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Dale:

To:

From:

January 27, 2005

Representative Carl Gatto, Co-Chair 
House Transportation Com m i'.ee

Representative Tom Anderson, Chair - "T £ f 
House Labor & Commerce Committee I '

Re: HB 115

I respectfully request you schedule HB 115 -  Airport Customer Facility Charges 
for House Transportation Committee consideration next week.

Enclosed arc:

1. The most recent version o f  HB 529
2. Current Sponsor Statement
3. Current Sectional Analysis
4. Communications o f  support are incoming and will be provided as soon as recieved 

Thank you for your consideration o f this request.
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Phone: (907) 269-0265 V * Phone:  (907> 465-4939
Fa*. (907) 269 0264 Fu: (907) 465-2418

Toll Free: (800) 4654939
Representative Tom Anderson

District 19 • Anchorage

Sponsor Statement 
HB 115

Title: “ An Act relating to charges paid or collected by users or occupants of an 
airport facility owned or controlled by the state.”

HB 115 provides a mechanism, customer facility charges or “CFCs," to improve airport facilities 
without the expenditures o f state funds. The most common projects to use CFCs funds are car 
rental faci'ities. The bill also provides a revenue stream to maintain and operate the facilities, 
without requiring an increase in the airport operating budget as the cost o f maintenance will be paid 
using the related customer facility maintenance charge.

In 2001, the legislature passed chapter 99 SLA 2001, which authorized the imposition of customer 
facility charges to r,ind the construction o f  improvements on airpon properties. CFCs have been 
imposed by many other airports around the country as a means o f funding car rental facility 
improvements. No state credit is pledged to support the bonds. Dallas-Fort Worth and Denver are 
two examples out o f many where CFC’s l.?ve been used successfully to build these facilities.

During negotiations with the state over the implememation o f the project, issues were identified and 
set forth in ch. 99 SLA 2001. These issues should be clarified to ensure the bonds can be 
marketable. Those issues revolve around clarifying the new revenue stream generated by the Ci C 
should not be considered revenue o f  the state when the bond is a private initiative and ensuring that 
the bond trustee, not the state, will take custody o f the funds.

Because the facility w ill revert to the state in its entirety at the end of the term, it would also be 
appropriate to allow' the imposition o f  a customer facility maintenance charge to ensure the facility 
is well-maintained and kept up appropriately. The charge also avoids any impact on the airport’s 
opeiating budget as the airport will not be responsible for the maintenance and repair o f the facility 
while under airport car rental com pany's control.

This bill implements a valuable private market tool to construct improvements to Alaska airports, 
without the expenditure o f public funds. This will improve the amenities provided to the traveling 
public, both Alaskan and non-Alaskan alike.

1 urge your support for this bill.

January 27. 2005-H B  115 24-LS0300/F



Alaska State Legislature
House of Representatives

Oflicial Business State Capitol 
Ju n tn u , AK 99801-1182

Sectional Analysis for HB 115 
BY: R epresentative Tom  Andersou

Section 1. The language that was added in ch. 99 SLA 2001 to AS 02.15.090(a) is being
moved into a new subsection (h) for clarification purposes.

Section 2. This adds a new subsection (h) to AS 09.15.090 which now becom es the
operative stand alone section allowing for the collection o f customer facility 
charges (“CFCs). It aliows the com missioner o f DOT/PF, by contract or order to 
set the CFC, to require the car rental companies to collect the fee, and to adjust 
the CFC to meet debt service obligations that might be required or desirable as car 
rental trafiic increases or decreases over time; these are cany-overs oi existing 
law. The new language clarifies that the CFCs will be remitted to the bond trustee 
and not the state when the state did not issue the bonds. CFCs will still be used to 
repay the bond or other indebtedness incurred for the project. However, the 
definition o f what types on indebtedness could be paid has been broadened to 
include debt service, creation of a debt service reserve fund, and to meet any other 
bond requirements.

New subsection (i) allows for the imposition o f a related customer facility 
maintenance charge. These differ from CFCs as they are not debt related; they 
are collected to pay for the maintenance and operation o f the facility. Thus, they 
will cover major repairs, on-going maintenance, utilities and insurance among 
other expenses. This will prevent the facility from becoming an operational 
liability to the department while occupied bv the RACs in operation; and will 
ensure that a major repair fund is maintained so that when the state takes sole 
c.Jitody o f it in 30 years, there are enough funds to undertake major repairs and 
allow the facility to be used for its real econom ic and physical life.

Section 3. AS 37.15.410 allow s for issuance o f revenue bonds for international airport 
improvements. The 2001 amendment clarified that CFCs are not considered 
revenues o f the state for the purpose o f these revenue bonds. This amendment 
clarifies that custom er facility maintenance charges are not considered revenue of 
the state for the purpose o f these revenue bonds.

January 27. 2005 -  HB 115 24-LS0300VF



Section 4.

Section 5.

AS 3 7 .l5 .4 3 ( \a )  creates the “International Airports Revenue Fund" into which 
airport revenues are paid. The 2001 amendment clarified that CFCs are not 
considered revenues o f the state for the purpose o f  these revenue bonds. This 
amendment clarifies that customer facility maintenance charges are not 
considered revenue o f the state for the purpose o f  these revenue bonds.

AS 37.15 .430(c) had been added by the 2001 amendment to clarify that CFCs 
should be remitted to the bond trustee and not the state. This amendment clarifies 
^ a t the CFC is not charged to customers, it is collected from them pursuant the 
or Jer imposed by the commissioner, and further clarifies that the customer facility 
maintenance charge is remitted directly to a third party rather than the state.

January 27. 2005-H B  115 24-LS0300\F



An indeftnden: Alamo Rml-A-Cor 
and National Car Rmtal Lutnitr

Januaiy  28, 200S 

Rep. Tom Anderson  

Slate Capitol Room 408 

Juneau, Alaska 99801-1182

Dear Rep. Anderson,

Sponsor Statem ent

This bill should pass to implement a valuable private market tool to construct 
improvements to Alaska airports, without the expenditure o f  public funds This will 
improve the amenities provided to the traveling public, both Alaskan and non-Alaskan 
alike

This bill provides a mechanism, customer facility charges or "CFCs,” to improve airport 
facilities without the expenditures o f  state funds The most common projects that CFCs 
are used to fund are car rental facilities The bill will also provide a revenue stream to 
maintain and operate the facilities, without requiring an increase in the airport operating 
budget as the cost o f  maintenance will be paid for by the related customer facility 
maintenance charge

Background

In 20C1, the legislature passed chapter 99 SLA 2001, which authorized the imposition of 
customer facility charges to fund the construction o f  improvements on airport properties

CFCs have been imposed by many other airports in the country as a means o f  funding car 
rental facility improvements A private bond market has developed which is willing to 
rely solely on the revenue stream provided by CFCs collected from car rental users to 
issue bonds which are in turn used to construct the project. No state credit is pledged to 
support the bonds D;.llas-Fort Worth and Denver are two examples out o f  many where 
CFC’s have been used successfully to build these facilities

Purpose

907-243-3138 
fax: 907-243-3103 

Alaska Sales & Services, Inc.
P.O. Box 203207 

Anchorage, AK 99502



A private industry initiated project, sponsored by the local on airport car rental 
companies, (“RACs”) is in the process o f  undertaking a similar project at TSAJA airport 
Although the project was delayed by the events o f  9/11, it is now m oving ahead During 
negotiations with the state over the implementation o f  the project, bond counsel identified 
certain issues with the language set forth by ch 99 SLA 2001, which they felt should be 
clarified to ensure that the bonds would be marketable

Those issues essentially revolve around clarifying that the new revenue stream generated 
by the CFC would not be considered revenue o f  the state when the bond is a private 
initiative and ensuring that the bond trustee, not the state, takes custody o f  the funds 
Without that clarification, bond counsel was concerned that the 2001 language did not 
adequately clarify that the CFCs were not revenues o f  the state for the determination o f  
whether they would be subject to pre-existing airport bonds The definition o f  what bond 
related purposes the CFCs could be applied to will also be clarified to include debt 
reserve funds, and other bond underwriter requirements

Because the facility will revert to the state in its entirety at the end o f  the term, it was also 
decided that it would be appropriate to allow the imposition o f  a customer facility 
maintenance charge to ensure that the facility is well-maintained and kept up 

ppropriately The charge also avoids any impact on the airport’s operating budget as the 
airport will not be responsible for the maintenance and repair o f  the facility while under 
RAC control. This authority needs to be set separately from the CFC again for the 
protection o f  the bond holders.

Sectional Analysis:

Section 1 The language that was added in ch 99 SLA 2001 to AS 02 15 090(a) is being 
moved into a new subsection (h) for clarification purposes.

