
and accurate listing of upcoming proj-
ects.

A single airport construction or ex-
pansion project in rural Alaska can run
between S2 million and S7 million, ac-
cording to a 19S4 DOT/PF study. (See
Table 2, p. 11.) This assumes a gravel
surface, 5,000-sq.-yd. apron and a 100-
ft. by 50-ft. taxiway.

A lighting system could add another
S40 to S50 per lin. ft. ofrunway, depend-
ingon lighting requirements and power
source, according to the report.

A federal-state appropriation ratio of
96 percent to 4 percent makes the costly
Bush airport construction program pos-
sible. However, this funding level is far
from secure. Like federal highway
funding, aviation fund money is appor-
tioned to states on a formula constantly
subjected to political attack by heavily
populated states,

By MARK HARRIS

There are some 1,000 recognized air-
ports and airstrips in Alaska, of which
162 are in the Cook Inlet basin popula-
tion center. Most are little more than
private gravel strips.

The Department of Transportation
and Public Facilities controls and main-
tains 270 airports statewide and 23 in
the busy Cook Inlet region. The state's
airportair service classi fication system
places airports in nine categories with
four main classifications:

e International airports — These
are major international and interstate
access points to Alaska. Anchorage In-
ternational and Fairbanks Interna-
tional are the state's only international
airports.

« Regional centers — These are
primary intrastate access points to re-
gional centers with populations above
1,000. The Juneau and Ketchikan air-
ports would be examples.

« Regional — These are secondary
intrastate access points within a region.
Homer and Kenai have such airports.

e Transport — These are primary
access points to medium-sized com-
munities and. like the first three, are
bases for private aviation served by
scheduled carriers, air taxi, mail and

TABLE 1
DOT/PF Preliminary Schedulefor
1987 Airport Construction-improvement

Project Description

Petersburg Airport Runway & Apron Repair
Angoon Seaplane Basin

Haines Airport Improvement
Ketchikan Seaplane Basin
Mountain Village Airport Relocation
Grayling Airport Improvements
Kodiak Airport Lighting

Anchorage International Airport Ramp
Bethel Airport South Apron Paving
Birchwooo Airport Improvements
Cold Bay Airport Resurfacing
Goose Bay Airport Lighting
Unalaska Runway Extension
Kotzebue Airport Improvements
Allakaket Airport Lighting

Golovin Airport Relocation

Tok Airport Improvements

Council Airport Improvements
Nome Airport N/S Runway Repair
Chalkyitsik Airport Improvements

Source: Alaska Department of Transportation and Public Facilities
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Estimated Value

S 250,000 t0500.000
1,000,000 to 1,500,000
250.000t0500,000
250,000 to 500,000
2,000,000 to 3.000,000
1,000,000 to 1,500,000
500,000 to 750,000
500,000 to 750,000
750,000 to 1,000,000
750,000 to 1,000.000
2,000,000 to 3,000.000
500,000 to 750,000
1,000,000 to 1,500,000
2,000,000 to 3,000,000
250,000 t0 500,000
2,000,000 to 3,000,000
750.000 to 1,000,000
1,500,000 to 2,000,000
3,000,000 to 4,000,000
500,000 to 750,000



air cargo services. The Bethel airport is
an example.

The vast majority ofairports fall into
the community and local categories,
These are access points to small rural
communities served bynon-scheduled
service and recreational or emergency
airstrips, often privately owned.

Ironically, Merrill Field in Anchor-
age is classed as a community airport,
The municipal airport has about
300,000 operations (take-offs and land-
ings) a year, more than Anchorage In-
ternational Airport.

A multi-year improvement program
will wrap up at Merrill Field this sum-
mer. Wilder Construction Co. has
nearly completed a 34-million contract
for work on aprons, perimeter roads,
tiedowns, lighting, storm drains and
landscaping. Rogers and Babler, an An-
chorage company, will finish this sum-
mer a S3.2-million project involving
more apron work, tiedowns and storm
drains. Both are Anchorage-based con-
struction companies.

The Anchorage and Fairbanks air-
port? are the key hubs forinternational,
interstate and intrastate air travel and
commerce. Together they open Alaska
to the world and comprise the Alaska
Airport System, a fiscal entity all its
own.

Anchorage International
Anchorage International Airport is
the heart of the state's air circulatory
system. It also is of great economic im-
portance tothe Anchorage economy.

A 1984 Department of Transporta-
tion and Public Facilities study showed
that AIA had a direct and
nomic impact of SI.151 billion on the
municipality in 1983. (See Table 3. p.
12.)

The study showed that transporta-
tion, visitor-related activities, freight
forwarding and travel arrangements
were of key importance to the growth of
Anchorage. Within these four
categories, 13,472 people were employ-
ed. Those people, about 12.8 percent of
the total Anchorage area workforce,
earned S375 million in a year. That
comes to more than SI million per day
in payroll and S4.1 million per day in
economic benefit to the Anchorage bowl
area.

While more current figures are not
available, a look at fiscal 1986 airport
operations statistics leads us to believe
the overall economic impact of AIA has
continued to grow.

In fiscal 1986 (ended June 30. 1986)
AIA had 4,533.845 passenger board-
ings. deboardings and transfers. That's
equivalent to moving the entire popula-
tion of Washington state through the
airport.

About 150.174 tons of freight entered
or left the airport, and 72.034 landings
also generated revenue. More
37,500 commercial jet aircraft made use
ofthe facility.

The airport also supports an Air Na-
tional Guard base from which C-130
aircraft make about 2.600 takeoffs and
landings a year.

TABLE2
Airport Construction Costs
by Runway Dimensions

Runway Length X Width
2,100-2,500x50-60 ft.

2,600-3,400x75 ft.

3,500-4,600x100 ft.

4,700-7,500x100 ft.

