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O FFERED  IN  THE HO USE B Y  R EPR ESEN T A T IV E  BU N D E

Page 1, line 2, follow ing “Airport”:

Insert “on aircraft with a seating capacity o f 60 or more passengers”

Page 2, line 9, follow ing “Airport” :

Insert “ on aircraft with a seating capacity o f 60 or more passengers”
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Date Referred to Committee: March 31, 1999 FURTHER REFERRALS:

Date of Committee Action:_________ I ^  °1

The FINANCE Committee considered: HCR 3

HOUSE CONCURRENT RESOLUTION NO. 3 PASSENGER FACILITY CHARGES AT ANCHORAGE

Relating to use of passenger facility charges at the Anchorage International Airport.

recommends it fce replaced
with the following committee substitute

[ J additional referral t o ________________
[ | attached amendments)

ADOPTS:_____________________________

Committee

____________________________Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dep0 APPROVES PREVIOUS:

| ] fiscal note(s) [ ] fiscal note(s)

[ ] the same title 
[ ] a new title
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FISCAL NOTE

STATE OF ALASKA BILL NO. HCR 3
1999 LEGISLATIVE SESSION

Dept. Affected: DOT&PF
Title: "An Act Relating to use of passenger facility ch rges BRU:________

at the Anchorage International Airport." Components:________
Sponsor: House Transportation Committee_______ _______
Requestor: (H) TRA___________________________  Serial#_______

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)
OPERATING FY 00 FY 01 FY 02 FY 03 FY 04 FY 05
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants, Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL 0.0| 0.0| 0.0 0.0 0.0 0.0

REVENUE 0.01 0.0 0.0 0.0 0.0 0.0

FUNDING: (THOUSANDS OF DOLLARSj
General Fund
Federal Fund
Other
TOTAL 0.0 0.0 0.0 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

ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY)

Note: This bill may imply a fiscal note because of the message it conveys (asking to establish a fee). 
However, the resolution itself carries no fiscal impact.

Prepared by: Ted Peats, Committee Aide____________ Date: 03/03/99____________
House Transportation Committee_______ Phone: 465-2679____________

Phone: 465-2679____________
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FISCAL NOTE

STATE OF ALASKA BILL NO. HCR 3
1999 LEGISLATIVE SESSION

Dept. Affected: DOT&PF
Title: ' An Act Relating to use of passenger facility charges_________________ BRU:_____

at the Anchorage International Airport.” Components:____________
Sponsor: House Transportation Committee_______ ________
Requestor: (H) TRA__ Serial#______________________________

FY 03 FY 04 FY 05

0.0 0.0 0.0

|C A P IT A L 0 .0 0.0 0.0 0.0 | 0 .0 0 .0

R EV E N U E I o.o| 0 .0 0 .0 0.0 0 .0 0 .0

F U N D IN G : (T H O U S A N D S  O F D O L L A R S )
G en era l Fund  
F edera l Fund  
O ther
T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

P O S IT IO N S :
F u ll-T im e
P art-T im e
T em p o ra ry

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

A N A L Y S IS : (A T T A C H  A  S E P A R A T E  P A G E  IF N E C E S S A R Y )______________________________________________

N ote: Th is  b ill m a y  im p ly  a fisca l no te  b eca u s e  of the m e s s a g e  it c o n v e y s  (a sk in g  to  e s ta b lis h  a fe e ). 
H ow ever, th e  re s o lu tio n  itse lf carries  rio fisca l im pact.

Prepared by: Ted Peats, Committee Aide____________Date: 03/03/99____________
House Transportation Committee_______ Phone: 465-2679____________

'V A o m J L s ______ Phone: 465-2679____________
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B E F O R E  T H E  A L A S K A  S T A T E  L E G I S L A T U R E  / H O U S E  F I N A N C E  
C O M M I T T E E - R E :  H C R  03 - A P R I L  13, 1999

M is t e r  C h a i r m a n  a n d  M e m b e r s  o f  t h e  C o m m i t t e e :

M y  n a m e  is P a u l  L a n d i s .  I a m  a  V i c e  P r e s i d e n t  fo r  E r a  A v i a t i o n  a n d  a n  
E x e c u t i v e  B o a r d  m e m b e r  o f  t h e  A n c h o r a g e  A i rpo r t  Af fa irs  C o m m i t t e e .  T h e  
v i e w s  e x p r e s s e d  t o d a y  o u t l i n e  t h e  p o s i t i o n  o f  E r a  A v i a t i o n .

W i t h  r e s p e c t  to P a s s e n g e r  F a c i l i t y  C h a r g e s ,  E r a  A v i a t i o n  h a s  m a d e  its 
p o s i t i o n  c l e a r  t h a t  w e  o p p o s e  t h e  im p l e m e n t a t i o n  P F C ’s a t  t h e  A n c h o r a g e  
I n t e r n a t i o n a l  A i rpo r t  a s  it is c u r r e n t l y  s t r u c t u r ed .  O u r  c h i e f  c o n c e r n  
r e v o l v e s  a r o u n d  t h e  e x e m p t i o n s  tha t  a p p l y  to s e l e c t  a i r  c a r r i e r s ,  b a s e d  o n  
t h e  m a r k e t s  t h e y  s e r v e .

O f  t h e  t h r e e  r e g i o n a l  a i r  c a r r i e r s  b a s e d  in A n c h o r a g e ,  t h e  c o l l e c t i o n  o f  
P F C ’s  w o u l d  fa l l  s o l e l y  o n  E r a  A v i a t i o n .  W i t h  t h e  e x c e p t i o n  o f  l l i a m n a ,  
e v e r y  E r a  d e s t i n a t i o n  w o u l d  b e  s u b j e c t  to P F C s  b y  v i r t ue  o f  t h e  f a c t  tha t  
t h e y  a r e  c o n n e c t e d  to A n c h o r a g e  e i t h e r  b y  r o a d  o r  t h e  m a r i n e  ferry 
s y s t em .  T h e  so- ca l l e d  "rural e x em p t i o n "  t h a t  is m o v i n g  f o rw a r d  in F e d e r a l  
l e g i s l a t i o n  e x e m p t s  c o m m u n i t i e s  n o t  c o n n e c t e d  to t h e  N a t i o n a l  H i g h w a y  
S y s t e m .  T h i s  is a n  i n e q u i t y  tha t  s i n g l e s  o u t  b o t h  E r a  a n d  its p a s s e n g e r s .

T h e  s a m e  S e n a t e  Bi l l  a l s o  e x e m p t s  ca r r i e rs  in A l a s k a  f rom  c o l l e c t i n g  P F C s  
a b o a r d  a n  a i rc ra f t  h a v i n g  a  s e a t i n g  c a p a c i t y  o f  l e s s  t h a n  20 p a s s e n g e r s .
E r a  c u r r e n t l y  o p e r a t e s  18 p a s s e n g e r ,  37 p a s s e n g e r  o r  50 p a s s e n g e r  
a i rcraft .  P a s s e n g e r  l o a d s  c a n  j u m p  in  t h e  f ina l  h o u r s  b e f o r e  d e p a r t u r e  
j u s t i f y i n g  a n  u p g r a d e  f r om  t h e  18 s e a t  a ircraft  to t h e  37 s e a t  a ircra ft .  T h e  
r e v e r s e  is a l s o  t rue .  T h e r e  a r e  t im e s  w h e n  w e  c h a n g e  a i r c ra f t  t y p e s  fo r 
o u r  o w n  c o n v e n i e n c e  fo r  r e a s o n s  u n r e l a t e d  to p a s s e n g e r  l o a d s .  In a n y  
c a s e ,  it is n o t  r e a l i s t i c  to h a v e  a  two  t ier p r i c i n g  s t r u c t u r e  in a  c o m m o n  
m a r k e t  w h e r e b y  p a s s e n g e r s  r id ing  o n  t h e  l a r g e r  a i rc ra f t  p a y  m o r e  t h a n  
t h o s e  o n  a  s m a l l e r  a ircra ft .  It w o u l d  b e  im p o s s i b l e  to c o l l e c t  P F C s  in 
a d v a n c e ,  n o t  k n o w i n g  w h i c h  a ircra ft  w o u l d  b e  o n  w h a t  f l ight . T h e  20 
p a s s e n g e r  s e a t  e x e m p t i o n  p l a c e s  a n  i n s u r m o u n t a b l e  b u r d e n  o n  E r a  
A v i a t i o n .