Section 2 This adds a new subsection (h) to AS 09 15 090 which now becom es the 
operative stand alone section allowing for the collection o f  customer facility charges 
(“CFCs). It allows the commissioner o f  DOT/PF, by contract or order to set the CFC, to 
require the car rental companies to collect the fee, and to adjust the CFC to meet debt 
service obligations that might be required or desirable as car rental traffic increases or 
decreases over time, these are carry-overs o f  existing law The new language clarifies 
that the CFCs will be remitted to the bond trustee and not the state when the state did not 
issue the bonds CFCs will still be used to repay the bond or other indebtedness incurred 
for the project. However, the definition o f  what types on indebtedness could be paid has 
been broadened to include debt service, creation o f a debt service reserve fund, and to 
meet any other bond requirements.

N ew  subsection (i) allows for the imposition o f  a related customer facility maintenance 
charge. These differ from CFCs as they are not debt related, they are collected to pay for 
the maintenance and operation o f  the facility. Thus, they will cover major repairs, on-



going maintenance, utilities and insurance among other expenses This will prevent the 
facility from becoming an operational liability to the department while occupied by the 
RACs in operation, and will ensure that a major repair fiind is maintained so that when 
the state takes sole cus’ndy o f  it in 30 years, there are enough funds to undertake major 
repairs and allow the facility to be used for its real econom ic and physical life

Section 3 AS 37 15 410 allows for issuance o f  revenue bonds for international airport 
improvements. The 2001 amendment clarified that CFCs arc not considered revenues o f  
the state for the purpose o f  these revenue bonds This amendment clarifies that customer 
facility maintenance charges are not considered revenue o f  the state for the purpose o f  
these revenue bonds

Section 4 AS 37 15 430(a) creates the “International Airports Revenue Fund” into 
which airport revenues are paid The 2001 amendment clarified that CFCs are not 
considered revenues o f  the state for the purpose o f  these revenue bonds This amendment 
clarifies that customer facility maintenance charges are not considered revenue o f  the 
state for the purpose o f  these revenue bonds

Section 5 AS 37 15 430(c) had been added by the 2001 amendment to clarify that CFCs 
should be remitted to the bond trustee and not the state This amendment clarifies that 
the CFC is not charged to customers, it is collected from them pursuant the order imposed 
by the commissioner, and further clarifies that the customer facility maintenance charge 
is remitted directly to a third party rather than the state

Thank-you in advance for your support

National Alamo Car Rental 
Anchorage International Airport
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H o u s to n  C o n s o lid a te d  F a c ility  to  O p e n  A u g . 7
July 28.2003
HOUSTON -  May or Lee P. Brown was among the celebrants ax a  July 18 
nbbaa-cum ag ceremony for the new $135 million consolidated rental car 
facility at George Bush Intcrcaatiocntal Airport (1AH) The facility u  
scheduled to open to the public Aug. 7.

The frailty  will centralize the operations o f nine on-aiipon rental operators A 
common bus sysuexn. us mg low-emission clean diesel vehicles, will replace 
the individual operator shanks According to :hr airport, the project will 
reduce the number of rental shuttle buses from 126 to 23 during peak periods

The cwo-JeveJ facility Jits on a 140 acre site on the east side o f John F. 
Kennedy Blvd. An additional 60 acres are available ft>T future expansion

"IAH joins the first wave o f  airports that bave decided to tackle the challenges 
o f traffic congest an and reducing emissions,' Mayor Bzown said "This 
facility is also user-friendly and affect tupennr customer service to Houston’s 
visitors."

The pxojccT includes a  30,000-square-foot four-bay bus maintenance CacJiiy, 
along with a 3,500-squarr-fboi n]t wall bus wash and fueling station with a 
20,000-gallon underground fuel storage tank.

The Morgan(i Group Inc and Champagnc-Webbcr Inc were the general 
contractors for the consolidated facility.

Special facility bonds will finance the project over a 25-year term A 53-pcr- 
day customer facility charge will cover the debt service. The customer facility 
charge is the sole guarantee o f  the debt service payments.

The cons oil da led rental car facility is p m  o f  the airport's $2.9 billion 
expansion and renovation plan scheduled far completion by 200s .

Auto Rental News | CopyrHjru 2000 
inii>®>autorentain«ws,com | privacy policy 
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i U n t a n g l i n g  S n a
| in Planning and Negotiatingfor
Consolidated

R e n ta l C a r  F a c i l i t ie s

A s  more and more airports explore 
now to free up valuable terminal space 
and dimJnatfl mucn of the congestion and 
smog mat plague mar roadways, me 
concept of consol taatec renal car 
facilities nas surface 3 as among me best 
solutions. Thasa facilities, usually located 
on-atrpori out away from tne terminals, 
achieve ootn goafs ana often nave tne 
addH ooneftt of increasing revenues for 
airpom

ttiuS far, consolidated rental car 
facilities are up and running in seven uS  
airports and at toast 13 more hava plans 
on me drawing Doara. while industry 
executives say smaller airports will not De 
ante to support a full-fieogsd facility, 
consolidating rental car sites can be 
beneficial to larger airports me rental 
companies arc ms traveling public

'in me right circumstances, mese 
projects are a wm-win for me airport, die

B y :  C a r o l  w a r d

customers and me rental car moustry; 
says joe waller, senior consultant for 
unarum & Brown "it win m e a se  me 
airport's revenues, in many cases improve 
customer service, provide a very 
competitive rental car mancei for tne 
customer, ana provide me rental car 
companies with state-cMiw-art taaftoes 
tnat allow them to grow their businesses* 

These are afl favorable benefits once a 
facility is up and operating Bio. getting to 
mat flnai phase requires a solid planning 
and negotiations process wnien a n  oa 
overwhelming for airports accustomed to 
dealing individually with renal car 
companies wim relatively snort five- or 
ten-year leases Because of tne 
magrwuoe of sucn projects, whicn 
typicafly cost $100 million or more, me 
airport Issues bonds to pay for 
construction. The length of the lease with 
tne renal car company often, but not

always, coincides with the length of me 
bona Thus airports r e  wonting with is-  
2S year leases.

*WJm the consolidated faafbes you're 
geiilng Into is  years or more* says Si^an 
wameKXxxBy, managing consultant wim 
jonn h uo+m Company 'Several airports 
have Duiit in a provision mat gives me 
airport tne right to incQtase the 
percemsge fee Bypcally after a 
set numoer of years. They toon at me top 
IQ wirponj rental markots and see wnat 
me/re charging so to me extent mat 
group is aoe to Increase teps. than It 
allows for adjustment* *.

Most airports operating qpnsolitfcted 
facilities thus far have had rental car 
contract lengths coincide wnhijne leqggm 
of tne bonds However, wamar-ooq 
says ft's not a prerequisite. TfSs ju t̂ f 
for airport tards. where you 1̂ 1't have to 
nave an airline agreement fojfass iQQgAS

Rtnt^c^FtOfyiouteaotmeSaAnendofmeDaaaa-FiimtnirmrmonBifitrppn a K A M i m W W
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me bonds," sne says. "You previously had 
w, Out not anymore because mere is 
market demand in some of the rental car 
deals its not required oecause of the 
oeilef that even if these players go away, 
new players wtl come in ta ssrvtoe mat 
demand.-

Bonos am paid oar* primarily tnrougn 
customer facility cnarges, which generally 
range from Si-Sa per aay depending on 
the airport, aithougn son® are charged on 
a per-transartor. Dasts.

p r o s p e c t  f o r  c h a n g e  B u i l t  
I n t o  C o n t r a c t s

Term length is just one of many issues 
that come up in the lease negotiations fcr 
consolidated rental car facilities But 
espeaafy Because of tne length, airports

60 * arjv 200i Ocxooar

need to mate sure the lease documents 
can witnstano vagaries In the market 
place

At Houston intercontinental OAK), for 
example, where a new facility is expected 
to open year-ana 2002.-me leases allow 
for changes throughout the 25-year term, 
'in tnat 25 years there are a lot of 
modifications that can be made as far as 
reallocating space.* says Salty Bradford, 
senior staff executive to me director and 
one of tne airport's key negotiators. ”ti 
• vas done by a formula, which is different 
far garage spaces versus space in me 
customer service area, it is very easy to 
change numbers of spaces in the garage, 
out it's more difficuft when you nave to 
start moving pnysical walls in the 
customer service area.'

Changes can also be rnaae at San

Francisco international iSFO). where a 25- 
year lease began on December 30,1998.
"The airport can reevaluate every year, 
and if the market share (of the tamers) 
changes in either (frecdon by 5% or more, 
then we wiu reallocate me ready-stull 
space, but only that space not the office 
(inducting counter space), administration 
or QTA areas.’ says David Dunn, rental car 
manager at Sra Other airports pjv? 
made similar provisions, allowing for 
cnanges in mancet snare and tne possfwe 
addition of new companies.

Airport executives wno nave oeen 
through the lease negotiation process say 
there are severe! other issues to contend 
widx not least oTwracn is tne in-fignong :
among tne rental car companies ,
tnemeelves, fe  consolidated facilities i
become more common, irs nfeeiy that 1
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many car iwioal groups *nl appnwch 
negotiations witn many of me issues 
trooca out out mas* at the forefront 
vwmnarec some oifficuit cr*Jtentes.

