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G O V E R N O R ® G O V .S T A T E .A K .U S

F rank  H . Murk ow ski
Governor

S t a t e  o f  A l a s k a

P .O .  B O X  1 1 0 0 0 1  
J U N E A U ,  A l a s k a  9 9 8 1  1 -0 0 0 1  

(9 0 7 )  4 6 5 -3 8 0 0  
F A X  (9 0 7 )  4 6 5 -3 5 3 2  

W W W . O O V . S T A T E .A K .U S

O f f i c e  o f  t h e  g o v e r n o r  
J u n e a u

M a r c h  2 4 ,  2 0 0 5

T h e  H o n o r a b l e  B e n  S t e v e n s  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i to l ,  R o o m  1 1 1  
J u n e a u ,  AK 9 9 8 0 1 - 1 1 8 2

D e a r  P r e s i d e n t  S t e v e n s :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  C o n s t i t u t i o n ,  I a m  
t r a n s m i t t i n g  a  b i l l  r e l a t i n g  to  i n t e r n a t i o n a l  a i r p o r t s  r e v e n u e  b o n d s .

T h e  b i l l  w o u l d  a m e n d  A S 3 7 . 1 5 . 4 1 0  t o  i n c r e a s e  t h e  c u m u l a t i v e  
a u t h o r i z a t i o n  f o r  i n t e r n a t i o n a l  a i r p o r t s  r e v e n u e  b o n d s  f r o m  t h e  c u r r e n t  
$ 5 2 4 , 5 0 0 , 0 0 0  t o  $ 8 1 2 , 5 0 0 , 0 0 0 .  T h i s  i n c r e a s e  w ill  a l l o w  t h e  s a l e  o f  u p  tc 
$ 2 8 8 , 0 0 0 , 0 0 0  i n  n e w  i n t e r n a t i o n a l  a i r p o r t s  r e v e n u e  b o n d s  to  s u p p o r t  c a p i t a l  
i m p r o v e m e n t  p r o g r a m s  fo r  f i s c a l  y e a r s  2 0 0 6  t h r o u g h  2 0 0 9  a t  t h e  T e d  S t e v e n s  
A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t  a n d  F a i r b a n k s  I n t e r n a t i o n a l  A i r p o r t ,  w h i c h  
t o g e t h e r  c o m p r i s e  t h e  A l a s k a  I n t e r n a t i o n a l  A i r p o r t s  S y s t e m  (AIAS).
A S  3 7 . 1 5 . 4 1 0  s t a t e s  t h e  c u m u l a t i v e  a m o u n t  o f  b o n d s  a u t h o r i z e d  s i n c e  t h e  
c r e a t i o n  o f  t h e  i n t e r n a t i o n a l  a i r p o r t s  r e v e n u e  b o n d i n g  p r o g r a m ,  i n c l u d i n g  t h o s e  
a l r e a d y  fu l ly  r e t i r e d ,  a n d  d o e s  n o t  r e f l e c t  t h e  d o l l a r  a m o u n t  o f  b o n d s  
o u t s t a n d i n g  a t  a n y  g iv e n  t im e .

