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W  FISCAL NOTE
STATE OF ALASKA

1993 LEGISLATIVE SESSION

Revision Date:___________________________________
Title: An Act relating lo the financing authority of AIDEA am
________the Alaska Seafood Center__________________
Sponsor: Senator Ellis____________________________
Requestor:______________________________________

N o . I
Bill Version:______-S B  /  (p_________

(S) Publish Date: -  //?  -  <9.3

Department Affected: Commerce and Economic Development
BRU: Alaska Industrial Development and Export Authority______
Component: Alaska Industrial Development and Export Authority

COMPONENT SERIAL NO. 1234_______________________

EXPENDITURES/REVENUES:

OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99

PERSONAL SERVICES 0 0 0 0 0 0

TRAVEL 0 0 0 0 0 0

CONTRACTUAL 0 0 0 0 0 0

SUPPLIES 0 0 0 0 0 0

EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0

GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE
FUND SOURCE: 0 0 0 0 0 0

FUNDING:
1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005GF/Program Receipts 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY 93) impact: _ 0 __________________________________________________
ANALYSIS: (Attach a separate page if necessary.)
Revenue bonds will be sold to finance the project. It will have no fiscal impact on the General Fund or AIDEA.

William R. Snell, Executive DirectorPrepared by:
Division: Alaska Industrial Development and Export Author!!

Approved by Commissioner: Paul Fuhs 
Agency: Commerce and Economic Develq fment

Phone: (907) 561-6050 
Date: 3/15/93________

Date:
3 / / & / f /  ?

Rev 11/92
dgVtSSIukiM

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE

For further distribution information cad the Governor's Legislative Office
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S t a t e  C a p i t o l , r o o m  9  
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A l a s k a  S t a t e  L e g i s l a t u r e  
S IN A T I

Sponsor Statement fo r 
Senate B ill 16 

The Alaska Seafood Center

SB 16 authorizes revenue bonds to the A laska Industrial 
D evelopm ent and Export A uthority in the amount of $50 m illion for 
design and construction o f the A laska Seafood Center, to be located in 
Anchorage. This investm en t would leverage an additional $115 
m illion in private investm ent for a to tal project cost o f $165 million.

The A laska Seafood Center would em ploy 450 people full tim e in 
addition to em ploying roughly 200 peop le during the construction 
phase of the project. The facility  w ill be designed, engineered and 
built by A laskan con trac to rs w henever possible.

The facility  would be the first o f its kind in Alaska, with secondary 
processing and cold sto rage capacities far beyond what is curren tly  
availab le anywhere in the state. Instead o f storing product in 
freezer-vans in their w arehouse yards before shipping them  to cold 
storage fac ilities in Seattle, p rocessors could store product for future 
sales locally.

Since ASC will be the only major secondary, or value added, 
processing facility availab le in A laska, it w ill create a new, year- 
round m arket w ithin the state to which prim ary processors can sell 
the ir p roduct.

This pro ject is good for the processors, and good for the state's 
economy. Too many o f our fisheries profits are diverted to o ther 
states and countries. It's time to turn that trend around by 
supporting local projects like the A laska Seafood Center.

I urge your support of Senate Bill 16. Thank you for your

consideration.

J O H N N Y  E L L I S
S E N A T O R



M a t a n u s k a - S u s i t n a  B o r o u g h
350 EAST DAHLIA AVE, PALMER. ALASKA 99645-5488 • PHONE 745-9682

BOROUGH MAYOR

April 5, 1993

Honorable Steve Frank and Drue Pearce, Co-Chairs 
Senate Finance Committee 
State Capitol Building, Room 518 
Juneau, Alaska 99801-1182

Dear Senators Frank and Pearce:

Attached are the schedules of expenditures by the Matanuska- 
Susitna Borough for the development of the industrial property at Pt. 
MacKenzie since 1987. As this information shows, the Borough has 
invested over $2 million to make this site suitable for major private 
industries, such as MIDREX, to locate and operate in the state of 
Alaska.

The expected return on this investment will be in the form of more 
jobs for Alaskans, lease payments, property sales, an expanded tax 
base, and other positive economic benefits for the state and local 
economies.

S.B. 171 would authorize AIDEA and the Borough to work with the 
private investors to arrange financing for the 'public-owned assets 
associated with this project. Such financing will be accomplished as 
a loan, and not as a grant.

The basis of both AIDEA's and the Borough's involvement in the 
MIDREX project is as investors seeking a return for our 
citizens/shareholders.
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FORT DEVELOPMENT OPERATING EXPENDITURES
BY FISCAL YEAR

m i H iP P I P I

Salaries 53,805 80,913 28,234 -0- -0-iBenefits 15,539 26,083 10,547 -0- -0-
Expenses Within Borough 1,905 3,542 3,341 263 523
Expenses Outside Borough 6,471 17,197 8,406 8,443 6,877
Communications 663 2,348 1,208 12,749 185
Xdvenising 645 2,495 3,781 6,902 -0-
iPrinting 470 824 492 10,589 20
Rental/Leases 210 ■0- 200 134 -0-
1Professional Charges -0- 111,044 27,223 12,391 3,309
1Maintenance •0* 85 20 361 -0-
Contractual 3,294 19,758 78,688 116,946 68,721
Office Supplies 830 i,162 648 501 -0-
Miscellaneous Supplies 1,131 1,654 199 759 -0-
Equipment Under $300 546 346 230 -0-
(Other Equipment 9,916 1,250 "0" 1,120 ■0-
rumishings -0- 356 *0- •0* -0-
jrOTAL 95,425 269,057 163,217 171,158 79,635*

imcSfoic the amounts for fiscal year 1993 represent only amounts actually expended or encumbered 
through December 3,1992.

tcn aoa su

^ - C r 1 3  
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M a t a n u s k a - S u s i t n a  B o r o u g h
350 EAST DAHLIA AVE, PALMER, ALASKA 99645-6488 • PHONE 745-9682

BOROUGH MAYOR

April 5, 1993

Honorable Steve Frank and Drue Pearce, Co-Chairs 
Senate Finance Committee 
State Capitol Building, Room 518 
Juneau, Alaska 99801-1182

Dear Senators Frank and Pearce:

Attached are the schedules of expenditures by the Matanuska- 
Susitna Borough for the development of the industrial property at Pt. 
MacKenzie since 1987. As this information shows, the Borough has 
invested over $2 million to make this site suitable for major private 
industries, such as MIDREX, to locate and operate in the state of 
Alaska.

The expected return on this investment will be in the form of more 
jobs for Alaskans, lease payments, property sales, an expanded tax 
base, and other positive economic benefits for the state and local 
economies.

S.B. 171 would authorize AIDEA and the Borough to work with the 
private investors to arrange financing for the public-owned assets 
associated with this project. Such financing will be accomplished as 
a loan, and not as a grant.

The basis of both AIDEA's and the Borough's involvement in the 
MIDREX project is as investors seeking a return for our 
citizens/shareholders.



Senate Finance Committee, Page 2

It is my hope that you will find the attached information helpful 
making a decision on S.B. 171, and that you will share this 
information with the other members of the Senate Finance 
Committee. If I can be of any further assistance, please contact 
at your convenience.

Matanuska-Susitna Borough 

DLM:whk

Attachments (4 pages)
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PORT DEVELOPMENT OPERATING EXPENDITURES
BY FISCAL YEAR

m m
B iii
| M 9 2 4

Salaries 53,805 80,913 28,234 | -0- -0-
•Benefits 15,539 26,083 10,547 -0- -0-
Expenses Within Borough 1,905 3,542 3,341 263 523
«Expenses Outside Borough 6,471 17,197 8,406 8,443 6,877
Communications 663 2,348 1,208 12,749 185
Advertising 645 2,495 3,781 6,902 -0-
•Printing 470 824 492 10,589 20 ;
Rental/Leases 210 •0- 200 134 -0-
!Professional Charges -0- 111,044 27,223 12,391 3,309
1Maintenance -G- 85 20 361 <0-
Contractual• 3,294 1 ,̂758 78,688 116,946 68,721
Office Supplies 870 1,162 648 501 -0-
Miscellaneous Supplies 1,131 1,654 199 759 -0*
Equipment Under $300 546 346 230 -0- . -o-
Other Equipment 9,916 1,250 *G* 1,120 *0*
Furnishings -0- • | 356 -0- •0* -0-
TOTAL 95,426 269,057 163,217 171,158 79,635*

Note the amounts for fiscal yu- ">93 represent only amounts actually expended or encumbered 
through December 3, 1992.

TC/l3 0 3 9 2 -1
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SPECIFIC PROJECTS ASSOCIATED WITH THE PORT 
EXPENDITURE BY FISCAL YEAR

Port MacKenzie Port Road

U S
s s 1 1 1 « g 8 B 3 8

l a n d | :
Consultants 
Design/Recon. 
Printing Costs 
Construction 
Materials Purchased 
Misci Expenses 
Advertising

2645
226.40

21500.00
91,877.00

9650
36050

9,600.00
14,825.00

133.00

111
1
i1

j

43,829.03
92.25

387.31

665.41

5,000.00

26.00

31,765.41 
106,702.00 

5,000.00 
43,829.03 

9255 
669.16 
58750

ENGINEERING STAFF 
Administrative Time 
Inspection Time 
Survey Time 
Design Time

3,80554

1.51157

5^83.64
391.16

459457
50355

1,367.14

1,74257

i
i 5.75

I
ij

10,461.87
391.16

459457
3,726.79

TOTALS 5,569-56 125,00652 27,667-41 5,75 4450849 5,691.41 20854954*

* The ftindihg for this project was from the following revenue sources; Gener 1 Fund Balance (521,460), Land Management 
Fund (5^0,000) and a State Administration Municipal Grant (596,789.24),

Point MicKcnzie Phase III Road*

Funding for this project was from the Land Management Fund. 
* •  Phase n  related to agricultural parcels only.

TC/1212019*1

B ill -0 x n M W B B M H B i
LAND

Land
Survjey
Administration (PS&B)
Construction
Rental
Materials Purchased 
Legal Expense 
Advjariaing 
Film Processing 
Mail Delivery

10,65342
5,100.00

387.00 
673,04351

5,113.03
46,197.86

1,00045
12,75747

83650
424.11

15.00

2540.47

>,

1045342
5,100.00

3875X)
675583.68

5,113.03
46.197.86 

1,000.65
12.757.87 

83650 
424.11

15.00

ENGINEERING STAFF 
Administrative Time 
Inspection Time 
Surrey Time 
Design Time

3752155
9,23955

32585.19
157454

3752155
953955

32585.19
147454

FURNISHINGS/EQUIP.
Furnishings/Equip,
Advertising

40,006.10
104.05

40,006.10
104.05

T o r i u s 87755943 2540A7 880,000.00*
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Wp&gp$ t B M Itk̂ swis?! i i i i W m m m ® ®

BUILDINGS
Advertising 223.20 223.20

LAND
Design/Reccn.
Advertising

•
30,000.00

8935
50,000.00

89.25

IMPROVEMENTS
Survey 23*835.89 23,835.89

TOTALS 73,335.89 31245 74,14834*

Funding for this project was from the General Fund Balance- ($50,000) and the Land Management Fund (524,148.34).

Point Mackenzie East Port Site

M tt l ilSfi Msgeasii t tH M
IMPROVEMENTS 38.600.00 38,600.00

TOTALS 38400.00 38,600.00*

Funding for this project was from the Land Management Fund,

Point Mackenzie AMS A Plan

J«w!. •♦■.*; (• • J •: 1: -r •* *»•."• • h-.MF?,*cssaE7*'7cv'TPĈ-v.t*,- »*»*>• lip* r • <•< i •• •-•...  * ,/«■«. i »•V a. 1• V-£ ry-;. ,v
r*' *■•** VT.*•••••— *A v*-» • - • •

h.* .:;i

PLANNING STUDIES 32,400.00 12,83353 38,76647 * 84,000.00

OTHER CONTRACTUAL 24,070,00 ■ 7530.00 32500.00

TOTjALS 32,400.00 12,83353 38,76647 24,07050 7530.00 116,0004)0*

*  Funding for this project was from the General Fund.



I n S u m m a r y :

Total: expenditures from operating funds 
Tatal! expenditures from projects 
GRAND TOTAL

$ 778,492.00 
1.316.997.58 

S2.095.489.58

TC/paw»i
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SB 16: "An Act r e l a t i n g  to  t h e  f in a n c in g  a u t h o r i t y  of  the
A lask a  I n d u s t r i a l  D e v e lo p m e n t  a n d  Expo, t  A u th o r i ty  
a n d  g iv ing  a p p r o v a l  o f  t h e  i s s u a n c e  o f  b o n d s  fo r  a n  
A n c h o ra g e  a i r p o r t  s ea fo o d  fac il i ty ;  a n d  p ro v id in g  fo r  
a n  effect ive  date."