W h i l e  E r a  A v i a t i o n  d o e s  n o t  q u e s t i o n  t ha t  P F C ’s  c o u l d  p r o v i d e  a  r e l i a b l e  
r e v e n u e  s t r e a m  to t h e  A n c h o r a g e  I n t e r n a t i o n a l  A i rpor t , it s t r ik es  u s  a s  
t e r r ib l y  i n e f f i c i e n t  to first id en t i f y  a  s o u r c e  o f  r e v e n u e ,  a n d  t h e n  p r o p o s e  to 
c h o k e- o f f  t h e  f u n d i n g  w i t h  e x e m p t i o n s  tha t  h a v e  n o t h i n g  to d o  w i t h  t h e  
m o v e m e n t  o f  p a s s e n g e r s  t h r o u g h  a  t e rm i n a l  fac i l i t y .

B e y o n d  t h e  a r e a  o f  e x e m p t i o n s ,  w e  a r e  c o n c e r n e d  o v e r  t h e  
d i s p r o p o r t i o n a t e  ta x  o n  a  $55.00 o n e  w a y  f a r e  to K e n a i  v e r s e s  a  $350.00 
o n e  w a y  f a r e  to S e a t t l e .  T h e  s a m e  $3.00 P F C  w o u l d  b e  c o l l e c t e d  for 
e i t h e r  t i cke t ,  h o w e v e r ,  o n  t h e  l o c a l  f a re  it r e p r e s e n t s  j u s t  o v e r  5 %  o f  t h e  
tota l v a l u e  o f  t h e  t icket .  O n  t h e  S e a t t l e  fa re ,  t h e  P F C  r e p r e s e n t s  n ine- 
t e n t h s  o f  o n e  p e r c e n t  o f  t h e  tota l t i c ke t  p r i c e .  R e s i d e n t s  o f  t h e  K e n a i  
P e n i n s u l a  s h o u l d  no t  b e  s u b j e c t e d  to s u c h  u n b a l a n c e d  t a x a t i o n .

W i t h  r e s p e c t  to r e g i o n a l  c a r r i e r s  in A l a s k a ,  e i t h e r  all s h o u l d  b e  r e q u i r e d  to 
c o l l e c t  P F C s  - w i t h  n o  e x e m p t i o n s  w h a t s o e v e r  - o r  all e x c l u d e d .  E r a  
A v i a t i o n  c l e a r l y  p r e f e r s  th e  la tter a p p r o a c h .  H o w e v e r ,  w e  a r e  w i l l i n g  to 
s e e k  e q u i t a b l e  a l t e r n a t i v e  s o l u t i o n s .  O n e  a p p r o a c h  m i g h t  b e  fo r r e g i o n a l s  
to c o l l e c t  a  P F C  for A n c h o r a g e ,  b u t  o n l y  if in c o n j u n c t i o n  w i t h  a  d o w n l i n e  
t i cke t ,  e . g . ,  a  p a s s e n g e r  t r a v e l l i n g  K e n a i  to A n c h o r a g e  and beyond.

A l t h o u g h  I a m  c o m m e n t i n g  c u r r e n t l y  o n  H C R  3, I l i k e  to a l s o  e x p r e s s  E r a  
A v i a t i o n ’s  s u p p o r t  fo r H B  84 a u t h o r i z i n g  r e v e n u e  b o n d s  fo r  t h e  A n c h o r a g e  
I n t e r n a t i o n a l  A irpor t .

T h a n k  y o u  for y o u r  c o n s i d e r a t i o n  o f  E r a  A v i a t i o n ' s  p o s i t i o n  o n  th is  i s s u e .
I’ll b e  g l a d  to a n s w e r  a n y  q u e s t i o n  t h a t  y o u  m i g h t  h a v e .



S p o n s o r  S t a t e m e n t  f o r  H C R  3

In  1990, Congress passed a law to allow publicly owned airports to collect user fees 
called Passenger Facility Charges. The state o f A laska owns and operates 170 airports 
stateswide and, to date, has not elected to pardcipate in the PFC  program. In contrast, 
the city owned airports o f  Juneau and Ketchikan have each implemented Passenger 
Facility Charges.

Passenger Facility Charges are a flat user fee collected at the rime o f  ticket purchase, in 
most cases the fee is $3.00. Funds collected through the P FC  mechanism may only be 
used for specific, p ;e-approved projects that directly benefit airport users. A ll major 
airlines serving Anchorage International support the implementation o f  P FC s with the 
exception o f E R A  Aviation.

Passenger Facility Charges are being paid now by Alaskans who travel out-of-state or to 
Juneau or Ketchikan. In  the case o f travel outside o f A aska, tbe money collected from 
Alaskans goes to outside airports like SeaTac, Salt Lake, or San Francisco, all o f  whom 
collect passenger facility charges. Anchorage International is losing up to $10,000 per 
day in missed PFC  revenues to the benefit o f  many outside airports.

The current expansion o f Anchorage International Airport is a prime example o f  a 
capital project that could benefit from the implementation o f  a Passenger Facility Charge 
program. While the Department o f Transportation does not need direct legislative 
approval to implement a PFC  program, HCR 3 is an important step in bringing the 
public into the PFC  discussion.



S a m p le  I t in e r a r ie s  w ith  a n d  w ith ou t P F C 's
* Indicates PFC Participating Airport

With PFC's Without PFC's
Departure PFC Departure PFC
Itinerary Collected Itinerary Collected
‘Kenai $3.00 ‘ Kenai $3.00
‘Anchorage $3.00 Anchorage $0
‘ Seattle $0 ‘Seattle $3.00
‘San Deigo $0 ‘San Deigo $0
Return Return
‘ San Deigo $0 ‘ San Deigo $3.00
‘ Seattle $3.00 ‘Seattle $3.00
‘Anchorage $3.00 Anchorage $0
‘ Kenai $0 ‘ Kenai $0

Departure
Itinerary

PFC
Collected

Departure
Itinerary

PFC
Collected

‘Anchorage $3.00 Anchorage $0
‘Juneau $0 ‘Juneau $0
Return Return
‘Juneau $3.00 ‘Juneau $3.00
‘Anchorage $0 Anchorage $0

With PFC's Without PFC's
Departure PFC Departure PFC
Itinerary Collected Itinerary Collected
Fairbanks $0.00 Fairbanks $0.00
‘Anchorage $3.00 Anchorage $0.00
‘Juneau $3.00 ‘Juneau $3.00
‘ Ketchikan $0.00 ‘ Ketchikan $0.00
Return Return
‘ Ketchikan $0 ‘ Ketchikan $3.00
‘ Juneau $3.00 ‘Juneau $3.00
‘Anchorage $3.00 Anchorage $0
Fairbanks $0 Fairbanks $0

Departure PFC Departure PFC
Itinerary Collected Itinerary Collected
‘Anchorage $3.00 Anchorage $0
‘Seattle $0 ‘Seattle $0
Return Return
‘ Seattle $3.00 ‘ Seattle $3.00
‘Anchorage $0 Anchorage $0
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R e p r e s e n ta t iv e s :

1 a m  h e re  r e p r e s e n t i n g  t h e  t h o u s a n d s  o f  y o u r  n e ig h b o r s  in 
A n c h o ra g e  t h a t  g o  t o  w ork  e a c h  d a y , v o lu n te e r  e n d l e s s  h o u r s  a  
w eek, a n d  w ith  o u r  l a s t  b i t  o f  s t r e n g t h  c o m e  h o m e  t o  h u g  o u r  
loved o n e s  g o o d  n ig h t .  In t h e  b a c k  o f  o u r  m in d s  w e w o rry  a b o u t  
t h e  all t h e  c u t  b a c k s  in j o b s  a n d  c o m m u n ity  s e r v e r s .  W e c a n  fa ll 
a s l e e p  know ing y o u  a r e  p ro b a b ly  lay ing  a w a k e  w o rry in g  h o w  t o  v o te  
t h e  n e x t  d a y . W e fe e l a s s u r e d  s in c e  w e on ly  h a v e  t h e  P a ily  N ew s t o  
k e ep  u s  In fo rm e d , t h a t  y o u  will. O u r A n c h o ra g e  C o m m u n ity  
C o u n c ils  m e e t  o n c e  a  m o n th .  W h a t  h a p p e n s  a t  t h e  A i r p o r t  is  o f  
o u r  concern  a n d  o u r  b u s in e s s .  W e n e e d  t o  be  k e p t  in fo rm ed  s o  w e 
c a n  l e t  y o u  know  ho w  w e w ould  like y o u  t o  v o te  f o r  u s .  T h e  a v e r a g e  
A la s k a n  d o e s  n o t  h a v e  a  c lu e  t h a t  c u t t i n g  b a c k  Is m e a n t  fo r  u s ,  
n o t  f o r  p e t  p r o je c t s .