F u n d i n g  fo r  o p e r a t i o n s  a n d  c a p i t a l  i m p r o v e m e n t s  o f  t h e  A IA S i s  o b t a i n e d  
f r o m  c h a r g e s  fo r  t h e  u s e  o f  a i r p o r t  f a c i l i t i e s ,  p r i m a r i l y  p a i d  b y  c o m m e r c i a l  
a i r l i n e s .  T h e  A IA S a n d  t h e  a i r l i n e s  t h a t  a r e  s i g n a t o r i e s  t o  t h e  I n t e r n a t i o n a l  
A i r p o r t s  S y s t e m  O p e r a t i n g  A g r e e m e n t  h a v e  a g r e e d  t o  a  c a p i t a l  i m p r o v e m e n t  
p r o g r a m  a p p r o v e d  b y  t h e  s i g n a t o r y  a i r l i n e  r a t e p a y e r s  t h r o u g h  a  v o t i n g  
p r o c e d u r e  u n d e r  t h e  O p e r a t i n g  A g r e e m e n t .  W i th  f u l l  s u p p o r t  o f  t h e  a i r l i n e s ,  
r e v e n u e  b o n d  f u n d i n g  a l l o w s  t h e  c o s t  o f  l o n g - t e r m  a i r p o r t  p r o j e c t s  to  b e  s p r e a d  
o v e r  l o n g e r  p e r i o d s  o f  t i m e ,  s u c h  a s  t h e  u s e f u l  life o f  t h e  p r o j e c t s .  A n n u a l  d e b t  
s e r v ic e  w ill  b e  p a i d  t h r o u g h  a i r l i n e  r a t e s  a n d  f e e s  --  a n d  i n  s o m e  c a s e s ,  f e d e r a l  
g r a n t  p r o c e e d s  o r  p a s s e n g e r  f a c i l i ty  c h a r g e s .

C O n - ' - ; T T E E  C O p y
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A d d i t i o n a l  b o n d  a u t h o r i z a t i o n  u n d e r  A S  3 7 . 1 5 . 4 1 0  w a s  g r a n t e d  i n  2 0 0 1  
a n d  a g a i n  i n  2 0 0 3 ,  to  i m p l e m e n t  t h e  A IA S  c a p i t a l  i m p r o v e m e n t  p r o g r a m  
t h r o u g h  f i s c a l  y e a r  2 0 0 5 .  A d d i t i o n a l  b o n d  a u t h o r i z a t i o n  i s  n o w  r e q u i r e d  to  
f i n a n c e  t h e  c o n t i n u a t i o n  o f  t h e  c a p i t a l  i m p r o v e m e n t  p r o g r a m .  A S  3 7 . 1 5 . 4 1 0  
h a s ,  t o  d a t e ,  a u t h o r i z e d  t h e  s t a t e  t o  i s s u e  u p  t o  $ 5 2 4 , 5 0 0 , 0 0 0  o f  r e v e n u e  
b o n d s  t o  s u p p o r t  a i r p o r t  p r o j e c t s .  T h i s  a u t h o r i t y ,  c u m u l a t i v e  s i n c e  t h e  
i n c e p t i o n  o f  A S  3 7 . 1 5 . 4 1 0 ,  h a s  b e e n  e x h a u s t e d ,  w i t h  o u t s t a n d i n g  b o n d  
p r i n c i p a l  s t a n d i n g  a t  a p p r o x i m a t e l y  $ 4 2 7 , 0 0 0 , 0 0 0  a s  o f  J u n e  3 0 ,  2 0 0 4 .  T h e  
i n c r e a s e  i n  t h i s  b i l l  is  r e q u i r e d  t o  a l l o w  t h e  s a l e  o f  a d d i t i o n a l  b o n d s .

T h e  a u t h o r i t y  s o u g h t  i n  t h i s  b i l l  w o u l d  i n c r e a s e  t h e  b o n d  a u t h o r i z a t i o n  
l i m i t  to  f i n a n c e  c a p i t a l  i m p r o v e m e n t s  a t  b o t h  t h e  T e d  S t e v e n s  A n c h o r a g e  
I n t e r n a t i o n a l  A i r p o r t  a n d  F a i r b a n k s  I n t e r n a t i o n a l  A i r p o r t  t h r o u g h  f i s c a l  y e a r  
2 0 0 9 .  B y  i n c l u d i n g  t h e  fu l l  a u t h o r i z a t i o n  i n  t h i s  b i l l ,  t h e  s t a t e  c o u l d  s e l l  b o n d s  
i n  a  s i n g l e  o f f e r in g  o r  i n  m u l t i p l e  o f f e r i n g s ,  a s  b e s t  m a x i m i z e s  t h e  e f f i c i e n c y  a n d  
r e d u c e s  t h e  c o s t  o f  b o n d  i s s u a n c e ,  w h i l e  p r o v i d i n g  f i n a n c i n g  a s  r e q u i r e d  to  
m e e t  p r o j e c t  n e e d s .