M u l t l p t o  O p e r a t o r s  c a n  
b e  c o - m J n g f e d

•One of me Diggsst cfratangus mo nao 
in our nagonarions was Deing tne 
meaftror among 10 or 11 competitor* 
and having to come up with a facility mat 
met everyone's needs, both the tersest 
compares end tne smallest companies 
says Tracy Thompson, vies president of 
airport real estate at DaOasfort worm 
imamatlonal Airport (DfW).

•you're dealing wfm companies mat 
are very competitive with eacr otner. and 
having to  come id  an apeemerc on each 
item, with mem nagmianng really as one. 
is in itself a unique experience' says 
Bradford. Houston, like Danas, brai^pt tne 
rental car companies in seny and allowed 
them significant input on me design and 
operation of the facility.

•wnon we went into mis project; we 
rsaly fell...mat it we* mponanrio design 
a facility mat tne re»,.a! car companies 
haq bought m on.' says Bradford *we fan 
like tney were me experts on operational 
issues for their customers* sne adds, 
however, mat consensus among tna 
companies was Sometimes difficult to 
read). "We kino of sat on the sidelines and 
let mem fight it out,’ she says.

Tnat is something mat may oe 
particularly difficult at Miami international 
IMiA), where airport executives are in the 
earty design stages for a consolidated 
rental car feolny. The airport has 22 rental 
car companies signed on for its facility, 
and plans to accommodate an of mom. 
That compares to an average of 8 to 12 
compares at Other airports.

"it's not normal.' agrees Myra 
Bustamante. MiA's assistant aviation 
director for business, "it's going to be a 
cnapanga we have 10 or 11 very small 
local companies, and we have to balance 
how to give them enough space to oe 
effective alongside me larger companies. 
We are trying to figure out how to co- 
mmgie them. Tnere are a lot of 
cnaoenges coming up because of me

number of participants'
The record response at Mami was due 

m pert to tra tea  mat much of the area 
surrounding me airport m s been 
condemned, ano rental car companies are 
beit® forced to move ebewncre.

Airports can also cnoose whether to 
draft e l tie  contracts the same, or to 
negotiate inoMouai contracts with each 
rental car company At neuron 
m m a  oonai OArt. ter example, the deaf 
was negutatec with the companies as a 
pnupi "They ail nave ocactfy the same 
concession agreement there is just a 
different name an ft* says Bradford.

At 5FQ, however, the airport was 
required to conduct a competitive bid 
process, wrtn ejgnc companies gamed 
space in the facility. "The h&vst ladder 
got to cnoose their counter location and 
what level mar ready-stans would be 
located oa* says Duna/BUi the highest 
bidder only got trw  percentage of the 
tnen-uemn marttet share.*

Wamer-oooley says tna competitive 
approach nas same companies over6- 
bidding to ensure their spot in me faculty.

•sometimes companies on the margin 
will Did a higher minimum annua) 
guarantee just to get in,* she says. They 
can't do rrtoo oftan. but at select -jrports 
they wi« sometimes way overed. Just to 
mate mre they gat m.'

in general concessions fees for rental 
-ar contracts range from 9-10% of gross 
revenues.

c o m m o n  B u s in g  c u t s  
C o n g e s t i o n

Ona of mr -sy reasons airports are 
opting for consonoateo rental car facilities 
is tr e desire to cut down on congestion 
and pollution m and around terminal 
buildings. ‘A consolidated facility can 
dramatically reduce the amount of traffic 
congestion m the terminal core ana mat 
can nave a significant Impact on 
environmental conditions at tne airport,' 
waiter poms out.

Simwany airport executives say one of 
tne key goals is to control me curtafde j 
areas ana reduce congestion, are! Dunn of 
SFO says bus traffic is down by about 50%.

P l a n n i n g  f o r  a  C o n s o l i d a t e d  R e n t a l  C a r  F a c i l i t y

F i n a n c i n g :
A irport financial plan 
Debt capacity 
Financing alternatives 
Cost recovery 

methodology 
Customer facility charge 
Rems/Fees 
prelim inary costs for 

design &  planning

B u s in e s s  T e r m s :
concession ana lease 

negotiations 
Definition o f gross 

receipts/percentage fees 
Commitment to participate in 

fadlity/accom m oaation o f new  
entrants 

Level o f participation in 
planning/design 

Space allocation ana reallocation 
Methodology 

operational standards term

F a c i l i t y :
Airport m aster plan 
Avaiiaoie lana 
Traffk p /an/lm pact 
Curtisde congestion issues 
sizing o f facility 
cornpetrdVB considerations 
Layowall locations 
Future expansion/relocation 
Common husingfor alternative 

transportation
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aua m f



Jan-11-05 1 f: 14 Froa-Athbvrn and liaion
•nr v i •• ♦2771215 T-lli P.005/01I F-417

c o n s u m e d  rental o r  fadftraa um 
convnon d u s a  wtecn pkk trawlers up at 
tne WTrtneo and transport them to tns 
(•cUhy site. Also, soma facilities are 
serviced try lijnt rail from the airport 
terminals.

white congaaioo and pollution is down 
at tnose airports with consolidated 
faatmao, transporting travtters from me 
terminals to  the teritoy has sometimes 
Dean a cnanerge. Generally speaking, tne 
car rtmte companies jonroy contract out 
for m e Dus service. annough airport 
can choote to handle that cnora 

Thus far. moot rental car groups have 
mow n ncrvano Duses which previously 
ware operated primarily by nigner-end 
rental car companies sum as ham  add 
Avis one renra car executive complains 
mat common busing doesn't allow for 
differefrwriQn among me companies.

'a  rising tide Hfs oil Dears/ he say* 
•Basically Hera and m s , who use mgn- 
ena ouse* ruist In kaopmg me same 
(high emfl type for common busing

because may oom  w anttosee me m  
ofaarvcegooown The ofiar guys gat to

Dunn points out mat common Dunrrf 
temi nates tna constant stream of buses 
through tna terminal area, which, with 
company names at ooio lenars on the 
sloe provwr* invalteDia advenMng tar 
the companies 

But a farger probtom at least m terms of 
customer satisfaction. a  mat many 
customers are accustomed to rental car 
faciltfes directly in tna terminal, and they 
recant having to travel by bus or train to 
get meir car, For travelers wno nave 
cnooan to rent with a company not 
located m the consolidated facdty. tna 
frustration can do worse Those 
customers m o t take the bus or tram to 
the consolidatad faoiity. men boara a 
saoorw bus to th a  eompan/3 off-akpon 
location. Airports wnn a consolidated 
teoirty no longer avow any buses from 
Individual ramal car companies to offer 
curosioe pickup

Additionally, signaee et crucial, 
aspacfally in aarty days of i  new 
consoiktetad facitey.

A s o t  beneftr to the  fadldas s  m et 
airport arecutwes nave I M J M  a way to 
make soma aoamonai money from me 
factftfas oy prowsng anfWKsd customer 
service. Some faatua concessona-friost 
commonly inants ana beverages, 
newspapers and ATMs.

Dunn says S W 3 fnafity oflters ai of me 
above, "Nobody is saying mat s  ratal anop 
snouid go in. but more are certain 
amenities mat when you're located away 
from the mminati you new* to mink 
about* he say* And it doasnT hurt th i 
airpon to gain another concession oea  m 
tne process

w sv tia m  near your opinon buma trts 
antso. Ateasa flfracf pa correspondence
ta:C&&YJaftiatC&vfoatyoruvwicom
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Consolidated facilities promise to alleviate airport 

congestion, allow room for R A C  growth, open the door for 

more competitors, and provide travelers with a simplified 

rental experience. Three years after Its construction, the 

facility at Dellas/Fort Worth lnte-.3tional Airport proves the 

point and provides valuable lessons.

■y Albert Naaf

OaiourFi Worm* consoildared tac^ry openes in torcn 2000. Tne 
vrpon board acpv&y soughr Input mm we err rental mousey during 
Ow tadtys amvolopmenl

I t like a sit-down on The Sopranos — no otic wanted to be 
th a t, bis they had CD or elac. Anxious fingers massaged rabbled 
duns and nroskd fenry bangs. Socked Skt tit high like dinner 
plates. One RAC competitor sat otrwa from xbe other. e»r& wnh 
a different sgendc A f 162 million project — a consolidated rental 

ear facility —  needed to M designed and constructed. but no one 
could agree on the details. Meanwhile, deadlines hung in the air like 
meat hooka.

OK, nuybe the board meeting! for Dallas/Fort Worth 
International Airport's consolidated rents] facility weren't eased/ lilac 
that, but they cuw  ewfully elaat Cmg OvWtbrd, Vice president of

18 ARN Mamn/Apnl 2003

Back to
o l i d a t e d

airport concession* at DaQv Thrifty Automotive Group Inc. was 
there so be should know. He describes the initial group at* meeting! 
u  bdng toTfe tike World War HI Aliianm bid burned, and every­
one struggled n> protect their own best interests.

There were figbB among the car mual companies about alloca­
tion, fight* with the bond council on coverage requirement*, and 
fighu with the airport board over peuod nuts and infrastructure,' 
Crawford tap.

hoi dre btggert, toughest banks were among (be .'lACs.
*We wanted toknow who wa* going where." «J« Cra»<ford.TVbo 

had the minimum specoa, what was the minimum that it took to 
operate versus allocating everything baaed on m atte  share?’

