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M E M O R A N D U M

Date: February 22, 2005

To: Senator Charlie Huggins, Chair
Senate Transportation Committee

From: Representative Tom Anderson, Chair
House Labor & Commerce Committee

Re: HB 115

Thank you for scheduling HB 115 for a Committee hearing on Thursday February 24, 2005.

Enclosed for your consideration are:
1. CS HB 115 (TRA)
2. Sponsor Statement
3. Sectional Analysis
4. Fiscal Notes (DOT)
5. Summary o f Committee Changes
6. Bill History
7. Backup Material

a. Letters o f Support
b. ADN article dated February 8, 2005
c. The Bond Buyer article dated May 30, 2002
d. Original version of HB 115

Thank you for your consideration o f  this legislation and for scheduling the hill pending referral.
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Sponsor Statement 
CS HB 115 TRA

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

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

HB 115 provides a mechanism (customer facility charges or “ l FCs” ) to improve airport facilities 
without the expenditures of state funds. The most common projects to use CFCs funds are car 
rental facilities. 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 w ill 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 fund the construction o f improvements on airport properties. CFCs have been 
imposed by many other airports around the country as a means of 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 have been used successfully to build these facilities.

During negotiations with the state over the implementation of 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 CFC 
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, w ill take custody of 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 of a customei facility maintenance charge to ensure the facility 
is well-maintained and kept up appropriately. The charge also avoids any impact on the airport’s 
operating budget as the airport w ill not be responsible for the maintenance and repair of the facility 
while under airport car rental company’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.

I urge your support for this bill.

February 15. 2005 -  CS HB 115 (TRA) 24-LS0300/Y
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S e c t i o n a l  A n a l y s i s  f o r  C S  H B  1 1 5  ( T R A )

BY: R epresentative Tom  A nderson

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 becomes the
operative stand alone section allowing for the collection of 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 of existing 
law. The new language clarifies that the CFCs w ill be remitted to the bond trustee 
and not 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 tfk imposition of 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 
w ill cover major repairs, on-going maintenance, utilities and insurance among 
other expenses. This w ill 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 fund is maintained so that when the state takes sole 
custody of it in 30 years, there are enough funds to undertake major repairs and 
allow the facility to be used for its real economic and physical life.

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

Febnary 15. 2005 - CS HB 115 (TRA) 24-LS0300\Y



Section 4.

Section 5.

Section 6.

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 of the state for the purpose o f these revenue bonds. This 
amendment clarifies that customer facility maintenance charges are not 
considered revenue of the state for the purpose of these revenue bonds.

AS 37.15.430(c) had been added by the 2001 amendment to clarify that CFCs 
sbr uld 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 
l iaintenance charge is remitted directly to a third party rather than the state.

Establishes an immediate effective date under AS 01.10.070.

February 15, 2005 - CS HB 115 (TRA) 24-LS0300VY



F IS C A L  N O T E

Revision Date/Time (Note if correction):__________________ Dept. Affected  DOT&PF______
Title Airport Customer Facility Charges_____________ RDU Adrr, ation & Support
______________________________________________________ Component Comn, Stoner's Office
Sponsor (H) Labor & Commerce____________________ ___________________________________
Requester House Transportation_______________________ Component No. 530

STATE OF ALASKA Fiscal Note Number: J _____________
2005 LEG ISLATIVE  SESSION Bill Version: CSHB 115(TRA)

(H) Publish Date: 2/9/05_________

Expenditures/Revenues______________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
°ersonal 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 EXPENDITURES | I i 1

CHANGE IN REVENUES ( ) | 1 | 1 ! |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: 0.0
Mark this box (X) if funding for this bill Is included in the Governor's FY 2006 budget proposal: I I

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

Prepared by: Nona Wilson_____________
Division Legislative Liaison, DOT&PF

Approved by: Mike Barton______________
Agency Commissioner. DOT&PF

(Revm ed 9 /23/2004 O M S) Page 1 O f __1_

Phone 465-3904 
Date/Time 2/7/05 2:38 PM

Date 2/7/2005



C S  H B  1 1 5  ( T R A )

Com m ittee Changes

House Transportation Committee added an immediate effective date on page 6 
line 28, the new Section 6
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O o m U R . F o n t*  T h e  H e r t z  C o r p o r a tio n

February 1,2005

Representative Tom Anderson 
State Capitol Room 408 
Juneau, AK 99801-1182

Dear Representative Anderson:

I am writing on behalf of The Hertz Corporation (“Hertz”) in support of HB 115. 
This bill would allow a consolidated rental car facility to be built and operated at the Ted 
Stevens Anchorage International Airport (die “Airport”) with private rather than public 
fhn&>.

This legislation, together with Ch. 99 SLA 2001, will provide access to the capital 
markets that will allow significant infrastructure improvements at the Airport without 
public expenditure.