I v e ry  co n cern ed  a b o u t  t h i s  bill. W h ere  a s  a  f a c i l i ty  c h a r g e  w ould  
b e  a  g o o d  s o u r c e  o f  f u n d s  f o r  f u t u r e  r e p a i r s .  L e t  I t  b e  j u s t  f o r  
t h a t ,  a n d  n e t  t o  b e  u s e d  f o r  t h e  e x p a n s io n  d e b t .  J u s t  l a s t  w eek  
DOT a n d  t h e  A i r p o r t  E x p a n s io n  T e a m  s a t  b e fo re  y o u  a n d  p r o m is e d  
t o  s t a y  on b u d g e t  a n d  t h a t  t h e  e x p a n s io n  w ould n o t  e f f e c t  t i c k e t  
p r ic e s .  I d o  fe e l t h e  t im in g  Is w ro n g . B y  p a s s in g  t h i s  bill now , w e 
a r e  s e n d in g  a  m e s s a g e  t h a t  w e e x p e c t  t h e  p r o j e c t  t o  g o  o v e r  
b u d g e t ,  s o  w e will s e t  u p  a  t r u s t  fu n d  f o r  th e m .  L e t  t h e m  s h o w  
g o o d  I n te n t io n s  by  s c a l in g  b a c k , o r  e c h o  S e n a t o r  P e a c r e 's  t h r e a t  
t o  s c r a t c h  t h e  w ho le  p r o je c t ,
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1 a m  w e a ry  o f  h e a r in g  how  all t h e  A irlin es  in full a g r e e m e n t .  F ive 
y e a r s  a g o  w e w e re  in o u r  g lo ry . T ra v e le r s  w e re  e n jo y in g  reco rd  low 
a i r f a r e s ,  w e h ad  c o m p e t i t i o n  w ith  M ark A ir in t h e  s k ie s .  T im e s  h a v e  
c h a n g e d  a n d  A ir  C a r r ie r s  d o  n o t  w a n t  t o  ro c k  t h e  p la n e  a n d  b e  
o u t c a s t e d  l a t e r .  T h ey  a r e  c o u n t in g  o n  y o u  t o  h e a r  t h e i r  s i l e n t  
c r ie s .  a r e  c o u n t in g  o n  y o u  t o  p u t  u s  f i r s t  by  g e t t i n g  t h e  big 
p ic tu r e  o f  w h a t  is  t o  c o m e  d o w n  t h e  road. I u rg e  t o  n o t  l e t  
A la s k a  A ir lin e s  a n d  i t s  p u p p e t s  s w a y  y o u r  v o te  on  t h i s  bill o r  
H 6  6 4 .  S e n d  t h e m  a  m e s s a g e  now , s o  t h e y  will n o t  b e  b a c k  n e x t  
y e a r .  If y o u  a llo w  t h i s  bill t o  m o v e  fo rw ard , p u t  a  s p e c ia l  l im ita t io n  
&n w h e re  t h e  f u n d s  c a n  b e  u s e d  fo r .
A sk  t h e  A la s k a n  P e o p le  w h a t  t h e y  w a n t  a n d  t h e y  will te l l-y o u  th e y , 
w a n t  .lovV a ir fa re s  a n d  c o m p e tit io n  in a i r  c a r r i e r s .
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approve a $25 million band issue 
for start-up construction costs.

The Federjil Aviation Admin­
istration thinks the DOT may 
be misrepresenting to the Leg­
islature federal funds that may 
be used to repay the bonds. 
Officials want to be sure funds 
disbursed as outlined in.the 
FAA’s $48 million letter of 
intent to Anchorage Interna­
tional Airport, issued last sum­
mer, will be used for intended 
airside improvements, and not 
on the terminal project.

At the same time, there is 
concern about the absence of 
passenger facility charge rev­
enues in the funding 6tream,

w u u iu a  w u m ; tv c o

h ea rin g  early- th is  m o n th  in
oimeau.' ' ‘ ' y .................. ’

The hearingwaa conducted by 
TVansportation Committee chair 
Beverly Masek, R-Willow, after 
TVansportation Sub-committee 
hearings by John Cowdery, R- 
Anchorage, who has been exam­
ining the need for passenger 
facility charges at Anchorage 
International Airport 

■ Masek passed the request 
from the House TVansportation 
Committee to the House 
Finance Committee.

Among concerns of legisla­
tors, trustees for the’ Alaska 
International Airport System, 
arc missing PFC revenues,

CL* WAU 1UU caoc w/ lui uic irx
project, and see PFGs as a 
means to help defray them, and 0fi
avoid increased ticket prices. pa

Some airlines have suggest- ifl>
ed that over the next five years, w(
based on its track record so far, th
before the airport project is 
completed, costs will reach th
$500 million. po

Alaska Airlines, Reeve AI
Aleutian Airways and North- D<
em Air Cargo testified to a spe- tic
eial legislative sub-committee P°
in. favor of PFCs thac PFCs er
needs to be part of the funding
stream at AIA .. t e

* '  CO"FAA officials say AIA could 
be collecting an average of ^

Anchorage airport losing $10,000 daily, FAA says
By Rob Stapleton

Jo u rn a l reporter

Because it still 
isn’t collecting pas­
senger facility 
charges, Anchorage 

International Airport is losing 
as much as $10,000 daily in 
revenue, according to Ron 
Simpson, manager of the Air­
ports Division of the Federal 
Aviation Administration’s Alas­
ka Region, about the

PFCs amount to a $3 
charge for the first two and 
last two enplanements of a 
round-trip ticket, for a maxi­
mum of $ 12 per ticket.

Controversy over the possible 
issue of $25 million in bonds to 
help start construction of a $234 
million terminal expansion and 
renovation at AIA has forced 
Alaska legislators to examine 
the funding for that project.

According to state Depart­
ment of Transportation offi­
cials, the $25’ million is not cov­
ered by a federally guaranteed 
$32 million letter of credit pro­
vided by the FAA.

“This is what we all dreaded 
and tried to avoid,” said Butch 
Hallford, vice president of postal 
operations for Northern Air 
Cargo. "This has all the indica­
tions of a runaway project that 
will eventually cost Alaska $500 
million before it is through."

AIA recently received a $180 
million bond issue for construc­

tion, approved by last year’s 
Legislature. Initial construction 
plans called for a mix of bonds, 
funds from the FAA (including 
Airport Improvement Projects, 
Capitol Improvement Projects 
and Letter of Intent monies ), 
Federal Highway Administra­
tion grants and PFCs to help 
pay for the project.

Legislators, the FAA and 
AIA airlines have testified that 
the airport should be charging 
PFCs, so that the cost of doing 
business around the airport 
will not increase. State TVans­
portation officials have Tcfuscd 
to apply with the FAA to receive 
them and are instead waiting 
for Congress to pass special 
exemptions into law. Those 
would exempt aircraft in Alaska 
with 20 seats or less, communi­
ties not on a highway or marine 
highway system, and cities with 
populations less than 10,000.

“This is absolutely uncon­
scionable,” said Dave Jensen, 
vice president at Reeve Aleutian 
Airways. "This should have 
been part of the original funding 
stream.” Department of Trans­
portation and Public Facilities 
Commissioner Joe Perkins 
promised AIA signatories that 
PFCs would be added to the 
funding stream, but now offi­
cials are stalling, Jensen said.

According to Deputy Trans­
portation Commissioner Kurt 
Parkan, the department wants 
to avoid controversy and scruti­
ny from Interior airlines Opcrat-

pn
ing at Fairbanks International ap 
Airport, which is also part of the jgj 
Alaska International Airport fa  
System. Most Fairbanks air^j™ 
taxis and airlines oppose charg-'* 
ing PFCs, because the msoority ^  
of their passengers live in nc 
remote villages and are without w, 
other transportation options. ^  
The Senate recently stalled the 
FAAReauthorization Bill, which 
includes funding for qualifed jj. 
projects nationwide along with aj 
the PFC exemptions. g{

"I now doubt that the reau­
thorization bill, with the Alaska M 
exemptions, will be debated r, 
this session,” said Mitch Rose, ^  
chief of staff for Sen. Ted q  
Stevens, R-Alaska. ^

PFCs have been the topic of aj 
debate in Juneau in the past 
few weeks. A special meeting ^  
was conducted in Anchorage on 
March 8, between Transporta- 0I 
tion and AIA officials, to consid- ^  
er a strategy on the implemen- ^  
tation of PFCs for the Alaska 
International Airport System. ^  

Lynn Leibovitz, a former 
consultant to AIA on PFCs, was 
among those who attended, and 
has been asked to work with ,
the airport again on this issue, 1 
according to Parkan.

