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S P O N S O R  S T A T E M E N T  

H o u s e  B il l  4 0 8
" A n  a c t  e s t a b l i s h in g  th e  A la s k a  S e i s m ic  H a z a r d s  S a f e t y  C o m m i s s i o n "

A  S e i s m ic  H a z a r d s  S a f e t y  C o m m i s s i o n  n e e d s  to  b e  e s t a b l i s h e d  to  a d d r e s s  th e  
p r e s s i n g  n e e d  to  p r o v i d e  a  c o n s i s t e n t  p o l i c y  f r a m e w o r k  a n d  a m e a n s  fo r  
o n g o i n g  c o o r d in a t io n  o f  p r o g r a m s  a n d  p u b l ic  s a f e t y  p r a c t ic e s  r e la t e d  to  
s e i s m i c  h a z a r d s .  C u r r e n t ly  t h is  n e e d  is  n o t  b e in g  a d d r e s s e d  b y  a n y  c o n t i n u i n g  
s t a t e  g o  / e m m e n t  o r g a n i z a t i o n .  T h e  S e i s m ic  H a z a r d s  S a f e t y  C o m m i s s i o n  
w o u l d  e n c o u r a g e  lo n g - t e r m  p r o g r e s s  t o w a r d  m it ig a t in g  th e  e f f e c t s  o f  
e a r t h q u a k e s .

A la s k a  is  o n  th e  e d g e  o f  th e  P a c if ic  P la te , w h ic h  a c ts  l ik e  a r e l e n t le s s  c o n v e y o r  
b e l t ,  m o v i n g  a b o u t  s ix  c e n t i m e t e r s  a y e a r . It is  in e v ita b le  th a t  th e r e  w i l l  b e  
la r g e  e a r t h q u a k e s .  th e  c r . ly  q u e s t io n  is w h e n  w i l l  th e y  o c c u r , n o r  if  t h e y  w i l l  
o c c u r .  A l t h o u g h  th e  s ta r e  h a s  m a d e  g r e a t  im p r o v e m e n t s  in  d is a s t e r  
p r e p a r e d n e s s  t h e r e  h a s  b e e n  l i t t l e  c o r r e s p o n d in g  im p r o v e m e n t  in  m e a s u r e s  
to  r e d u c e  th e  d i s a s t e r  p o t e n t i a l  o f  m a jo r  e a r th q u a k e s  a n d , c o n s e q u e n t l y ,  to  
r e d u c e  d e p e n d e n c e  o n  d i s a s t e r  r e l ie f .  C r e a t in g  a s e i s m ic  c o m m i s s i o n  
p a t t e r n e d  a f t e r  t h o s e  in  C a l i f o r n ia ,  O r e g o n ,  W a s h in g to n  a n d  o t h e r  s t a t e s  o n  
m a j o r  fa u l t  l in e s  w i l l  h e lp  a d d r e s s  th e s e  i s s u e s .  If y o u  p r e p a r e  fo r  a  m a j o r  
e a r t h q u a k e  a h e a d  o f  t im e  a n d  p r e p a r e  a p p r o p r ia te ly , w h e n  th e  e a r t h q u a k e  
d o e s  o c c u r  l e s s  d a m a g e  w i l l  o c c u r ,  le s s  l i v e s  w i l l  b e  lo s t  a n d  s o  t h e  c o s t  o f  
r e c o v e r y  o b v i o u s l y  w i l l  b e  le s s .

T h r o u g h  te n  y e a r s  e x p e r i e n c e  a s  s t a t e  s e i s m o l o g i s t  I h a v e  e x t e n s iv e  
k n o w l e d g e  in  t h is  s u b j e c t  a r e a . I h a v e  f ir s t  h a n d  e x p e r ie n c e  w i t h  th e  
d i f f i c u l t y  o f  c o o r d i n a t i n g  e a r t h q u a k e  in f o r m a t io n  fo r  th e  u n i v e r s i t y  a n d  s t a te ,  
f e d e r a l ,  a n d  m u n ic ip a l  g o v e r n m e n t s .  A n c h o r a g e  d o e s  h a v e  a n  a c t i v e  g e o ­
t e c h  a d v i s o r y  c o m m i s s i o n ,  b u t  th e  s ta te  n e e d s  to  s t r e n g th e n  th a t  w o r k  w h i l e  
b r o a d e n i n g  e f f o r t s  t h r o u g h o u t  th e  s ta te . A  S e is m ic  S a fe ty  H a z a r d s  
C o m m i s s i o n  c a n  p r o v i d e  t h a t  s t r e n g t h .
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T h e  s c ie n t i f ic  c o m m u n i t y  is  w o r k in g  h a r d  o n  e a r th q u a k e  p r e d i c t io n ,  b u t  .it is  
n o t  y e t  a r e a lity , e x c e p t  in  th e  m o s t  g e n e r a l  s e n s e .  W e  c a n  p r e d i c t  in  a  
p r o b a b i l is t ic  w a y  w h e r e  e a r t h q u a k e s  a r e  l ik e ly  to  o c c u r  s o  w e  c a n  f o c u s  
r e s o u r c e s  in  t h o s e  a r e a s , b u t  in  t e r m s  o f  k n o w in g  th e  d a t e  a n d  t im e  o f  th e  
o c c u r r e n c e  o f  e a r t h q u a k e s  w e  w i l l  n o t  h a v e  th a t  in f o r m a t io n  fo r  s o m e  t im e .