The bill a3 proposed provides authority for the Alaska Industrial Development 
and Export Authority (AIDEA) to issue up to $50,000,000 in bonds to finance 
the acquisition, design, and construction of a facility for the offloading, 
processing, storage, and transloading of seafood to be located at or near the 
Anchorage International Airport. This portion of the Alaska Seafood Center’s 
(ASC) secondary processing project would be owned by the Authority.
The Authority supports this project because of its value in creating jobs, the 
importance of the seafood industry throughout Alaska, and the potential role 
the project may have in diversifying seafood exports through value-added 
secondary processing and storage. The project developer has indicated the 
project may create 450 direct full-time jobs in addition to 750 indirect jobs. 
The developer’s business plan also indicates the project will support all 
primary processors in Alaska by the direct purchase of raw material and 
through the project’s 45 million pound public use cold storage facility.
Because of concerns expressed by the Department of Transportation and Public 
Facilities (DOT&PF) and airlines serving the Anchorage International Airport 
that a facility located at the airport may attract birds which may cause safety 
hazards and because the developer has analyzed three additional sites that 
would be sufficient for the project, the Authority recommends that language 
saying the facility located at the airport is removed.
In addition, because the project must prove to be feasible prior to AIDEA 
selling bonds to construct and own the specific portion of the project as 
indicated, we encourage additional language be added to the bill that would 
require the developer to obtain additional financing, obtain contracts with 
primary processors to supply the facility, and obtain marketcontracts for the 
sale of the products.
Staff at the Authority recommends full support of the bill with the revised 
language as indicated above.

Paj^ Fuhs, CoiWmissioner

Date
dgl/136pp.aidea :\:K\



JO HNNY ELLIS
S E N A T O R (

State Capitol, room 9 
Juneau , A laska 99801-1 1 

(907) 4 6 5 -3 7 0 4

A l a s k a  S t a t e  L e g i s l a t u r e
S E N A T E

M E M O R A N D U M
TO: Senato r B ert Sharp, Chairman 

S ena te  T ran spo rta tio n  C om m ittee

Senato r Tohnny E1T _
V -

J
FROM:

DATE: M arch 4, 1993

RE: Scheduling Senate Bill 16

*************************************************

I respec tfu lly  request that you schedule Senate B ill 16 for a hearing 
in the Senate T ransporta tion  Comm ittee at your earlie s t possib le 
c o n v e n ie n c e .

SB 16 would au thorize revenue bonds to the A laska Industrial 
D evelopm ent and Export Authority in the amount o f $50 m illion for 
design and construction o f the A laska Seafood Center, to be located in 
A nchorage. This investm en t would leverage an additional $110 
m illion in  private investm ent for a total p ro ject cost o f $160 m illion.

The A laska Seafood Center would employ 450 people full time in 
addition to em ploy ing roughly 200 people during the construction 
phase o f the project.

The fac ility  would be the first of its kind in A laska, w ith secondary 
fish p rocessing  fac ilities and cold storage capacities fa r beyond what 
is cu rren tly  availab le anywhere in the state. Instead of storing 
product in freezer-vans in their w arehouse yards and sh ipp ing them 
to cold sto rage facilities in Seattle, processors could store p roduct for 
future sa les locally. It's good for the processors, and good for the 
state's econom y. Too many of our fisheries profits are diverted to 
other sta tes and countries. It's time to turn that trend around by 
supporting local pro jects like the A laska Seafood Center.

I urge your support of Senate B ill 16. Thank you for your
consideration.



ALASKA INDUSTRIAL DEVELOPMENT 
AND EXPORT AUTHORITY

480 WEST TUDOR • ANCHORAGE. ALASKA 99503-6690 ■ (907) 561-8050 • FAX (907) 561-8998

The Honorable Senator Johnny Ellis 
Alaska State Legislature 
State Capitol 
Juneau, AK 99811
Dear Senator Ellis:
I recently reviewed a copy of SB 16 that you introduced, "An Act relating to the 
financing authority of the Alaska Industrial Development and Export Authority and 
giving approval of the issuance of bonds for an Anchorage airport seafood facility; and 
providing for an effective date," and thought it appropriate to provide you with 
background material regarding the project
Lat: in the 1992 regular session last year, legislation was introduced calling for the 
Auti ority's involvement in the Alaska Seafood”Center Project (ASC). At that time the 
project sponsor represented that its financing plan and market contract commitments were 
nearing completion, and without the Authority's ability to participate in the cold storage 
component of the project, the project would not be able to maintain its schedule for a 
1992 design and construction start.
Based on these representations and to not impact the developers progress, it was agreed 
that specific project legislative authorization would be requested as soon as possible and 
that the Authority would start its due diligence and feasibility analysis of the project at 
once.
The legislation was not acted upon, however, during the general session, and when the 
Legislc.ure went into the Special Session on May 13, sufficient information had not been 
compiled by the project sponsor to in all likelihood satisfy the minimum requirement 
necessary for AIDEA participation during 1992.
For this reason, project authorization for the ASC was not included in HB 598. However, 
in support of the project, at their May 29, 1992 meeting, the Authority's Board of 
Directors authorized staff to spend up to $50,000 to retain consultant services to review 
formalized agreements with the prospective financiers, supply vontracts (customers) and 
to determine the overall financial feasibility of the ASC business plan (Resolution 92-7 is 
attached). To date, no funds have been expended. The project sponsor has indicated a 
major international bank has agreed to be the lead lender on the project subject to 
AIDEA's participation and market contracts.
It may further be of interest to you that in early discussions between AIDEA, the 
Department of Transportation and Public Facilities (DOT/PF) and ASC, DOT/PF 
indicated there were concerns expressed by the Alaska International Airport System 
(AIAS) and airlines serving the Anchorage airport that a seafood facility located on 
airport property would attract birds. AIAS and the airlines were concerned the birds
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could potentially create a safety hazard. While the developer has indicated the facility 
will be a.secondary processor and will do over 80% of its processing with frozen products 
which would minimize this problem, in recognition of the concern of the airlines and the 
AIAS, the developer has analyzed three additional sites that are adjacent to or near the 
airport. These sites were found to be sufficient to develop 'he facility on.
The Authority remains interested in the success of the project and has continued to work 
and support the ASC effort due to its value in creating jobs, the importance to the seafood 
industry throughout Alaska, and the potential role the project would have to diversify 
seafood exports through value-added secondary processing. ASC could be the first major 
secondary processor in Alaska and may create 450 direct full-time year-round jobs in 
addition to 750 indirect jobs in Anchorage. ASG's business plan indicates the project will 
support all primary processors in Alaska by purchasing its raw materials from them and 
making the projects 45 million pound cold storage facility available to them - a seafood 
infrastructure Alaska has discussed for a number of years.
A mid-February meeting has been scheduled between ASC and the Authority to review 
progress of the project. I would be happy to provide you with any information that is 
generated at the meeting and will keep you informed of issues related to the project's 
progress.
If you have questions or wish to discuss this project in greater detail, please do not 
hesitate to contact me.

Executive Director
attachment
WRS:KO
cc: Commissioner Paul Fuhs

Kris Lethin 
Darrel Rexwinkle 
Mayor Tom Fink 
Howard Benedict

Sincerely,



F IL E  MEMORANDUM

BRIEFING BY: K a te ly n  Ohraer, Developm ent S p e c ia l is t
.Alaska In d u s t r ia l  Developm ent & E x p o rt A u th o r ity

P ro je c te d  c o s t and f in a n c in g :

ASC asked AIDEA to p a r t ic ip a t e  by b u y in g  in to  the  p r o je c t  to the tune  

o f $50 m i l l io n  to  develop  f r e e z e r  f a c i l i t y C i e s ) .  ASC re p re s e n te d  th a t  i t  

would o b ta in  th e  rem aind ing  SI 15 m i l l io n  in  f in a n c in g  e ls e w h e re ; c o ta l  p ro ­

je c te d  p r o je c t  co s t —  S165 m i l l io n .

F i n a n c i n g  A u t h o r i t y :

(1 )  F a i le d  to  be a c te d  upon in  l a s t  s e s s io n  o f  A la s k a  L e g is la tu r e .

(2 )  Thereupon , AIDEA Board approved spending  up to $ 5 0 ,0 0 0  to  h e lp  

and a s s is t  ASC p r o je c t  —  to d eve lop  a b u s in e s s  p la n ,  seek f in a n c in g  sources  

and sa le s  c o n t r a c ts ,  e tc .

(3 )  S en a to rs  Drue P e a rc e , Dave D on ley  and Johnny E l l i s  have in t r o ­

duced "new" b i l l  fo r  f in a n c in g  a u th o r i t y  in t o  che 18th A laska  L e g is la tu r e .

(4 )  AIDEA Board rem ains very  in t e r e s t e d  in  ASC and co n tin u es  to sup­

p o rt and w ork on th is  e f f o r t .  ASC and AIDEA a re  n e x t scheduled to meet

in  m id -F e b ru a ry .

ASC p ro je c te d  a c t i v i t i e s :

p ro c e s s in g  and f r e e z in g  fo r  fo rw a rd in g  and d is t r ib u t io n ;  secondary p ro ­

cess ing  —  fo r  v a lu e  addes; fo r  lo c a l  m a rk e t.

In  response to  a d i r e c t  q u e s t io n , K .O . o p in e d  th a t  A S I I 's  "gas" packaging  

techno logy  has a p p lic a t io n  to  the ASC p r o g r a m /p r o je c t .

IN RE: ALASKA SEAFOOD CENTER (ASC) DATE: January 25, 1993



BILL NO: SB 16

Department o f  T ranspo r ta t ion  
and Public Facilit ies

P O S I T I O N  

P A P E R

APPROVED:

TITLE: AIDEA Bonds: Anchorage Seafood Facility DATE: January 15,1993

The aepanment has no objection to a bill granting AIDEA approval to issue bonds for a 
seafooa facility but has serious concern with the possibility of locating sucn a facility on or 
near airport property. We recognize that sucn a facility could generate revenue througn lease 
payments, but the department objects to a seafood center on airport property for the 
following reasons:

1. Seafood facilities tend to attract birds and could create a majcr safety hazard. A
seafood center was proposed for Anchorage International several years ago ana 
airlines serving the airport strenuously objected to such a facility in close proximity 
to aircraft operations.

2 There is a finite amount of developable or leasable airport land and as much as
possible should be reservea for activities which must operate on tne airport.

For Further Information contact Katy McH u g h  at 465-3904.
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PROJECT FACT SHEET: Alaska Seafood Center/Cold Storage 
DATE: November 25, 1992
STATUS: The Legislature failed to act on bonding authority for this project in 1992. The 
AIDEA Board approved an expenditure of up to 550,000 to work with the Alaska Seafood 
Center to develop a business plan. The project mav be brousht before the Legislature in 
1993.
PROJECT BUDGET: 550 million
SOURCE OF FUNDS: Revenue bonos sold by .AIDEA
PURPOSE: To expand the capabilities of the Alaska seafood industry to provide 
secondary processing, freight forwarding, and commercial cold storage services.
PARTICIPANTS: AIDEA will finance construction in Anchorage of a cold storage 
warehouse facility as pan of the proposed Alaska Seafood Center. The facility will be an 
integral pan of the stace-of-the-an fish processing, cold storage, and distribution center 
planned by ASC.
BACKGROUND: The cold storage warehouse will allow ASC to perform secondary 
(value added) processing of bottomfish, surimi, and salmon; provide freight forwarding for 
salmon and other seafood products; and provide commercial cold storage services for 
seafood and non-seafood products. The secondary processing capabilities will create a 
local market for shore-based primary processors. Other Alaskan processors will be able to 
use the frozen storage and chill room capacities at cost-efficient rates. The facility will be 
located near the Anchorage International Airport, making it accessible to processors 
throughout the state.
ECONOMIC EFFECTS: ASC operations will provide about 450 new year-round jobs at 
the Anchorage facility and additional employment in related business sectors, including 
transportation.
SOCIAL EFFECTS: The facility should strengthen the entire seafood industry in Alaska 
by enhancing the cold storage, secondary processing, and freight forwarding capabilities 
available.
SCOPE OF PROJECT: The cold storage warehouse will have a storage capacity of 45 
million pounds, capable of handling as much as 2 million pounds of product in one day.
The warehouse will include an energy-efficient ammonia refrigeration system, a high-bay 
racked storage system with automatic closure entrances and air-curtain walls, chill rooms, 
blast freezers, ice makers, a standby electrical generation system, and electric-powered lift 
cranes, conventional forklifts. and similar handling equipment



A L A S K A  I N D U S T R I A L  D E V E L O P M E N T  AND  E X P O R T  A U T H O R IT Y

RESOLUTION NO. A92-7

A RESOLUTION OF THE ALASKA INDUSTRIAL 
DEVELOPMENT AND EXPORT AUTHORITY RELATING 
TO THE ALASKA SEAFOOD CENTER

WHEREAS, th e  Alaska I n d u s t r i a l  Development and
E xpor t  A u t h o r i t y  ( ' 'A u th o r i t y " )  i s  committed to the
c o n s i d e r a t i o n  of  q u a l i f i e d  Development P r o j e c t s  which promote 
economic growth and developm ent ;

WHEREAS, th e  s e a fo o d  i n d u s t r y  i s  a c r i t i c a l
component of  the  Alaska economy;

WHEREAS, t h e r e  i s  a need to promote and deve lop
s h o r e - b a s e d  f a c i l i t i e s  which enhance the  v a lu e  and
m a r k e t a b i l i t y  of  A laska  sea fo o d  r e s o u r c e s ;