In 2001 the legislature enacted Ch. 99 SLA 2001 to authorize the imposition of 
customer facility charges that would be used to support capital improvements at the 
Airport, however under the statute there was ambiguity whether the charges would be 
treated as the revenue of die State that may be subject to its pre-existing revenue bonds. 
Such ambiguity will likely hurt the marketability of the bonds, or at a minimum, increase 
the financing costs due to the inherent risk in such ambiguity.

This bill would clarify that proceeds of the customer facility charges would not be 
considered revenue of the State when the State docs not issue the underlying bonds. No 
state credit would be pledged in such bond issuance. In addition, HB 115 permits the use 
of customer facility charges to pay for the maintenance of the consolidated rental car 
facility as such facility will revert to the State upon repayment of the original 
construction bonds. These proposed changes would ensure that, among other things, a 
valuable capital project would be completed and properly maintained at the Airport, at 
little or no risk to the State.



Hertz believes that HB 115 offers an effective alternative for financing the 
construction and maintenance o f a consolidated rental car facility without burdening the 
State’s treasury.

For die foregoing reasons Hertz respectfully requests that the legislature approve 
this legislation.

uonaid k . Jfonte



An Independent Alamo Rent-A-C.i. 
ami National Car Rental Licensee

January 28, 2005 

Rep. Tom Anderson 

State Capitol Room 408 

Juneau, Alaska 99801-1182

Dear Rep. Anderson,

Sponsor Statement

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

Eurpo.se

This bill provides a mechanism, customer facility charges or “CFCs,” to improve airport 
facilities without the expenditures of 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 of 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 of improvements on airport properties

CFCs have been imposed by many other airports in the country as a means of 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. Dallas-Fort Worth and Denver are two examples out of many where 
CFC’s have been used successfully to build these facilities.

907-243-3138 fax: 907-243-3103 Alaska Sales & Services, Inc. P.O. Box 203207 Anchorage, A K  99502



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

'’’hose issues essentially revolve around clarify ing that the new revenue stream generated 
by the CFC would not be considered revenue of the state when the bond is a private 
initiative and ensuring that the bond trustee, not the state, takes custody of the funds. 
Without that clarification, bond counsel was concerned that the 2C01 language did not 
adequately clarify that the CFCs were not revenues of the state for >he determination of 
whether they would be subject to pre-existing airport bonds. The definition of what bond 
related purposes the CFCs could be applied to will also h j 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 of the term, it was also 
decided that it would be appropriate to allow the imposition of a customer facility 
maintenance charge to ensure that the facility is well-maintained and kept up 
appropriately. The charge also avoids any impact on the airport’s operating budget as the 
airport will not be responsible for the maintenance and repair of the facility while under 
RAC control. This authority needs to be set separately from the CFC again for the 
protection of the bond holders.

Sectional Analysis:

Section 1 The language that was added in ch. 99 SLA 200 i 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 becomes the 
operative stand alone section allowing for the collection of customer facility charges 
(“CFCs). It allows the commissioner of 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 of 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 of what types on indebtedness could be paid has 
been broadened to include debt service, creation of a debt service reserve fund, and to 
n set any other bond requirements.

New subsection (i) allows for the imposition of 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 of 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 opeiational 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 custody of it in 30 years, there are enough funds to undertake major 
repairs and allow the facility to be used for its real economic and physical life

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

Anchorage International Airport



Rental
Representative Tom Anderson 
State Capitol 
Room 406
Juneau, Alaska 99801

Floyd and Sons 
Inc.
3730 Spenard 
Road
Anchorage, AK. 
99517-2676

Telephone:
907-276-2850

Fax: 907 279-1326

Worldwide 
Reservations 
1-800-Til rifty
Anchorage Reservations: 
anchorage.thrifty.com

Dear Representative Anderson,

The purpose of this letter is to inform you of my support of building a new parking garage for the car rental 
companies at the Ted Stevens Anchorage International Airport. The car rental companies serving the 
airport have very little covered parking and have long walks or have to wait for a shuttle bus ride to the 
terminal when returning their vehicles. All the companies at the airport receive complaints monthly on the 
existing layout. The complaints are It ss in the summer months that in the winter months when renters 
arrive to icy parking lots and snow covered cars.

The proposed rental car parking garage will be built using no state dollars. Our rental car customers will 
pay a fee to pay for the construction, operation and maintenance of the facility. This garage will 
give all the traveling public better parking at the airport. When the project is finished the rental cars will be 
moved out the existing garage so the local traveling public will have more garage parking spaces available 
for their short term parking needs. The airlines will not be affected by the new garage since the airport is 
not bonding or increasing its debt load to build the garage.

In Alaska, tourism continues to be one of few growing industries. Anchorage continues to be the year 
around regional hub of travel. This facility will give all eight rental car companies the ability to service the 
tourist arriving daily in quick and efficient manner. Our customer complaints regarding outside parking in 
Alaska in the winter months will vanish. The renters will remember Anchorage and Alaska as an easy and 
customer friendly place to visit.