A t  A n c h o r a g e ,  t h e s e  b o n d  p r o c e e d s  w o u l d  p r o v i d e  s o m e  o r  a l l  o f  t h e  s t a t e  
s h a r e  fo r  f e d e r a l  a i r p o r t  i m p r o v e m e n t  p r o g r a m  p r o j e c t s  s u c h  a s  a i r f i e ld  
p a v e m e n t  m a i n t e n a n c e ,  e q u i p m e n t ,  n o i s e  a b a t e m e n t  p r o g r a m  i m p l e m e n t a t i o n ,  
m a s t e r  p l a n n i n g ,  a d v a n c e d  p r o j e c t / p a r k i n g  d e s i g n  s t u d y ,  a n d  a i r c r a f t  r e s c u e  
a n d  f ire  f i g h t i n g  b u i l d i n g  r e h a b i l i t a t i o n .  A n c h o r a g e  b o n d  p r o j e c t s  n o t  p r i m a r i l y  
s u p p o r t e d  b y  f e d e r a l  m o n e y  i n c l u d e  s u c h  p r o j e c t s  a s  i n f o r m a t i o n  t e c h n o l o g y  
i m p r o v e m e n t s ,  t e r m i n a l  r e h a b i l i t a t i o n ,  g e n e r a l  a v i a t i o n  p a r k i n g  a n d  t a x i w a y  
r e l o c a t i o n ,  a n d  h o m e l a n d  s e c u r i t y  r e n o v a t i o n .  B o n d  p r o c e e d s  a l s o  w o u l d  f u n d  
t h e  l i o n ’s  s h a r e  o f  t h e  A n c h o r a g e  S o u t h  T e r m i n a l  C o n c o u r s e  A  a n d  B r e m o d e l  
p r o j e c t .

A t  F a i r b a n k s ,  t h e s e  b o n d  p r o c e e d s  w o u l d  p r o v i d e  t h e  s t a t e  s h a r e  fo r  
p r i m a r y  r u n w a y  r e c o n s t r u c t i o n ,  i n c l u d i n g  p a v e m e n t  r e p l a c e m e n t ,  a s s o c i a t e d  
a i r f i e ld  l i g h t i n g  r e c o n s t r u c t i o n ,  a n d  r e l o c a t i o n  o f  t h e  h e a v y  a i r c r a f t  c a r g o  a p r o n  
to  m e e t  a i r p o r t  d e s i g n  c r i t e r i a  a n d  to  p e r m i t  d e v e l o p m e n t  o f  u n d e r u t i l i z e d  l a n d .  
B o n d  p r o c e e d s  a l s o  w o u l d  r e p l a c e  w o r n  o u t  a i r p o r t  o p e r a t i o n s ,  s a f e t y ,  a n d  
m a i n t e n a n c e  e q u i p m e n t .  F in a l l y ,  t h e  b o n d  p r o c e e d s  w o u l d  p r o v i d e  t h e  b u l k  o f  
t h e  f u n d i n g  n e c e s s a r y  fo r  a  t e r m i n a l  a r e a  d e v e l o p m e n t  p r o j e c t  a t  F a i r b a n k s .  
T h i s  p r o j e c t  w o u l d  u p g r a d e  a n d  r e p l a c e  F a i r b a n k s  t e r m i n a l  f a c i l i t i e s  t o  r e s o lv e  
s e i s m i c  a n d  c o d e  d e f i c i e n c ie s ,  a s  w e l l  a s  t o  a c c o m m o d a t e  f u t u r e  g r o w t h  in  
p a s s e n g e r  n u m b e r s .