WHEREAS, th e  Alaska S eafood  C en te r  ( " C e n te r " )  has
p ro p o sed  the  development  of  a s e a fo o d  p r o c e s s i n g  f a c i l i t y  to
be l o c a t e d  in  Anchorage,  A laska ;

WHEREAS, t h e  F a c i l i t y  under  c o n s i d e r a t i o n  w i l l
p ro v id e  f o r  th e  p r o c e s s i n g  and enhancement of  A laska  sea fo o d  
p r o d u c t ;

WHEREAS, th e  F a c i l i t y  w i l l  p ro v id e  a c r i t i c a l
economic b e n e f i t  to  t h e  sea fo o d  i n d u s t r y  in  A laska ;

WHEREAS, th e  C en te r  has d i s c u s s e d  w i th  th e  A u t h o r i t y  
th e  p o s s i b i l i t y  of  t h e  A u t h o r i t y ' s  f i n a n c i a l  p a r t i c i p a t i o n  in  
developm ent  o f  th e  C e n te r ;

WHEREAS, t h e  C en te r  i n t e n d s  to e n t e r  i n t o
n e g o t i a t i o n s  w i th  p r o s p e c t i v e  f i n a n c i e r s ,  s u p p l i e r s  and 
c u s to m e rs  to  f o r m a l i z e  a B u s in e s s  P lan  f o r  the  C e n te r ;
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NOW. THEREFORE, BE IT RESOLVED:

1. The A u t h o r i t y  i s  f u l l y  s u p p o r t i v e  o f  developm ent  
of th e  C e n t e r .

2.  S t a f f  i s  d i r e c t e d ,  i f  r e q u e s t e d ,  to  work, in  
c o o r d i n a t i o n  w i th  t h e  C en te r  to  a s s i s t  i n  the  f o r m a l i z a t i o n  
of th o s e  ag reem ents  w i th  p r o s p e c t i v e  f i n a n c i e r s ,  s u p p l i e r s ,  
and c u s to m e rs  as a r e  n e c e s s a r y  to f o r m a l i z e  a B u s in e s s  P lan  
f o r  th e  C e n t e r .

3. The A u t h o r i t y  looks  fo rw ard  to  an o p p o r t u n i t y  to 
review a r e q u e s t  f o r  p a r t i c i p a t i o n ,  i n  t h e  f i n a n c i n g  o f  th e  
C en te r  once th e  B u s in e s s  P lan  i s  f o r m a l i z e d .

4 .  S t a f f  i s  a u t h o r i z e d  to expend up to  $50,000 in  
a s s e t s  o f  th e  Economic Development A ccoun t ,  A.S. 4 4 .8 8 .1 7 2 ,  
f o r  e x p en se s  i n c u r r e d  under  I tem 2 of  t h i s  R e s o l u t i o n .

DATED a t  Anchorage,  A laska ,  t h i s  29 th  day of  May
1992 .

Chairman

( S E A L )  ATTE  S T

Secre ta ry
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EXECUTIVE SUMMARY

The Alaska Seafood Center. Inc.. a privately-owned company ("ASC" or "the Company"), proposes 
to develop, build, own and operate a state-of-the-art fish processing, cold storage and distribution center 
("the Facility") to be located in Anchorage, Alaska. ASC is being developed at a time of profound change 
in the seafood industry in Alaska and the eating habits of Americans, i.e. a rapid reduction in the 
consumption of red meat and an escalation in the demand for seafood. ASC believes that the combination 
of these circumstances has created a significant opportunity for ASC and for Alaska.

ASC’s operations will be based on producing high quality, value added seafood products. ASC 
will create approximately 450 new year round jobs at the Facility itself and support many other jobs in 
Anchorage in indirectly related businesses. For example, a gTcat number of jobs will be created in the 
State transportation system (airline, raiiroad and trucking) to serve ASC. ASC will also provide 
economical cold storage and transportation services to smaller fish processors in the State, giving them 
faster and more profitable access to their customers. The Company's business segments will be:

• Secondary processing of bottomfish based on Alaskan raw material of blocks and fillets 
from pollock and cod (frozen products).

• Secondary processing of suriiri based on Alaskan raw material of surimi blocks, a fish 
paste primarily made from minced Alaskan pollock (frozen products).

• Secondary Processing of salmon based on Alaskan wildlife salmon (frozen products).

• Primary processing of salmon (chilled products).

• Freight forwarding of salmon and other native fish owned by ASC and others (chilled
products).

• Commercial cold storage services for seafood and non-seafood products.

Secondary processing consists of adding value to primary processed raw materials such as fish 
blocks and individual quick frozen fillets (IQ Fs). The finished product consists of a portion controlled 
piece of fish and added coatings, sauces or toppings in order to prepare it for consumption.

When fully on-line, the Facility will have the capacity per day to process (raw material)
approximately 210,000 pounds ("lbs") of bottomfish products, 13.000 lbs of surimi products and 180.000 lbs
of salmon (during the salmon season). Upon completion, it will have a cold storage capacity of 
approximately 45 million lbs of seafood and non-seafood products and a chill room capacity for receiving 
and shipping of chilled fish of approximately 2.2 million lbs. The fish resources of the Bering Sea and the 
Gulf of Alaska will provide the raw materials for the Company's seafood processing business segments. In 
1991, Alaskan waters within the Alaskan Exclusive Economic Zone ("EEZ") produced 4.4 billion lbs of 
bottomfish which included cod and pollock, the most important species for ASC’s production. The salmon 
harvest was a 60-year record of 725 million lbs.

Introduction
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U.S. fisheries harvest all bottomfish coming from the EEZ. The prims rocessing (heading, 
gutting, filleting and in certain cases mincing) and freezing into 1QF fillets and fish ok ks is done on shore 
based primary processing plants and on board catcher/processing ships, within hours afier the catch so as 
to avoid spoilage. The resulting products (fish blocks and IQ F fillets) are shipped by refrigerated cargo 
ships to Japan, Korea. Europe and the contiguous 48 states (the "Lower 48") for secondary processing.

ASC offers the opportunity for .Alaska to have secondary (value added) processing take place 
within the State, resulting in a substantial number of year round jobs for Alaskans. ASC will be a major 
customer of shore based primary processors, buying substantial quantities of product from them, which will 
eliminate their transportation disadvantage.

ASC offers other .Alaskan processors the opportunity to store frozen seafood and offers other food 
businesses the opportunity to store non-seafood products on a commercial basis. Commercial fisheries can 
take advantage of ASC’s location to store their products in Anchorage arid reduce their transportation and 
storage costs. ASC wiii provide greater flexibility to other food businesses and distributors by providing 
them the ability to store larger quantities in Anchorage instead of the Lower 48.

ASC offers freight forwarding of chilled fish products to other Alaskan processors. ASC’s logistic 
capabilities and chill room capacity located close to the airport are essential for air transportation of chilled 
fish in a regularly scheduled and therefore cost efficient manner.

The Facility

ASC has located several sites on which it has negotiated an acceptable price. They are zoned for 
processing, storage, wholesaling and distribution operations. All have sewer, water and utility services up 
to or near the property line which are considered by ASC to be satisfactory for the contemplated uses. 
Before notice to proceed is given to the contractor, a complete geoiechnical study will be done. There are 
various permits and approvals that are required to be obtained prior to the start of construction and 
operation of the Facility. ASC is confident that the Facility will receive all these necessary permits on a 
"fast track basis" based on assurances from the city.

The sites have been selected because of their access to all forms of transportation. They are two 
to seven minutes from the Anchorage International Airport and about 15 minutes from the Port of 
Anchorage. All have direct rail access by rail from a spur off the main line to the property boundary via a 
dedicated easement.

ASC has entered into a S62.736.000 lump sum turnkey fixed price contract with National Projects, 
Inc., a subsidiary of Morrison-Knudsen Corporation, ("National") for the design and construction of the 
Facility. The cost of processing equipment is not included in the contract price. ASC will procure all 
processing equipment directly from the vendors. Allowances, rather than fixed prices, are included for 
landscaping, stonework, permits, signs and installation of the first processing line. The contract calls for a 
construction schedule of 20 months with liquidated damages in the amounts of S29.000 per day for late 
completion subject to a cap of Sl.500,000. The contract also provides National with a 514,500 per day early 
completion bonus.
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The Facility wiil consist of approximately 245.000 square feet. The first floor will be used for 
processing, freezing and storage of fresh and frozen fish and other foods. The second floor will be used for 
sanitary facilities, an employee lunchroom, administrative offices, and a guest lunchroom. The Facility will 
include a paved parking area and the dock areas will be paved as well, to accommodate refrigerated vans 
and other trucks. In addition, the truck staging area will provide space for refrigerated vans. The fish 
processing, processing support and office areas, dock facilities and cold storage building will be constructed 
with concrete and steel. In the. cold storage area, the structure will be approximately 63 feet high, while the 
racks used to store product will be approximately 50 feet high. The energy fciilding will house the 
refrigeration equipment, battery charger and healing equipment as well as the maintenance department.

The Facility wiil use state-of-the-art equipment designed to include the latest proven technological 
developments. The heart of the ASC seafood processing system will be two secondary bottomfish 
processing lines, one for battered and breaded products (sometimes called 'B&B"), and one line for 
prepared foods. There will also be a line for the secondary processing of surimi and a line for secondary 
processing of fish blocks into portions and headed and gutted salmon into steaks. The Facility will have a 
single line for primary salmon processing (i.e.. heading, gutting and filleting). Such salmon then wiil be 
either flown out fresh as chilled fillets or glazed and blast frozen in preparation for cold storage as frozen 
fillets and headed and gutted salmon for later steaking.

ASC’s state of-the-art equipment will make it possible to process chilled and frozen products in a 
cost efficient manner. Strict hygiene and quality control standards, which meet or exceed U.S. inspection 
criteria, will ensure that the finished products can meet customers’ demands for the highest quality.

Employment

When fully on line. ASC's operations will provide approximately 450 new year round ;•“!>.« -.o 
Alaskans who will be employed directly at the Facility. In addition, numerous other existing and newly 
created jobs will be supported in the businesses that serve and service the Facility. For example, many 
jobs will be created in the transportation sector (airline, railroad and trucking). Also, the wages paid to the 
employees at ASC and the related service businesses will benefit the local economy according to the 
economic multiplier for the community.

While Anchorage can provide a well educated labor force. ASC wiil need to train new staff at 
many different levels of the organization. For this reason, and because ASC needs to start up new 
functions in the areas of technical operations, processing, sales/marketing, logistics and administration, a 
start up schedule for the operation has been carefully worked out. ASC’s production and service activities 
will be ramped up over several years and the employees will be hired in accordance with this schedule.

Location

The Facility’s location in Anchorage will place it close to the bottomfish harvesting grounds and at 
the center of the four major Alaskan salmon fishing areas. Anchorage is a beautiful modern city, the 
largest in Alaska, with a year-round moderate climate and a population of approximately 225.000 people. 
The Anchorage location will provide a competent and stable labor force and a readily available supply of 
workers, many already experienced in seafood processing.

Transportation of frozen raw materials to the Facility and of frozen finished products to the 
market will be by surface transportation.
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To get the chiiled fish products to the U.S. market and abroad ASC will take advantage of 
Anchorage International Airport, which is the biggest air cargo center in the U.S. The airport provides 
access to all destinations se -v ed by the eleven international and ten domestic airline companies operating 
there. Major air cargo carriers such as Japan Airlines and Korea Airlines have facilities at the airport and 
United Parcel Service and Feaeral Express have recently completed major international cargo and package 
terminals as well.

Raw Materials

ASC. with its location in Anchorage, Alaska, will have access to one of the world’s most important 
fisheries. The Alaska Seafood Center will process three of the top four fish species in the U.S., based on 
landed seafood tonnage - Alaska Pollock #1, Salmon #3, and Cod #4. In 1990, Alaska handled 5.4 billion 
pounds of landed fish, five times as much as the state with the second highest tonnage, Louisiana (which is 
predominantly shrimp). Based on the dollar amount of seafood products, Alaska handled five times as 
much fish as the second highest state. Massachusetts. Alaska is a reliable and well-managed source of hizh 
quality fish. Access to high quality raw materials is a worldwide problem for the seafood industry. In the 
northern hemisphere there are only three major areas (the North Sea in Europe, the Grand Banks of New 
England and Nova Scotia, and Alaska) that have the shallow cold water which can support commercial 
levels of bottomfishing. The processing industries of the North Sea and the Grand Banks lack adequate 
raw materials because the fish stock has been greatly overfished. Alaskan fisheries, however, are not 
overfished and are extremely well managed by Federal and State authorities. ASC will have direct access 
to the world’s largest fishery of high quality wild salmon, unlike other processors which may use farmed 
salmon, which is often of lower quality and is often chemically treated.

ASC has entered into contracts with three suppliers which either procure or otherwise control 
seafood products in adequate quantities and qualities to mors than .acct its requirements. ASC also has 
received expressions of interest from other seafood product suppliers.