Aircraft Capacity

Cost Estimate

Single & light twin-engine. 51,900,000
some STOL turbo-prop (twin to
Otter, Skyvan), VFR operations. 2,850.000
Single and multi-engine, some S2.750.000
larger STOL (DASH-7), VFR or to
non-precision IFR operations. 3,540,000
Small and medium turoo-prop, 53,353,000
VFR or non-precision IFR to
operations. 4,400,000
Medium, large turbo-prop 54,000,000
(C-130 Hercules, L188 Electra): to
precision or non-precision IFR 6,830,000

and VFR operations.

IFR = Inslrument Flight Rules
VFR = Visual Flight Hules
STOL = Short Takeoff and Landing Aircraft

Note: Construction costs include 10-percentdesign engineering and 15-percent

administration and inspection costs.

Source: Cook Inlet Transportation and Resource Development Plan, 1904
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Internauonal travel is a mainstay of
both the Anchorage and Fairbanks air-
P°rts-even though Fairbanks serves no
international flights. Revenue for both
airports ischanneled through the Inter-
national Airports Revenue Fund,
created by the Alaska Legislature in
1961. Ofthe fund's S47.9 million in rev-
enues during fiscal 1986, all but S3.5
million was generated by Anchorage
International Airport. About 57 per-
cent of the revenue for both airports is
generated by international traffic at
AlA. Another 38 percent comes from
domestic (interstate and intrastate’
traffic at both airports, with the re-
mainder generated by general aviation
and other activities,

AlA isserved by 36 airlines: 19 inter-
national carriers (cargo and passenger),
nine interstate and eight intrastate air-
lines. It is strategically located to serve
as a refueling .:top for nine interna-
tional cargo and passenger airlines and
fer 19 airlines that take on (enplane)
and let off (deplane) passengers and
freight. All these flights use the polar
route between the Far East and Europe

or routes linking the Lower 48 states
with the Orient.

A flight from Paris to Tokyo, for ex-
arople. must avoid Soviet airspace. So a
dogleg route is used over Greenland to
Anchorage then over the Pacific to
Japan. Also, Anchorage is in a direct
flight pattern for a flight trom Tokyo to
Chicago.

More than 1.5 million international
passengers used AIA in fiscal 1986. and
they spent more than S15 million in the
duty-free shops and other concessions.
Another 27,700 people began their in-
ternational trips from Anchorage,
while 1.5 million more boarded domes-
ticand instate flights.

By June 30 ofthisyear. AIA will have
served another 3.2 million domestic and
international passengers. That number
will grow by some 350,000 by the end of
fiscal 1990, according to one consul-
tant’s estimate. The same forecast calls
for 74,866 domestic, international and
all-cargo aircraft departures from the
airport by mid 1987 and 82,270 such de-
partures in FY 1990. These figures may
be optimistic and certainly don't reflect
growth in every sector through the end
ofthe century.

There is increasing concern that new
aircraft now being ordered by interna-
tional carriers will fly over Anchorage.
The Boeing 747-400, for example, can
carry up to 600 passengers and fly some
8,000 mi. non-stop. This will allow the
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aircraft to operate between Tokyo and
Frankfurt, Singapore and Paris, or
Hong Kong and London svithout the
currently required refueling stop in An-
chorage.

The city could lose more than 500,000
stopover passengers by 1990 plus the
revenue gain from landing fees and re-
fueling, according to a consultant's esti-
mate. That is cause for alarm consider-
ing the millions of dollars in Airport
System funding generated by interna-
tional landing fees, fuel flowage fees
and patronage of duty-free concessions
by in-transit and Alaska destination
passengers.

Concern about the potential loss of
visitor revenue has led the Anchorage
business community to call for greater
airport marketing efforts by the state.
The Legislature is under pressure to
place 33 million to S5 million in the air-
port’s FY 88 budget just for marketing
promotion.

The idea of the Municipality of An-
chorage or an independent authority
taking over the airport also has gained
new interest. Many feel the city could
better administer and promote AIA to
potential aircarriercustomers.

Buildingto Keep Up

The domestic and regional passenger
sector is projected to grow as are the
general aviation and air cargo sectors.
(See Table 4.) This growth in activity
calls for a corresponding growth in
facilities. In 1986, AIA spent S37.6 mil-
lion on capital projects and will have
spent another 316.4 million by the end
ofFY 87.

Projects completed or in progress to
date include construction and i ->rdel-
ing of a domestic terminal concourse, a
1,200-space parking garage, westapron
reconstruction, remote refueling apron
construction, installation of concrete
hardstands ipadsi for remote parking
positions, installation ofa ground radar
system and demolition ofthe old airport
postofficebuilding.

Anchorage airport officials have a
S28-million wish list for work to be done
in FY 1988 en route to the Alaska Leg-
islature. The full capital improvement
spending plan for FY 88 through FY 93
calls for 3211.8 million in project,
maintenance and equipment funding.

Key projects for 1988 include ov lay
and grove runway 6R24L, $2 million;
structure for consolidating crash/fire/
rescue operations, 34 million; Phase 111
domestic terminal expansion, 311 mil-
lion; domestic and international termi-
nal repair and rehabilitation, 35 mil-
lion; reconstruction of five taxiways,

$1.4 million; concrete ramp surfacing,
31 million; and general aviation pav-
ing, $1 million.

Another $11.6 million would be
needed to move private aviation park-
ing away from the congested interna-
tional terminal area, relocate the
gravel airstrip and enlarge Lake Hood
to provide more floatplane slips. About
1,200 private aircraft operate out of
AlA and LakeSpenard-Lake Hood.

Already under way is a 313.2-million
noise monitoring and abatement pro-
gram. Coffman Associates Inc., an air-
port consulting firm with offices in An-
chorage, is conducting the Airport
Noise Compatibility Study in conjunc-
tion with an International Airport Mas-
ter Plan update.