T h e  s t a te  n e e d s  to  m i t ig a t e  p o s s ib l e  e f f e c t s  o f  e a r th q u a k e s  b y  e n c o u r a g i n g  
a p p r o p r ia te  la n d  u se  a n d  b u i ld in g  d e s i g n  s o  it c a n  r e d u c e  l o s s  o f  l i f e ,  a n d  
p r o p e r t y , as w e l l  as th e  c o s t s  o f  r e c o v e r y  w h e n  e a r th q u a k e s  o c c u r .  It c o s t s  a lo t  
o f  m o n e y  to  r e b u ild  a f te r  a  la r g e  e a r t h q u a k e  a n d , o f  c o u r s e ,  t h e r e  is  n o  w a y  to  
r e p la c e  lo s t  l iv e s ;  s o  it  i s  c le a r ly  w o r t h  s p e n d in g  s o m e  t im e  a n d  m o n e y  b e f o r e  
e a r th q u a k e s  o c c u r  to  p r e p a r e  fo r  th e m . T h is  c o m m is s io n  w o u l d  h e l p  u s  a s  a  
s t a te  to  g e t  b e tte r  p r e p a r e d .

M e m b e r s  o f  th e  c o m m is s io n  w o u ld  b e  a p p o in t e d  b y  th e  g o v e r n o r  to  r e p r e s e n t  
th e  u n iv e r s it y  ar.d  g o v e r n m e n t a l  a g e n c ie s ,  a s  w e l l  a s  m e m b e r s  o f  th e  p u b l ic  
w h o  a re  k n o w le d g e a b le  in  e a r t h q u a k e  h a z a r d  m it ig a t io n .  T h e  c o m m i s s i o n  
w o u l d  r e c o m m e n d  to  t h e  p u b l ic  a n d  g o v e r n m e n t a l  s e c t o r  g o a l s  a n d  p r io r i t i e s  
fo r  r e d u c in g  e a r th q u a k e  e f f e c t s .  T h e  c o m m is s io n  w i l l  a c c e p t  g r a n t  
c o n tr ib u t io n s  a n d  a p p r o p r ia t io n s  fr o m  p u b l ic  a g e n c ie s ,  p r i v a t e  f o u n d a t io n s ,  
a n d  in d iv id u a ls .  T h e  a u t h o r i t i e s  a n d  r e s p o n s ib i l i t ie s  o f  o t h e r  s t a t e  a g e n c i e s ,  
b o a r d s ,  c o u n c i ls ,  c o m m is s io n s  o r  o f  lo c a l  g o v e r n m e n t s  a r e  n o t  i n t e n d e d  to  
tr a n s fe r  to  th e  A la s k a  S e i s m ic  H a z a r d s  S a f e t y  C o m m is s io n .



TuMday, April 21, 1Q98 Papa: 1

S I U S G S
N a t i o n a l  E a r t h q u a k e  I n i o r m a t i o n  C e n t e r

Earthquake Frequently Asked Questions and Answers
f t '  W h ic h  S ta tes in the U n ited  S ta tes  h a v e  the m o st earthquakes?
A la sk a  and C a liforn ia .

f t :  W h ic h  S ta te  has the m ost d a m a g in g  earth q u ak es?
C a liforn ia .

f t  W h ic h  S ta tes h a v e  the sm a lles t n u m b er o f  earthquakes?
F lor id a  and N orth  D ak ota .

f t  H o w  m a n y  earth quakes o f  any g iv e n  m a g n itu d e  o ccu r  each  year?