Demand for Se. ood Products

As tk . U.S. population ages and becomes more health conscious. Americans are turning to fish, 
among other items, as an essential part of a healthy low cholesterol and low fat diet. Consumer 
expenditures for fish in 1990 totalled S26.7 billion, of which one-third was sold in stores (primarily 
supermarkets) and two-thirds were sold through the food service sector, including restaurants. The 
demand for seafood in the U.S. has been steadily increasing over the last ten years based on an increased 
consumption per capita and a growing U.S. population.

The National Fisheries Institute indicates that if the 20 pound per capita goal for the year 2000 is 
met (1990 consumption was 15.5 pounds per capita), U.S. consumers will eat over 53  billion pounds of 
seafood. Comparing this to the 3.9 billion pounds consumed in 1990, an additional 1.4 billion pounds of 
edible weight of seafood must enter the market by the year 2000 . 75 percent of this growth can be 
attributed to the increase in per capita consumption. Although domestic fish consumption has grown at a 
rapid rate, Americans still eat approximately one-tenth as much fish as the Japanese and one-fourth as 
much as the Europeans. ASC believes that this also supports the estimated growth of domestic 
consumption in the coming years.

ALSC0053
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The countries in the Far East, Le. Japan. Taiwan and Korea represent strong markets for seafood 
products. Because of the lack of raw material. European countries such as France, Italy and Spain aiso 
represent markets with sharply increasing demands for frozen and especially chilled seafood products.

T h e  M a rk e t

ASC has successfully developed a market niche for selling its products through extensive studies of 
the market and competitors and by working with several large buyers of seafood products. ASC’s concept 
for doing business with its customers will be:

• ASC will work with a few large customers on a long term contractual basis.

« ASC will not develop its own brand name but instead will be a reliable supplier of 
customized private label seafood products based on consistent quality and availability.

. ASC will provide its customers with a one-stop shopping program based on a full range of
value added table ready seafood products made from Alaskan raw materials.

. ASC wiil provide research and development services by working with the customers to
develop their private label program of customized products.

In this way ASC will meet the customers needs; for fewer, larger, more reliable, flexible, quality 
oriented suppliers that will work with them in a one-stop shopping program to develop and maintain their 
private label products.

ASC will sell its processed scefccd products to wholesale grocery and food service distributors, 
retail supermarket chains, institutional food service establishments, seafood ar.d famiiv style restaurant 
chains and fast food chains. ASC will market its fresh and frozen seafood products in the United States 
and abroad through a direct sales organization, brokers and distributors.

ASC contemplates that the Facility will offer services such as cold storage and freitrnt forwarding 
of chilled fish on a commercial basis.

C o ld  S torage -

ASC believes that there will be a demand for commercial cold storage services because no large- 
scale, centralized cold storage f'hlities exist in Alaska. At present, salmon cold storage is handled 
primarily by staging refrigerated vans around local processing plants during the salmon season and then 
bringing the salmon directly to Japan by tramper or taking it through Anchorage for further shipment to 
Seattle by barge for longer term storage. This approach is costly and inefficient and lowers product quality. 
Local commercial fishermen can lake advantage of ASC’s Anchorage based facility to reduce 
transportation costs and increase product quality. Alaska imports the majority of its foodstuffs from the 
Lower 45 by barge, which takes from five to seven days to reach Anchorage from Seattle. There is little 
cold storage in the State and none that could service the overall demand in Anchorage for any extended 
period of time. The State and Anchorage can take advantage of the greater flexibility by storing imported 
foodstuKs in Anchorage, he., closer to the end users.

ALSC0053
-5-
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ASC will provide freight forwarding services for chilled fish products owned by ASC and others. 
The facility will be located close to Anchorage International Airport and will have the necessary chill room 
capacity and size of operation to work with the airlines on a regularly scheduled and therefore cost efficient 
basis.

Ownership and Management of ASC

All of the outstanding stock of ASC is currently owned by members of the family of Howard M. 
Benedict, President and Chief Executive Officer of ASC. Howard M. Benedict is President of The 
Benedict Companies formed in New Haven, Connecticut in 1947, and a principal of various other 
corporate and partnership interests of the Benedict family. For 35 years, he has been actively engaged in 
commercial real estate development. Over the past several years, Mr. Benedict expanded into other 
diversified business interests. As an outgrowth of his real estate activities in Anchorage, he became 
interested in broadening his economic base in Alaska and in 1986 began work which led to the 
development of ASC. Keid Andersen, an experienced Danish seafood executive, has been appointed Chief 
Operating Officer and Managing Director of ASC.

Exyerenced Management. From 1985 to 1989, Mr. Keld Andersen, Chief Operating Officer and 
Managing Director of ASC, was the general manager of a large modern seafood processing plant. Royal 
Greenland, in Aalborg, Denmark, which produces ready-made fish dishes, smoked salmon and Greenland 
turbot, shrimp in brine and other advanced seafood products. During the Royal Greenland plant’s 
development stage, Mr. Andersen was in charge of all feasibility studies, preliminary engineering and 
construction. After completion of the Royal Greenland plant, Mr. Andersen was in charge of the entire 
processing phr.t and was also involved in the marketing and distribution of finished products. During the 
years 1975-85, Mr. Anderson was Technical Director for one of Denmark’s largest primary seafood 
processors. Skagerak Fiskeexport A/S, and General Manager for a large commercial cold storage 
operation.

Financing

Based on construction cost estimates provided by ASC, the total Facility cost is projected to be 
S146.4 million. The construction takeout and term financing structure is assumed to be a combination of 
strategic limited partnership equity and term debt.

ASC is seeking strategic partners and/or investors to invest up to 550 million equity in the 
Company. The strategic partners would provide, in addition to the capital investment, significant 
marketing and distribution expertise for the fish products produced by the Facility.

The debt financing which will be solicited from commercial banks, insurance companies and 
institutional investors will be arranged after the equity investment has been committed. The Construction 
Loan will be for 100% of the Facility cost and, at completion will be replaced by the equity investment with 
the remaining term debt amortized over seven years.

ALSC0053
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The following table shows the estim ated cost of the Facility and the sources of permanent 
financing (S in thousands).

Sources:
Senior D ebt s  ^4 3 2
Tax Exempt Debt 40,000
Equ»ty 50.000

Total Sources of Funds 5158,432

Uses:
Turnkey Fixed Price Construction Contract S 62,736
Allowance for ASC-Desienated Equipm ent 27,132
Construction C on tin g en cy ^  5,989
U n d  6,432
Construction M anagem ent 2,780
Start-Up Expenses 11,886^
Insurance "'""525
Placement. Legal. Engineering, Accounting 

and M iscellaneous Fees and Third-Party
Reimbursables g 775

Development Fee -> q q q

Lender Fees 3 254
Escalation 7199
Capitalized In terest j j 2 *

Total Construction F inancing 146.432

Working Capital Reserve 5 qqo
Debt Service Reserve 7 q q q

Total Term  Financing 158.432

Total Uses of Funds $158,432

(1) Includes a 5% building contingency and a 10% equipment contingency. 

ALSC0053
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BACKGROUND INFORMATION______________________________________________

Advantages for Alaska
• ASC will be the first major Alaska-based seafood manufacturer shipping finished value-

added products to markets in the lower '48 and overseas
• ASC has developed a business strategy to overcome Alaska's biggest manufacturing

disadvantage, its remoteness from consumer markets and higher shipping costs
• ASC will start a new Alaska infrastructure - high technology secondary fish processing

and will demonstrate for the first time that a value-added secondary processing 
plant in Alaska makes economic sense

• The $165 million ASC manufacturing facility will be designed, engineered and built by
Alaska contractors to the fullest extent possible

Impact on Anchorage
• 450 new year-round jobs and as many as 750 indirect jobs throughout Alaska
• Largest private user of electricity in the city
• Substantial new business for Alaska Railroad and Anchorage International Airport 

Impact on Alaska's Fishing Industry
• ASC will not compete with existing primary processors and will do no fishing
• ASC will make major year-round product purchases from Alaska’s primary processors

for use in secondary (value-added) processing
• ASC will have 45 million pounds of cold storage which it will make available to Alaska

processors and other Alaska firms in need of commercial cold storage
• ASC will provide reliable and economical transportation services to primary processors

To make this happen...
• ASC is not asking for any state subsidies. The AIDEA bill will authorize a bond issue

for funding which will be paid back in full by ASC on the same basis as outside 
conventional lenders

• ASC will bring to Alaska $100 million in outside funds. The State's financial participation
is necessary as outside lenders will not invest in Alaska without evidence of State 
support. The financing provided by AIDEA will not be used until after the outside 
funds are in place
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REIMBURSEMENT AGREEMENT

THIS REIMBURSEMENT AGREEMENT (herein, the ‘ Agreement") is made this 

Jx 7!u day of March, 1993, between Anchorage Fueling and Service Company 

("AFSC") and the Alaska Industrial Development and Export Autf -ity (the ‘Authority").

R E C I T A L S :

WHEREAS, pursuant to AS 44.88 (the “Act"), the purpose of the Authority is to 

promote, develop, and advance the general prosperity and economic welfare of the 

people of Alaska, to relieve problems of unemployment, and to create additional 

employment by providing means of financing and facilitating the financing of industrial, 

manufacturing, export, small business and other business enterprises, and other 

facilities, including facilities for transportation; and

WHEREAS, AFTC desires to operate a new tank farm and fuel pipelines 

connecting to its existing aircraft fueling hydrant system and supply pipelines, and is 

considering the construction of a new maintenance and operational base building and 

replacement of existing facilities (the "Facility" as more particularly described in Exhibit 

*A" attached hereto) located at the Anchorage International Airport; and

WHEREAS, to facilitate the interests of the State of Alaska, the Authority and 

AFSC in constructing and operating the Facility, the parties hereto desire to obtain all 

available information as to the Facility, including information as to the feasibility and 

planning thereof, and thereafter enter into an agreement with AFSC providing for the 

ownership, financing and management of the development of the Facility; and

WHEREAS, the Authority is willing to acquire the necessary Interest in the site 

on which the Facility is to be constructed; and
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WHERFAS, AFSC desires to lease toe Facility from the Authority, or otherwise 

enter into an agreement for the use and/or management of the Facility, providing that 

the Facility is constructed in accordance with Plans and Specifications to be later 

developed by consultants to AFSC and reviewed by the Author'ty; and

WHEREAS, the Authority encourages the use of competitive procurement 

principles in the study, development, financing, design, and construction of the Facility 

except for those portions of the Facility as to which AFSC and the Authority mutually 

determine that only one firm or a select number of firms posses the requisite 

expertise; and

WHEREAS, in connection with such review the Authority plans to retain 

feasibility, planning, financial, design and engineering consultants, as well as bond 

counsel and such other qualified professionals as are necessary as consultants to 

assist ft in obtaining and evaluating information related to the Facility and the 

development thereof and to provide professional advice to the Authority in that regard 

(the "Study); and

WHEREAS, the consultants are expected to gather and review all available 

information concerning the Facility and to inform the Authority as to, among other 

things, the adequacy of such information for making investment decisions as to the 

Facility, the nature of the financial risks involved in investment in the Facility, the 

engineering and other considerations involved in the selection and site development 

for the Facility,• and the design anconstruction of the Facility; and

A lD iA /^ nehongt Fulling m d  So/vica Ccm piny Tank Farm and Aircraft Fueling Facility 

n a jtttom m a a m  Fgm m M M
AfratfO* Page 2
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WHEREAS, Resolution No. A93-1 of the Authority provioes that the Authority 

shall enter into an agreement with AFSC i eiated to the costs of such a study and 

evaluation by the Authority and provides further that AFSC shall reimburse the 

Authority for the costs thereof, and this Agreement is intended to fulfill that require­

ment; and

WHEREAS, the Authority has determined that it is in the public interest to enter 

into this Agreement with AFSC with respect to the Facility; and

WHEREAS, the Authority and AFSC are each legally authorized to enter into this 

Agreement and each is legally authorized to perform its respective duties as set forth 

herein; and

WHEREAS, the parties hereto to expect that if the results of the Study are 

favorable they will enter into an amendment to this Agreement or an another similar 

agreement providing for the undertaking of additional pre-construction aciiv/ities and 

tasks including, but not limited to, design of the Facility.

NOW, THEREFORE, in consideration of the mutual covenants and promises 

herein contained, and for other valuable consideration, the receipt and sufficiency of 

which is acknowledged, the Authority and AFSC do hereby agree as follows:

1. Subject to the reimbursement requirements set out herein, the Authority 

agrees that it will expend not to exceed $500,000 for costs of the Study. The Authority 

shall have the sole authority to enter into contracts with the consultants and other 

professionals who will conduct the Study, shall administer such contracts and direct 

the activities of those persons working on the Study. The Authority agrees that it will

A i D E A / A n c h c  iq#  f i l l i n g  i n d  S * r * c *  C o m p a n y  T a n k  F i r m  a n d  Aircraft F o i l i n g  F t cllny

iF K B fc t Page 3
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consult with AFSC and seek the concurrence of AFSC before entering into any 

commitment or engagement as to the Study which is material.

2. If the results of the Study are favorable and the Authority and AFSC enter 

into a lease or other final agreement with respect to the use and/or management of 

the Facility, AFSC agrees that all costs of the Study incurred under this Agreement will 

be included as a qualified cost for purposes of determining any user fee, lease or 

other payment to be negotiated between the parties ("costs" of the Study as such term 

is used in this Agreement means the out-of-pocket costs of the Authority).