The master plan recommends build-
ing consolidated freight handling
facilities on vacant land along the
north-south runway. Air freight ser-
vices and cargo handlers would lease
airport-owned warehouse, office and
apron space.

One 25.000-sq.-ft. apron, capable of
accommodating a B-747 aircraft, has
been constructed. An estimated 1.7 mil-
lion sq. ft. of apron area will be needed
during the next 20 years, according to
Coffman.

A DOT/PF report states, "In 1983,
224,000 tons of enplaned revenue
freight passed through the airport, ac-

cording to FAA statistics. That was
fully one-halfofthe totul tonnage ofall
the 36 medium-size hub airports in the
United States combined, and only
slightly less than the tonnage passing
through the Los Angeles International
and Kennedy International airports.
By comparison, 72,200 tons of freight
were enplaned at the Seattle-Tacoma
International Airportthatvear."”

The master plan further recommends
moving the current airport mainte-
nance storage area from behind the
main post office to an area south of Run-
way 6R and westofSouth Air Park.

A new fuel tank farm also is
suggested, possibly at the corner of
West Northern Lights Boulevard and
Post Mark Drive or on the west side of
the airport. A Coffman report states,
"Ultimately, the fuel system could be
connected to the Nikiski Pipeline,
thereby eliminating use of the Alaska
Railroad for fuel transport from the
Port of Anchorage to the airport.”
About 1.2 million gal. of fuel is pumped
on an average day at AlA.

Fairbanks International
Airport

The Fairbanks facility was desig-
nated an international airport in 1948.
It has sinced played a key role in In-
terior growth and North Slope oil field
development.

TABLES3
Economic Impact of
Anchorage International Airport

Direct

Impact Measure Impact

Indirect & Induced
Impact

Total
Impact

Output (S) 5697,600,000 S453.500.000 S1.151,100,000
Earnings (S) 5223,000.000 5151,600,000 S 374,600.000
Employees 8,086 5,386 13,472
TABLE4
AIA Operations Forecast

Activity 1985 1990 . 1995 2005
Annual Operations:

Domestic and Regional 92,802 101,200 131,800 165,200

International 26,030 26,000 27,400 33,900

General Aviation 200,340 231,520 267,330 308,570

Military 2,289 3,000 3,000 3,000
Total Operations 321,461 361,720 429,530 510,670
Annual Passengers:

Enplaned 1,391,470 1.775,400 2,189,200 « 2,632,700

Transit N 1,573,905 1,240,000 1,000,000 1,000,000
Air Cargo*: - '

Outbound ' " ' 189 ".241  -ei;;' 28i

Inbound -Y'.- 139 ee ee165 V' ',-194 A '-7j:253
Total Air Cargo 328
Based Aircraft: " 1,167

‘Inmillionsotlb. s

Source: Colfman Associates for DOT/PF, January 1986
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Classified as asmall hub airport, FIA
serves as a weather diversion airport
for polar route traffic. It can accommo-
date 747-type aircraft, refuel them with
30,000 gal. and getthem back in the air
in less than an hour.

FIA handled about 600,000 passen-
gers in fiscal 1985. About 260,500 of
them boarded commercial flights at the
airport. This was down from the peak of
301,288 in 1983. The number of people
boarding flights in Fairbanks increased
by about 10 percent a year between
1980 and 1983, but passenger traffic
has been declining since.

About 25,000 tons of freight, ofwhich
19.400 tons was enplaned freight,
moved through the airport last year.
This compares to 50,580 tons of en-
planed freight in fiscal 1980.

With 80,000 takeoffs and landings
annually, FIA is the second busiest
domestic flight destination in Alaska,
according to airport director Doyle C.
Ruff. In 1986. there were 14,600 cargo
and passenger airline revenue land-
ings. This indicates the vast majority of
flight operations are related to private
aviation.

FIA operations are largely funded
through the International Airports
Revenue Fund. After deducting operat-
ing expenses, AIA showed S19.8 million
in operations income while FIA had a
S6.6-million loss. Consequently, An-
chorage's larger traffic base was able to
subsidize the smaller Fairbanks opera-
tion and show an IARF balance 0fS13.2
million.

Capital projectsat FIA, as at AIA, are
funded largely through federal appro-
priations. In fiscal 1986, FIA had S9.4
million in capital projects, S5.1 million
funded with federal dollars. About S4.3
million in work is programmed for FY
S7. Another 85.1 million of work is on
the drawing boards for FY 88.

Construction work over recent years
has added a hydrant fuel system capa-
ble ofhandling aircraftserving interna-
tional as well as domestic routes. Also,
a terminal expansion and renovation
project doubled the building's capacity
toserve the traveling public.

Other work has included a 13-percent
increase in apron area, a 41-percent in-
crease in lane miles of road and a 35-
percent increase in auto parking
spaces. A 1984-85 project upgraded gen-
eral aviation parking, aprons, runways
and taxiways and added new taxiway
and aircraft parking facilities.

A float plane pond was expanded to
6,300 ft. and the number of tiedown
berths was doubled to 184.

In 1986, the airport’s 10,300-ft. nain
runway was reconditioned and grooved,
a parallel taxiway resurfaced anc the
runway lighting system upgraded.

Fairbanks International is in the en-
viable position of not needing major
capital project financing as it enters a
new five-year planning period. How-
ever, an airportisnever"finished.”

New projects on the books include an
extension of the main aircraft parking
apron, perimeter vehicle road construc-
tion and crash/fire/rescue building up-
grades.