TVansportation Department 
documents show that AIA draft- w
ed a PFC application in 1996, k?
but let it expire after objections 
from Alaska Natives in Fair- tt
banks. According to FAA studies, si
-------------------------------------------- gl

Contin uedon Page 24 bi



Passenger fees meet Interior opposition
Continued, from  Page 11

Alaska Natives would make up the major­
ity of passengers who pay PFCs, on flights 
from villages to Fairbanks and back, aver­
aging less than $200. Another FAA study, 
in 1992, indicated PFCs could gamer $7.7 
million yearly from 29 rural villages.

Art Warbelow, president of Warbelow’s 
Air Ventures in Fairbanks —• considered a 
Robin Hood by some — has campaigned 
against PFCs. Warbelow flew Natives 
from villages to Fairbanks in 1996 to tes­
tify against the issue, before state, FAA 
and Senate Finance Committee leaders.

“Once again we will pull out the stops 
and let the governor and commissioner 
know how people feel about PFCs here in 
the Interior,” Warbelow said recently. “If

we have to, we will fly to Juneau and let 
the whole Legislature know how vil­
lagers feel about paying this fee.”

Parkan recently told this newspaper | 
that the Department of Transportation '■ 
was in favor of PFCs and would apply to 
the FAA to collect them. But according to ■ 
FAA officials, to date no communication i 
from the department or the commission- I 
er’s office about a draft or application to 
authorize AIA to collect PFCs has not J 
been received.

Rep John Cowdery, R-Anchorage, j 
recently introduced a draft resolution to 
implement PFCs at AIA and to apply the 
funds to the current funding stream. Hie 
Legislature can put. tliis to a vote if DOT ; 
does not make the application.



F I S C A L  N O T E

S T A T E  O F  A L A S K A  B ILL  N O .  H C R  3
1 9 9 9  L E G I S L A T I V E  S E S S I O N

Title: "An Act Relating to use of passenger facility charges
at the Anchorage International Airport."

Sponsor: House Transportation Committee_________
Requestor: (H) TRA_______________________________

Dept. Affected: DOT&PF
BRU:_________

Components:_________

Serial # '

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)
OPERATING FY 00 FY 01 FY 02 FY 03 FY 04 FY 05
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants, Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL 0.0 0.0 0.0 0.0 0.0 0.0

REVENUE o.ol 0.0 0.0 u.o 0.0 0.0

FUNDING: (THOUSANDS OF DOLLARS;
General Fund 
Federal Fund 
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
Full-Time
Part-Time
Temporary

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY)_________________________________________

Note: This bill may imply a fiscal note because of the message it conveys (asking to establish a fee). 
However, the resolution itself carries no fiscal impact.

Prepared by: Ted Peats, Committee Aide_____________  Date: 03/03/99

House Transportation Committee________  Phone: 465-2679

P h o n e :

P A G E  1

465-2679

O F 1
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of Transportation Anchor^. Alaska
Federal Aviation 99513-7587
Administration

U.S. Deportment Alaskan Region 222 W. 7th Avenue #14

February 18, 1999

The Honorable Jerry Ward, Chair 
Senate Transportation Committee 
Alaska State Capitol 
Room #423 
Juneau, Alaska 99801

The Honorable Beverly Masek, Chair 
House Transportation Committee 
Alaska State Capitol 
Room #432 
Juneau, Alaska 99801

Dear Senator Ward and Representative Masek;

Testimony on the Passenger Facility Charge Program

I appreciate this opportunity to share our perspective on the benefits of 
implementing a Passenger Facility Charge program at Anchorage International 
Airport (ANC) in order to provide additional revenues for the terminal 
redevelopment project.

The Department of Transportation has requested an additional $25 million in new 
revenue bonding authority from the legislature to complete the financing package 
for the ANC terminal redevelopment project. PFC’s can be used to supplement 
the available financing, or fill the funding shortfall without incurring an additional 
$25 million in bond debt for the State of Alaska.

By implementing PFC's, ANC will generate at least $5 to 6.5 million in additional 
revenues annually. The airport will be required to give up 50% of its passenger 
entitlement funds; about $1.5 million annually, however the result is a net gain of 
$3.5 to 5 million In revenues annually. The foregone 50% of passenger 
entitlement funds would go to smaller airports, which could benefit other Alaska 
airports.

The FAA has supported the ANC terminal redevelopment project with a Letter of 
Intent (LOI), which is a long term commitment of Airport Improvement Program 
(AIP) discretionary funds, $32 million for reimbursement over ten years.
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A N C  has  com m itted a  m a jor portion of its A IP entitlem ent funds to the term ina l 
red eve lo pm en t pro ject. P F C ’s ca n  be used in con junct ion w ith  A IP  and  the  LO I 
to lim it the bond  debt, reduce  the term o f the bonds, or offset the f in a n c in g  
cha rges .

T h e  P F C  app lica t io n  a nd  approva l process requires full p u b lic  d isc losu re , 
in c lu d ing  p u b lic  hearings , consu lta tion w ith the a ir lines and  tenants , co n s en su s  
w ith  the  p roposed pro jects, and  pub lica tion in the Federa l R eg is te r for p u b lic  
com m ent.

P F C ’s are co llected  for pro jects pre-approved by the FAA and  are pro ject 
spec if ic . For exam p le , if A N C  w ere approved to co llect P FC 's for o n ly  the 
term ina l red eve lopm en t project, w hen  the pro ject is com p le te  and  the bo nd  debt 
is pa id  off, the P FC  co lle c t io n  w ou ld  be term inated. A N C  w ou ld  h a v e  to re-apply 
to co lle c t PFC 's for future projects.

T h e  FAA  encou rages airports to take advantage of every a va ila b le  fund ing  
sou rce  w hen  financ ing  airport infrastructure deve lopm ent pro jects. P F C ’s are the 
m ost v ia b le  fund ing sou rce  for large airport infrastructure d e ve lo pm en t pro jects 
s u ch  as the term ina l redeve lopm en t project A N C  is undertak ing .

F a ilu re  to im p lem ent a P F C  program m ay im pact an  airport’s ab ility  to re ce iv e  
A IP  d iscretionary funds, w h ich  are a llocated on a com petitive  bas is . For 
exam p le , if A N C  w ere com peting  for discretionary funds w ith a no the r airport that 
has  im p lem en ted  P F C ’s a n d  taken advantage of every a va ila b le  fund ing  source , 
then  *he o ther airport w ou ld  more likely be awarded A IP d iscretionary funds to 
com p le te  the  f inanc ing  package for its projects.

T he re  are o ve r SuO airports approved for co llection of P F C ’s, a n d  m ore than  100 
m ore app lica t io ns  currently in  process. Estim ated co llections , b a sed  o n  current 
approva ls , for January 1,1999 through D ecem ber 31,1999, w ill e x c e e d  $1.4 
b illion . P F C  co lle c t io n  of $1.4 b illion annua lly  is vastly a pp roa ch ing  the  A IP  
R eauthor iza t ion le ve l of $1.95 b illion  for fisca l year 1999. T he re  a re  o ver 3500 
airports e lig ib le  to com pete  for lim ited A IP funds.

J uneau  Internationa l a nd  Ketch ikan International Airports are a pp ro ved  for P FC  
co lle c t io n . J uneau ’s P F C  app lica tion was approved in  April a nd  co lle c t io n  b eg an  
in O ctober. K etch ikan ’s P F C  app lication was approved in D e cem be r and  
co lle c t io n  beg an  th is February . T h e  FAA has not rece ived  any  com p la in ts  as a 
result o f im p lem en ting  P F C  programs at e ither Juneau or K etch ikan . Prior to 
J uneau  in itiating P FC  co llection , A laska was one  of on ly two states w ithout an 
airport partic ipating in the P F C  program .