At time* the debates grew so heated that board member* had to 
call dratouts. "“Sometimes we simply couldn't agree os rent-a-car 
agcaoes." caya Crawford. "Wr had to be protected against oundvw.*' 

8ur was u all worth h  in the codT Was the consaEdifctd rental 
focZxy bnrit re the satisfaction of everyone involved! Are customers 
p k w d  wiih the remits!

Thrw yean after opening. OFWs eosuolidsusd fonlirv projedt (till 
provides tome valuable losotu that contauie to mtwence plans for 
ftiture facilities.
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the Future of
R e n t a l  F a c i l i t i e s

Phase One: 
Strategic Planning

The rental ear icdustry approached 
authorities at DFW Airport in February 
1994 With concerns over spaa  constraints in 
their airport focdnw. The casting layout of 
the airport had rwo trm-a-car fanlgiat serv­
ing the four terminal buddings. Hertz. Avis. 
National and Budget had their own coun­
ters. but (here Ms no space available to 
accommodate additional companies. Dollar. 
Thrifty. Alamo, Enterprise and Advantage 
were authorized to serve the terminals, but 
operated cfT-airport- The airport fto litio  
were 23 yean old and inadequate u> *tvc the 
rectal customer vofurue.

Shuttle buses from the five off-sne opera­
tions, u  well as those located on airport,
struggled iq provide timely oirbudc service
to carrancn. Vehicle congestion had reached 
intolerable levels. Airline passengers experi­
enced delays, and complaints to airport and

rmt-a-cv personnel abounded. Building a 
consolidated rental feobty was necosary for 
the apacsioa, evolution and efficiency of 
DFW International Airport.

Phare one of the design process devel­
oped dunsg a m a  of monthly consults 
Porn. Through woriahop-scyte meetings, 
planning consul an ta. architects and repre­
sentatives from the airport bond and car 
rental industry ax down end mapped out 
project goals.

“They brought us m very early on in the 
process,*" ay« Rohm Bouts, vice president of 
properties at Omdeni Cir Renal Group 
They ukzd usfare tinoFuiput on thelocs- 
rioA of the eonsotidwed EldHcy, in  SBC, die 
uaospostauaa mode and bow to design the 
fa/-firry to best uubze and men the need* of
orpomm.’

One of the mam objective* was to replace 
(he airport's two aasting car rental facilities 
with a tingle location- The conceptual design

contract for this leg of the project wa* 
awarded ts Lockwood. Andrews Or Novnna 
Ifl. (UAN'J of Dallas. The design would need 
to aaomraoditc up to 12 cu  rental renano.

The design contract was awarded so 
Corgan Associates I c. t  Dallas. Airport 
•mhoritlei worked dosdy with the doiigzum 
and architects to auujc char the new ftalhy  
met quality and efficiency standards.

“We explored operational concepts rang­
ing from amoolidawd Individual frdbtiet w  
tingle-floor and multi-aory common struc­
tureC says Bob Blankenship, program man­
ager at DFW Airport "The two-jwry con­
cept with segregated rentals and returns wss 
doruoairmdd to be best (or customer ser­
vice. It wu simple to understand, odd there 
hu  no need to use vernal araosporaraoo 
with baggsgt’1

Consul a n ti were hired to conduct stad­
ia  for the proposed facility Among others, 
airport authorities ailed in Greiner Inc, a

ARN MarctVAprll 2003 19
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f:ground truisportaUon cnrwnmnt. m 
ckfin« (h* pfO j« «ad rrvkw pO I^K  
T w S ekO ew  1m  m u t in  brought on 
soxd to gvaluetc the propot ed ocSMaeo 
tnwmg opcrtnpo for the facility. Stadia aa 
road eoitdsdoB and uaffic rahnat « o i  
cooducird w w«lL

"The projoci rndudtd * new roadway 
InfiWiKtnrt Cu properly xrvjee tfca pro­
posed wc* BltaJcenihip aqn ’"Riffle mid- 
tn were dose to dcmroime the proper 
capacity of these ocv raadi X wefl m  du 
uspaa of (he JUC traffic aa CJu meting 
roadvwyi adjacent to the proposed ate* 

lb irdiuc ewbttdc trafic coogtncn, 
there would be t (logic, common shunk I
service nimporting rental eusromcji Beforw We consoiiaareO kaMy oponoolr\ Mare/) 2000, Thrift/ h*d no rv)W CCkmm on

Rent-a-car Industry rtpicstnUUvt* rvegou- 
gttd control of the shuttle system and creat­
ed a cooualaee to oversee the opera don. The 
committee oonsbted of several nrprwcQte- 
Qvti from the rental companies, along with

Project Timeline
February 1884: Car rental industry ana Dauas/Fi 
Worm Airport agree to develop a  new consolidated 
faculty to replace split operations
April IBM: Greiner inc. (ground transportation study 
conaufiant) is directed to define the project end 
review possible sites

April 1895: LAN Inc in Dallas wins a  contract to draw 
up a  conceptual design, working wftn representatives 
from the tour oo*airpon RACs (Hertz, Aws. Nations! 
and Budget) ana  five off-air port RACs (Datiar, Thnfry. 
Alamo, Enterprise and Advantage)
March 1996; Plans ara developed tor a  two-story 
facility organized wftn rentals on level one and u-turns 
on level two.
August 1686; Corgan Associates wins a contract for­
me design pnase.

Marcn 1888: GMax construction contract is finalized 
witn Tnomas S. Byrne inc

April 1986; A 9140 million bona sale closes far initial 
ecopeorworh.
April 24,1088: Facility construction Dagins
November 1989: A second £2 0  million bond sale 
closes for additional project elements.

February 2000: Map; project componenis completed.

March 28,2000: Facility opens to me public.

an airpun baud  member. The committee 
eventually decided that shanks would pick 
up rental cuatornas every five rainutn. 

Manhai! fan , general counsel of 
Advanragt Berji-A-Car. 
saw consoliduioA of the 
(hunk services as ■ cru­
cial *icp- ‘‘There were 
yrobe My about 150 
buses run by the uute 
individual companies,'’ 
says Fcm. "'Whm we 
wcat to the consolidated 
fcaiiry, that was icdoccd 
10 40 d o n  diesel, deao 
emissioas vehicles."

One vital aspect of 
(he initial planning

phase was to make the facility «  cenvc- 
iucoi for car renter* is  possible. Customer 
wrvice was a priority.

Anotha priority wu eruunny d u t the 
facility could (ccommodaie inevitable 
growth rptuo and changes fa business rot- 
unu. The design needed to be flexible so (htt 
Acw lerunu could move In easily.

~Jb wmmmodate femur growth, die west 
end of theboddmg and parking struflu* tan be 
exprodcd." nyt Bknkendnp- *Ihe raital id itt 
on levd oae a o  also be a p a d d  mtc the 
□ourryaid area"

A curtain wall lynsrn, located between 
die common budding and me parking struc­
ture, is flexible and designed to accommo* 
date growth. The counyatd between the 
parking ttruaurr and the budding provides

Major Project Components
Common Rental Builfling * 130,000 sq. ft.

• Level One Area = 71,000 sq. ft.
« penal Counter Area - 32,700 sq ft
• Level Two Araa ** 59,000 sq. fL
• Future Lease Araas - 21.000 sq ft

Parking Structure « 1.500,000 sq  ft
Overflow Surface Parking = 106,000 sq. ft.
Bus Maintenance Facility Sire * 6 acres
Bus Puncnase = 40 Low-Ftocr Buses
Common Areas - 46 acres
initial Service Sites = 74 acres
Expansion Areas = 50 acres

20 ANN Mareft/Aprtl 2003
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The projects Man M g fmrunxj j  t i4 0  mJtton bona 
salt in 1899000 a S20 maion bonasafcri JMS. a cut- 
rom«f f»QJrty charge rcpAys tne 60/itfa.

the apace far this expansion.
Tbs car rental companies argunawd 

space allotment in the new renal center, 
with market ware a primary pan migration- 
The facility, however, also ga^r i g w  to 
smaller opuitors and new o unna-

Duriag (he tnomhly m ttm p . airport offi­
cial* and consul to u t dfatribuaxi derailed 
progress report* to all involved in the ptanmng 
Sopx says )oc Ohwra, executive dam e; at 
DolLr Thrifty Automotive Group. "They were 
very informative cooadenng this was otw 
ground and a work jnpogpessArDFV/."

Phase Two: Financial Matters
Jama R. Bruce }r, current diraaor of avia­

tion at lea  A. Daly, w» project mwuger with 
Gotgan Associaio Inc. diamg phase two of the 
project. Utucb came sboed in August 1996 
with Ceigu to help refine and fern up design 
and eonaruoon budgets

Brum also defined two major project pal& 
Customer ooiMmcnce was omde a cop pnsnty 
Moreover: Bruce was intent on ensuring that 
6 * facility design pve no axaptriave adwn- 
tage to oar apcracr over anotha

For financing, DFW Airport authorises 
consulted with the Armais Capital Group,

22 AfIN March/Apnl 2003

the « k  uaaapmy that 
(ha financing p in  for Denver 
hrvraatiaoal Airport. Arcmjti 
Cspial Group was lam acquired by 
ABC Dais laugher, which haniflfd 
the second band issue.