My brother Darrell and I have been renting rs here in Anchorage since 1978. We have always provided 
the best customer service with new clean vehicles. We need this facility so we can raise the standards of 
service to meet customer expectations. The existing lack of covered parking falls short of customer 
expectations every time.

So I ask that you support and pass HB 115 24 for the future of tourism in Anchorage and Alaska.

Sincerely,

Craig W. Floyd 
Vice President 
Floyd and Sons Inc. dba 
Thrifty Car Rental Alaska 
Phone 9C7.276.2855 extension 21 
Fax 907.279.1326
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TH E LAW  O F F IC E S  O F  
D A N  K . C O F F E Y

A  PROFESSIONAL CORPORATION 
207 EAST NORTHERN LIG H TS BLVD 

S U ITE  200 
ANCHORAGF!, ALASKA 99503

- a le p h o n a :  ( 9 0 7 )  2 7 4 - 3 3 6 5 T m a a x a i l a : ( 9 0 7 )  2 7 4 - 4 2 5 6

D a n  K .  C o f f e y  
d a o f tm ,  t i a o f f a y —l j t v .  n e t

f f .  S h e rm a n  K z m o n f  
a e m o n f S c o f f e v - l e w .  n e t

F e b r u a r y  4 , 2 0 0 5

R e p r e s e n t a t i v e  Tom A n d e r s o n  
A l a s k a  L e g i s l a t u r e  
S t a t e  C a p i t o l  Room 40 8  
J u n e a u ,  AK 9 9 8 0 1 - 1 1 8 2

D e a r  Tom:

T h e p u r p o s e  o f  t h i s  l e t t e r  i s  t o  p l e d g e  my s u p p o r t  f o r  B i l l  HB 
1 1 5  t o  b e  c o n s i d e r e d  b y  t h e  H o u se  T r a n s p o r t a t i o n  C o m m itte e  o n  
T u e s d a y ,  F e b r u a r y  8 th, 2 0 0 5 .

A s a n  RAC m em b er a n d  o w n e r  o f  D o l l a r  R e n t - A - C a r  i n  A n c h o r a g e ,  
I b e l i e v e  t h a t  f a c i l i t a t i n g  t h e  u s e  o f  C F C 's  t o  u n d e r w r i t e  t h e  b o n d  
i s s u a n c e  f o r  t h e  c o n s t r u c t i o n  o n  c o n s o l i d a t e d  c a r  r e n t a l  f a c i l i t i e s  
a t  TSA I A i s  i m p e r a t i v e  t o  t h e  g r o w th  o f  t h i s  i n d u s t r y .  O u r own 
c u s t o m e r s  a n d  c l i e n t s  w i l l  t a k e  o n  t h e  f i n a n c i a l  b u r d e n  o f  f u n d i n g  
t h i s  p r o j e c t  a n d  n o  S t a t e  d o l l a r s  w i l l  b e  a l l o c a t e d  f o r  t h e  
c o n s t r u c t i o n ,  o p e r a t i o n ,  a n d  m a i n t e n a n c e  o f  t h e  f a c i l i t y .

I n  a d d i t i o n ,  c e r t a i n  w e a k n e s s e s  i n  t h e  o r i g i n a l  p r o v i s i o n s  
a u t h o r i z e d  i n  2 0 0 1  w e r e  p o i n t e d  o u t  b y  b o n d  c o u n s e l  a s  t h e  QTA 
p r o j e c t  a t  TSA IA  w as  p r o g r e s s i n g .  T h i s  B i l l  w i l l  a d d r e s s  t h o s e  
w e a k n e s s e s  a n d  1 a p p r e c i a t e  y o u r  r e p r e s e n t a t i o n  i n  f i x i n g  t h i s  
p r o b l e m .

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

S i n c e r e l y ,

D a n  K r  C o f f e y
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adn.com — « w a
Anchorage Daily News

Proposal for airport rental-car garage before House
SPACE: P ro ject w ould be paid fo r w ith  a new fee collected fro m  custom ers.
B y LARRY PERS ILY 
A n c h o ra g e  D a ily  N ew s

(Published: February 8, 2005)

JUNEAU —  A H o u s e  c o m m it t e e  to d a y  w i l l c o n s id e r le g is la t io n  n e e d e d  f o r  a p r iv a te ly  b u i l t a n d  o p e ra te d  $ 4 1  m i l l io n  
r e n ta l c a r p a r k in g  g a ra g e  p ro p o s e d  a t th e  T e d  S te v e n s  A n c h o ra g e  I n t e r n a t io n a l A i r p o r t .

T h e  c a r r e n ta l c o m p a n ie s  o p e r a t in g  a t th e  a i r p o r t h a v e  b e e n  w o r k in g  f o u r  o r  f iv e  y e a r s  to  p u t to g e th e r a d e a l f o r  
c o v e re d  p a r k in g  fo r th e i r  c u s to m e r s , a lo n g  w i th  a g a ra g e  fo r  c le a n in g  a n d  fu e l in g  th e  v e h ic le s  o n  s ite , s a id  M o r t 
P lu m b , a i r p o r t d ir e c to r .