S eve ra l o f the A IP  reauthoriza tion proposals currently be in g  con s id e red  by 
C ong ress  include an in c rease  in the m axim um  PFC's that an  airport ca n  co lle c t 
(from $3 to $4 or 35 per segment). If th is passes w ith A IP reauthoriza tion , then



la rge and  m ed ium  hub a irports that e lect to ra ise their P F C  ch a rg e  to m ore than  
$3 w ill like ly forego 100% of the ir passenger entitlem ent funds a n d  fa c e  n ew  
restrictions on  the u se  of A IP  cargo entitlem ent funds. A IP  fu nd s  for la rge a n d  
m ed ium  hub  airports w ill b e  lim ited  to federal m andates s u c h  a s  m ee t in g  safety, 
secur ity  a nd  env ironm en ta l requ irements, no ise  m itigation and  in c re a s in g  a irf ie ld  
capac ity .

W ha te ve r le v e l of P F C  is im p lem ented , this leg is lation w h ic h  h a s  b e e n  in  effect 
s in c e  1990 authorizes P F C  co lle c t io n  at the first two partic ipa ting a irports o n  the 
o u tb o und  trip, e x c lud ing  the destina tion airport. O n e  the return trip, the  last two 
partic ipa ting  airports, exc lud ing  the destination airport, a re  a u tho r iz ed  for P F C  
co lle c t io n . T h is  w ou ld  rem a in  the ca se  with any new  leg is la t io n . A ir lin e s  co lle c t 
th is fe e  as part of the ticket p rice  and  remit P FC  revenues to the  s p e c if ic  airport 
for w h ic h  P F C  co lle c tio n  is approved .

T h e re  a re  leg itim ate conce rns  regard ing the im pact PFC 's w ill h a v e  o n  rural 
A laska , w here  av ia tion Is the on ly  m eans of transportation. T h e  D epartm en t of 
T ransporta tion has proposed that P FC  exemptions be  p u rsued  by  federa l 
le g is la t iv e  action , but there is no  assurance that it w ill p a ss  th rough  C ong ress . 
T h e re  is strong support for - and strong opposition to - in c re a s in g  the  P F C  lim it. 
D u r ing  the last A IP  R eauthorization , a!! P FC  provis ions w ere  d ro p p ed  from the 
O m n ib u s  B ill b e ca u se  the industry had not reached co n s en su s  o n  the m ax im um  
P F C  lim it.

T h e  FAA has the authority to approve P FC  exem ptions by a dm in is tra t ive  a ction . 
W e  are sens it ive  to the conce rns  about the im pact P F C ’s w ill h a v e  o n  rural 
A laska  and  w e  are w illing  to work w ith A NC  to craft exem p tion  la n g u a g e  for the ir 
P F C  app lica t io n  to address those concerns. Juneau reques ted  ex em p t io n s  in 
the ir P F C  app lica tio n  for severa l routes to rural com m un it ies . T h e  FAA  app ro ved  
J u n e a u ’s exem ptions by adm in istrative action w ithout federa l le g is la t iv e  d irection 
or m anda te  (reference Juneau R ecord  o f Decision).

A la sk ans  are a lready pay ing P F C ’s w hen  flying outside of A la ska . P FC 's  are 
ch a rg ed  on  flights that connect through Seattle, Portland, S a n  F ra n c is co , Sa lt 
Lake C ity , D enver, M inneapo lis , Ch icago ; every major a irport w ith  co n n e c t io n s  
from A N C . A laskans are pay ing up  to $6 dollars one way, $12 do lla rs  p e r round 
trip in P F C ’s to h e lp  f in ance  deve lopm en t projects at those o the r a irports. N o ne  
o f the  fund ing  rem a ins at A N C  be ca u se  the airport has not a p p lie d  for P FC 's .

In  sum m ary , w e  b e lie v e  that P F C ’s shou ld be an integral part of th e  A N C  
te rm ina l redeve lopm en t f in anc in g  package . W e  stand ready to m o v e  fc-ward on  
the  P F C  app lica tio n  w h en  w e  re ce ive  it, and we are w illing  to w ork  w ith  A N C  to 
craft exem p tio n  language for its P F C  app lication to address the co n ce rn s  of rural 
A laska .
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If th e re  a re  a n y  questions, of if I can  clarify the P FC  process , p le a s e  do  not 
hes ita te  to contact m e at (907) 271-5438.

S in cere ly ,

'S im pson 
M anaged , A irports D iv is io n

cc: Joseph  Perkins, P .E ., C om m iss io n er DOT&PF



CLIFFORD T. ARGUE 
ALASKA AIRLINES

BEFORE THE 

ALASKA STATE LEGISLATURE 

JOINT HEARING

SENATE TRANSPORTATION COMMITTEE 
AND

HOUSE TRANSPORTATION SUBCOMMITTEE 

February 18,1999 

Mr. Chairmen and Members o f the Committees:

My name is Clifford Argue. I am Staff Vice President o f Properties and Facilities for Alaska Airlines 

and also serve as Chairman of the Anchorage/Fairbanks Airlines Airport Affairs Committee, an organization 

representing the some 25 airlines who have signed operating agreements at and serve the two airports. My 

comments today reflect the position o f Alaska Airlines as well as several other members o f the committee 

including Reeve, Delta, Northwest, Fed Ex, United and American, some of whom you will also be hearing 

from directly.

I would like to commend your committees for your interest in Passenger Facility Charges (PFC’s), and 

for holding this hearing today.

We support the imposition and use of PFC’s, at the $3 amount, as an appropriate funding source for 

airport projects which meet the statutory and regulatory criteria o f safety, security, capacity, noise mitigation, 

or enhancement o f competition AND which have been otherwise reviewed and approved by the airlines as 

necessary, There is a very well defined airline consultation process set forth in the PFC Jaw and regulations 

which must be followed by the airport operator separate and apart from any approval required in the 

airline/airport operating agreements.

TESTIMONY OF



The Terminal Expansion Project at Anchorage International Airport is certainly one for which PFC 

funding makes sense. Most o f the airlines would endorse the imposition and use o f PFC’s to help fund this 

project, either through direct capital payments or to help offset debt service on the $179 million in revenue 

bonds already issued or the forthcoming additional $25 million to be issued in the near future to bridge the 

FAA Letter o f Intent.

Further, there are various other projects at Anchorage and some at Fairbanks as well that would be 

worthy candidates for PFC funding to reduce the impa ;t on airline Tates, fees, and charges paid to the airports. 

These projects include planned airfield, ramp, and terminal work at both locations.

You have heard and will continue to hear that Alaskans arc already paying PFC’s evcrytime they travel 

out-of-state, and none o f this money benefits State DOTPF airports. This is very true. In the rest o f the 

country, some 300 airports serving all sizes of communities have PFC’s in place with a total collection 

estimated at more than $23 BILLION over the next 20 - 25 years. ANC and FAI are among the only airports 

o f their si2e not collecting PFC’s. In state, passengers departing Juneau and Ketchikan airports are now 

paying $3 PFC’s.

Despite initial concerns by some airlines and communities, there has been no hard evidence that the 

addition of PFC’s to tbe ticket cost has made any difference in air travel demand, even in those markets where 

the personal auto, bus, or train are reasonable transportation alternatives.

PFC’s, at the current $3 level, used correctly and with prudence, are a good funding source for justified 

airport projects, allowing the user - the passenger - to pay directly for the facilities enjoyed. PFC’s were 

contemplated in the process o f developing the plan for the Anchorage Terminal Expansion. Now is the time 

to begin the formal application process with the airlines and FAA to get PFC’s in place as quickly as possible.

Thank you for the opportunity to offer these comments. I’ll be glad to answer any questions you may

have.
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S EN A TO R S , R EP R ES EN TA T IV ES , LAD IES  AND  G EN T L EM EN

My n am e  is Dav id Jensen . I am  the Adm in istrative V ice  President of R e e v e  A leu tian  
A irways. R e e v e  A leutian is A laska's o ldest a ir line . Throughout our history, R e e v e  
A leu tian  has a lw ays supported A laska's growth and w e  have  en joyed  A la ska ’s 
e c o n om ic  successes . W e support G atew ay 2000 and the A nchorage T e rm ina l 
E xpans io n  pu l. there is a prob lem .

Last y ea r at th is tim e the debate  and  d iscuss ion  before us revo lved around A ncho rage 
In terna tiona l Airport and G atew ay 2000. Th is proposed project w as d e s ig n ed  to 
a ccom m oda te  six m illio n  passengers w ho  are antic ipated by 2005 acco rd ing  to 
pro jections . T h e  pro ject adds new  je t gates, reg iona l aircraft pos itions, a sso c ia ted  
lo ung es , ticketing areas, baggage facilities , and  e nhanced  access to the  term ina l. 
Leg is la tion  passed  last sess ion w ith your support.