2cbb Mi i*yitj vice of
propcruo fcr Hem i* the nmA "aid 
Aimcc Brown, than principal at 
Artemis Capital, approached the 
cowlidiotm vosrd sod prestitced s 
pbo tnxt (died on the sticngth of the 
o r  rental bwjncwto secure a amble 
bond ssje.

Tf i  band would fiamo* the fadF 
Iqt sad i  cunomer fadEry duuy 
(CFC) would tepay 6 c band Car 
raual euatnmm would be cjaiftd 
»  per day. vbfcj would pay off the 
debt service for a tom of no meet 
than 25 yeas.

How did the project planner* 
crrfvf at the CPC amount!

“At the dote the airport board 
agreed to let ihs project get underway, they 
had requested a 35 cap based on what we 
w a r looking at at Ok tune and w bu we 
projected business to be in the future,' 
Mad gen nys. “Thai was a comfbmbU fig­
ure chit did tioc concern tbc Industry, just 
a guideline dm  6 c board bad set that they 
didn’t want 6 c CFC to acred.’* A number 
of other airports — among ebon, 
Sacraments, Denver and Savanna. Go. —  
had implemented smuliar CFC*.

The fee can nse or drop, depending on 
the number of annual transactions, ays 
Brown. After the S/ll terrorist made*, the 
the board voted tn rose the 
CFC to S» because of the 
shrinking rewnue-

The DFW re a d  facility 
project marked ike first 
time 6 ar an airport used 
customer fadkty charges to 
awire financing, Brown add*.
"In (be p**r they ucre used as 
payment* to ruafca 6 s ddx 
scrvtm, but tbext was no 
ether credit behind dus 
financing. So this was the f in  
of It* kmd snd it wat solely

Kxassdbyfaa.’’
Armais divided the financial r a f ts  of 

the facility 6 m two distinct posts. The ini­
tial m gr of 6 c financing, which took 
place April 1991. Involved the first bond 
sale, which went for S140 mUlioo la 
November 1999, a $20 million band sale 
was granted for additional expense*, such 
as npaflainn of the parking structure, 
overflow parking lots, a bus tracking »y»- 
eem, additional signage and various tenant 
usptovancacs.

Artemi* bawd us financing approach cu a 
“pooled revtnua concept," in which CPC tr*- 
cnuct am pooled as seoortty tor • bond usne 
without credit sqhsocnacm. to other words. 
Ccvwtotd npfawv, the itatal car Iran action 
day* were pkdpsd behind the debt servjc*. 
These wen no guarantees or financial com' 
miUBena by the airport or the rental cu 
industry for p sy u m  of 6 a ddK terries.

“The debt was guaranteed through the 
insured bond.” says Madgttt. “The rental 
o r  industry snd airport bad no debt 
obligation «  rears the bond. They were 
inured  to guarantee payment. They [the 
insurers] accepted the foci that theic will 
alwaya be a car rental industry »  DFW snd 
its projected grow6  mad* state,"

The approach wotted opeaafty wail for 
(tw c»r ratal industry because no panxu)«T 
(ratal company bad to assume responsibility 
ftn the Othsr if one left 6 e market, asya 
Crawford. Tf DoOar, tor instance, w in the 
moHcet in Dallas u d  then chooses 6  law , do 
wr pickup our roizkct ami take irvnfc os? No- 
k u  amply ndictribuhd among thoce that are 
kb. There's teal security to having it this way"

Facility Cost Ovemew
• Common Buitotng SIB Miitkxt
■ Garage .£20 Million
• Parking Expansion S 7 Million
• Service Snes/FiniBrvOut 842 Miuwn
• lnfm*njctu/e $.35 Million
■ Soft cos* $oa Million

(benign, resting, inspection, teen)
• TOTAL $1132 MB Don

• Comp any-Fun Gad Ennancaments $6 Million
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Moody’s. Standard »  Prerk and Pilch all 
gcre ike bond a "irifto-A" ndng, making If 
attractive w potential nra— is, eayc Brown- 
*Ii was 6 c firs mac ttet ranag agmoes had 
dew sue*, wtndi yoralnot 6 « b a d  6  bt 
sob to dw public midusa.'

The t w d f a  heart tada^. coujjad wtth 
the bet 6 ax MBlA had iaimcd 6 * bead 
helped tower to u m  n w  dgnUcaadpAlao 
laitnutuoMi 6  acoiaog 6 c baed aak w«a a 
forfuilty study fa  the faaky.

“Iha fodbAlty Study bdpad cd lbow tua- 
tofttil and ftnrrot dan aa mA ta fectonn far 
ratal car (breams a  D Pvf aqs Tom 8 0 9 3 ,

•VfcVa happy >a 6 c sow  6 at we got otw 
baUM * mft O U n  “tab oaadad to pro- 
n it  better scrvire. but d*sg dawn iodda 
W i« mat ecsmk anoat parang these 
charges dewa to ear cuaoacn. If 6 c air­
port* mold fad another wqrre pay for 6 «
Actions, w 'd bt more than hippy w try tc"

PhaM Three Deeign end 
Construction

Phaae 6 «c of DPVtTs oeusolidetad raaud 
fitciUy — dedga and eomtructton — was a 
raca agzuuc M n 611 began two ycaa beffan 
the grouadbmakiag aranany 6  April 1*91

T h e  D F W  re n ta l f a c i l i t y  p ro je c t m a rk e d  th e  

f i r s t  r im e  th a t  a n  a ir p o r t  used  cu s to m er 

f a c i l i t y  charges to  s e c u rt f in a n c in g .

than seoiot via pratdeni at Armans. Tha faa- 
nbilky study also addmnd « fa  concerns as 
6 « type of space seeded at 6 * Adllcy and loi- 
dd and Ainmr CfC Uala.

Tbo ter rental industry naturally had 
mugiving* about 6 a CPC Qutenjcp 
alindy had to ommad with meuedny talcs 
sod wrchargM. Bat 6 am w toal to be no 
nable alternative aprtablero all puna*

tod ended m February 2000. when 6 a firtl- 
«y vai ready foa RAO to bags their mavr- 
Irv training and xaup.

In AagdsC IBM. Corps bagaa orfcgn 
devatopmeai tor 6 c now facility Brenda I. 
Stubd. scaaar project minaptr aa Co/gas, 
came aboard during phase two of the cptia- 
ttoa. C ap o  was contracted by airport beard 
member* to vank with man directly, box

Cocjtn had i—pnsiiliffirtn to a w a  *  
(faroas «  «m&. *Vlb war ashed to work *46 
6 a m od o r  agRUMt U if our w a u i  
ware dbecdy wah oa6  eoaigafflp Vfa eontad- 
ared there tna d re a , ' toaW “Hut 
w ant we bad to dafira 6 air peogmm heads 
and apply 6 on bo die scope of 6 U prejact,”

Bach nmol company bad a budget- 
Corgau wu ropandbU far assuring tisar 
RACs todowws ihoya budpri doacfy RACs 
aoold $p twyund tor scope of Ow program, 
but oa)y if they foBavad ih* base design 
requirement] defined by 6 « airport

'‘They could provide, out of thair own 
funding, expansion of din program to 
cabana material cawoloa or men expand 
6 * amount af  squaw footage that 6 a p o ­
p e .  budgat was otigimDy baaed upon.' 
say* Stubd.

Although rich rental flit* b  defined 
ihiough iu own corporate signature, 
Conaa drvulofad a dteign schema dial 
garo the tenner areas a sense of communi­
ty. Selection of materials, along with com­
mon design sfrmeuB. made 6 b  poftiblo. 
Patterns 6  6 c facility1* tana*** floor*, for 
example, were designed not crty to quata 
ao tonga, but to create a seat* of Bow in 
help direct customers reward (be rental 
OMOtaO.

T he oirvUlaar movtquru of the pat- 
w ar in the door occur all through die

M;l(l 1»‘ IC»*iiMillilaCi.lI K«.itt.)! 1 j  1 f.i» ilify  Pr’i i j r i i 1
| Compitfcc }J Eviluitlon Sttgc |

ABsuquerqwi (3/01) 
Cleveland (MB) 
Oellaa/R, Wonn (3AXJ) 
Minneapoirfi (S/00) 
Ontario p/99)
^«c«fnenw.(a*4) 

»0/M)

"v;,v v

f t  LautMraaifl (12/04) 
Houston (1AH) (&03)
ibMon ia/02)*
Oakland Intanm (6/03)

a;.