T h e  1 ,4 0 0 - s p a c e  g a ra g e  w o u ld  b e  p r iv a t e ly  d e v e lo p e d , b u t o w n e r s h ip  w o u ld  t r a n s f e r  t o  th e  s ta te  u p o n  
c o m p le t io n  o f c o n s t r u c t io n . C a r r e n ta l c o m p a n ie s  w o u ld  c o l le c t a n e w  fe e  f r o m  t h e i r  c u s to m e r s  to  c o v e r th e  
c o n s t r u c t io n  d e b t a n d  o p e r a t in g  c o s ts .

T h e  fe e  w o u ld  be n o m o re  th a n  $ 4  p e r d a y  p e r r e n ta l , s a id  f o rm e r  s ta te  R e p . A n d re w  H a lc ro , p r e s id e n t o f A v is  
A la s k a .

C a r a n d t r u c k  re n ta l c u s to m e r s  a l r e a d y  p a y  a 10 p e r c e n t s ta te  ta x  a n d  a n  8  p e r c e n t m u n ic ip a l ta x . R e n ta l 
a g e n c ie s  a ls o  c o l le c t a b o u t 11 p e r c e n t o n  e a c h  r e n ta l to  c o v e r a n  a i r p o r t c o n c e s s io n  fe e  a n d o t h e r  c o s ts .

P ro je c t d e v e lo p e r M a rk  P fe f fe r s a id  h e  h o p e s  to  s t a r t w o r k  th is  s u m m e r , w i t h  a n  o p e n in g  s c h e d u le d  fo r s u m m e r 
2 0 0 6 .

P fe f fe r s a id  h is  re a l e s ta te  c o m p a n y , V e n tu r e  D e v e lo p m e n t G ro u p , is p la n n in g  th e  fo u r - s t o r y  g a ra g e  n e x t t o  th e  
A la s k a  R a ilro a d  s ta t io n  a c ro s s  th e  s t r e e t f r o m  th e  a i r p o r t te rm in a l . A t 1 2 0 ,0 0 0  s q u a re  fe e t , th e  fo o t p r in t o f th e  
g a ra g e  w o u ld  c o v e r th e  e n t i r e  a re a  c u r r e n t ly  le a s e d  to  r e n ta l c o m p a n ie s  f o r  o u td o o r p a r k in g , p lu s  a b o u t 8 0  p u b l ic  
s p a c e s  in th e  o v e r f lo w  p a r k in g  a re a  b e h in d  th e  a i r p o r t g a ra g e .

"T h e  c a r r e n ta l c o m p a n ie s  w a n t th is  g a r a g e , "  H a lc ro  s a id . "A n c h o ra g e  is th e  w o r s t c u s to m e r - f r ie n d ly  c a r r e n ta l 
fa c i l i t y  in th e  c o u n t r y . "

R e n ta l c o m p a n ie s  le a s e a b o u t 8 0  s p a c e s  in s id e  th e  e x is t in g  o u b l ic  g a r a g e , n o t n e a r ly  e n o u g h  to  m e e t th e i r  n e e d s  
a n d fo rc in g  m o s t c u s to m e r s  to  w a lk  o u ts id e  o r  ta k e  a s h u t t le  b u s  to  th e  o u td o o r  p a r k in g  a re a , H a lc ro  s a id .

H e e s t im a te d  th e  c a r re n ta l in d u s t r y  in A n c h o ra g e  m a in ta in s  a f le e t o f m o re  th a n  5 ,0 0 0  v e h ic le s  d u r in g  th e  b u s y  
s u m m e r m o n th s .

C u s to m e rs  w o u ld  w a lk  b e tw e e n  th e  te rm in a l a n d  n e w  g a ra g e  th r o u g h  a n  u n d e r g r o u n d  tu n n e l , a n e x te n s io n  o f th e  
w a lk w a y  t h a t g o e s  to  th e  r a i l r o a d  s ta t io n , P fe f fe r s a id .

T h e  n e w  g a ra g e  w o u ld  b e s l ig h t ly  la r g e r th a n  th e  p u b l ic  g a ra g e  a c ro s s  f r o m  th e  te rm in a l , P fe f fe r s a id .

T h e  d e a l is n 't c o m p le te d , w i th  le g a l, f in a n c ia l a n d  c o n t r a c t is s u e s  to  re s o lv e , in  a d d i t io n  to  n e e d in g  th e  le g is la t io n , 
H a lc ro  s a id . "W e  d o  h a v e  s o m e  h u r d le s  to  o v e r c o m e . "
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T h e  le g is la t io n  is n e e d e d  s o t h a t th e  n e w  fe e  —  c a l le d  a c u s to m e r fa c i l i t y  m a in te n a n c e  c h a rg e  - -  c o u ld  b e u s e d  to  
c o v e r th e  c o n s t r u c t io n  b o n d s  f o r  th e  g a r a g e  a n d  o p e r a t io n s  a n d  m a in te n a n c e  a t th e  fa c i l i t y .