As noted, DOT/PF operates the two

The task

Deliver crews and supplies in offshore drilling

platforms

T he CHALLENGE

*Prc.'de 24-hour on-tall availa&ility lor delivery of
supplies and crew changes

mHandle medical emergencies

Thesolution

Alaska Helicopters eiperienced pilots and the Sell
Jet Hanger, fast, versatile, Medevac equipped, room
for up to sin with enclosed cargo space.

international airports separately from
the network of smaller airfields and
landing strips around the state. Yet all
the state’s air travel and commerce
facilities are interdependent.

Alaska is the fiyingest state in the
union and the one most dependent on
air service fordaily living and economic
growth. Continued long-term planning
and timely facility repairs and up-
grades, coupled with a sustained capital
projects program, translate into a
healthy air transport industry — some-
thing Alaska will need long after all the
oil isgone. O

HELICOPTERS,INC.

' * o
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-
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Anchorage as inaraetaaal finence canter Byettocome

Let's be down to earth
about Pacific rim exports.
Can we export more commod-
ities — timber, coal, oil and
fish -+ to the Far East? You
bet. if the price is right.

But Anchorage as a center
for international financr’ I'm
willing to be convinced, but |
suspect this is an idea whose
time has yet to come.

Politically, the Pacific Rim
is back in vogue. In Juneau,

both the House and Senate
have new special committees
on international trade, and
Gov. Steve Cowper devoted a
substantial part of his State
of the State address to the
subject.

No harm in brainstorming
ideas to help Alaska's bat-
tered economy. But in the
search for new ideas, let's not
overlook some old ones that
might be good.

Some specifics: Far East
timber markets are looking
better than they have in
years, but most of these bene-
fits will go to our competitors
in the Pacific Northwest, Can-
ada, the Soviet Union and
Southeast Asia. A forest prod-
ucts loan program, which
could help small .Alaska tim-
ber operators modemnize and
compete, has been kicked
artfund the legislature for

years, with no success. Can
we re-examine this?

Just as important: Can we
resolve tough land-use and
environmental conflicts that
prevent putting together large
blocks of timber, which are
necessary' to get Southcentral
and Interior Alaska timber
into export markets?

Another example: South-
east Alaska's two pulp mills
are seeing better markets af-

ter years of losses. But good
times may be short-lived.
There is tough competition
from newer plants selling in
the Pacific that don't have the
high costs and tough environ-
mental problems our Alaska
plants face.

Alaska Pulp Co. in Sitka
has developed an innovation
in water treatment technolo-

SiePageE-2, BRADMER

tim bradnsr

BRADNER COLUMNS Anchorage as an internationaffinance center may be a ways off *

Continued trom Page E-|

gy that could lower its costs.
The Federal Environmental
Protection Agency is interest-
ed. But Alaska Pulp needs
help. Is there a role here for
the Alaska Industrial Devel-
opment Authority?

In coal, we have an inse-
cure toehold in Pacific mar-
kets, and that is thanks to

international politics, not eco-
nomics. But we can better our
long-range competitive posi-
tion:

Usibelli Coal Co. is investi-
gating a promising new coal-
drying technology that could
remove moisture and sharply
upgrade the quality of Alaska
sub-bituminous coal. With
about 25 percent moisture in
our coal, essentially every
fourth cargo we ship now is
water. If that were reduced,
rnd the heal value of the coal

-

increased an estimated one-
third, our ability to compete
economically with Canadian,
Australian 3nd South African
coal would be enhanced great-
ly-

yCan we help Usibelli or
other coal producers introduc-
ing this new technology? Al-
most every other coal-produc-
ing state helps its coal
industry with research and
development. Why not Alas-
ka?

Another possibility: Coal-
fired power plants are a good
bet to meet incremental pow-
er demand in the Railbelt,
even with the Bradley Lake
hydro projei t. If one or mo'j
of these plants were built, .he
mine supplying the coal
would have enough base de-
mand to produce coal for ex-
port at very competitive mar-
ginal unit costs,

Coal producers

say they

won't need a subsidy with
any of these plants, but here
is another example where
state encouragement, by in-
cluding coal in our long-range
energy’ planning, would great-
ly enhance Alaska's coal ex-
port capabilities.

Here’s something that mer-
its more attention: Interna-
tional air cargo is big busi-
ness for Anchorage
International Airport; about
60 percent of international
flights are cargo and the vol-
ume is expected to double in
the next 20 years, as U.S.-Pa-
cific trade grows.

What many don't realize is
that the new generation of
long-range jumbo jets isn't
the threat to Anchorage's role
in air cargo that it is to the
passenger jets. That's because
of air cargo's economics: It's
more profitable to carry more
payload and less fuel, and

stop here to refuel, than it
would be to sacrifice payload
for a non-stop tranc-Pacific or
polar flight.

A major state-sponsored
study is underway to assess
Pacific air cargo trends and
ways Alaska can take advan-
tage of them. Can we be a
Pacific cargo "hub," where
freight from the Far East is
shifted’to planes headed for
different regions of the Unit-
ed States or Europe?

Or, can we break into the
huge Japanese market for
fresh fish, shipped by air?
Norway ships fresh salmon to
Japan right over Alaska.
Fresh fish from the U.S. East
Coast flies to Japan? Why not
from Alaska?

These aren’t new ldeas.
Flying Tigers and Northwest
Airlines do a limited amount
of cargo-switching here now;
Japan Air Lines and MarkAir

Inc. are now exporting fresh
seafood.

I'm all for looking at new
ideas in international trade.
A lot of good can come from
it. But the danger we face is
that if our approach is too
scattered, we risk diverting
scarce resources away from
things we can do to help
companies already exporting

and already employing Alas-
kans. These should be promi-
nent on the agenda of any
discussion of international
trade.

O Tim Bradner writes for an
Alaska economic reporting ser-
vice.

Looking fora
high return alternative
to your present
Income investment?