3. AFSC agrees to reimburse the Authority for all costs of the Study if (a) AFSC 

withdraws or otherwise declines to proceed with negotiation of an agreement providing 

for ownership, financing and management of the development of the Facility or a lease 

or other final agreement with respect to the use and/or management of the Facility, 

(b) the Authority, for whatever reason, declines to approve financing and/or 

construction of the Facility under the Development Finance program, or (c) the 

Authority and AFSC are unable to execute an agreement as to ownership, financing 

and management of development of the Facility, or a lease or other final agreement 

for use and/or management of the Facility. Payment of such costs of the Study is due 

within ninety (90) days following the date which the Authority notifies AFSC in writing 

of the amount of repayment which is due. If any portion of such amount is not timely 

paid to the Authority, interest shall accrue on the unpaid amount from the date of such 

notice by the Authority as provided in the preceding sentence at a rate per annum

AJDSA/Aneftongi Fulling tnd $kvk* Company Ttnk Ft/m tnd Alicrtrt fulling Ftcllit/ 
f k t tm b tn n u i t/ t  F Q m tm a t  
WHSPC* Pag® 4
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equal to the "Prime Rate" as reported in the Wall Street Journal plus one percent (1%), 

such rate to be adjusted quarterly of the first days of January, April, July, and October.

4. The obligation of the Authority pursuant to this Agreement is strictly limited 

to participation in the Study as described herein. The Authority may impose such 

further terms and conditions with respect to the Study as the Authority, in its sole and 

absolute discretion, determines to be reasonable and prudent.

5. AFSC may instruct the Authority to terminate the Study at any time, and the 

Authority agrees to use rts best efforts to conclude the work undertaken as part of the 

Study as economically as possible.

6. AFSC shall defend, indemnify and hold harmless the Authority from and 

against any all suits, claims, actions, losses, costs, penalties and damages (of 

whatever kind or nature, including reasonable attorney's fees and litigation costs) 

arising in favor of government agencies or third parties (including employees of the 

parties) on account of any damages arising out of, or in connection with, the Study 

or this Agreement unless due to the negligence or misconduct of the Authority or its 

contractors (excepting AFSC).

7. This Agreement shall be governed by and construed under the laws of the 

State of Alaska.

8. Any action or judicial proceeding arising out of this Agreement shall be filed 

and prosecuted in the Superior Court for the State of Alaska, Third Judicial District, 

at Anchorage.

/UD FA/Ancttenga P u tt in g  a n d  Sarvica C om pany  Tank Farm  a n d  A Jnrafl Fualing Facility

Page 5
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9. This Agreement may not be modified or amended except by a writing signed 

by the parties.

IN WITNESS WHEREOF, the parties hereto, in consideration of the mutual 

covenants set forth herein and intending to be legally bound, have caused this 

Agreement to be executed and delivered as of the date first written above.

ANCHORAGE FUELING AND 
SERVICE COMPANY

FRED KETZEBACK
Chairman

ALASKA INDUSTRIAL DEVELOPMENT 
AND EXPORT AUTHORITY

Executive Director

AlC-A/Anctwrage Fueling i/ld  S tr ic t Company Tank Farm and Aixraft Fueling Facility
fketmbunement Agrmment
tFHBfC* Page  6
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The Facility will consist of a tank farm on the west side of the Anchorage 

International Airport consisting of three 100,000 barrel steel tanks, a pump house and 

filtration building, and two 20 inch and one 8 inch buried pipelines from the tank farm 

through an existing utilidor under the north-south runway to connect to existing 

pipelines and hydrant system.

A maintenance and operational base building of approximately 16,000 square 

feet which may be included as part of the Facility will occupy a four acre site in the 

area near the domestic terminal presently utilized by Anchorage Fueling and Service 

Company for a tank farm and associated facilities.

Also under consideration for inclusion in the Facility are the replacement of old 

facilities including provisions for DART loading, DART de-fueling, refueling DART and 

hydrant cart vehicles; a meter prover-loop system; and related improvements

e x h i b i t a

Description of Tank Farm and Aircraft Fueling Facility

AJDEA/Anchortge Fueling end Service Company lank Firm and Fueling Facility 
Erfifct A to fkehnturaemant Agreement.
AFF0BFC4
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Airport Consulting Services

Post Office Box 8007
San Francisco International Airport
San Francisco. CA 94128-8007

Telephone 415 571 7722 TeeM» 415 571 5220

Office Location
160 Bovei Road
San Mateo, CA 94402-3107

M r .  J o h n  O l s o n

M a n a g e r ,  D e s i g n  a n d  C o n s t r u c t i o n  

A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  

a n d  E x p o r t  A u t h o r i t y  

4 8 0  W e s t  T u d o r  

A n c h o r a g e ,  A l a s k a  9 9 5 0 3

Re: P r o p o s a l ,  A n c h o r a g e  F u e l i n g  a n d  S e r v i c e  C o m p a n y  F i n a n c i n g

P r o j e c t ,  A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t

E n e l  ' l e t t e r  p r o p o s a l  to s e r v e  a s  a i r p o r t  c o n s u l t a n t

i n  c o n n e c t i o n  w i t h  t h e  f i n a n c i n g  o f  a  p r o p o s e d  m a j o r  f u e l i n g  

f a c i l i t y  r e l o c a t i o n  a n d  e x p a n s i o n  a t  A n c h o r a g e  I n t e r n a t i o n a l  

A i r p o r t .

W e  l o o k  f o r w a r d  to r e c e i v i n g  a n  e x e c u t e d  c o n t r a c t  f r o m  y o u .

D e a r

M i c h a e l  G. M o r o n e y  

P r i n c i p a l

M G M / e t

E n c l o s u r e

■ r .a* •
Merrtxv Ftfm 0< <»ynv«kJ Peai M,vvm. »
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Office loca tion
160 Bovei Roao
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M r .  W i l l i a m  R. S n e l l  

E x e c u t i v e  D i r e c t o r  

A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  
a n d  E x p o r t  A u t h o r i t y  

4 8 0  W e s t  T u d o r  

A n c h o r a g e ,  A l a s k a  9 9 5 0 3

Re: A n c h o r a g e  F u e l i n g  a n d  S e r v i c e  C o m p a n y  F i n a n c i n g

P r o j e c t ,  A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t

D e a r  M r .  S n e l l :

In a c c o r d a n c e  w i t h  o u r  M a r c h  10, 1993, t e l e p h o n e  c o n v e r s a t i o n ,  

K P M G  P e a t  M a r w i c k  is p l e a s e d  to s u b m i t  t h i s  l e t t e r  p r o p o s a l  tc 

s e r v e  a s  a i r p o r t  c o n s u l t a n t  i n  c o n n e c t i o n  w i t h  t h e  f i n a n c i n g  :: 

a p - ' i p o s e d  m a j o r  f u e l i n g  f a c i l i t y  r e l o c a t i o n  a n d  e x p a n s i o n  a t  

A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t  ( t h e  A i r p o r t ) .  O u r  p r o p o s a l  

c o n s i s t s  o f  t h i s  l e t t e r  a n d  i t s  a t t a c h m e n t .

B A C K G R O U N D

T h e  p r o p o s e d  f i n a n c i n g  w o u l d  b e  u n d e r t a k e n  b y  t h e  A l a s k a  

I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y  ' A I D E A )  o n  b e h a l  

t h e  a i r l i n e  c o n s o r t i u m  ( A n c h o r a g e  F u e l i n g  a n d  S e r v i c e  C o m p a n y  

[ A F S C ] )  t h a t  o p e r a t e s  t h e  f u e l i n g  f a c i l i t i e s  a t  t h e  A i r p o r t .

T h e  p r o j e c t  c o n s i s t s  c f  t h e  d e v e l o p m e n t  o f  f u e l  s t o r a g e  

f a c i l i t i e s  a t  a  n e w  s i t e  a n d  c e r t a i n  o t h e r  m o d i f i c a t i o n s  a n d  

i m p r o v e m e n t s  t o  f u e l i n g  f a c i l i t i e s  a t  t h e  A i r p o r t . T h e  f i n a n c ­

i n g  m a y  a l s o  i n v o l v e  r e f i n a n c i n g  o r  d e f e a s i n g  s o m e  e x i s t i n g  A F S C  

d e b t .  T h e  e s t i m a t e d  a m o u n t  o f  t h e  f i n a n c i n g  is a b o u t  

$ 4 0  m i l l i c n ,  a n d  is e x p e c t e d  to b e  i n  t h e  f o r m  o f  g e n e r a l  
o b l i g a t i o n  b o n d s .

G o l d m a n  S a c h s  & Co. a n d  P r u d e n t i a l  S e c u r i t i e s  I n c o r p o r a t e d  h a v e  

b e e n  s e l e c t e d  b y  t h e  A I D E A  to s e r v e  a s  u n d e r w r i t e r s  f o r  t h e  

t r a n s a c t i o n .  P u b l i c  F i n a n c i a l  M a n a g e m e n t  w i l l  s e r v e  a s  
f i n a n c i a l  a d v i s o r  f o r  tr.e t r a n s a c t i o n .

Fum ol
KVnv*kJ P»»l Mar*** .. v—
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M r .  W i l l i a m  R. S n e l l  

M a r c h  26, 1 9 9 3

R E P O R T  O F  T H E  A I R P O R T  C O N S U L T A N T

A s  y o u  i n d i c a t e d ,  o u r  r o l e  w o u l d  b e  to p r e p a r e  t h e  R e p o r t  c f  t h e  

A i r p o r t  C o n s u l t a n t ,  w h i c h  w o u l d  b e  o r g a n i z e d  i n  t h r e e  s e c t i o n s :  

b a c k g r o u n d ,  a i r l i n e  t r a f f i c  a n a l y s i s  ( m a r k e t  a n a l y s i s ) , a n d  
f i n a n c i a l  a n a l y s i s .

B a c k g r o u n d

T h e  b a c k g r o u n d  s e c t i o n  w o u l d  p r e s e n t  p e r t i n e n t  i n f o r m a t i o n  

c o n c e r n i n g  (1) t h e  A I D E A ,  (2) t h e  A F S C ,  (3) t h e  A i r p o r t ,  (4) t h e  

A i r p o r t  S y s t e m  ( i n c l u d i n g  F a i r b a n k s  I n t e r n a t i o n a l  A i r p o r t ) ,

(5) e x i s t i n g  a n d  p r o p o s e d  f u e l i n g  f a c i l i t i e s ,  (6) t h e  b a s i s  c f  

n e e d  f o r  p r o p o s e d  f u e l i n g  f a c i l i t i e s ,  i n c l u d i n g  t h e  b a l a n c e  o f  

p r o p o s e d  c a p a c i t y  a n d  d e m a n d ,  (7) t h e  c o n t r a c t u a l  b a s i s  f o r  

o p e r a t i o n  o f  t h e  f u e l i n g  s y s t e m ,  (8) e x i s t i n g  a n d  p r o p o s e d  

a g r e e m e n t s  w i t h  t h e  u s e r s  o f  t h e  s y s t e m ,  a n d  (9) a b r i e f  
d i s c u s s i o n  o f  c o m p e t i t i v e  f a c t o r s .

A i r l i n e  T r a f f i c  A n a l y s i s

T h e  a i r l i n e  t r a f f i c  a n a l y s i s  w o u l d  p r e s e n t  t h e  f o l l o w i n g :

(1) a n  a n a l y s i s  o f  t h e  d e m o g r a p h i c  a n d  e c o n o m i c  b a s i s  f o r  

a i r l i n e  t r a f f i c  i n  t h e  r e g i o n  s e r v e d  b y  t h e  A i r p o r t ,

(2) h i s t o r i c a l  a n d  f o r e c a s t  a i r l i n e  t r a f f i c  ( i n t e r n a t i o n a l  a n d  

d o m e s t i c  p a s s e n g e r  a n d  c a r g o  t r a f f i c )  a n d  f u e l  d e m a n d ,  (3) a n  

a n a l y s i s  o f  i n t e r n a t i o n a l  r e f u e l i n g  s t o p o v e r s ,  a n d  (4) a d i s c u s ­

s i o n  o f  t h e  k e y  f a c t o r s  a f f e c t i n g  f u t u r e  a i r l i n e  t r a f f i c  a n d  

d e m a n d  f o r  f u e l .  T h e  a i r l i n e  t r a f f i c  a n a l y s i s  w o u l d  i d e n t i f y  

a n d  p r e s e n t  a d i s c u s s i o n  c f  t h e  o r i g i n  a n d  d e s t i n a t i o n  p a s s e n g e r  

a n d  c a r g o  a c t i v i t y  a t  t h e  A i r p o r t  ( t h a t  is g e n e r a t e d  b y  t h e  

A n c h o r a g e  r e g i o n ) , c a r g o  t r a n s i t  a c t i v i t y ,  a n d  r e f u e l i n g  

s t o p o v e r  a c t i v i t y .  W e  w o u l d  g i v e  p a r t i c u l a r  a t t e n t i o n  t o  a 

r e v i e w  o f  c h a n g i n g  a i r  s e r v i c e  p a t t e r n s  f o r  p a s s e n g e r  a n d  c a r g o  

a i r l i n e s .  T h e  a n a l y s i s  w i l l  f o c u s  o n  t h e  m a r k e t  a s  a w h o l e ,  n e t  
o n  t h e  n e e d s  o f  s p e c i f i c  a i r l i n e s .