N e i th e r th e  s ta te  n o r th e  a i r p o r t w o u ld  b e  re s p o n s ib le  f o r  th e  c o n s t r u c t io n  o r  o p e r a t in g  c o s ts , w i th  th e  fe e  
d e s ig n a te d  a s th e  s o le  s o u r c e  o f p a y m e n t f o r  th e  b o n d  d e b t a n d  o t h e r  c o s ts , s a id  A n c h o ra g e  R e p u b l ic a n  R e p .
T o n  A n d e rs o n .

A l th o u g h  th e  n e w  fe e  w o u ld  g o  e n t i r e ly  t o  p a y  o f f th e  c o n s t i a c t io n  d e b t a n d  o p e r a t in g  c o s ts , th e  a i r p o r t w o u ld  
e a rn  re v e n u e  f r o m  le a s e  fe e s  o n  th e  la n d , P lu m b  s a id . T h e  r a te  s t i l l n e e d s  to  b e  n e g o t ia te d , h e  s a id .

A n d e rs o n  is c h a ir o f th e  H o u s e  L a b o r a n d  C o m m e rc e  C o m m it te e , w h ic h  in t r o d u c e d  H o u s e  B ill 1 1 5  a n d  w i l l h o ld  it s  
f i r s t h e a r in g  o n  th e  m e a s u re  th is  a f te r n o o n  in  th e  C a p ito l .

" I  d o n ' t n o rm a l ly  s u p p o r t fe e s , "  A n d e r s o n  s a id , b u t a i r p o r t u s e rs  ha ■* c o m p la in e d  a b o u t h a v in g  to  p ic k  u p  t h e i r  
r e n ta l c a r o u td o o r s . "T h is  is a g o o d  c o m p r o m is e . "

T h e  L e g is la tu r e  a p p ro v e d  a m e a s u re  in  2 0 0 1  a l lo w in g  c o l le c t io n  o f a c u s t o m e r fe e  to  p a y  o f f th e  c o n s t r u c t io n  d e b t 
o f s u c h  a p r o je c t , b u t a c h a n g e  is n e e d e d  to  ro l l in  th e  o p e r a t io n  a n d  m a in te n a n c e  c o s ts  w i th  th e  fe e , A n d e r s o n  
s a id .

I t -! a d d i t io n  to  c o v e re d  p a r k in g  o n  a ll b u t th e  to p  f lo o r , th e  g a ra g e  w o u ld  p r o v id e  r e n ta l c o u n te r s , a c a r w a s h  a n d  
re fu e l in g  s ta t io n s . B r in g in g  th e  s e r v ic e s  in t o  th e  g a ra g e  w o u ld  s a v e  th e  r e n ta l c o m p a n ie s  th e  t im e  a n d  e x p e n s e  o f 
d r iv in g  th e i r  v e h ic le s  o f f s i t e  b e tw e e n  e a c h  r e n ta l , H a lc ro  s a id .

" I t  w o u ld  r e a l ly  b e a s e l f - c o n ta in e d  fa c i l i t y , l ik e  a t m o s t a i r p o r t s , "  h e  s a id .

T h e  a i r p o r t in  2 0 0 0  c o n s id e r e d  b u i ld in g  a c a r r e n ta l f a c i l i t y  a c ro s s  J e w e ll L a k e  R o a d a t C o n n o rs  B og b u t d r o p p e d  
th e  id e a a f t e r  p u b l ic  c o m o 'a in t s  o v e r p a v in g  th e  a re a . T h e  C o n n o rs  B o g a re a  h a s b e c o m e  a p o p u la r d o g  p a r k , a n d  
n e a rb y  C o n n o rs  L a k e h s h a d  n e s t in g  lo o n s  in s u m m e r .

D a ily  N ew s r e p o r t e r  L a r r y  P e rs i ly  c a n  b e  re a c h e d  a t ip e r s i ly @ a d n .c o m  o r  in  J u n e a u  a t 1 - 9 0 7 - 5 2 3 - 9 3 0 6 .
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Tu b  Bond B v m

B a l t i m o r e  A i r p o r t  R e n o v a t i o n  t o  M o v e  F o r w a r d  W i t h  U p c o m i n g  S a l e

By Atl»oa Vckihln
WASHINGTON— After delays forced 

by last year’s Cenorlit attacks, ibe mas­
sive S I.8 b illio n expansion o f B a lti­
more-'Washington International A ir­
po rt is picking up speed u  it prepares 
for a bond sale next week for a new car 
rental facility.
The M aryland Transportation Au­

tho rity is'planning to IssaeSi 19.6 m il­
lion in taxable limited obligation rev­
enue bonds on June 4 on behalf of the 
M aryland Aviation Adm in istra tion , 
which operates I he airport.
The bond proceeds w ill Finance the 

cotw!ruction o f a consolida -d rental car 
facility, at the airport !o serve the eight 
rental car companies operating there. 
Hertz Corp. has the largest share o f the 
airport’s rental car market at 28%. fo l­
lowed by Avia Rent A Car System. Inc. 
at about 23%.
The bonda are seemed by a S3 charge 

that w ill be assessed to daily car rental 
transactions originating at ihe airport, 
which Is located between Washington 
and Baltimore. Morgan Stanley Ac Co. 
is rhe senior managing underwriter, and 
Piper Rudnick LLP is legal counsel. 
m o IA insurance Corp. ur insuring tiie 
negotiated deal.