DiilnniM
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Marketing plan urged for airport

By SUE CROSS

The Associated Press

JUNEAU — Alaska officials
have been trumpeting stopover
businesss at the Anchorage and
Fairbanks international airports
as a big plus for the state econo-
my, but they're worried about
losing that advantage because of
new aviation technology and com-
petition.

Several travel promotion
groups and nearly all of the Alas-
ka Senate want to offset the
changes with an aggressive mar-
keting plan for the airports.

"If we don’t do that, we're
going to have an international
airport system that, instead of
making money as it does today,
will lose money. When it starts
losing money, the landing fees and

fueling fees for domestic flights
will go up and all of us will be
hurt,”" says Dale Fox, director of
the Alaska Visitors Association.
Fox was in Juneau Thursday to
ask state offi-

cials to boost

their airport
marketing ef-
forts.

A resolution
(SCR5) asking
the Cowper ad-
ministration to
come up with a
promotional
plan for the air-
ports was intro-
duced Wednes- Dale Fox
day in the Alaska Senate. It was
drafted by Sen. Arliss Sturgulews-
ki, R-Anchorage, and co-sponsored

by 18 other senators.

A major angle of state tourism
efforts has been to get internation-
al passengers from flights refuel-
ing in Alaska off their planes to
visit, the state enroute to their
final destinations.

In addition, cargo flights make
up 60 percent of the airports’
business, and they must not be
lost to other states, Fox said.

But according to the proposed
resolution, Alaska airports’ suc-
cess in winning stopover business
is being jeopardized by develop-
ment of new aircraft capable of
flying nonstop between Europe
and the Orient.

Other airports around the Pacif-
ic Rim also are promoting them-
selves to get a greater share of
markets for ‘rans-Pacific flights,

international tourism and air car-
go, Sturgulewski said.

Fox said such promotions have
long been run by the Seattle, New
York, Los Angeles and other ma-
jor airports, but now such smaller
cities as Portland, Oregon, are
cutting into the Alaska flights.

"Anchorage has geographic ad-
vantages, but Portland, because of
its marketing, is getting more
than its share of the planes,” Fox
said.

Sturgulewski said Alaska
stands to lose $14 million net
profit generated last year by the
Anchorage and Fairbanks air-
ports. That income came from $45
million in revenues.

"Good business for those air-
ports is good business for the
state,” she said.
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' At a time when the state is struggling
with the wrong end of OPEC politics, at-
tempting to he the conieistone ol the in-
ternational fisheries and hopeful ol receiv-
ing the nod from the International Olym-
pic Committee, we need to remember the
economic opportunities at home. In this
writer's view, an important part of the
state’s ecoromy involves some buildings
and some asphalt. Thai's the Anchorage
and Fairbanks airports.

The problem is that technology may
doom our airports. If we don't come up
With a viable plan, a new generation of
aircraft may result in slops at Anchorage
and Fairbanks being a vestige of the past.
In my estimation, the commercial future
o>our airports is as important to our eco-

'ic future as our high profile items.
(8 study indicated that Anchorage
;onal Airport contributed $1.5 bil-
« Anchorage economy. Indica-

tions were' that the airport alone
generated employment of 13-172 people.
The cost for this is only approximately $0
million.

There’s nothing that says international
flights will continue to call at cither the
Anchorage or Fairbanks airport. Right
now, we are the air crossroads of the
world, but new long-range Hoeing planes
may change that. Already some interna-

tional passenger carriers are beginning to
fly direct.

The state, the municipality, and those
involved with the airport, must concen-
trate on this issue. The airport may not be
the sexiest issue, but it is one area where
we haven't experienced a downturn.

For example, there are international
carriers, like Korea Airlines, who are una-
ble to pick up or discharge passengers be-
cause they do not have landing rights. The
reason for this seems to stem from events
at the Seoul airport, which have nothing to
do with Alaska. We can not accept that.

Vis”"s have been a problem In the past,
but the Alaska Congressional delegation
has started a program which may solve
that. From Alaska's vantage, we need to

have ouctiiiilcmalional friends have the
ability to pass o few days in Alaska. We

aska's international airports offer economic opportunity

must market Anchorage and Fairbanks as
destination points.

We need Free Trade Zones in order to
maximize the opportunities for local busi-
nesses to take advantage of our strategic
location. Our airports have to provide ser-
vices competitive with Portland, Seattle,
Los Angeles ond other gateway locations.
We've gone a long way on the services,
I ul we can always do more.

A task force Is working on the problem,
and that's a start. The downside, however.
Is such that an all-out effort is called for.
It's easy to get people exicted about
AWWR and the Olympics. We need the
same excitement about the continued de-
velopment and marketing of the Fair-
banks and Anchorage airports. _

An Alaskan since 1971, Tony Smith Isan
attorney inprivate practice in'Anchorage,
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Alaska’s chances of seldng
its resources to/ Pacific Rim
nations would ]oe greatly en-
hanced if it could step up
tourist trade with that region,
a spokesman .for Japan: Air-
lines says. i

Mitsuo Kitamoto, a'[JAL
vice president and head of the
company’s Anchorage office,
said trade follows tourism,
and Alaska is missing put on
a good thing by not promot-
ing vacation opportunities to
people passing through the
airport’s international .termi
nal. :
"After vacations, business-
men often go back to their

offices and are more recpptive

to (trade) offers — especially

if those offers are coinpeti-
tive," Kitamoto said.

"Australia and Alaska

have many of the same things
to offer — coal, ore — and
they both have good locations
for the (Pacific Rim) market.
But Australia changed its
tourism policy about two
years ago and there’s been a
rapid increase in the number
of (Japanese) tourists there.
"After tourism comes busi-
ness,” Kitamoto said.
Anchorage International

Airport is the Alaska gate-

way for people crossing be-
tween Asia and Europe, he

said.