Atlanta (5/06)
Baltimore/
WWiingTDn (11/03) 
Cnlcago Midway (7/OB)
Fl Myers (2005)” 
losnaoe Chy (iE/05)
Uw Vsgsa (2005)
Miami (10/09)
Oobsna Pamwxmi (7/05 r  
Pbcmoc (2005)
San Jose (200B)*
Saane (2004)
VVWUnQtoi Dull** (2005)

Boston
Buroank
Chicago OXare (2ooe) 
Cmcinnau (2007) 
Dttyron (2008)
Mempri* (2007)
Nashviiis
New Orleans (2006) 
Prwaodpma 

Providance 
Silt Uko City 
San Antonio
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F*tfc*eftr a d  gno fm  a w ax  o f nation,* 
Sotx l. T o  vfoeo you come o t>  the 

building ft p w i you a  m k  of encoiaagr- 
meni n  r a n  moving through th« space to 
address tb< particular SAC that yovlt jmIo- 
fag-“ Cdllug panama w d oarersala rdn- 
forc* thn concept.

Various Stages of iha facility's design 
Mam Mill >n dm lopzscnt when am nrac- 
Cion began Corgan Associate* par together

a “guaranteed nuxizSB/n construction' 
(GVLut) contract to get the project under­
way a  G M u amKrucnon contract n g u t  
into play when a contractor is selected 
before lOOto of the construction docu- 
mcms ase complete.

“A CM tt pie *t gen the contactor on 
board earlier sc ’Sat you can a i r  wtvantag* 
of their eapenue,’ says Btuct Tr» * package 
of scope documents upon w&lch a comrsc-

tof defines a budget.'*
Thomss S. gytne vau the pnwrd conxrsc- 

«  6 at defined the HmVt far o w n iMQon 
8yna wcsbxd web Cocgaa and fan wrpoci  
board m namagt (he coosntudexi proem 

-About 9Mb of d a w k  *eu subaonaracodT 
apt James Sum, mptoaondan far Byrne. “We 
vast fae g a rn i cwinacnx fas mk lad about 4S 
to 60 arbcoatnm s waking on-fte.'

The construction schedule was tsasad on 
a ZZ-month design and boSd process that 
the (crural contractor fadldetcd through 
fan-iracfc packages.

“On fast trade you commonly would 
release a foundation package early so that 
they can itarr digging fix the foundation 
and ordering material*,* myt Brum. “Once 
you've done that ysoVe established the foot­
print of the building, but you haven’t fin* 
Uhed designing the building So you have to 
haw enough forethought to know what 
yoa're coaunimog to."

A total of 35 ft St* track packages Were 
iaaoed to Thomas 5. Byrne.

The hrpat obaade we bad was sdscdul- 
biga spiShiu. “And duSWM because ww bad so 
work in 20-pku pfcan* ar one tune. Our main 
cnooero was befog able toputa schedule togeth- 
p  that vewfeaabtcforaDUw can traftoa”

Prom m  infrastructure w tenant fitush- 
oat, Byrne and a boa of Mbconmcum 
worVad tQigesdy to complete the 5163 mil* 
Son frailty withm the scheduled 22-momb 
period.

“Wc probably «*tragcd shout 52 hours 
per week,” ays Sinu uCk*ar to the end of 
the projea there was more overtime."

The roroolidased facility opened to the 
public on March 25,2000-

Tta Industry's Assessment 
of the Finished Project

Most rental companies agree that DFWs 
consolidated facility is i  success. Generally, 
ciiscoBjaj i n  satisfied with their service 
and operations run smoothly. Bat (hat 
doesn’t mean the facility deign bai no pit­
falls. Fortunately, some of those have been 
ivetted La dux* recant consolidated facility 
projects.

“I chink Bob fifankcoibip did a great job 
at DFW? says Bono. “But one thing they 
found out in the process, as they got doser io
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opcoiuj, is thre the hdbiy was uodssbcd. 
Ybu won't ign — 1 —» u p m n o i  In ibe 
toduetry an tfau b a n c  if you're a m y  
small cneafoay, o p  a m  U a a id ed  uumT

Tb« vzt Untc wu remedied with die 
fdduianal J20 mDHofl allocated midway 
10 expand the project.

"The second thing* Baum adds. "u 
Dallas ha« outom en (wcksstg up Che ear 
oa our level and ntnn>li»| k  an  suottum 
On all tha projects dret we've moved for­
ward on knee, dial’s baeo eliminated."

Crawford agrees. f ro m  an operation 
jQrjdpoior. thr dual U««t) don't work 
very well because you can’t OBtt-dQlize 
the space,” be stye. “Although, from a cua- 
tomer standpoint, the split Irtfl b seamless.”

“ F r o m  a n  o p e ra t io n  

s ta n d p o in t , th e  d u a l le v e ls  

d o n 't  w o rk  v e ry  w e ll 

b ecau se  y o u  c a n 't  

c ro s s -u t iliz e  th e  sp a ce . 

A lth o u g h , f r o m  a  c u s to m e r  

s ta n d p o in t , th e  s p lit  

le v e l is s e a m le s s *

—  C ra ig  C ra w fo rd , D T G

Ready and return Balk on the nine Boor 
are mere effective, aays Bora. "There are 
Cuire when you want »  devote more of your
time to customers picking up can sad others 
co customers returning can.' he ssya. "You 
lore that capability when your rtrums are oa 
one level and yonr ready a n  arc on anothes.* 

The horseshoe shape of DFW’s termi­
nal also pores difficulties. ‘Buies aren’t set 
up to work on a horseshoe-shaped curb, 
they’re let up to run on a straight line," 
says Crawford. “You have to l&ucl there 

< b u m  on the curbs all the time, and the
;  wcar*tnd-tcsr is terrible.”

’ Bans] cum 
about tt t f io sf 
bccsttft of poo 
W o w  iRf t m tl 

direct tajtw i w 
should b< more 
to dw fedBty is 
before the d e b  
have missed the 
roll p h a . which
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La w y e r s
Mask E. Ashiukn

DONALD W. rieCLINTOCA III • C
n • Dani C»o««y - Wi^nAn S. Cuhhinos
Donna J. McCaiadt * A.W iuiah Sauk • Killy McCann

o» Counsel Julian L. Mason III • Kirstin Tincluh PriO man

January 28, 2005

Fax No. (907) 465-2418

Josh /. pplebee 
Legislative Assistant 
Legislative Affairs 
State Capitol 
Room 408
Juneau, Alaska 99801-1182

Re: Airport Security
O ur File No. 9497.110

D ear Josh:

Please find enclosed an article from two years ago regarding the Baltimore quick 
turnaround facility and also a Moody’s discussion o f the bond sale. I believe r*o 
M oody’s report provides a good background on CFC bond issuance and the reception by 
the market. W e hope to have other materials sent to you separately.

Very truly yours,

ASHBURN & MASON, P.C.

Z \  —

Donald W. McClintock

Enclosure

cc: Mark Pfeffer w/Enclosure

P:\CIicnts\9d97 airport garagdAppIcbcc L01.doc
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Baltimore Airport Renovation to Move Forward With Upcoming Sale =
By Aliion Vckthln

WASHINGTON— After delays forced 
by last year's terrorist attack.-., (he mas­
sive SI.ft billion expansion of Balti- 
tnore-Waablngton International Air­
port is picking up speed as it prepares 
for a bond sale next week for a now car 
rontaJ facility.

The Maryland Transportation Au­
thority is'planning to issue j  119.6 mil­
lion in fixable limited obligation rev­
enue bonds on June A on behalf of the 
Maryland Aviation Administration, 
which operates Ihe airport.

The bond proceeds wlIJ finance ihe 
construction of a consolidated rental car 
facility, at the airport in icivc the eight 
rental car companies operating there. 
Hertz Corp. has (he largest share of the 
airport’s rental car market Bl 28%, fol­
lowed by Avis Rent A Car System. hu z. 
at about 23%.

The bonds are secured by a $3 charge 
that will be assessed to daily car rental 
transactions originating at Ihe airport, 
which U located between Washington 
and Baltimo. z . Morgao Stanley i t  Co. 
is rhe senior managing underwriter, aad 
Piper Rodnlck LLP is legal counsel. 
MfiiA Insurance Corf, is insuring llic 
negotiated deal.

Moody’s Investors Service has issued 
an A3 rating with a stable outlook. FKch 
Ratings aad Standard & Foor’a havo 
not yet lamed ratings.

Moody's cited historic demand for car 
rentals, the administration’* rale flexi­
bility, and the ability of die current rental 
car activity levels In support the debt 
service without increasing rhe customer 
facility charge as 
factors contributing 
to the rating.

"With an A3 rat­
ing, we feel It’s n 
good credit," said 
Maria Matesanz, no 
analyst for Moody’s.

Airports initially 
were reluctant to en­
ter the market fol­
lowing (he terrorist 
attacks, said Mnle- 
sanz, who sees this
trend graduully rc- --------------------
versing itself.

"We've seen more issuance in (be last 
couple of months, indicating there U more 
comfort by investors and by issuers lo en­
ter the market," she said. "As traffic and 
revenues have come back, there has been 
more of a sense of resiliency is the sector."