Moody’s Investors Service has issued 
an A3 rating with a stable outlook. Fitch 
Ratings and Standard &  Poor's have 
not yeL issued ratings.
Moody's cited historic demand for car 

rentals, the administration’s rale flexi­
bility, and the ability of the current rental 
car activity levels lc support the debt 
service without increasing the customer 
fa c ility  charge as 
factors contributing 
to Ihe rating.
"W ith an A3 rat­

ing, we fee l i t ’ s a 
good cred it,” said 
Maria Matesanc, an 
analyst for Moody’s.
Airports in itia lly 

were reluctant to en­
ter the market fo l­
lowing (he terrorist 
attacks, said Mate- 
sanz, who sees this 
trend graduuily re- —— — — -  
versing itself.
"We’ve seen more issuance in (he last 

coupie of months, indicating there u more 
comfort by invested and by issuers lo en­
ter the marker," she said. "As traffic and 
revenues have come back, lisere has been 
juoib o f a sense o f resiliency it, ihe sector."

W e 'v e  se e i more 
issuance In the last couple ot 

months, Indicating there is 
more comfort by investors 
and by Issuers to enter the 

[airport dobQ m arket/' says 
(Woody’s Maria Matesanz.

the airport’s financing plans by much, 
according lo Fred Rcppe, director o f fi­
nance at the Maryland Department of 
Transportation.
"We’re pretty modi on schedule where 

we were hoping to be at (his time," he 
said. The entire project is scheduled to 
be comploted 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 the 
sides were delayed af­
ter Sept. 11, when air­
port officials hesitated 
to go to market, in­
stead choosing to eval­
uate the impact of (he 
attacks.
The authority lost 

. went to market in
February w ith $264 

million ia tax-exempt revenue bonds to 
pBy for on airport parking garage,
In addition, the Maryland Economic 

Development Corp. expects to sell 
about $200 m illion in (ax exempt rev­
enue bonds later (hie year to finance the

The terrorist attacks haven’t delayed construction of a concourse at the air-
4

Latest Agreem ent to Save Tw ins W ould Keep Team  in  M etrodom e fo r  Another Year
Continued fro m  page /  
with Ihe 2003 season.
Many stadium advocates attribute the 

Twins’ continued existence to the law­
suit filed last year after the league's con­
traction plats were announced. Though 
no teams were named, the Twins were 
on the lis t o r possible teams lo be con­
tracted, according to many sports w rite r
mKn MlMl

team to moke good on its current ooe- 
year lease extension and won. The com­
mission's lawsuit also contends that (be 
league’s contraction plans illegally pre­
vented the commission from negotiat­
ing a long-term lease with (he learn.
The extra year (ho tentative agreement 

buys is considered essential to securing 
a final stadium financing scheme sad 
ghsMlBfl legi sl ation to i

package approved by lawmakers and 
signed by Gov. Jesse Ventura last week, 
Lawmakers won’ t return lo work until 
January.
Under (hat stadium plan, the team 

would make in up-front payment of 
$120 million that would bo Invested by 
the stale. Minnesota in tare would sell 
taxablo hoods to pay for a $330 million

must be held on any new taxes.
Minneapolis officials believe the leg­

islation ftvo is St. Paul because it pre­
cludes Hennepin County, which in ­
cludes Minneapolis, from participating 
in the financing. Minneapolis wants to 
spread out (be burden o f (he stadium on 
a county-wide level.
"Minneapolis now has the burden o f

Irs>

port, according to Hans F. Mayer, the
a M cy’s executive director. The deal, 
rioh is s till in (bo structuring stage, 

w ill be backed primarily by lease rev­
enues, Mayer said. An underwriter has 
not yet been selected and M cG uire 
Woods L IP  w ill serve as legal counsel, 
he added.
The state-operated airport's projects 

are financed by a transportation (rust 
fund dedicated fo supporting the trans­
portation department. Sources o f the 
fund include motor ftiel (axes, motor ve­
hicle excise taxes, motor vehicle fees, 
and federal aid.
In February, Maryland Gov. Parrfcr N. 