A ll of you are aware that the bu ild  up  to supporting theTerm ina l E xpans io n  beg an  w ith a  
vo te of s ignatory a irlines . Pursuant' to the Airport A irline Operating A greem ent, 22 of 
the 25 s ignatory a ir lines voted. Tw e lv e  a ir lines voted d isapprova l a nd  ten vo ted  to 
approve  th e  project. A s im p le  majority of a ir lines d id not approve the pro ject. H ow ever , 
a cco rd ing  to the Agreem ent, a two-thirds vote is required for d isapprova l. H e n ce  the 
pro ject w a s  approved by ballot, but w ith less than a majority of a ir lines approv ing .

O n  beha lf >f R e e v e  A leutian A irways, I vo ted to d isapprove the pro ject. H ow ever , w e  
no ted that w ith passenger facility cha rges  (PFCs) in c luded  in  the fund ing stream  for 
bonds redem ption that R e e ve  w ou ld  ch a ng e  its position to approve the A ncho rage 
T e rm ina l E xpans io n  project.

'  ADAK

S EN A T E  TR A N SP O R TA T IO N  C O M M IT T E E  A N D  
H O U S E  T R A N SP O R TA T IO N  SUB-COM M ITTEE

F E B R U A R Y  18,1999

4700 W. INTERNATIONAL AIRPORT RD. •  ANCHORAGE, ALASKA 99502-1091 •  (907) 243-1112
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A ris ing from d iscuss ions  and  m eetings w ith state D O T  offic ia ls, w here in  I asserted 
R e e v e ’s firm position tha i P F C s  w ere  essen tia l for our support. I c am e  to the b e lie f that 
P F C s  sh o u ld  a nd  w ou ld  be  a part of the fund ing  for the A nchorage  pro ject in 1999. 
B a sed  on  m y be lie f, R e e v e  A leutian A irways jo in ed  w ith m em bers of the  A ir lin e  
T ransport A ssoc ia tion supporting G a tew ay  2000 and the A nchorage T e rm in a l 
expans io n .

B efore you today, I aga in  restate m y support for the te rm ina l expans ion  at A ncho rage  
In terna tiona l A irport. But, cons isten t w ith my pos ition from the b eg in n in g , P F C s  m ust 
be  in c lu d e d  in the fund ing  stream  for redem ption of bonds . A laska A ir C a rr ie rs  
opera ting  today are co lle c ting  P F C s  at A nchorage a n d  at rural A laska a irports, as w e  
speak , for Seattle  and  virtua lly every airport in the C on tin en ta l Un ited S tates . It w ou ld  
be  u n co n s c io n a b le  to con tin ue  to co lle c t P FC s  in A laska for out-of-state a irport p ro jects 
and  not co lle c t P FC s  for the A ncho rage airport expans ion .

T h e  S ta te  of A laska shou ld  propose a  P F C  for A ncho rage Term ina l E xpans io n . A  
consu lta tion  and  approva l process w ith the FAA needs to happen  as soon  as p o ss ib le . 
P F C s  sh o u ld  be factored into the bond amortization s ch ed u le , now .

I ask your support for P F C s . Thank you.
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Testimony o f Northern Air Cargo 
( before the joint Senate & House Transportation 

Committee on the subject o f  PFCs at ANC) 
February IS, 1.999

Good Afternoon Mr. Chairman, committee members etc. My name is Butch 
Hall ford. I am Vice President o f  is or them Air Cargo and a member of the Alaska 
Int'l Airport Affairs Committee.

The question o f  whether the Alaska Int'l Airport System should be authorized to 
impose PFC's has been asked before. The arguments for and against PFC's were 
many and both sides arguments still hold great merit. Now however, there is a new 
element to the equation in the form o f a nearly quarter Billion S, (and yes, that’s 
billion with a "B") terminal expansion.

The approval for this 1/4 Billion dollar undertaking was predicated on the 
agreement o f  the signatory air carriers that serve ANC and FA1 to pay for it. I'm 
sure you will remember that that agreement was far from unanimous but it did 
carry never-the-less. Several o f the carriers that supported the project did so 
conditionally based on promises both written and verbal on the part o f  the AK 
DOT that new and additional sources o f  income, specifically including Passenger 
Facility Charges, would be sought to pay for the terminal. Among the questions 
asked and answered was confirmation that PFCs could be applied for after the fact 
and still applied to this project. The DOT argued that the commencement o f  the 
project was so urgent, that it would create an overwhelming hardship not only on 
the airport but also on the citizens and visitors o f Alaska, were they to delay the 
project until PFC's could be approved in advance.

The reason for the approval on the part o f at least some o f the carriers that voted to 
approve, was the honest belief that as soon as it was physically possible to do so, 
the DOT would begin the process to implement PFC's. It is now that time.

I testified last year that approximately 1/3 o f the cost o f  the terminal expansion 
would be bom by the cargo carriers that operate to and through the ANC and FAf 
airports. I was then and now remain concerned that to impose even only a fraction 
o f  a 1/4 billion dollars on cargo carriers, carriers incidentally that derive absolutely 
no benefit whatsoever from the greatly improved terminal, adds a level o f  expense
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lhat could potentially damage Alaska’s ability to compete in the global market. The 
promise o f  PFC's, the promise o f transferring at least portion o f  tliat expense back 
to the passengers that actually use the terminal3 provided in many cases just 
enough rationale on balance to allow them to approve the project.
1 understand that there are many good arguments for both sides o f the PFC issue as 
it affects Alaskan's. I don't know or understand them all. I do know however, that 
my customers that live in Kotzebue, or Nome, or Bethel, or Kmmonak, or Hooper 
Bay are going to have to pay a portion o f the cost o f that terminal in every loaf o f  
bread or gallon o f  milk they buy, whether or not they get to fly through ANC ever 
again. They may never set eyes on that 1/4 billion dollar terminal as long as they 
live, but they will be paying for it every day.

That the cost o f  a project this oize must be spread across a broad base o f  payers is 
clear and easily understood. The least that can be done however is to minimize the 
amount o f  cost born by people that never use the terminal. Have the people lhat 
actually use the facility pay for it. The PFC program is not without it's problems 
and there arc some fairness questions within it as well. There is however, no fairer 
way to pay for something, anything, including this 1/4 billion dollar 1Jt stage o f  
terminal expansion, than to have the people that use it, be the ones to bear the 
greatest share o f  the burden o f  paying for it.

In summary, there are admittedly problems with the PFC program with respect to 
Alaskans. The exemptions being contemplated will no doubt address many or most 
o f the inequities. Never the less, whatever fairness issues the PFC program present, 
pale next to the unreasonable share o f the burden bom by cargo carriers at ANC & 
FA1 airports. This coupled with the question o f  retaining PFC's already being 
collected and remitted out o f  state make this a "no-brainer." Thank You.



Dennis C. Bird
Managing Director 
Alaska Operations

Federal Express

Federal Express Corporation 
6050 Rockwell Avenue 
Anchorage. AK 99502

Telephone 907-249-3173

February 26,1999

Senator John Cowdery 
716 W. 4th Avenue, Suite 320 
Anchorage, AK 99501-2133

Dear Senator Cowdery:

I regret I was unable to attend the Senate Transportation Committee ard House Transportation Sub- 
Committee meeting to testify in regard to Airline Passenger Facility Charges (PFC’s) being implemented at 
the Anchorage International Airport (AIA).

FedEx supports the collection of PFC’s at the Anchorage International Airport. V/c also recommend that 
the consultation and the approval process with the FAA begin as quickly as possible. FedEx has made a 
sizeable commitment to the State and the City in support of growth at the Anchorage International Airport.

We have supported Gateway 2000 and the Anchorage Terminal Expansion project from its inception. As a 
signatory of the Airport Operating Agreement, we voted for approval of the project last year. FedEx, an 
express cargo operator at the airport, realized we would not directly benefit from:

• The addition of new jet gates
• Regional passenger aircraft positions
• Ticketing areas
• Lounges
• Baggage handling capabilities
• Improved passenger access and Dows

However, from an industry standpoint, improvements to existing passenger facilities are the right things to 
do.

Capturing PFC funds to support this growth is also the right thing to do for all concerned. Last vcar, during 
the process to gain approval for the AIA Expansion Project, there were numerous discussions between state 
DOT officials and the airlines regarding PFC implementation and their use toward funding that project in 
1999.1 came away from those discussions with the perception that PFC’s would be pursued in 1999 and the 
funds applied to that project.