But technology and inter-
national politics may reduce
the number of people passing
through the airport, Kitamoto
said in an interview.

"Long-range jets are com-
ing that can fly non-stop be-
tween Tokyo and Europe ...
Paris,” he said. “And already
last year we started flying a
polar route over Siberia.

“Businessmen are asking

for more non-stops, for .addi-
tional flights. And we’re
looking at i1t."
i What that means for An-
chorage is unclear, but it
could cut into the transient
traffic from Japan, which for
JAL means about 4,500 pas-
sengers a year, Kitamoto
said.

“There’s been almost, no
change in the number of An-
chorage-destined passengers
in the last two years,” he
said. “A lack of promotioa-
here has been one problem."

Kitamoto said JAL has
agreed to help promote Alas-
ka to its Japanese passengers
this year. Alaska should' do

the same for overseas -visi- .

tois, he said, an idea he has
been pushing over the-past
several weeks - during
speeches before civic groups.
"The state needs some sell-

ing. We get the same ques- .

tions (from Japanese) about
Alaska we do abouti Africa.
What kinds of shoes and gear
are required? Is there any
kind of shopping heref!

“Why should theyj buy'in
Europe when they cgn buy in
Alaska? Why not open a cor-
ner of the (airport) 'duty free
shop to Alaska crafts?

"Having eresources isn't
enough," he said.

TimeV
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Crisis at the airport

WE’RE STILL uncertain
whether anybody in the state
or city governments is listen-
ing to our repeatedly stated
concerns about the future of

«Anchorage <« International
Airport. But. “somebody
should be.

W e’re convinced there’s

And that decade of the
'90s, we need to emphasize,
is just a little more than
three yearsaway. ' e
¢ Already, the long-range
aircraftare inservice —and
even longer range jets are
on the drawing boards down
at Boeing and in the engi-

an urgent need to start ag- ®neering departments of the

gressively developing a new
and innovative marketing
and servicing program that
will keep the airport a vital
part of the operating plans of
the big commercial carriers,
domestic and foreign.

Unfortunately, we don't
see that happening.

We need to sell Anchorage
International as a place the

airlines want on their route m

schedules — whether it be

for passengers, for cargo or m " The bureaucracy is too m

world's other great aircraft
manufacturing companies..

IN THE process of discus-
sing this, we also need te re-
state another continuing re-
commendation.

And that is that the city
take over ownership and

control of Anchorage Inter-1

national Airport.

The state can’t do the job m

that needs to be done here.

simply forrefueling. * « 1: * big, the chain of command’
goes through too many de-.
that Anchorage ¢ Intema-,partments and the ultimate

¢ And we need to make sure

tional provides its customers
— the airlines, the passen-
gers and-the commercial
shippers —with the absolute
best facilities, best services

and best rates that be.found. .

IF WE can’t do those-

things, the advance of new
aircraft technology — which
makes possible
dling non-stop flights — is

decisions have to be made in

Juneau, which is too far
away to understand the
problem. ™'

'weNot only that, so long as
.'the airport

remains under
state control, its top brass in
the state government must

.look at it from a political

perspective in which all

globe-gir- -» kinds of tugs and pulls are at

work, not all necessarily

going to leave our airport an ’ beneficial to the task at hand

.empty shell.

j! We don't want to be doom

and gloom about this, ‘i
It isn't going to happen

overnight. « <se m(e o
We’ve got some lead time

—but not much.

t But the fact is that the air-

lines — and our competitor

airports —already are mak-

ing their plans for the 21st

Century.
Some of them are well
along into operational

changes relating to the 1990s.

— which is to run the best

"airport in the world, serving
/mthe airlines which use it, t

If you think Anchorage
felt an economic pinch when
the oil companies cut back,
you’d be shocked even more
so if the Anchorage aviation
industry suffered a similar
reduction.

This is a priority item —
but one which isn’t at the top
of anybody's list. It should
be. And fast. » e
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Change in the cockpi

A CHANGE in managers
at Anchorage International
Airport is one of those things
that usually happens when a
new governor takes over.
It's a choice assignment and
one of the major political
prizes that is at the disposal
of the man in charge when
the time comes to assemble
the new team.

Thus the departure of Guy
Russo from the post comes
as no surprise. On the other
hand, at the age of 65 he’s
earned some time off after a
fine career as an airline ex-
ecutive (going back to the
old days before Pacific
Northern Airlines became
part of Western), as an
elected public servant
(mayor of Douglas), and as
a public official on the firing
line as airport manager for
the last several years.

His successor still re-
mains to be announced. But
whoever gets the job had
better be aware that he

ager must be a key plitye
that fight, one that also

require the best talents ;
ideas from the state, thet
and the business commun

-To emphasize the maj
tude of the challenge,
Alaska vice president
Japan Air Lines indicated
a meeting here a few d;
ago that Anchorage's w
dow of opportunity may
open only for another thj
or four years, at best.

By then, said Mitsuo Ki
mota, JAL will be in tlie;
with Boeing 747-400 lor
range aircraft —and fligl
using that equipment simp
won’t have the need tc- p
down here. Moreovei. J/
already is using the trans-:
berian route on at least oi
flight between Tokyo at
Europe. 1?

WHAT’S THE answer?

. Several things. We need
get serious about promotir
Anchorage as a stopovt

faces a major challenge — ’point — as a destination,:

no less than the future of the'
facility as a major interna-
tional airport. /

-V

WE’VE DISCUSSED this
problem on many occasions
in these columns over the
past couple of years. Now,
we’re pleased to note, a
number of civic and political
leaders have begun to ad-
dress the issue.

The problem is that new
aircraft technology, which
permits e intercontinental
flights  without refueling
stops, and the opening of a
trans-Siberian route by the
Soviet Union, provide the
means for airlines flying the
polar route to bypass An-
chorage. oy

It Isn’t all happening at'

Erlbb%m@s UFFBT 8,,' A

That means there’s time
to fight back. But not much
ae. .