Glendeaing announced (hat 2001 was 
the eighth consecutive record year fo r 
travelers using the airport, with 20.4 m il­
lion people passing through the airport 
Iasi year. This was a 3.9% Increase from 
passenger traffic in 2000, when 19.6 m il­
lion travelers used Ihe airport.
The overall expansion and improve­

ment plan inclndes Ibe addition o f 
12,000 covered parking spaces, new con­
courses and pedestrian bridges, moving 
sidewalks, and a monorail-style people 
mover system connecting (he alrporL, 
parking garages, and the Amtrak station, 
which also serves I'dryland Rail Com­
muter trains. □

*

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

5 FEB 2002 MOODY'S ASSIGNS A2 RATING TO MARYLAND
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26 MAY 1993 Transp. Facility Project Revenue Bonds, '85

12 AUG 1992 Transportation Facility Revenue Refunding Bonds,
Series 1992
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repreeentBdve.

Issuer D etails
Sedan
S t a t e ;
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County:

State, Airport, Toll Roads 
Maryland (State of) Watch Met statues 

Date: 
D irection: 

Tidcer(e)r 
CUSXP(s)!

No

MDSTRN
574202, 574290, 574350
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{ Security Sait Oate Sale Ami Underlying Enhanced Insured Watchtst Watch Date f
^  Taxable Lim ited 4 JUN 2002 119.60 A3 No

O b llfB tten Revenue 
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Revenue
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Global Credit Research 
Nm t Im w

23 M AY  ̂ 0 2

New-Issue: Maryland Transportation Authority

MOODY'S ASSIGNS AS RATING TO MARYLAND TRANSPORTATION AUTHORITY RENTAL CAR FACILITY

|120 M illion Pa be Affected

Airport
MID
Mood/a Rating 

ISSUE .

Tfcxsbls Limited Obligation Revenue Bonds, Series 2002 (Baltimore/Washington international 
Airport Consolidated Rental Car Fadty)

Sale Amount £119,600,000

Expected Sals Date 06/04/02

Rating Description Rental Car Facility Revenue Bonds

Opinion
NEW YORK, May 23,2002 — Mood/s assigns an A3 underlying rating and stable outlook to die 5120 million 
Maryland Transportation Authority (MTA) Taxable Limited O bligation Revenue Bonds, Behinore/Washington 
international Airport (Consolidated Rental Car Facility) Series 2002. The bonds are limited obligations 
secured solely by a charge that wW be assessed to daily car rental transactions originating hum the airport 
The medium-grade underlying rating reflects the narrow revenue stream offset by fy/orabie demand for 
rental car services at the airport and legal provisions that provide adequata bondhokJer supoo rt The bond 
proceeds wfll finance construction of a consolidated rental car fecfllty at Boajmote/Washlngton international 
Airport (BWJ) to serve Ihe eight major rental oar companies operating at the airport

The bonds are issued by the MTA or behalf of the Maryland Aviation Adminietration (MAA) which operates 
BW|. MTA has ent-^d into lease with MAA, which obligates MAA to remit the customer facHrty change 
(CFC) to MTA for tne repayment of the bonds.

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

In Moody's opinion, historic demand for car rentals, the MAA's rate itexfcitity, and foe abiity ol the currant 
(I.e. post September 11th) rental car activity levels to support the debt service without increasing the CFG 
ana Kay elements of the rating. The bonds are being issued to construct a consolidated m ra l car facility to 
replace the separate facilities cumnt)y operated by rental car companies at tfw airport The bonds are 
secured by a per day CFC assessed to car renters. Thus, (ha revenue* are dopendent upon Ihe number and

RATING

A3

I
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length of rental car contracts.

The impoeftfon of (haSa/yi per day CFC began In March 2001 .and revenue ooBedions to date hava been 
departed In the FecWy Inv’wement Rmd, prtrreaiy lo cover the aajjisltion of huees. that w« be used to 
transport customer* to the ratvfociRty. The MAA w ll toy to fim itfluduallon in 1he CFC charge and expects to 
amtimre to e tn»pe^j*1h rm V i the forecast period. This charge repnseanta less than 10% of 1he average 
daky rental rate, which has remained constant equated for inflation, over the last five year. The rate b not 
limited, whicn <s a toy stomont of the A3 rating. However, the MAA has the taajiW y pursuant ta concession 
agreement to asm s additional rent rather then higher CFCs, and euch rent would be inducted In Pledged Revert ^  Even wlfo a conservative assumption of no growth in the current levels of carrarnsl activity,
which retied a moderate dedne since September 11, the CFC « estimated to remain constant and satisfy 
the I25xratecuvenant

CAR RENTAL TRENDS SHOW POSITIVE GROWTH; SHOULD RECOVER TO PRE-SEPTEMBER 1 \ 
LEVELS (N 2003

Mood/s views the renal car trends at the airport as a positive factor. Transaction dvrs have grown an 
average of 9.1% since 1996, consistent witti enpbnemem growth at the airport, in particular rental car 
rentals hove increased approximately 2% in calendar year 2001, Including the effects of September 11, 
while enplaned passenger* increased approximately 4%. In the months since Sepienber 2C01, the decline 
in car rental activity has also been consistent with the decreases in enplaned passengers, at an average of 
approximately 8%.