T h e  A IA S  is  a n  i n c r e a s i n g l y  v i t a l  a n d  g r o w i n g  p a r t  o f  o u r  e c o n o m i c  
e n g i n e .  T h e  AIA S a n d  t h e  s t a t e ’s  m a j o r  a i r  c a r r i e r s  p r o p o s e  t o  c o n t i n u e

T h e  H o n o r a b l e  B e n  S t e v e n s
M a r c h  2 4 ,  2 0 0 5
P a g e  2



d e v e l o p i n g  o u r  w o r l d - c l a s s  i n t e r n a t i o n a l  a i r p o r t s  t h r o u g h  t h e  i m p l e m e n t a t i o n  
o f  t h e  I n t e r n a t i o n a l  A i r p o r t s  O p e r a t i n g  A g r e e m e n t ,  s u p p o r t e d  b y  t h e  i s s u a n c e  
o f  t h e  a d d i t i o n a l  r e v e n u e  b o n d s  t h a t  w o u l d  b e  a u t h o r i z e d  b y  t h i s  b i l l .  I n  o r d e r  
to  a s s u r e  t i m e l y  p r o j e c t  d e v e l o p m e n t ,  I u r g e  y o u r  p r o m p t  a n d  f a v o r a b l e  a c t i o n  
o n  t h i s  m e a s u r e .

T h e  H o n o r a b l e  B e n  S t e v e n s
M a r c h  2 4 ,  2 0 0 5
P a g e  3

S i n c e r e l y  y o u r s ,

F r a n k  H .  M u r k o w s k i  
G o v e r n o r

E n c lo s u r e



FRANK H. M URKO W SKI, GOVERNOR

D E P A R T M E N T  O F  T R A N S P O R T A T I O N  /
3132 CHANNEL DRIVE 
JUNEAU, ALASKA 99001-7898

A N D  P U B L I C  F A C I L I T I E S  /
OFFICE OF THE COMMISSIONER 

April 4, 2005

TEXT: (907)465-3652
FAX: (907) 5868365
PHONE: (907) 4658900

The Honorable Charlie Huggins 
Chair, Senate Transportation 
State Capitol, Room  417 
Juneau, Alaska 99801

Dear Senator Huggins:

I respectfully request that you schedule Senate Bill 153 for a hearing before the Senate 
Transportation Committee. This bill would authorize the sale o f  up to $288 million in new  
international airport revenue bonds that will fund terminal remodels at the Anchorage and 
Fairbanks International Airports. In addition, it would provide state matching dollars for federal 
airport improvement projects and fund other sm aller capital im provem ent projects.

Annual debt service on the revenue bonds will be paid for primarily through airline rates and fees. 
All the projects requiring bond funding were approved by the Alaska International Airport 
System s’ 26 signatory airlines in January o f  this year.

At the Ted Stevens Anchorage International Airport, the bond package includes $91 million for a 
seismic retrofit o f  the A  and B concourses o f  the South Terminal. The fix ensures that the rest o f  
the terminal m eets current health and safety standards and will assist with busin. s development.

In addition to the Concourse A and B retrofit, bonds will provide funding in A nchorage for the 
federally required match for airfield projects and equipment.

In Fairbanks, $86.8 million in bond proceeds will u p g ra d e . d replace terminal facilities to 
accomm odate future growth in passenger num bers and address seismic and code issues. Bond 
proceeds will also provide for the state share o f  primary runway reconstruction and replacement 
o f  airport equipment.

Cash flow analysis indicates the need for a bond sale in January o f  2006.

The Governor has submitted in his FY06 capital budget som e spending authority requests for 
portions o f  the bond-funded program  to be initiated in FY06. Additional spending authority for 
bond-funded projects will also be required in fiscal years 2007 through 2009.

I urge your prom pt and favorable action on this measure.

Sincerely,

Mike Barton 
Commissioner

J5AT34LH Provid ing  fo r the movement o f people a n il g o w k  o ih i the delivery «»/ slate service';.