And the new airport man-

4.

other words, rather than jir
a place for passengers t
stretch their legs.
We need to get busy deve
oping the airport as a centt
for trade and commerce..
foreign trade zone has bee
a topic of idle conversatio
and chit-chat for more year
than we like to remembet
N~ w is the time. jf
Private enterprise Deed
to be fully cranked into i<
operation, working with tht
state and the city Ilu dt
things that have to be doo<
at the government level.
And, as a final admoci
tion, if the state can’t do the
job —under a new governor
and a new commissioner oi
Transportation and a new

S " gefK

e

tlNy

city, and let the work to pre-

serve and enhance Anchor-
age International 'Airport
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Protecting the future of Anchorage's international airport

Editor's note: this column Is excerpted from re-
marks msdﬁ bB heffleld Egterﬁrlses phesme t
Parush to the Dec. mem ers Eunc eon of t
Anchorage Consentmn end Visitor's Buresu. Mr.
Parris 13 chairman of the Anchorage Business
Connell'sairport subcommittee.

ANCHORAGE International Al port, 05 a slate*
owned fa-illty, began in the early 60's @S a principal
transfer point for traveler* making connections to
points within and outside Alaska. In addition, the
airport was a refueling and an entry ana exjt point
for international flights, principally on routes be-
tween Europe and the Far East.

Today, 2fl yean later. Anchorage International
still serves those primary functions. The plant,
however, has grown to include two passenger ter-
minals encompassing 296,000 square feet of total
floor area, three runways, exlending up to 10.900
feet, 3d aircraft gales, and six baggage claim
areas. All of this Is contained within approximately
2,000 acres. T7»eairport Is serviced by 16 major car-
riers. m r: of wh'*h are international, five commut-
en and approximately 25non-scheduled airlines.

According to a Department of Transportation
study conducted In 1563. the airport contributes
more than $15 billion to the Anchorage economy.
Cher 13.000 residents counted on the airport's oper-
ation for their Jobs, earning a total of S3756 million
dollars.

HOW WOULD you like your business to have a
financial statement like this: In FY '66, the airport
look In 545 million dollars, ehowlIng a profit of Ol
million. Let's lake it one step further: Image hav-
ing a business that made a profit of 221 million «
year. and that it achieved this profit without any
advertising, any public relations, or any marketing
sludies whatsoeverl

Anchorage's strategic location could easily ena-
ble it to serve as « platform for business between
Europe and Asia The possibilities are limitless.
For example. If Anchorage were to become a for-
eign trade tone, {pods from around the world could
be stored here, processed, used In manufacturing
other Items, exhibited, repackaged, sold or handled
in numerous ways. Imports could be used with do-
mestic parts lo manufacture new Items within the
tones ~ all without paying any customs duties or
excise taxes. It would be a tremendous catalyst for
development within our business community.

In addition, by expendirg the duty free tone at
the airport to allow foreign shoppers a much wider
range of retail exposure than Just gifts and liquors,
we could create, In essence, regional shopping cen-
ters for stopover travelers. They could tour duty
free trade complexes and showrooms without the
necessity.of having to go through customs.

More and more, we're seeing international air-
ports taking an actlvj role In marketing their facdl-

Comments
by Al Rjittfch

Um and services. For example. Seattle-Tacome
Airport, logelher wlih the Pon of Seattle, which
owns the airport, has developed an aggressive
campaign to attract the expanding transpacific
market, the International lourist market and the
air cargo Industry.

They've produced numerous brochures and an
audiovisual presentation. They have a staff of
marketing representatives which actively calls on
transpacific clients, touting Sea-Tac's excellent In-
ternational services on die airport premises, such
os banks, customs broker*, freight forwarders,
warehouses, foreign consultates, plentiful terminal
space, excellent ground access, ample runway ca-
pacity and minimum environmental concerns.

Sea-Tac's programs and policies have helped to
establish It os one of the top 20 airports In the
United States for passenger-traffic volume. In 19R2,
over 9.2 million passenger* and 149,000 metric lors
of air freight were handled by Sea-Tac. Dy 1965. the
number of passengers at Sea-Tac Increased to 11.5
million passengers, up 25 percent. Freight went up
t0210,000metnctons.up 42percent. f .

.theatre tickets, a welcome Kkit, etc.,

T1IE NEED, then, to make our presence known
Is going to become Increasingly Important In the
years nnead. And not Just because other* are doing
It. At this time, .jichorage International faces a
very critical challenge, that being the advance-
ment of aviation technology.

I'm sure most of you have heard abou the new
Boeing 747-400 series aircraft. This aircraft Is an
advanced version of the B-717s which have served
Anchorage International Airport for the past 15
years. Howevr, the new Wseries requires only a
two-person flight crew, compared with the three
crew members required on all other 747s. It will be
hble to carry between ‘90 and 000 passengers, and
will be able to fly approximately 8.000 miles non-
stop. This will allow the aircraft to fly between
Tokyo and Frankfort. Singapore and Parts, or

Hong Kcng and London without refueling In An- _

chorage.

OUR WINDOW of opportunity Is slowly dosing,
and we can't afford to wait. We need to self Anchor-
age International as a place the airlines will want
on their route schedules — whether it be for pas-
sengers. cargo or simply refueling. And the most
direct way to go about this task Is to mount a mar-
keting campaign, promoting our plant and Its ser-
vices to the world.

Funds for marketing the airport are already
available. Revenues from the airport’s operation
go Into a reserve account. The money is there.