We've S8BD more 
Issuance In the last couple of 
months, Indicating there Is 
more comfort by Investors 
and by Issuers io enter the 

[airport debt] market," says 
Moody's Maria Matesaoz.

the airport’s financing plans by much, 
according to Fred Rappe, director of fi­
nance at the Maryland Department of 
Transportation.

"We're pretty much on schedule where 
we were hoping to be at this time," he 
said. The entire project is scheduled (o 
be completed in 2006.

In August 2000, stale transportation of­
ficials announced plans 
lo issue $1 billion in 
tax-exempt bonds lo fi­
nance (he project, and 
construction began in 
April last year. But (he 
sales wore delayed af­
ter Sept. 11, when air­
port officials hesitated 
to go to market, in­
stead choosing to eval­
uate (he Impact of the 
attacks.

The authority last
 ----------------- went to market in

February with 5264 
million in tax-exempt revenue bonds to 
pay for an airport parking garage.

In addition, (he Maryland Economic 
Development Corp. expects to sell 
about $200 million la tax-exempt rev­
enue bonds later thic year to finance the

The terrorist attacks haven't delayed construction of a concourse at the air­

port, according to Hans F, Mayer, the 
agency’s executive director. The deal, 
which is still in the structuring stage, 
will be backed primarily by leue rev­
enues, Mayer said. An underwriter has 
not yet been selected and McGuire 
Woods LLP will serve as legal counsel, 
be added.

The slate-operated airport's projects 
ore financed by a transportation trust 
fond dedicated lo supporting the trans­
portation department. Sources of the 
fund include motor fuel taxes, motor ve­
hicle excise (axes, motor vehicle fees, 
and federal aid.

In February, Maryland Gov. I’arrlr N. 
Glendenlng announced (hat 2001 was 
the eighth consecutive record year for 
traveler* using the airport, wilh 20.4 mil­
lion people passing through the airport 
last year. This was a 3.9% Increase from 
passenger traffic in 2000, when 19.6 mil­
lion travelers used the airport.

The overall expansion and improve­
ment plan includes (be addition of 
12,000 covered packing spaces, new con­
courses and pedestrian bridges, moving 
sidewalks, and a monorail-ityle people 
mover system connecting the airport, 
parking garages, and tbc Amtrak station, 
which also jrf*w Maryland Rail Com­
muter trains. □

4

Latest A g r e e m e n t  to S a v e  Twins W o u l d  K e e p  T e a m  in M e t m d o m e f o r  A n o t h e r  Year
Cmilinuedfwm page / 
with Ihe 2003 season.

Many stadium advocates attribute (he 
Twin*’ continued existence lo the law­
suit filed last year after the league’s con­
traction plans were announced. Though 
no teams were named, the Twins were 
on the list or possible teams to be con­
tracted, according to many sports writers
"•Vn T»nirriTF* cm

team to make good on its current one- 
year lease extension and won. The com­
mission's lawsuit also contends that (he 
league’s contraction plana Illegally pre­
vented the commission from negotiat­
ing a long-term (case with (he team.

The extra rear the tentative agreement 
buys is considered essential lo  securing 
a final stadium financing scheme and

package approved by lawmakers and 
signed by Gov. Jesse Ventura last week, 
Lawmakers won't return lo work until 
January.

Under that stadium plan, the team 
would make an up-front payment of 
$120 million (bat would be invested by 
die stale. Minnesota in barn would sell 
taxable bonds (o pay for a $330 million

ctiabTIhe Teelslation to replace what " b allpark. Investment earning would cav-

must bs held on any new taxes.
Minneapolis officials believe (he leg­

islation favors St. Paul because it pre­
cludes Hennepin County, which in­
cludes Minneapolis, from participating 
in the financing. Minneapolis wants to 
spread out (be burden of (he stadium on 
a county-wide leveL

"Minneapolis now has the burden of 
paying f o r  about 85% of thelteget €ea-

rsiui
oi



J»n-28-05 11:08 Froa-'.nburn and Muon
M o o a y  s  -  v̂ uicic a e a rc n

♦2778215 T-121 P 004/008 F-418
Page 1 o f2

A'u.ic | • J *c.*f if'w a*v .. | ^ *« .*Ur< >

March by lissuer N « m £

fef (marytand transpor,

lO-. j n c e t  S E A R C H

user name
pasaworer

ran

B 5 8

SEARCH RESULTS > MUNICIPAL F IA N C E  V ISSUER SUMMARY

Maryland Transportation Authority
R e s e a rc h  L in k s
[  R e p o r t  T ypo

New Issue

New Issue

New Issue
Update 
New Issue

5 records
D atm  TR/o  )

23 MAY 2002 MOODY’S ASSIGNS A3 RATING TO MARYLAND
TRANSPORTATION AUTHORITY RENTAL CAR FACILITY 
REVENUE BONDS. SERIES 2002

S FEB 2002 MOODY'S ASSIGNS A2 RATING TO MARYLAND
TRANSPORTATION AUTHORITY'S AIRPORT PARKING 
REVENUE BONDS

27 APT. 1998 Maryland Transportation Authority
26 MAY 1993 Transp. Facility Project Revenue Bonds, '85
12 AUG 1992 Transportation Facility Revenue Refunding Bonds,

Series 1992
You have access to 0 of s available records. To increase your access please contact a Mooty's representative.

Is s u e r  D e ta ils
Sector. State, Airport, Toll Roads
State; Maryland (State of)
City/Town:
County:

W atctillst Status: No 
Date:
Direction:

TIcRer(s)! MDSTRN
CUSXP(s)i 574202, 574239, 574300

C u rre n t R a tin g  L is t 7 records
I Security Sale Oate SaleAmx Underlying Enhanced Insured Watch Bet Wstch Date t
^  Taxable Limited 4 JUN 2002 119,60 A3 No

Obligation Revenue 
Bonds, Series 2002 
(B altim ore/W ashington  
In ternational A irport 
Consolidated Rental 
Car Facility)
Revenue
A irport Parking 12 FEB 2002 264.08 A2 Aaa No
Revenue Bonds,
Series 2O02A 
and B 
Revenue

h t tp y /w w w jn o o d y s .c o m /m o o d y 3 /cus t/Q ckSearch /ackSearch  sea rch r e s u lt  aso?n id = 60n ri4 ? .4 13 * .  4 /30 r?0 (Y?
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Global Credit Research

23 MAY 2002

New-laaue: Maryland Transportation Authority

MOCtTTS ASSIGNS AS RATING TO MARYLAND TRANSPORTATION AUTHORITY RENTAL CAR FACILITY 
R£\ H R  BONDS, SERIES 2002 _______  ______  _____  _____

3X20 Mill Jon Debt Affected
Airport
MD
Moody's Rating
ISSUE . RATING

Taxable Limited Obligation Revenue Bonds, Series 2002 {Baltimore/Washington international ^  
Airport Consolidated Rental Car FacMty)

Sale Amount S113,600 J00

Expected Sate Date 08/04/02

Rating Description Rental Car Rvjfity Revenue Bonds

Opinion
NEW YORK, ktey 23,2002 -  Mood/a assigns an A3 underlying rating and stable outioc*. to tlw 5120 million 
Maryland Transportation Authority (MTA) Taxable Limited Obligation Revenue Bonds, BaHanore/Wsshington 
International Airport (Consolidated Rental Car Facility) Series 2002. The bonds are limited obligations 
secured solely by a charge that will be assessed to daily car rental transactions origi.taling 1rom the airport 
The mediurrhgrade underlying rating reflects the narrow revenue stream offset by fa'/oraWe demand for 
rental car services at the airport and legal provisions that provide adequate bondholder supoort The bond 
proceeds wit) finance construction of a  consolidated rental csr facility at Baltimore/Washington International 
Airport (BWJ) to serve the eight major rental car companies operating at the airport.

The tends are issued by the MTA on behalf of the Maryland Aviation Administration (MAAJ witich operates 
BW|. MTA has entered into lease with MAA, which obSgates MAA to remit die customer facility charge 
(CFC) to MTA for the repayment of the bonds.