AIAS Bond Funding Requirement

I  AIRPORT ITEM OTHER
FUNDING BONDS TOTAL I

|  ANC A&B Retrofit 51.5 91.5 143.0 |

|  FAI TERMINAL 12.4 86.8 99.2 §

ANC CIP (FY06 09) 118.8 29.2 148.0

FAI CIP (FY06 - 09) 50.4 5.5 55.9

Deferred CIP (FY04 - 06) 0 . 0 19.9 19.9

TOTAL 233.1
m

Capitalized Interest

Issuance Costs

Total Bond Sale

23Z9
30.2

466.0



Alaska International Airport System 
FY06 - FY09 

Bond Funded Projects

FA I B ond  A m o u n t T o ta l  P ro je c t

Federal Match - Runway Reconstruction $ 2,587,500 $ 51,750,000
Airfield M aintenance Equipment $ 2,934,000 $ 2,934,000
Terminal Redevelopment $ 86.843.500 $ 99,843,500

$ 92,365,000 $154,527,500

A N C

Federal M atch -  Airfield, Aprons, GA Parking, Taxiways $ 5,439 52 $ 51,307,848
AO A  Snow M elting System $ 3,000,000 $ 3,000,000
South Terminal Seismic and Security Retrofit $ 91,500,000 $143,000,000
Consolidated Facilities Center $ 5,000,000 $ 5,000,000
Hom eland Security/Terminal Area Upgrades $ 13,639,000 $ 14,639,000
Noise Abatem ent and Land Acquisition $ 2,661,000 $ 23,361,000
Safety/Security/Information Systems Improvements $ 6,474,000 $ 11,974,000
Utilities/Roads/Grounds Upgrades $ 5,084,000 $ 6,584,000
Airfield M aintenance Equipment $ 4,363,000 $ 18,033,000
A dvance Project Planning/Design $ 6.900.000 $ 10.900,000

$144,060,362 $287,798,848
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A l a s k a  I n t e r n a t i o n a l  A i r p o r t  S y s t e m  
F Y 0 6  -  F Y 0 9  

B o n d  F u n d e d  P r o j e c t s

FAI Bond A m o u n t T o ta l  P ro jec t

Federal Match - Runway Reconstruction $ 2,587,500 $ 51,750,000
Airfield M aintenance Equipment $ 2,934,000 $ 2,934,000
Terminal Redevelopment $ 86.843.500 $ 99,843.500

$ 92,365,000 $154,527,500

A N C

Federal M atch -  Airfield, Aprons, GA Parking, Taxiways $ 5,439,362 $ 51,307,848
AO A  Snow Melting System $ 3,000.000 $ 3,(A J,000
South Terminal Seismic and Security Retrofit $ 91,500.000 $143,000,000
Consolidated Facilities Center $ 5,000,000 $ 5,000,000
Hom eland Security/Terminal Area Upgrades $ 13,639,000 $ 14,639,000
Noise Abatem ent and Land Acquisition $ 2,661,000 $ 23,361,000
Safety/Security/Inform ation Systems Improvements $ 6,474,000 $ 11,974,000
Utilities/Roads/Grounds Upgrades $ 5,084,000 $ 6,584,000
Airfield M aintenance Equipment $ 4,363,000 $ 18,033,000
A dvance Project Planning/Design $ 6.900.000 $ 10.900.000

$144,060,362 $287,798,848
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FISCAL NOTE

S T A T E  O F  A LA SK A
2005 L E G IS L A T IV E  SESSIO N

R e v is io n  D a te /T im e  ( N o te  if c o r r e c t io n ) :  
T itle A irport B o n d s_______________

Fiscal Note Number: 1
Bill Version: SB 153
(S) Publish Date: 3/29/05

D ept. A ffected ;____________ R e v e n u e
RDU R e v e n u e  O p e ra tio n s

S p o n s o r
R e q u e s te r

R u le s  C o m m ittee
C o m p o n e n t T re a s u ry  D ivision

G o v e rn o r

Expenditures/Revenues

C o m p o n e n t No. 