PFC’s arc being collected today at the Anchorage International Airport. It would seem unreasonable to 
collect these charges in Alaska, but not pursue PFC authority from the FAA allowing the State to use its 
share of these funds for the Anchorage International Airport Terminal expansion.



PFC’s for AIA, cont.

I request your support for PFC implementation. 

Sincerely,

Dennis C. Bird 
Managing Director 
Alaska Operations

Ten Kcrichenko, FedEx Airport Relations 
Doug Buttrey, FedEx Government Affairs

DCB/cb



E r a  A v i a t i o n
6160 Carl Brady D rive 

A nchorage . Alaska 
99502

Feb rua ry  18,1999

R ep re s e n ta t iv e  J ohn  C o w d e ry  
A la ska  S ta te  L eg is la tu re  
S ta te  C a p ito l, R o om  204 
J u n ea u , A la ska  99801-1182

D e a r  R ep re s e n ta t iv e  C o w d e ry ,

It is m y  u nd e rs ta nd in g  tha t y o u  a re  le a d in g  a s p e c ia l T ran spo rta t io n  
su b com m itte e  c h a rg e d  w ith  re v iew in g  P a s s e n g e r F a c ility  C h a rg e s  (P FC s)  at the  
A n ch o ra g e  In te rna t io na l A irport. E ra  A v ia t io n  h a s  e x p re s s e d  o p p o s it io n  to P F C s  
b a se d  on  a n um b e r  o f in e q u it ie s  to o u r p a sseng e rs , a n d  to th e  c o m p a n y  in 
g e n e ra l. F o llo w in g  a re  th e  k ey  po in ts  to ou r oppos it io n :

1) T h e  c om m un ity  o f K e n a i is E ra ’s la rgest p a s s e n g e r  m arket. W e  h a v e  
s e rve d  K e n a i for o v e r  15 y ea rs  a n d  h a v e  s e e n  s ix  o the r a ir  ca rr ie rs  c o m e  a nd  go  
in tha t t im e fram e . M o re  than  a n y  o the r m arket w e  s e rve , K e n a i is h ig h ly  p r ic e  
s e n s it iv e  a n d  cu rren tly  E ra  is th e ir o ily  a ir carrier. O u r  b ig g e s t com p e t it io n  is th e  
n ew  and  im p ro ved  .o a d w a y  tha t h a s  cu t d r iv ing  t im e  to A n ch o ra g e  by  
a pp ro x im a te ly  o n e  hour.

Era's full "walk-up” fa re  b e tw e e n  A n ch o ra g e  and  K e n a i is  $55.00. In c lu d e d  in 
that am oun t is an  8 %  transpo rta t io n  tax. T h e  reason  for 8 %  (rather th a n  7 .5%) is 
b e c a u s e  K en a i is w ith in  75 m ile s  o f A n ch o ra g e  In te rn a t io n a l A irport w h ic h  is 
c o n s id e re d  a "non-rural a irport." D u e  to th is un fo rtunate  p ro x im ity , E ra  m u s t a ls o  
co lle c t a n  a d d it io n a l T a x  in  th e  form  o f a $2.00 “s e gm e n t fe e ” from  e a c h  
p a sse ng e r . T ha t in c r e a s e s  the  out-of-pocket fare to $57.00. T o  s a d d le  K e n a i 
p a sse ng e rs  w ith yet a n o th e r  tax in the  form  of a $3.00 P F C  w o u ld  m e a n  that 
a pp rox im a te ly  15% of e a c h  fu ll fare is pu re  tax. O b v io u s ly , tha t tax p e rc e n ta g e  
in c re a s e s  w ith d is c o u n te d  and  a d v a n c e  p u rch a s e  fares . T h e  P F C  a lo n e  w o u ld  
cons titu te  ju s t  o v e r  5%  o f th e  a irfare O n  long  h a u l fligh ts to S e a tt le  a n d  b e y o n d , 
P F C s  a re  w e ll b e lo w  1% o f th e  total a irfare. R e s id e n ts  o f th e  K e n a i P e n in s u la  
sh o u ld  not b e  s u b je c te d  to s u c h  u n b a la n c e d  taxation .

2) A m ong  re g io n a l a ir  ca rr ie rs  b a sed  in  A n ch o ra g e , E ra  w o u ld  carry  a 
d isp ropo rt io na te  sh a re  o f the  lo a d  in co lle c t in g  P F C s . S e n a to r  S te v e n s  o ffice  
h a s  co n f irm ed  that la n g u a g e  is cu rren tly  m o v in g  in a S e n a te  B ill w h e re b y  
com m un it ie s  w ith a  p o p u la t io n  o f le ss  than 10,000 and  no t c o n n e c te d  by a  la n d  
h ig hw ay  or v e h ic u la r  w a y  to th e  land- connected  N a t io n a l H ig hw a y  S y s tem  w ith in

907-248-442 2 
fax 907-266-8383
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a S ta te  a re  e x em p ted  from  co lle c t in g  a P F C . In e ffect, th is  m e a n s  that 
A n ch o ra g e  b a sed  ca rr ie rs  s u c h  as  R e e v e  a n d  P enA ir  w o u 1 no t b o  requ ired  to 
c o lle c t a  P F C  on  lo c a l a irfa res . W ith  the e x cep t io n  o f ll ia m n a , e v e ry  E ra  
d e s t in a t io n  w ou ld  b e  s u b je c t to P F C s  by v irtue o f the  fa c t tha t they  a re  co n n e c te d  
by e ith e r road or the  m a r in e  ferry system . T h is  is a n  in e q u ity  w h ic h  s in g le s  out 
both E ra  a nd  its p a s s e n g e rs .

3) T h e  s am e  S e n a te  B ill re fe ren ced  a b o v e  a ls o  e x em p ts  ca rr ie rs  in A laska  
from  co lle c t in g  P F C s  a b o a rd  a n  a ircraft h a v in g  a  s e a t in g  ca p a c ity  o f  le s s  than 20 
p a s se n g e rs . Era cu rren t ly  o p e ra te s  18 p a sseng e r , 37 p a s s e n g e r  o r 50 
p a s s e n g e r  a ircraft in  the  K e n a i and  H om e r m arkets . P a s s e n g e r  lo a d s  c a n  jum p  
in  the  f in a l hou rs be fo re  depa rtu re  jus t ify ing  a n  u p g rad e  from  the  18 se a t a ircraft 
to the  37 sea t aircraft. T h e  re ve rse  is a lso  true. T h e re  a re  t im es  w h e n  w e  
c h a n g e  a ircraft types for o u r ow n  c o n v e n ie n c e  for re a s o n s  u n re la te d  to 
p a s s e n g e r  loads . In a n y  c a s e , it is no t rea lis t ic  to h a v e  a  tw o tier p r ic in g  structure 
in a  c om m o n  m arket w h e re b y  p a sseng e rs  rid ing o n  th e  la rg e r a ircra ft p a y  m ore 
than tho se  on  a sm a lle r  a ircraft. It w ou ld  b e  im p o s s ib le  to c o lle c t  P F C s  in 
a d v a n c e , not know ing  w h ic h  a ircraft w ou ld  b e  on w ha t fligh t. T h e  20 p a s s e n g e r 
s e a t e x em p t io n  p la c e s  a n  in s u rm oun ta b le  bu rden  o n  E ra  A v ia t io n .

4) A n  in te res ting  s itu a t io n  ex is ts in C o rd o va , a m ark e t s e rv ed  by  bo th  Era 
A v ia t io n  (as a sub con tra c to r to A la ska  A irlines), a n d  by A la sk a  A ir lin e s  w ith  the ir 
je t  e q u ipm e n t . A cco rd in g  to F A R  158.9 sub p a rag ra p h  (a), A la ska  A ir lin e s  ca nno t 
co lle c t a  P F C  b e c a u s e  th e y  a ls o  co lle c t an  EA S  (E ssen t ia l A ir S e rv ic e )  sub s id y  
for C o rd o v a . Era d o e s  no t s h a re  in th e  EA S  sub s id y , a n d  there fo re  m us t co lle c t 
a  P F C . T h is  puts E ra  in a n  im m ed ia te  p r ice  d is a d v a n ta g e  in  a c o m m o n  m arket 
w ith o u r ow n  partner, A la ska  A ir iin es .