A i r l i n e  T r a f f i c  F o r e c a s t s . T h e  b a s e  c a s e  f o r e c a s t  o f  

a i r l i n e  t r a f f i c  w o u l d  b e  b a s e d  o n  t h e  a n a l y s i s  c f  t h e  

d e m o g r a p h i c  a n d  ec .:cmic b a s e s  f o r  a i r l i n e  t r a f f i c  a t  t h e  

.Airport, ’’n d  d i s c u s s i  :ns w i t h  t h e  a i r l i n e s  s e r v i n g  t h e  Airport, 

r e g a r d i n g  t h e i r  p r o j e c t e d  t r a f f i c  a n d  t h e i r  k e y  a s s u m p t i o n s  
r e g a r d i n g  a i r l i n e  t r a f f i c .
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I n  a d d i t i o n ,  t o  f a c i l i t a t e  t h e  s e n s i t i v i t y  a n a l y s i s ,  a l t e r n a t i v e  

h i g h  a n d  l o w  f o r e c a s t s  o f  a i r l i n e  t r a f f i c  w o u l d  b e  p r e s e n t e d .

T h e  f o r e c a s t  p e r i o d  w o u l d  e x t e n d  f i v e  y e a r s  b e y o n d  t h e  e s t i m a t e d  

c o m p l e t i o n  d a t e  o f  t h e  p r o j e c t .

A s  p a r t  o f  o u r  c u r r e n t  m a s t e r  p l a n n i n g  a s s i g n m e n t  a t  t h e  

A i r p o r t ,  w e  a r e  p r e p a r i n g  g e n e r a l i z e d  f o r e c a s t s  o f  a i r l i n e  

a c t i v i t y  f o r  p l a n n i n g  p u r p o s e s  o n l y .  T h e  f o r e c a s t s  w o u l d  p r o ­

v i d e  t h e  b a s i s  f r o m  w h i c h  w e  w o u l d  d e v e l o p  f o r e c a s t s  s u i t a b l e  
f o r  f i n a n c i n g  p u r p o s e s .

T h e  m a s t e r  p l a n  f o r e c a s t s  a r e  p r e p a r e d  f o r  l o n g - t e r m  f a c i l i t i e s  

p l a n n i n g ,  i n  t e r m s  o f  p l a n n i n g  a c t i v i t y  l e v e l s  t h a t  c o r r e s p o n d  

t o  A i r p o r t  f a c i l i t i e s  r e q u i r e m e n t s  i n  5-, 10-, a n d  2 0 - y e a r  

i n c r e m e n t s .  F o r e c a s t s  f o r  f i n a n c i n g  p u r p o s e s  r e f l e c t  t h e  m o s t  

l i k e l y  l e v e l  o f  a c t i v i t y  f o r  t h e  i m m e d i a t e  p e r i o d  f o l l o w i n g  

c o m p l e t i o n  o f  t h e  p r o j e c t ,  a n d  a r e  t y p i c a l l y  d e v e l o p e d  f o r  a 
s h o r t e r  t i m e  h o r i z o n .

I n  a d d i t i o n ,  t h e  f o r e c a s t s  f o r  t h e  f i n a n c i n g  o f  t h e  p r o p o s e d  

f u e l  p r o j e c t  w o u l d  p l a c e  p a r t i c u l a r  e m p h a s i s  o n  a c t i v i t y  t h a t  

s p e c i f i c a l l y  a f f e c t s  f u e l  f l o w a g e  a t  t h e  A i r p o r t ,  i n c l u d i n g  

t r a n s i t  a n d  r e f u e l i n g  a i r c r a f t  a c t i v i t y ;  t h e  m a s t e r  p l a n  

f o r e c a s t s  a r e  m o r e  b r o a d - b a s e d  t o  c o n s i d e r  o v e r a l l  A i r p o r t  

f a c i l i t i e s  p l a n n i n g .  F u r t h e r ,  t h e  m a s t e r  p l a n  f o r e c a s t s  d o  n o t  

i n c l u d e  t h e  s e n s i t i v i t y  a n a l y s e s  t h a t  w o u l d  b e  c o n s i d e r e d  i n  

f o r e c a s t i n g  a i r l i n e  t r a f f i c  f o r  t h e  p r o p o s e d  f i n a n c i n g .

S p e c i f i c  f o r e c a s t s  o f  f u e l  d e m a n d ,  a n d  a n  a n a l y s i s  o f  t h e  

c o m p e t i t i v e  f a c t o r s  a f f e c t i n g  f u e l  d e m a n d ,  w o u l d  b e  d e v e l o p e d  
f c r  t h e  p r o p o s e d  f i n a n c i n g .

C o m p e t i t i v e  F a c t o r s  A f f e c t i n g  F u e l  D e m a n d . O n  t h e  b a s i s  ■; 

t h e  f o r e c a s t s  o f  a i r l i n e  t r a f f i c  ( a i r c r a f t  o p e r a t i o n s  i n  

p a r t i c u l a r ) ,  a s  w e l l  a s  h i s t o r i c a l  a n d  p r o j e c t e d  t r e n d s  i n  

a i r c r a f t  f u e l i n g  a c t i v i t y ,  f u e l  d e m a n d  a t  t h e  A i r p o r t  w o u l d  b e  

f o r e c a s t .  T o  f o r e c a s t  f u e l  d e m a n d ,  w e  w o u l d  r e v i e w  k e y  f acto: 

a f f e c t i n g  a i r l i n e s '  f u e l i n g  d e c i s i o n s ,  i n c l u d i n g  (1) u n i t  p r i c e ,

(2) a l t e r n a t i v e  s u p p l y  ( i n c l u d i n g  t a n k e r i n g  a n d  t r u c k i n g  of 

f u e l ) ,  (3) d i v e r s i o n  cf t r a f f i c ,  a n d  (4) c o n t r a c t u a l  o r  e t h e r  

o b l i g a t i o n s .  W e  w o u l d  a l s o  r e v i e w  t h e  c a p a c i t y  o f  t h e  A i r p c r t  

a n d  a v a i l a b i l i t y  o f  A . r p o r t  f a c i l i t i e s  ' f u e l i n g ,  a i r f i e l d ,  e t c . )  

t o  a c c o m m o d a t e  passer, c e r  a n d  c a r g o  o p e r a t i o n s  i m p l i e d  b y  f u e l i n g  

d e m a n d s .  T h e  f o r e c a s t  f f u e l  d e m a n d  w o u l d  b o  b a s e d  o n  t h e  c a s e  

c a s e  f o r e c a s t  o f  a i r l i n e  t r a f f i c .  In a d d i t i o n ,  t o  f a c i l i t a t e  

t h e  s e n s i t i v i t y  a n a l y s i s ,  a n  a l t e r n a t i v e  l e w  f u e l  d e m a n d  

f o r e c a s t  w o u l d  b e  p r e ; a r e d  t o  a c c o m m o d a t e  e i t h e r  (1) t h e
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a l t e r n a t i v e  l o w  f o r e c a s t  o f  a i r l i n e  t r a f f i c ,  (2) a d v e r s e  e f f e c t s  

o f  p r i c e  a n d / o r  o t h e r  c o m p e t i t i v e  f a c t o r s  o n  f u e l  d e m a n d ,  o r

(3) s o m e  c o m b i n a t i o n  o f  t h e  two.

E i a a p f i i a i  .A n a l y s i s
T h e  f i n a n c i a l  a n a l y s i s  w o u l d  p r e s e n t  t h e  f o l l o w i n g :  (1) t h e

f r a m e w o r k  o f  t h e  r e l a t i o n s h i p  b e t w e e n  t h e  A I D E A  a n d  t h e  A F S C ,

(2) a n  a n a l y s i s  o f  t h e  f i n a n c i a l  o p e r a t i o n s  o f  t h e  A F S C ,

(3) p r o j e c t  c o s t  e s t i m a t e s  ( S o u r c e :  A F S C ) ,  (4) p r o j e c t

f i n a n c i n g - - s o u r c e s  a n d  u s e s  o f  f u n d s  ( S o u r c e :  u n d e r w r i t e r s ) ,

(5) a n n u a l  d e b t  s e r v i c e  a n d  o t h e r  r e q u i r e m e n t s ,  i n c l u d i n g  s t a t u s  

o f  o u t s t a n d i n g  d e b t  ( S o u r c e :  u n d e r w r i t e r s ) ,  (6) f u e l  s y s t e m

o p e r a t i n g  a n d  m a i n t e n a n c e  e x p e n s e s  ( f r o m  c u r r e n t  c o s t  e x p e r i e n c e  

b y  A F S C  i n  A n c h o r a g e  a n d  i n f o r m a t i o n  p r o v i d e d  b y  A F S C ) ,

(7) c a l c u l a t i o n  o f  t h e  f u e l i n g  s y s t e m  r e v e n u e  r e q u i r e m e n t ,  a n d

(8) c a l c u l a t i o n  o f  a v e r a g e  f u e l i n g  c o s t  p e r  g a l l o n  a n d  p e r  

a i r c r a f t  d e p a r t u r e .

T o  p r e p a r e  t h e  f i n a n c i a l  a n a l y s i s ,  w e  w o u l d  r e v i e w  t h e  e s t i m a t e d  

c o s t s ,  s c h e d u l e ,  a n d  c a s h  d r a w d o w n s  f o r  t h e  p l a n n e d  i m p r o v e m e n t s  

t o  b e  i n c l u d e d  i n  t h e  b o n d  f i n a n c i n g ,  a s  p r o v i d e d  b y  t h e  p r o j e c t  

e n g i n e e r s .  W e  w o u l d  a l s o  r e v i e w  a n d  i n c o r p o r a t e  r e l e v a n t  

i n f o r m a t i o n  o n  t h e  p l a n  o f  f i n a n c e  p r o v i d e d  b y  t h e  s e n i o r  

u n d e r w r i t e r  a n d  o t h e r  m e m b e r s  o f  t h e  f i n a n c e  t e a m .  W e  w o u l d  

a l s o  r e v i e w  t h e  b o n d  a u t h o r i z i n g  l e g i s l a t i o n  ( b o n d  i n d e n t u r e /  

s t a t u t e s ) . C o m m e n t s  o n  t h e s e  d o c u m e n t s  w o u l d  b e  p r e s e n t e d  to 

t h e  A I D E A  a n d  i t s  b o n d  c o u n s e l ,  f i n a n c i a l  a d v i s o r s ,  

u n d e r w r i t e r s ,  a n d  t h e  A F S C  a t  a r e v i e w  m e e t i n g .

B a s e  C a s e . T h e  b a s e  c a s e  f i n a n c i a l  a n a l y s i s  w o u l d  b e  b a s e d  

o n  t h e  b a s e  c a s e  f o r e c a s t  of a i r l i n e  t r a f f i c  a n d  f u e l  d e m a n d  a t  

t h e  A i r p o r t ,  f r o m  t h e  r e s u l t s  o f  t h e  a i r l i n e  t r a f f i c  a n a l y s i s .

S e n s i t i v i t y  A n a l y s i s . I n  a d d i t i o n  t o  t h e  b a s e  c a s e  

f i n a n c i a l  a n a l y s i s ,  o u r  r e p o r t  w o u l d  p r e s e n t  t h e  r e s u l t s  of a 

s e n s i t i v i t y  a n a l y s i s  o f  t h e  e f f e c t s  o n  t h e  f o r e c a s t  f i n a n c i a l  

r e s u l t s  o f  l o w e r  a i r l i n e  t r a f f i c  a n d  r e d u c e d  f u e l  d e m a n d  b a s e d  

o n  t h e  r e s u l t s  o f  t h e  a i r l i n e  t r a f f i c  a n a l y s i s .

T h e  a b i l i t y  o f  t h e  A F S C  m e m b e r  a i r l i n e s  c o l l e c t i v e l y  to p a y  t h e  

f e e s  a n d  c h a r g e s  n e c e s s a r y  to s u p p o r t  t h e  f i n a n c i n g  is a 

d e r i v a t i v e  o f  (1) t h e  s t r e n g t h  o f  t h e  o r i g i n  a n d  d e s t i n a t i o n  

m a r k e t s  a t  t h e  A i r p o r t ,  (2) t h e  d e m a n d  f o r  s t o p o v e r  a n d  t r a n s i t  

a c t i v i t y ,  (3) c o m p e t i t i v e  f a c t o r s  a f f e c t i n g  f u e l  d e m a n d ,  a n d
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(4) t h e  f o r e c a s t  l e v e l  o f  f e e s  a n d  c h a r g e s  r e q u i r e d  t o  a m o r t i z e  

t h e  p r o j e c t ,  a l l  o f  w h i c h  w o u l d  b e  a n a l y z e d  a n d  p r e s e n t e d  i n  t h e  

r e p o r t ,  u n d e r  b o t h  b a s e  c a s e  a n d  s e n s i t i v i t y  c a s e  a s s u m p t i o n s .  