( T h o u s a n d s  o f  D o lla r s )
N ote: A m o u n ts  d o  n o t in c lu d e  inflation u n le s s  o th e rw ise  n o te d  below .
O P E R A T IN G  E X P E N D IT U R E S FY 2 0 0 6 FY 2 00 7 FY 2 0 0 8 FY 200 9 FY 2 0 1 0 FY 2011
P e rs o n a l  S e rv ic e s
T rav el 15.0
C o n tra c tu a l 10.0 10 .0 10 .0 10.0 1 0 0
S u p p lie s
E q u ip m e n t
L an d  & S tru c tu re s
G ra n ts  & C la im s
D eb t S e rv ic e 1 9 .4 6 5 .2 1 9 ,4 6 5 .2 1 9 ,4 6 5 .2 1 9 ,4 6 5 .2

T O T A L  O P E R A T IN G 15.0 10.0 1 9 ,4 7 5 .2 1 9 ,4 7 5 .2 1 9 ,4 7 5 .2 1 9 ,4 7 5 .2

C A P IT A L  E X P E N D IT U R E S  | |

C H A N G E  IN R E V E N U E S  ( ) | • * * •

FU N D  S O U R C E (T h o u s a n d s  of D ollars)
1 00 2  F e d e ra l  R e c e ip ts
1 0 0 3  G F  M atch
1 0 0 4  G F 15.0 10 .0 10 .0 1 0 .0 10.0 1 0 0
1 0 0 5  G F /P ro g ra m  R e c e ip ts
103 7  G F /M en ta l H ealth
AIAS R e v e n u e  F un d 1 9 ,4 6 5 .2 19,41:5.2 1 9 .4 6 5 .2 1 9 .4 6 5 .2

TO TA L 1 5.0 10.0 1 9 ,4 7 5 .2 19 4 7 5 .2 1 9 ,4 7 5 .2 1 9 ,4 7 5 .2

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 00 5) c o s t : 0 .0
M ark  t h i s  b o x  (X) If fu n d in g  fo r  t h i s  b ill i s  in c lu d e d  in  th e  G o v e r n o r 's  FY 2 0 0 6  b u d g e t  u r o p o s a l :

P O S IT IO N S
Full-tim e
P a rt- tim e
T e m p o ra ry

A N A L Y SIS: (Attach a separate page it necessary)
T h is  le g i s l a t io n  a u t h o r i z e s  t h e  S t a t e  B o n d  C o m m i t t e e  to  i s s u e  $ 2 8 8 .3  m illion  in r e v e n u e  b o n d s  to  s u p p o r t  
t h e  A la s k a  I n te r n a t io n a l  A irp o r t  S y s te m  c a p i ta l  im p r o v e m e n t  p r o g r a m .

P r o j e c t  s i z e  is  a p p r o x im a te ly  $ 2 6 5  m illio n . In itia l d e b t  a s s u m p t i o n s  a r e  $ 1 0 0  m illio n  in v a r i a b le - r a t e  b o n d s ,  
a n d  t h e  b a l a n c e  in  2 5 - y e a r  te r m  b o n d s  w ith  f ix e d  i n t e r e s t  r a t e s  a n d  s e r ia l  m a tu r i t i e s  E ig h te e n  m o n th s  of 
c a p i t a l i z e d  i n t e r e s t  is  a s s u m e d ,  w ith  i n t e r e s t  e x p e n s e  to  b e  p a id  f ro m  b o n d  p 'o c e e d s .  T h e  b le n d e d  
a s s u m e d  i n t e r e s t  r a t e  is  4 .4 6 % .  A s s u m p t io n s ,  in c lu d in g  i n t e r e s t  r a t e s ,  a r e  like ly  to  c h a n g e  o v e r  tim e

Prepared by:
Division
Approved by:
Agency

Dever. Mitchell, State Debt Manager Phone 465-3750
Treasury Division Date/Time 3/21/05 3 35 PM
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