NARROW REVENUE STREAM OFFSET BY RATE FLEXIBILITY AND STRONG D 5MAND; -LEVEL DEBT 
SERVICE COVERED BY EXISTING RATES AND NO GROWTH IN ACTIVITY

In Moody's opinion, historic demand to  car rentals, the MAA*s rate ftexfoility, and the abifity at the current 
(I.e. post September 11th) rental car activity levels to support the debt service without Increasing the CFC 
are key elements of the rating. The bonds are being issued to construct a consolidated rernal car facility to 
replace the separate facilities currently operated by rental car companies at the airport The bonds are 
secured by a per day CFC assessed to car renters. Thus, the revenues rre dependent uoon Ihe number and

I
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length of rental car contract*.
The Imposition of the S3J>0 par day CPC Login In March 2 X 1 . and revenue collodions to dnta hava boon 
deposited In the FadBty Improvement Rwtd, prlnwfy to cover the acquisition cf buset tha* wOI be used to 
transport customera to the now totality. The MAA wfl try to fonit fluctuation to the CFC charge and expects to 
continue to charge $3.00 through iha forecast ported. Thb charge nspnaeent* less than 10% of toe overage 
daty rental rate, which has remained constant adjusted tor inflation, over the last five year. The rata is not 
Itrdted. Wtuch Is a key element of toe A3 rating. However, the MAA has the flexibility pursuant to conoreolon 
agreements to assess additional rent rather than higher CPCs, and such rant would be included to Pledged 
Revenues. Even vrth a enneervotive assumption of no growth In the current levels of car retnal activity, 
wtiic i reflect a moderate dedne since September 11, tne CFC (a estimated to remain axistont and satisfy 
the 1 .2 5 x rate covenant
CAR RENTAL TRENDS SHOW POSITIVE GROWTH; SHOULD RECOVER TO PRE-SEPTEMBER 11 
LEVELS IN 2003
Moody's views the rental car trends at the airport as a positive factor. Transaction dsrra have grown an 
average of 9.1% since 1996, consistent with enplane mem growth at the airport. In particular rental car 
rentals heve increased approximately 2% In calendar year 2001, Including the effects of September 11, 
white enplaned passengers increased approximately 4%. In th* months since September 2001, too decline 
in car rental activity has also been conaetent with the decreases In enplaned passengers, «r: an average of 
approximately 8%.
Eight rental car oornpafees will occupy the lacillty. which wW be constructed to accommodate expansion. 
Hertz Corporation, whose senior unsecured bonds are rated Baa2, lias the largest share of tho airports 
rental car market at 28%. Avis, rated Ba1, represents about 23% of the airports operations. ANC rental 
corporation (ANC). rated BA3. operates National end Alamo, representing upproximittely 13.5% and 10% of 
the airport’s operations, respectively
Recent weakness In the US car rental business, evidenced by ANC*s bankruptcy filfrg, is considered In the 
rating assignment, but is not expected to impair tiy> ab»5y to service thu debt While the rental ear 
companies are the collecting agents tor the CFC, remittances w* occur monthly and will be supported by 
performance bonds covering four montha of collection. Furthermore, in ’he case of ANC. the US Bankruptcy 
Court has ordered that the CFC collected at BWI is the property of MAA and that MAA has a perfected first 
priority lien on the CFC collections at all tones.
The rental car companies are financing and developing their own eenrico areas, therefore increasing their 
commitment to the BWI market Moody's expects that the executed concession agreement; with the rental 
car companies have adequate flexibility to accommodate Individual rental car companies' growth strategies.
RENTAL CAR OPERATIONS SUPPORTED BY STRONG REGIONAL ECONOMY
In Moody’s opinion, the strong regional economy served by the airport is a key eterrtent In the rating 
assignment. Demand for rente) car transactions Is dependent on a number of variables, but regional 
economic aoth/tty re presents a key factor. BWI represents a strong O&D market and primaiily provides air 
service to the Baltimore MSA. Approximately 15% of the total passengers connect ttvough BWI. The airport 
also shares a broader secondary air service area with Ronald Reagan Washington Ifetionsl Airport and 
Dullac International Airport Mood/e does not expect the competition of National and Dulles to threaten the 
demand for car rentals at BWI to an extent that would threaten security for the bond s. The secondary air 
service ansa indudes portions of the Washington MSA The overall service area demonstrate) an 
increasingly diverse employment base with close proximity to the national capital ae wall or. an attractive 
tourist destination. Thus, the area economy provides a strong base for airport, and thus car rental, 
operations.
BONDS HAVE ADEQUATE LEGAL PROTECTIONS; NO RECOURSE TO AIRPORT OR RENTAL 
COMPANIES
In Moody's opinion, the bonds have adequate legal protections to provide for repayment. The Trust 
Agreament indudes a rate covenant requiring that CFCs be set to provide for 1-25 times debt service 
coverage. A portion of the coverage will, however, be provided through a debt service coverage fond equal 
to 16% of maximum annual debt service that will be funded with the bond proceeds. The S3.00 CFC Is 
sufficient to provide 1,10 times revenue coverage at 2000 car rental activity levels. In addition, a debt service
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reserve fond of maximum annual debt serve* will likely be provided through a surety poftcy wtti The bond 
irmirsr. The car rental companies wttl operate the faalrty: thus the CFC is required to cover only debt service 
and fimtted admWekaA** costa. The Tlust Agreement indudes provisions for build up of s  teoUty 
Improvement fond.

AH eight rental car companies have executed the agreements but they do not provide corporate guarantees 
of the bonds. Their obligation is lanited to the collection snd monWy remittance of Ihe iJFC rarsnues, and 
there is no security (such as a letter of credit) associated with that collection, in Moody's opinion, since the 
MAA has Imposed the $3.00 charge since March 1,2001, mere is minimal risk aaaocktad wttn timely 
construction of the facility, Moreover, the facility has a typical construction twm end b  not complex, 
mitigating the risk of cost ovsmms and potential need for completion bonds.
Outlook
Tho outlook for the underlying rating is stable, based on the strong service area supporting the rental car 
operations and tho absence of significant construction-related risks. The outlook also reflects the 
expectation that the bonds can be serviced within the 'no growth* scenario which kee|>s transaction days 
constant at FY 2000 levels.

KE7 STATISTICS

Type of Airport: O&D

CY2001 O&O Enplanements: 7,998,840

O&D/Total £n placement 85%
Expected Customer FadBty Charge per 7 nsaction Day. 53.00

Average Annual Growth In Rental Car Transaction Days 1986 - 2001:8.1%

Projected Average Annual Growth in Rental Car Transaction Days: 3.7%

Minimum Projected CRCF Debt Service Coverage: 1.3Ox (In FY 2003)
Analysts
Kevin Camey 
Analyst
Public Finance Group 
Moody's Investors Service

Timothy Blake 
Backup Analyst 
Public finance Group 
Moody's Investors Service

Renee Boicourt 
Director
Public Finance Group 
Mood/s Investors Service
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Journalists: (212) 5534376 
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© Copyright 2002 by Moody's investors Service, 99 Church Street. New York, NY 10007. All rights reserved.
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A a  INFORMATION CONTAINS! HEREIN i s  CO m iSH T lD  IN THE NAME O f MOODY'S WVKTORS SERVICE, INC 
rMOOOVS*), AND NONE OF SUCH INFORMATION MAY BE COAIED OR OTHERWISE RCPRODUCEC, REPAfaCAGEO, FUKTM» 
TRANSMITTED, TRANSrERRED, DISSEMINATED, RfiWSTRlBUTO OR RMOLD, Oft STORED FOR 8UM IQJBYT USE TOR ANY 
SUCH PURPOSE, W  WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, S'’  ANY P»SON  
WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All Information contained hcrrln N obtained By MOODY'S from source*
Believed By It to Be accurate anti rellaMe. Because o f the possibility of human and meaienkal w t y «  well M  oener factors, 
however, such information Is provided ‘ *s o '  without wrrranqf of any end and MOODY'S, In psffcuiar, makes no 
rtrpnaentauon or woirwty, express ur Implied, as to the accuracy, tlmeikwoB, eomptetonoos, mnhantaiuurv o r fitness for any 
particular purpose o f any such information, under no dm m tUnce shall MOOtJrs have any liability to c ry  parson o r entity for 
(a ) any lose or damage In whole o r m pert earned by. resulting from, or routing to any error (negligent c r otherwise) or othor 
drcumsfance of contingency w*hln or outildo the control oT MOODY'S or any of its directors, offluor*, omt*cyee* o r ago re  In 
connection w*h the procurement, oollecdon, oompltstton. Interpretation, communication, publication or delivery o f any such 
information, or lb) any direct, indirect, special, consequential, compensatory o r Inadenb l Homage* whatsoever (Including 
Without limitation, loot pro fib ), even If MOODY'S f* advised In advance o f the possibility of such damage*, nrtuftlng from the 
use of, or huotilty to use, tmy such in tonne tton. The credit ratings, if any, constituting pan o f the Information oontoined herein 
a rt. and muse bo construed solely n ,  statements o f opinion and not «ttCements o f fact or recummsndatlonB to purchase, soil 
o r hold any seo irtje* . NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, HM BUNES, COMPLETENESS,
m e rc h a n ta b ility  o r  f i t n e s s  f o r  any p a r t ic u la r  purpose op a n y  such  r a t in g  o r  o t h e r  op in ion  o r  in fo rm a t io n
IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER. Each rating or Other opinion must bo weighed 
solely as one factor in any Investment decision mode by or on behalf o f any uMr o f the information cornu In 00 heroin, tnd each 
sucn user must eceondhgly make te  o*m study and evaluation o f com security anti o f each issuer snd guarantor ol, tnd each 
provider o f oed lt svpport for, each security that It may consider purchasing, holding or soiling, funuant to Section 17(b) of 
Ch a Securities Act of 1933, MOODY'S hereby dbekeas that most Issuers o f debt securities (Inducting corporate and munkjpol 
bonds, debentures, notes and commercial paper) and preferred stock rated by MOODY'S have, prior to assignment o f any 
rating, ogreed m pay MOODY'S for the appmlssl and rating services rendered by it fees ranging from 91,000 to 91,500,000.