Once 3 line item dedicated to marketing the air-
port is budgeted by the state, a cooperative effort
can be developed, whereby funds from private and
public sources would be combiner :o develop a ge-
neric campaign We believe It will take approxi-
mately $3$5 million lo develop and Implement a
comprehensive marketing plan for the airport.
This seems like a reasonable imount to launch a
program to reach the world's markets.

which revenue streams need to be protected
and developed?

Obvious ones are. of course, those passengers
who are stopping over In Anchorage, on their way
to or from a primary destination. Our research
shows that 64 percent of those on flights stopping
over In Anchorage would be Interested In a stay of
four to seven days. One-half of those would have
stopped on the trip they were on If they wouJdhave
known they could.

One good example of a stopover program was
developed by the Port Authority of New York and
New Jersey for passengers transltting through the
three major airports: Kennedy International, New-
ark Intemallor.nf and LaGuardia, They call It. "On
Your Way Over, Stopover.” The package Includes
cne-nJght hotel at a choice of hotels, sightseeing,
VIP shopping service at Macy's or Dloomtngiales
with language assistance, a choice of Broadway
all at e low

package price. They've advertised this program tn
periodicals all over Europe.

Other International passengers of gTtat Interest
to us are those on either end of the transpolar route
who could be persuaded to use Alaska as a visitor
destination. New research by the state of Alaska
shows that the potential for Japanese and German
visitors selecting Anchorage as a visitor destina-
tion nearly equals the potential for visitors coming
from the U.S. If we do cur Job right In selling cur
destination, It Is possible that we could attract am
additional 200000 visitors a year from Germany
and Japan, or a JOpercent Increase In vacation or
pleasure travel

WHILE PASSENGERS are Important, air
freight offers even greater potential for growth. By
Increasing freight handling at AIA, we would see
an Increase tn landing revenues (which are based
cn the gross takepoff weight of the aircraft) and
fuel revenues for the airport.

International air freight Is a rapidly growing
market. In recent years. International air cargo
shipments have increased at Iwme the rate of pas-
senger travel.

the most cost-effective freight for air transpor-

'LatoLn Is low-volume, high-value, and relatively

low weight products, such as electronic compo-
nents, minl-campuiers, and precision Instruments.
Other leu obvious air freight products are those
with (Ime*sensitivity, such as high-fashion apparel,
pharmaceuticals, animals, produce, seeds and
flowers. These markets need to be actively devel-
oped.

| mentioned fuel fees, and I'd like to stress that
fuel Is an Important revenue stream. The airport
operates a fuel storage farm and many operators
have underground storage tanks. On an average
day, approximately 13 million gallon* are pumped.
TTus means approximately 224.000 a day, or 29 mil-
lion annually in fuel flowage fees.

Who Is backing the plan to market the Interna-
tional Airport? This Idea was further advanced by
the Anchorage Biistnrss Council's AJrport Conrv
mlltee, which | happen to caclulr. and others. The
ccuncil. by the way, was foro.ed by Mayor Tony
Kr.owlc* with the mission of spumng economic de-
velopment In Anchorage. Both the municipality
and the Anchorage Business Council have endorsed
our commlitee’s recommendation. The Greater
Anchorage Chamber ol ( ommerce has since given
the Idea its full support, along with the Anchorage
Convention and Visitors Bureau.

We'd like »0 Invite) our support as well, because
as residents ol Alaska and user* of the airport, you
have a stake In Its future operation. We presently

- have the lead time to plan for the decade ahead.

But we can’t afford to wall. We need to plan for the
21st Century now. “ s r



Short cut to Europe

OK, HERE’S an immedi-
ate target of opportunity for
those committees that are
:stirring around these days
;trying to enhance the future
.0of Anchorage International
‘Airport.

Shippers in Japan, if you
;can believe it, reponedlv are
‘moving cargo via ocean
«freighter to the Port of Seat-
tle, trucking it to Seattle-Ta-
coma International Airport,
and forwarding it to Europe
Dby air.

That’s the word, anyway,
lin the January-February
‘issue of Tradelines, an offi-
cial publication of the Port
of Seattle.

But that’s the long way to

go, for heaven’s sake.

IF CARGO is bound from
Japan to Europe on a ship-
air combination, the port of
entry should be Anchorage
— not Seattle. Anchorage is
hundreds of miles closer and
many hours quicker from
Tokyo.

And it would be just as
easy — if not easier —to off-
load here, truck the cargo to
Anchorage International
Airport in minutes, and have
it on its way to Europe —
again a much quicker flight
that the route out of Seattle.

The ball’'s in your court,
Anchorage airport com-
mittees.

if anyone shédi’é know how Alaska can promote
trade with Japan, it’s Mitsuo Kitamoto. He’s vice-presi-
dent for Japan Airlines and head of the company’s
Anchorage office. So when Mr. Kitamoto says Alaska
can help its trade prospects by luring more Japanese
visitors, Alaskans should take note.

Unlike much of today’s Pacific Rim rhetoric, his
advice sounds realistic. Often it seems that the state’s
political and business leaders invoke “Pacific Rim
trade” as a magic mantra, the mere chanting of which
will help lead Alaska out of the economic doldrums. But
most of our trade promotion efforts will take years to
pay off —if they ever do.

Mr. Kitamoto’s strategy would do something here
and now. The tourist industry would get a short-term
boost while the state builds its long term prospects for
Pacific Rim business by showing the Japanese the state.

Some changes already in the works may help do what
Mr. Kitamoto suggests. The new immigration law will
make it easier for foreign travelers to get off in Alaska
without visas. But Alaska shouldn’t stop there. As
longer range aircraft enter service, there may come a
day when the state cannot rely on refueling stops to
bring foreigners to our doors.

In the old days, doing more to draw visitors would
have meant spending more state money. But in these
times, state funding is scarce. State tourism officials
will have to find ways to do more with less — or
convince Alaska’s tourist businesses to come up with the
money themselves.
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