5) W h ile  no  o n e  q u e s t io n s  that P FC 's  c a n  p ro v id e  a re lia b le  r e v e n u e  stream  
to th e  A n ch o ra g e  In te rna t io na l A irport, the q u es t io n  that m u s t b e  a n sw e re d  is 
w h e th e r o r no t the p u sh  for P F C s  is a n  a ttem pt to m ask  th e  k now n  co s t o verruns 
on the  te rm ina l e x p a n s io n  p ro jec t. B efore w e  a p p ly  a  band-aid . w e  m us t first 
a d d re s s  the w ound . E ra  w ith d rew  its o b je c t io n s  to the  te rm in a l e x p a n s io n  and  
h a s  no t c h a n g e d  that p o s it io n , h ow eve r , as the second largest carrier o f 
passengers to and from the Anchorage International Airport it is  o u r d e s ire  to 
se ek  o the r so lu t io n s  b e fo re  w e  d isp ropo rt io na te ly  sh ift th e  b u rd en  o n to  o u r 
p a sse ng e rs .
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It is im po rta n t to no te  tha t a p p ro x im a te ly  75% o f E ra ’s p a s s e n g e r  traffic is lo ca l in 
na tu re , m e a n in g  tha t they  trave l o n ly  o n  E ra  flights . T h e s e  a re  no t p a s s e n g e rs  
w h o ’s P F C  m o n e y  “n ow  w in g s  its w ay  south ." In a c tu a l fact, th e s e  a re  
p a s s e n g e rs  w h o  d id  no t n e c e s s a r ily  n e ed  th e  e x p a n d e d  te rm in a l p ro je c t in the  
first p la c e , bu t w ill c e r ta in ly  b e  fo rced  to carry a d isp ro p o rt io n a te  s h a re  o f the  load  
if P F C  le g is la t io n  is e n a c te d .. .p a r t ic u la r ly  tho se  from  th e  c om m u n ity  o f K e n a i.

W ith  re s p e c t to re g io n a l ca rr ie rs in A laska , e ith e r all s h o u ld  b e  req u ire d  to co lle c t 
P F C s  - w ith  n o  e x em p t io n s  w h a ts o e v e r - or all e x c lu d e d . E ra  A v ia t io n  c le a r ly  
p re fers the  la tter a p p ro a c h . H ow eve r , w e  a re  w illin g  to s e e k  e q u ita b le  a lte rna tive  
so lu t io n s . O n e  a p p ro a ch  m ig h t b e  for re g io n a ls  to c o lle c t  a  P F C  for A n ch o ra g e , 
bu t o n ly  if in  c o n ju n c t io n  w ith a d ow n lin e  ticket, e .g ., a  p a s s e n g e r  tra ve llin g  K ena i 
to A n ch o ra g e  and beyond.

T h a n k  you  for you r co n s id e ra t io n  o f E ra  A v ia tion 's  p o s it io n  o n  th is  is s u e .

P a u l L a nd is  
V ic e  P re s id en t

C c : S e n a te  T ranspo rta t io n  C om m itte e
H o u s e  T ranspo rta t io n  C om m it te e  
C o m m is s io n e r  J o e  P erk ins , D O T& P F
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J o h n  J .  C o w d e r y
H o u se  R ules C o m m it te e ,  C h a ir  

Transportation C om m ittee - Legislative Council 
World Trade an d  S tate & Federal Relations

A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s

PASSENGER FACILITY CHARGES 
FAQ

1. W hat is a Passenger Facility  C harge?
I t’s a user tax. You are paying it each time you buy an airplane ticket involving a takeo.f 
from Juneau, Ketchikan or someplace outside of Alaska. The money is dedicated to pay 
for airport improvement projects pre-approved by the FAA.

2. H ow  m uch am  I paying?
You pay up to $6 on a one way ticket and up to $12 on a round trip ticket.

3. W hat am  I getting in re tu rn  fo r this tax?
Airports are being improved in Seattle, Portland, San Francisco, Los Angeles, Salt Lake 
City, Denver and virtually every other m ajor airport within two stops of Anchorage, but 
not Anchorage.

4. A ren ’t A laskan a irp o rts  receiving im provem ents from  this tax; if not, why not?
No, Alaska’s state owned airports, including Anchorage and Fairbanks, receive no 
benefits from this tax because the Governor won’t apply for participation in the program. 
The Juneau Aiiport receives benefits because it’s a municipal airport and their local 
government applied for the program. Every time someone in Anchorage flies roundtrip to 
Juneau we pay Juneau a $3 tax to improve their airport. If we extend our roundtrip to 
Seattle then we also pay Seattle’s airport $3. The total tax is $6 but we get zero for 
Anchorage’s airport.

If Anchorage International Airport was p an  of the program, then on the outbound trip, 
Anchorage would get the first three dollars, Juneau would get the second three dollars 
and Seattle would get zero. On the return trip, Seattle would get the first three dollars, 
Juneau would get the second three dollars and Anchorage would get zero. We would 
capture $3, i.e., twenty-five percent, of the taxes paid for Anchorage.

5. T h a t doesn’t seem very good. W e pay 100% of the tax  and only get back 25% .
O ur capture is greater when only state operated airports are included in the itinerary. For 
example, if Fairbanks and Anchorage are part of the program, and the itinerary is from 
Fairbanks to Anchorage and Anchorage to Seattle, then on the outbound trip Fairbanks 
gets $3, Anchorage gets $3 and Seattle gets zero. On the return trip, Seattle would get $3, 
Anchorage would get $3 and Fairbanks would get zero. W e capture 75% of the tax for
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Alaskan airports with this itinerary. But, remember, people from outside Alaska flying to 
destinations beyond Anchorage also pay the tax that benefits Anchorage.

The operative rule is that on the outbound trip, the tax is collected by the first two 
participating airports, excluding the destination airport. On the return trip, the tax is 
collected by the last two participating airports, excluding the destination airport.

6. H ow  m uch could we get if  the sta te  pa rtic ip a ted  in the p rogram ?
FAA estimates that Anchorage would receive about $5 million per year. I don’t have an 
estimate for Fairbanks. Bear in mind that we are already paying most of that tax. W e’re 
ju st not getting any benefits from it.

7. W h at do you mean, “ we’re  pay ing  m ost of the tax already?” W ill we be taxed 
m ore  if the governor applies fo r the p ro g ram ?
Some travelers who do not presently pay the tax, would have to start paying. For 
example, a round-trip traveler from Dillingham  to Anchorage would have to pay three 
dollars that would be collected by Anchorage International Airport.

8. C an ru ra l Alaska get any benefits from  this tax o r does all the money stay  in 
A nchorage?
The program is probably not economic for very small airports. But FAA will allow the 
state to pool revenue from several airports. This needs to be studied. But there is still no 
reason why Anchorage shouldn’t proceed right away. Remember Anchorage 
International Airport services the whole state, not just Anchorage.

9. O utside of Anchorage w here else is th is P assenger Facility C harge being 
im plem ented?
Juneau started in July 1998. Ketchikan (city operated) is scheduled to start this month. 
Kenai is inquiring into the application process. In the lower 48 there are more than 300 
airports already participating and more than 100 applications in process. Anchorage 
International Airport is the only airport o f its size that is not participating. W e are way 
behind the c jrve. But, we are first in exporting the highest percentage of our PFC 
revenue to other states.

10. How long would it take to s ta r t  A nchorage partic ipating  in the process?
FAA estimates about six months. W e have to show them how we plan to spend the 
money. But, approval is virtually guaranteed. Incidentally, the program is retroactive. It 
allows us to pay ourselves back for some expenditures we made since 1990.

11. How would the state  spend the m oney a t the A nchorage a irpo rt?
W e just sold $180 million in bonds to finance new improvements. The governor wants to 
borrow an additional $25 million. FAA and most legislators think PFC money should be 
used to pay off the debt.
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12. Is anybody against collecting PFC’s at Anchorage?
Other than the governor, only ERA Aviation has expressed opposition to this program. 
Virtually every other airline operating in Anchorage is in favor of it.

13. What about the rumor that we’ll lose other federal funds for airport 
development if we implement PFC’s?
FAA tells me that if that were true, no airport in the country would participate in the 
program. The rumor is a mischaracterization of the fact that half o f Anchorage 
International A irport’s money from FA A ’s Annual Entitlement Program would be 
displaced by the PFC revenue. This amounts to about $1.5 million. Anchorage is the only 
airport affected by this decrease. The decrease is offset by the $5 million from PFC’s. 
Also, the displaced funds would go into a national small airport grant program to help 
those airports that are too small to implement PFC ’s. The state could apply for these 
funds on behalf of small rural airports.