T h i s  i n f o r m a t i o n  w o u l d  b e  p r o v i d e d  to P u b l i c  F i n a n c i a l  M a n a g e ­

m e n t  f o r  a i r l i n e  c r e d i t  a n a l y s i s .  P u b l i c  F i n a n c i a l  M a n a g e m e n t ' s  

a i r l i n e  c r e d i t  a n a l y s i s  w o u l d  n o t  b e  i n c l u d e d  i n  o u r  r e p o r t .

O u r  r e p o r t  w o u l d  b e  p r e p a r e d  i n  a f o r m a t  s u i t a b l e  f o r  i n c l u s i o n  

i n  a n  O f f i c i a l  S t a t e m e n t  f o r  t h e  s a l e  o f  b o n d s ,  a s  w e l l  a s  to 

a c c o m m o d a t e  A I D E A  c o n f o r m i t y  w i t h  r e q u i r e m e n t s  o f  t h e  f i n a n c e  

p l a n  u n d e r  A S  4 4 . 8 8 . 1 7 3  a n d  3 A A C  9 9 . 5 1 0 ,  a n d  w o u l d  b e  m a d e  

a v a i l a b l e  t o  r a t i n g  s e r v i c e s ,  b o n d  i n s u r a n c e  c o m p a n i e s ,  a n d  

i n s t i t u t i o n a l  a n d  r e t a i l  i n v e s t o r s  in c o n n e c t i o n  w i t h  t h e  

m a r k e t i n g  o f  t h e  b o n d s .  If o u r  r e p o r t  is i n c l u d e d  o r  r e f e r r e d  

to i n  t h e  O f f i c i a l  S t a t e m e n t ,  it m u s t  b e  i n c l u d e d  i n  i t s  
e n t i r e t y .

C O N T R A C T U A L  B A S I S

W e  w o u l d  p r e p a r e  t h e  R e p o r t  o f  t h e  A i r p o r t  C o n s u l t a n t  d e s c r i b e d  

a b o v e  u n d e r  t h e  t e r m s  a n d  c o n d i t i o n s  o f  o u r  P r o f e s s i o n a l  

S e r v i c e s  A g r e e m e n t  ( t h e  A g r e e m e n t )  d a t e d  O c t o b e r  29, 1 9 9 2 ,  

b e t w e e n  t h e  S t a t e  o f  A l a s k a  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  

P u b l i c  F a c i l i t i e s  a n d  K P M G  P e a t  M a r w i c k ,  w h i c h  e x p i r e s  

O c t o b e r  31, 1 9 9 4 .  I n  a d d i t i o n  t o  t h e  t e r m s  a n d  c o n d i t i o n s  i n  

t h e  A g r e e m e n t ,  o u r  s e r v i c e s  w o u l d  b e  p e r f o r m e d  i n  a c c o r d a n c e  

w i t h  t h e  G e n e r a l  C o n d i t i o n s  R e g a r d i n g  F i n a n c i a l  S t u d i e s  f o r  

P u b l i c  O f f e r i n g s ,  i n c l u d e d  a s  A t t a c h m e n t  A  t o  t h i s  l e t t e r .

E e f o r e  w e  i s s u e  o u r  f i n a l  r e p o r t ,  w e  w o u l d  r e q u i r e  a l e t t e r  f r o m  

t h e  C h a i r m a n  o f  t h e  A F S C  i n d i c a t i n g  t h a t  h e  h a s  r e v i e w e d  o u r  

r e p o r t ,  p r o v i d e d  u s  w i t h  a l l  r e l e v a n t  i n f o r m a t i o n ,  a n d  c o n c u r s  

w i t h  t h e  a s s u m p t i o n s  a n d  f i n a n c i a l  f o r e c a s t s  c o n t a i n e d  i n  t h e  

r e p o r t .  W e  w o u l d  a l s o  r e q u i r e  a l e t t e r  f r o m  t h e  E x e c u t i v e  

D i r e c t o r  o f  t h e  A I D E A  s t a t i n g  t h a t  t h e  A I D E A  h a s  m a d e  a v a i l a b l e  

to u s  a l l  r e l e v a n t  i n f o r m a t i o n  c o n c e r n i n g  t h e  f i n a n c i n g  a r r a n g e ­

m e n t  d e s c r i b e d  i n  t h e  r e p o r t ,  a n d  c o n c u r s  w i t h  t h e  

c h a r a c t e r i z a t i o n  c f  t h a t  f i n a n c i n g  a r r a n g e m e n t .

If t h i s  p r o p o s a l  is a c c e p t a b l e ,  w e  r e q u e s t  t h a t  t h e  S t a t e  of 

A l a s k a  D e p a r t m e n t  of T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s  a m e n d  

o u r  A g r e e m e n t  t o  (1) a u t h o r i z e  t h e  w o r k  d i s c u s s e d  h e r e i n  a n d

(2) e x t e n d  t h e  t e r m  •... t h e  e x p e c t e d  c o m p l e t i o n  d a t e  o f  t h i s  
f i n a n c i n g .
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P R O F E S S I O N A L  S E R V I C E S  F E E  A N D  F I N A N C I N G  S C H E D U L E

W e  p r o p o s e  to u n d e r t a k e  t h i s  e n g a g e m e n t  f o r  a  f i x e d  f e e  of 

$ 7 0 , 0 0 0  p l u s  o u t - o f - p o c k e t  e x p e n s e s  ( n o t  to e x c e e d  $ 1 5 , 0 0 0 )  f or 

a i r f a r e ;  l o d g i n g ,  m e a l s ,  a n d  g r o u n d  t r a n s p o r t a t i o n  w h i l e  i n  t h e  

f i e l d ;  t e l e p h o n e ,  p o s t a g e ,  c o m p u t e r  s e r v i c e s ,  a n d  e x p r e s s  m a i l  

s e r v i c e s ;  a n d  p r i n t i n g  a n d  o t h e r  r e p o r t  p r o d u c t i o n  c o s t s .  T h e  

d i s t r i b u t i o n  o f  f e e s  a n d  e s t i m a t e d  s c h e d u l e  f o r  e a c h  t a s k  is a s  
f o l l o w s :

Schedule from
Task Fixed Fee Not-to-exceed start date

Airline Traffic Analysis $15,000 $ 5 weeks

Financial Analysis 25,000 -- 3 weeks

Report of the Airport 
Consultant

20,000 -- 3 w e e k s (a)

Meetings and Coordination 10,000 -- Ongoing

Expenses -- 15.000 n . a .

Total $70,000 $15,000 n . a .

(a) Complete draft report.

A s  s h o w n ,  w e  w o u l d  e x p e c t  to p r o d u c e  a c o m p l e t e  d r a f t  r e p o r t  

e i g h t  w e e k s  f r o m  t h e  p r o j e c t  s t a r t  d a t e .  R e v i e w  a n d  r e v i s i o n  c 

t h e  r e p o r t  w o u l d  f o l l o w ,  b a s e d  o n  t h e  s c h e d u l e  o f  t h e  f i n a n c e  

t e a m .  W e  w o u l d  p r e p a r e  a d r a f t  f i n a l  r e p o r t  f o r  p r e s e n t a t i o n  t 

t h e  r a t i n g  a g e n c i e s .  W e  w o u l d  t h e r e a f t e r  f i n a l i z e  t h e  r e p o r t  

f o r  i n c l u s i o n  in t h e  O f f i c i a l  S t a t e m e n t .  T h e  b u d g e t  a s s u m e s  

t h e r e  w o u l d  b e  n o  n e e d  f o r  m a t e r i a l  c h a n g e s  i n  t h e  f i n a l  
v e r s i o n .

T h i s  p r o p o s e d  f e e  is p r e d i c a t e d  o n  t h e  a s s u m p t i o n  t h a t  t h e  

p r o j e c t  w i l l  m o v e  f o r w a r d  e x p e d i t i o u s l y  a n d  t h a t  t h e  f i n a n c i n g  

w i l J  b e  c o n c l u d e d  w i t h i n  f o u r  m o n t h s  c f  t h e  p r o j e c t  s t a r t  d a t e .  

If t h e  f i n a n c i n g  is d e l a y e d  f o r  a n y  r e a s o n  a f t e r  w e  h a v e  

p e r f o r m e d  a s u b s t a n t i a l  p o r t i o n  o f  o u r  w o r k  o r  if s i g n i f i c a n t  

t i m e  p a s s e s  a n d  s u b s e q u e n t  e v e n t s  n e c e s s i t a t e  t h e  u p d a t e  o f  t h e  

r e p o r t ,  w e  r e s e r v e  t h e  r i g h t  t o  r e q u e s t  a n  i n c r e a s e  i n  t h e  f e e  

to c o v e r  a n y  i n c r e a s e d  c c s t  t h a t  m a y  r e s u l t  f r o m  s u c h  d e l a y .

T h e  f e e  e s t i m a t e  is c a s e d  o n  a n  a s s u m p t i o n  o f  f o u r  w o r k i n g  g r c u  

m e e t i n g s  a n d  p r e p a r a t i o n  c f  t w o  d r a f t s  o f  o u r  r e p o r t ;  a d d i t i c n a  

m e e t i n g s ,  i n c l u d i n g  a n y  m e e t i n g s  r e q u i r e d  i n  c o n n e c t i o n  w i t h  

r a t i n g  a g e n c y / c r e d i t  a n a l y s i s  p r e s e n t a t i o n s ,  if r e q u i r e d ,  w o u l d  

b e  b i l l e d  i n  a d d i t i o n  r. a t i m e - a n d - m a t e r i a l s  b a s i s .
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Q U A L I F I C A T I O N S  A N D  E X P E R I E N C E

O u r  e x p e r i e n c e  w i t h  a i r p o r t  f u e l i n g  s y s t e m s  h a s  b e e n  d e v e l o p e d  

t h r o u g h  t h e  p e r f o r m a n c e  o f  g e n e r a l  s t u d i e s  i n v o l v i n g  a i r p o r t  

m a s t e r  p l a n n i n g  a n d  f i n a n c i a l  p l a n n i n g  a n d  s p e c i f i c  s t u d i e s  

i n v o l v i n g  f u e l i n g  s y s t e m  r e q u i r e m e n t s ,  f u e l i n g  s y s t e m  b u s i n e s s  

p l a n n i n g ,  a n d  f u e l i n g  s y s t e m  f i n a n c i a l  f e a s i b i l i t y  s t u d i e s .  

T h r o u g h  t h i s  e x p e r i e n c e ,  w e  h a v e  d e v e l o p e d  a n  u n d e r s t a n d i n g  o f  

c u r r e n t  a i r l i n e  i n d u s t r y  p r a c t i c e s  r e l a t e d  t o  c u r r e n t  t r e n d s  in 

f u e l i n g  s y s t e m  b u s i n e s s  a r r a n g e m e n t s  a t  s o m e  o f  t h e  c o u n t r y ' s  

b u s i e s t  a i r p o r t s .

A s  y o u  m a y  k n o w ,  w e  p r o v i d e d  s i m i l a r  s e r v i c e s  in c o n n e c t i o n  w i t h  

t h e  i s s u a n c e  o f  i n d u s t r i a l  d e v e l c p m e n t  b o n d s  f o r  t h e  e x p a n s i o n  

o f  t h e  a i r l i n e  f u e l i n g  s y s t e m  a t  L a m b e r t - S t .  L o u i s  I n t e r n a t i o n a l  

A i r p o r t .  A l s o ,  w e  h a v e  r e c e n t l y  c o m p l e t e d  a s e r i e s  o f  f u e l i n g  
s y s t e m  s t u d i e s  f o r  M a s s p o r t  ( B o s t o n  L o g a n  I n t e r n a t i o n a l  

A i r p o r t ) , i n c l u d i n g  a s u r v e y  o f  f u e l  s y s t e m  f a c i l i t i e s  a n d  

m a n a g e m e n t  a t  m a j o r  U.S. a i r p o r t s .  I n  a d d i t i o n ,  w e  h a v e  b e e n  

i n v o l v e d  i n  a  v a r i e t y  o f  p l a n n i n g  a n d  b u s i n e s s  c o n s u l t i n g  

e f f o r t s  r e g a r d i n g  t h e  d e v e l o p m e n t  a n d  o p e r a t i o n  o f  a i r l i n e  

f u e l i n g  f a c i l i t i e s  a t  a n u m b e r  o f  o t h e r  l a r g e  h u b  a i r p o r t s .

F o r  t h e  S t a t e  o f  A l a s k a  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  

F a c i l i t i e s ,  w e  p r e p a r e d  f o r e c a s t s  o f  a i r l i n e  t r a f f i c  a n d  f u e l  

s y s t e m  t h r o u g h p u t  in a s s o c i a t i o n  w i t h  a i r l i n e  n e g o t i a t i o n s  in 

1 9 8 4  a n d  t h e  1 9 8 6  S e r i e s  G  S t a t e  o f  A l a s k a  I n t e r n a t i o n a l  A i r p o r t  

R e v e n u e  B o n d s .  I n  1987, w e  u p d a t e d  t h e  f o r e c a s t  o f  a i r l i n e  

a c t i v i t y  a t  t h e  A i r p o r t .  T h e r e f o r e ,  w e  a r e  f a m i l i a r  w i t h  t h e  

A i r p o r t ,  i t s  e x i s t i n g  f a c i l i t i e s ,  a i r i i n e  o p e r a t i o n s  i n  

A n c h o r a g e ,  t h e  A i r p o r t  t r a f f i c  m i x ,  a n d  t r e n d s  i n  t h e  i n d u s t r y .