Bght rental car companies wffl occupy the facility, which w\B be constructed to accommodate expenetan. 
Hertz Corporation, whose senior unsecured bonds are rated BaaZ. has the largest share of Ihu airports 
rental car market at 28%. Avis, rated Ba1, represents about 23% of the airports operations. ANC rental 
corporation (ANC). rated BAS. operates National and Alamo, representing approximately 13.5% and 10% of 
the airports operations, respectively.

Recent weakness In the US car rental business, evidenced by ANCs bankruptcy fHtrg, is considered In the 
rating asstyvnerrt. but is not directed to impair the abMy to service the debt WMe the rente! car 
companies are the collecting agents for the CFC, remittances w it o ccu r monthly and wU be su pported oy 
performance bonds covering four months of collection. Furthermore, in the case or ANC. the US Bankruptcy 
Court hes ordered that the CFC collected at BWI is the property of MAA and that MPA has a perfected first 
priority Hen on the CFC collections at aR tknes.

The rental cor companies are financing and developing their own service areas, therefore increasing their 
commitment to the BWI market Moody's expects that the executed concession agreements with the rental 
car companies have adequate flexibility to accommodate individual rental car companies' g owth strategies.

RENTAL CAR OPERATIONS SUPPORTED BY STRONG REGIONAL ECONOMY

In Moody's opinion, the strong regional economy served by the airport is a key element in the rating 
assignment Demand for reftW car transactions is dependent on a number of variables, bul regional 
economic a t vtty represents a key factor. BWI represents a strong OSD market and primarily provides air 
service to the Bettmors MSA. Approximately 15% of the total passengers connect through BWI. The airport 
also shorn a broader secc idery air service area wtih Ronald Reagan Washington National Allport end 
Dudes International Airport Mood/s does not expect tha competition of National ar>4 Dulles to threaten the 
demand for car rentals at BWI to an cedent that would threaten security for Ihe bonds. The secondary air 
service aree indudes portions of the Washington MSA The overall service area demonstratra an 
Increasingly diverse employment base with dose proximity to tire national capital m  well ae an attractive 
tourist destination. Thus, the area economy pruvide6 a strong base for airport, and thus car rental, 
operations.

BONOS HAVE ADEQUATE LEGAL PROTECTIONS; NO RECOURSE TO AIRPORT OR RENTAL 
COMPANIES

In Mood/s opinion, the bonds have adequate legal protections to provide for repayment The Trust 
Agreement includes s rate covenant requiring that CFCs bra sot to provide for 1.Z5 limes d>abt service 
coverage. A portion of the coverage w i. however, be provl.4ed through a debt servtoeeowxage fund equal 
to 16% of maximum annual debt service that w ill be fundee 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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nwerve fond cf maximum annual debt service wN likely be provided through a ewe<y policy w tti The bond
insurer. The car rental companies wilt operate the ftKflity; thus the CFC is requ+vd to cover only debt sarvtoe
and indted administrative costs. The ThJSt Agreement includes previsionft for build up uf a hK itty
Improvement hind.

AH eight rental ear compsnbs have executed the weeaments but they do not provide corpora’s guarantees 
of the bonds. 1 .s ir obligation Is iknhedte the coJecdon and monthly .remilance of the CFC revenues, and 
there Is no aacurtly (such as e letter of aodit) waocfcrtnd wflh that ootoedgn. in Moodyb opfcton, slrm  the
JMAA has Impoeed the 93.00 charge stnoe March 1,2001. there io mMmel rWcas9odeted wtdi tlm tfy
construction of 0ie facility. Moreover, the facflity has a typical construction term end la not complex, 
mfflgatfag the risk of coat overruns and potential need for completion bonds.
Outlook
The outlook for the underlying rating is stable, based on the strong service area supporting the rental oar 
operations and the absence of significant construction-related risks. The outlook also reflects the 
expectation that the bonds can be serviced within the "no growth* scenario which keeps transaction days 
constant at FY 2000 levels.

KEY STATISTICS

Type of Airport: o&D

CY 2001 O&D Enptanemenla: 7,098,840

O&D/Total Enpienement 85%

Expected Customer Fadfity Charge per Transaction Day. S3-00
Average Annual Growth in Rental Car Transaction Days 1998 - 2001:9.1%

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

Minimum Projected CRCF Debt Service Coven^e: i_3Qx (In FY 2009)
Analysts
Kevin Camey /

Timothy Blake ' ,
Backup Analyst 
Pubis Finance Group 
Moody’s Investors Service

Renee 0ok»urt 
Director
Public Finance Group 
Mood/s Investors Service

Contact*

Journalists: (212) 55*4376 
Research Clients: (212) 653-1025

9  Copyright 2002 by Mood/s Investors Servioe, 99 Church Street, New York, NY 10007. A ll rights reserved.
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