F i n a l l y ,  w e  h a v e  e x t e n s i v e  e x p e r i e n c e  in a i r p o r t  f i n a n c i n g  a n d  

i n  p r e p a r i n g  f e a s i b i l i t y  s t u d i e s  t h a t  e x p l a i n  a n d  d o c u m e n t  t h e  

f i n a n c i a l  a s p e c t s  o f  c o m p l i c a t e d  f i n a n c i n g / l e a s i n g  s t r u c t u r e s  

r e l a t e d  t o  a i r p o r t  f a c i l i t i e s .  W e  b e l i e v e  t h a t  w e  c a n  p r o v i d e  

t h e  A I D E A  w i t h  a r e p o r t  t h a t  w i l l  b e  e f f e c t i v e  i n  e x p l a i n i n g  t h e  

c o m p l i c a t e d  n a t u r e  c f  t h i s  f i n a n c i n g ,  t h e r e b y  e n h a n c i n g  t h e  

m a r k e t a b i l i t y  o f  t h e  b e n d s .
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W e  v e r y  m u c h  a p p r e c i a t e  t h e  o p p o r t u n i t y  t o  p r e s e n t  t h i s  p r o p o s a l  

a n d  l o o k  f o r w a r d  to t h e  o p p o r t u n i t y  t o  p a r t i c i p a t e  i n  t h i s  

f i n a n c i n g .  If y o u  h a v e  a n y  q u e s t i o n s  o r  i f  w e  c a n  b e  o f  f u r t h e r  

a s s i s t a n c e ,  p l e a s e  c a l l  m e  a t  (415) 5 7 1 - 7 7 2 2 .

R e s p e c t f u l l y  s u b m i t t e d ,

M i c h a e l  G. M o r o n e y  

P r i n c i p a l

M G M / e t

E n c l o s u r e

(I)



3 E N E R A L  C O N D I T I O N S  R E G A R D I N G  

F I N A N C I A L  S T U D I E S  F O R  F U B L I C  O F F E R I N G S

A t t a c h m e n t  A.

W i t h  r e g a r d  t o  s e r v i c e s  t o  b e  p r o v i d e d  b y  K P M G  F e a t  M a r w i c k  in 

c o n n e c t i o n  w i t h  t h e  p r o p o s e d  f u e l i n g  s y s t e m  f i n a n c i n g  p r o g r a m  b y  

t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y  ( A I D E A ) , 

t h e  f o l l o w i n g  g e n e r a l  c o n d i t i o n s  s h a l l  a p p l y :

A . U s e  o f  R e p o r t s

A n y  d r a f t  o r  p r e l i m i n a r y  f i n a n c i a l  r e p o r t s  p r e p a r e d  b y  u s  a r e  

t o  b e  u s e d  s o l e l y  f o r  t h e  i n t e r n a l  p u r p o s e s  o f  A I D E A  a n d  f o r  

d i s c u s s i o n  a n d  c o o r d i n a t i o n  w i t h  m e m b e r s  o f  AIDEA.'s f i n a n c i a l  

w o r k i n g  g r o u p ,  i n c l u d i n g  A F S C .  A n y  s u c h  d r a f t  o r  p r e l i m i n a r y  

r e p o r t s  a r e  n o t  t o  b e  m a d e  a v a i l a b l e  t o  a n y  o t h e r  p a r t y  o r  t o  

b e  u s e d  f o r  s e c u r i n g  f i n a n c i n g  o r  f o r  a n y  o t h e r  p u r p o s e .

It is u n d e r s t o o d  t h a t  o u r  f i n a l  R e p o r t  o f  t h e  A i r p o r t  

C o n s u l t a n t  m a y  b e  i n c l u d e d  i n  a p r o s p e c t u s  o r  o f f e r i n g  c i r c u l a r  

t o  b e  i s s u e d  i n  c o n n e c t i o n  w i t h  t h e  p r o p o s e d  f i n a n c i n g .  W e  

w i l l  c o n s e n t  t o  s u c h  u s e  o f  o u r  f i n a l  r e p o r t  p r o v i d e d  t h a t :

1. . T h e  r e p o r t  w i t h  a t t a c h m e n t s ,  a s s u m p t i o n s ,  a n d  f i n a n c i a l

e x h i b i t s  i s  i n c l u d e d  i n  i t s  e n t i r e t y  i n  a n y  s u c h  p r o s p e c t u s  

o r  o f f e r i n g  c i r c u l a r .

2. W e  a p p r o v e  i n  a d v a n c e  a n y  r e p r o d u c t i o n  o f  o u r  r e p o r t  o r  

p a r t  t h e r e o f  o r  a n y  r e f e r e n c e  t o  t h e  r e p o r t  o r  P e a t  

M a r w i c k ' s  e n g a g e m e n t  i n c l u d e d  i n  t h e  p r o s p e c t u s  o r  o f f e r i n g  

c i r c u l a r  o r  t r a n s m i t t e d  t o  o t h e r  p a r t i e s .

It is f u r t h e r  u n d e r s t o o d  t h a t  a n y  i n f o r m a t i o n  q u o t e d  o r  

a b s t r a c t e d  f r o m  o u r  r e p o r t  a n d  r e p r o d u c e d  i n  t h e  p r o s p e c t u s  o r  

o f f e r i n g  c i r c u l a r  w i l l  m a k e  a p p r o p r i a t e  r e f e r e n c e  t o  (1) t h e  

s o u r c e s  f o r  a n d  a s s u m p t i o n s  u n d e r l y i n g  s u c h  i n f o r m a t i o n ,  a s  

d e s c r i b e d  i n  o u r  r e p o r t ,  a n d  (2) t h e  n e e d  f o r  t h e  r e p o r t  t o  b e  

r e a d  i n  i t s  e n t i r e t y  f o r  a n  u n d e r s t a n d i n g  c f  t h e  i n f o r m a t i o n  

a n d  t h e  u n d e r l y i n g  a s s u m p t i o n s .

e  . I n fo rm a tio n  Sources
T h e  data*, i n f o r m a t i c n ,  a n d  a s s u m p t i o n s  u s e d  t o  d e v e l o p  t h e  

f i n a n c i a l  f o r e c a s t s  w i l l  b e  d e r i v e d  f r r m  p u b l i s h e d  i n f o r m a t i c s ,  

a n d  o t h e r  a p p r o p r i a t e  s o u r c e s .  W e  w i l l  n o t  a s s u m e  r e s p o n s i ­

b i l i t y  f o r  t h e  a c c u r a c y  o f  s u c h  d a t a ,  i n f o r m a t i o n ,  a n d  

a s s u m p t i o n s .
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A n y  f i n a n c i a l  f o r e c a s t  i s  s u b j e c t  t o  u n c e r t a i n t i e s .  I n e v i t a ­

bly ,  s o m e  a s s u m p t i o n s  u s e d  t o  d e v e l o p  t h e  f o r e c a s t s  w i l l  n o t  b e  

r e a l i z e d ,  a n d  u n a n t i c i p a t e d  e v e n t s  a n d  c i r c u m s t a n c e s  m a y  o c c u r .  

T h e r e f o r e ,  w e  c a n n o t  p r o v i d e  a n y  f o r m  o f  a s s u r a n c e  t h a t  t h e  

f o r e c a s t s  w i l l  b e  a c h i e v e d .  T h e  a c t u a l  f i n a n c i a l  r e s u l t s  

a c h i e v e d  w i l l  v a r y  f r o m  t h o s e  f o r e c a s t ,  a n d  t h e  v a r i a t i o n s  m a y  

b e  m a t e r i a l .  O u r  r e p o r t  w i l l  c o n t a i n  s t a t e m e n t s  d r a w i n g  a t t e n ­

t i o n  t o  t h e s e  u n c e r t a i n t i e s .

D. A I D E A  a n d  A F S C  R e p r e s e n t a t i o n s

B e f o r e  w e  i s s u e  o u r  f i n a l  r e p o r t ,  w e  w i l l  r e q u i r e  a l e t t e r  

f r o m  t h e  C h a i r m a n  o f  t h e  A F S C  s t a t i n g  t h a t  (1) t h e y  h a v e  

m a d e  a v a i l a b l e  t o  u s  a l l  r e l e v a n t  i n f o r m a t i o n  o f  w h i c h  t h e y  

a r e  a w a r e ,  (2) t h e y  c o n s i d e r  t h e  a s s u m p t i o n s  u n d e r l y i n g  t h e  

f i n a n c i a l  f o r e c a s t s  t o  b e  r e a s o n a b l e  a n d  a p p r o p r i a t e  a n d  

r e f l e c t  e x p e c t e d  c o n d i t i o n s  a n d  e x p e c t e d  c o u r s e  o f  a c t i o n ,  

a n d  (3) t h e y  a g r e e  w i t h  a n d  a d o p t  t h e  f o r e c a s t s  as 

r e p r e s e n t i n g ,  t o  t h e  b e s t  o f  t h e i r  k n o w l e d g e  a n d  b e l i e f ,  t h e  

e x p e c t e d  f i n a n c i a l  p o s i t i o n  a n d  r e s u l t s  o f  o p e r a t i o n s  o f  t h e  

A F S C .  W e  w i l l  a l s o  r e q u i r e  a l e t t e r  f r o m  t h e  E x e c u t i v e  

D i r e c t o r  o f  t h e  A I D E A  s t a t i n g  t h a t  t h e  A I D E A  h a s  m a d e  

a v a i l a b l e  t o  u s  a l l  r e l e / a n t  i n f o r m a t i o n  c o n c e r n i n g  t h e  

f i n a n c i n g  a r r a n g e m e n t  d e s c r i b e d  i n  t h e  r e p o r t ,  a n d  c o n c u r s  

w i t h  t h e  c h a r a c t e r i z a t i o n  o f  t h a t  f i n a n c i n g  a r r a n g e m e n t .

E . P r o j e c t  C o s t s  a n d  S c h e d u l e

B e f o r e  w e  i s s u e  o u r  f i n a l  r e p o r t ,  w e  m a y  r e q u i r e  a w r i t t e n  

o p i n i o n  f r o m  t h e  l e g a l  c o u n s e l  f o r  t h e  A I D E A ,  p r o f e s s i o n a l  

e n g i n e e r s ,  a n d / o r  t h e  C h a i r m a n  o f  t h e  A F S C ,  a s  a p p r o p r i a t e ,  

s t a t i n g  t h a t  t h e  p r o j e c t s  a n d  i m p r o v e m e n t s  t o  b e  f i n a n c e d  w i l l  

c o m p l y  w i t h  a p p l i c a b l e  r e g u l a t i o n s  a n d  t h a t  t h e  e s t i m a t e d  c o s t s  

a n d  s c h e d u l e  f o r  t h e  p l a n n e d  p r o j e c t s  a n d  i m p r o v e m e n t s  a r e  

r e a s o n a b l e  a n d  a c h i e v a b l e .

F . N o  O b l i g a t i o n  t o  U p d a t e  R e p o r t

O u r  f i n a l  r e p o r t  w i l l  b e  d a t e d  a s  o f  t h e  d a t e  w e  c o m p l e t e  c u r  

w o r k .  It is u n d e r s t o o d  t h a t  w e  w i l l  h a v e  n o  r e s p o n s i b i l i t y  or 

o b l i g a t i o n  t o  u p d a t e  t h e  f i n a l  r e p o r t  o r  t o  r e v i s e  t h e  a s s o c i ­

a t e d  f i n a n c i a l  f o r e c a s t s  b e c a u s e  o f  e v e n t s ,  c i r c u m s t a n c e s ,  or 

t r a n s a c t i o n s  o c c u r r i n g  a f t e r  t h e  d a t e  o f  t h e  r e p o r t .  W e  w i l l  

n o t  i s s u e  a n y  f o r m  :f " c o m f o r t  l e t t e r "  o r  o t h e r  a s s u r o r . z e  

r e g a r d i n g  t h e  e f f o r t s  o f  a n y  s u c h  s u b s e q u e n t  e v e n t s ,  

s t a n c e s ,  o r  trar.sa i o n s  o n  t h e  c o n c l u s i o n s  o f  c u r  r e o o r t .

1. A c h i e v a b i l i t y  o f  F o r e c a s t s



Mo C o n t i n g e n t  :ees

It is u n d e r s t o o d  t h a t  n e i t h e r  o u r  f e e s  n o r  t h e  pavrr.er.h -.he 

w i l l  b e  c o n t i n g e n t  u p o n  t h e  r e s u l t s  o f  o u r  w o r k  o r  u p o n  y o  

o b t a i n i n g  t h e  p r o p o s e d  f i n a n c i n g .

G e n e r a l  C o n d i t i o n s

W e  w o u l d  e x p r e s s  n o  o p i n i o n  a s  t o  t h e  a b i l i t y  o f  i n a i v i d u a  

a i r l i n e s  o r  A F S C  m e m b e r s  c o l l e c t i v e l y  t o  p a y  s c h e d u l e d  

r a t e s .