D e s c r i p t o r M a g n itu d e A v e r a g e  A n n u a l ly

G r e a t £ a n d  h i g h e r 1

M ajor 7 -  7 . 9 18

S t r o n g 6 -  6 .9 120

M o d e r a te 5 -  5 . 9 8 00

L ig h t 4 -  4 . 9 6 ,2 0 0  ( e s t im a t e d )

M in o r 3 3 .9 4 9 ,0 0 0  ( e s t im a t e d )

V e r y  M in o r < 3 . 0  2 - 3 a b o u t  1 ,0 0 0  p e r  d a y
1 - 2  a b o u t  8 ,0 0 0  p e r  d a y

f t '  W h ere  d o  earth q u ak es occur?
E arthquakes can strike an y  loca tion  at an y  tim e . But h istory sh o w s they o ccu r  in the sa m e  g en era l patterns year after 
year, p r in c ip a lly  in three large z o n e s  o f  the earth.

T h e  w orld 's grea test earth quake b elt, the c ir c u m -P a c if ic  se ism ic  belt, is found a lo n g  the rim  o f  the P a c ific  O cean , 
w h ere  about 81 p ercen t o f  the w orld 's la r g est earth q u ak es occur. T h e b e ll ex ten d s from  C h ile , northw ard a long  the 
S o u th  A m er ica n  c o a st through C entral A m e r ic a , M e x ic o , the W est C oast o f  the U n ited  S ta tes, and the southern part o f  
A la sk a , throu gh  the A leu tia n  Islands to Japan , the P h ilip p in e  Islands, N e w  G u in ea , the is la n d  g ro u p s o f  the 
S o u th w e st  P a c if ic , and to N e w  Z ea la n d . T h is  earth quake belt w as resp o n sib le  for 7 0 ,0 0 0  d ea th s in Peru in M ay  
1970 , and 6 5  d ea th s and a b illio n  d o llars' d a m a g e  in C a lifo rn ia  in February 1971.

W h y  d o  so  m an y  earth q u ak es o r ig in a te  in th is belt?  T h is  is a region o f  y o u n g , g r o w in g  m ou n ta in s and deep  ocean  
tren ch es w h ich  in variab ly  parallel m ou n ta in  ch a in s . E arthquakes n ecessarily  acco m p a n y  e le v a tio n  ch a n g es  iri 
m o u n ta in s , the h ig h er  part o f  the earth 's cru st, and c h a n g e s  in the ocea n  tren ch es, the lo w e r  part.

U pdated: T u e sd a y , 2 1 -A p r-9 8  1 3 :0 4 :1 9  M D T  
M a i n t a i n e d  b y :  M a d e l e i n e  Z i r b e s  T . i r b e s @ n x ( tx . t> o v
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R ep resen ta tiv e  G ene T h arriau lt 
C o-C hair, F inance C o m m ittee  
A laska  S ta te  L eg isla tu re  
Ju n eau , AX

D ear1 M r. T h e rr ia u jt

S u b je c t HB408-Scism ic H aza rd s  Safety C om m ission

T his co rresp o n d en ce  is w ritten  in su p p o r t of Dr. John D av ies ' HB4Q8 w h ic h  w o u ld  establish  a Seism ic H azards 
S afe ty  C o m m ission  fo r the S tate of A laska.

A s y o u  k n o w , A laska  is located  in  tha m ost seism ically  activ* a rea  in  tha  w o rld  w ith  m an y  areas o f the State 
h a v in g  th e  po ten tia l for extensive dam ag e  from  a s tro n g  m o tio n  e a rth q u a k e . It is essen tia l th a t w e  recognize the 
fact th a t i t  is n o t a qu estio n  o f ’'w h e th e r” a d am ag in g  e v e n t w ill occu r b u t  ra th e r  " w h e n ” it w ill h ap pen .

It is in cu m b en t .upon us to be p roactive  in s tren g th en in g  e a rth q u ak e  sa fe ty  in  the S ta te  b y  d ev elo p in g  and 
im p ro v in g  p u b lic  po licies rela ted  to  red u c in g  h aza rd s  a n d  m itig a tin g  the  effects o f  po ten tia lly  dam ag ing  
ea rth q u ak es . This a p p ro ach  is to ta lly  su p erio r to be in g  reactive  after the  ev en t a n d  h av in g  to concen trate  o u r  
p eo p le  a n d  financial resources o n  v ictim  extraction, d eb ris  rem oval, a n d  reco n stru c tio n  activ ities because o f 
in a d eq u a te  p r io r  p lan n in g .

A  C o m m ission , as p ro p o sed  in HB408, cou ld  be in s tru m e n ta l in  3etting  S ta te  goals an d  prio rities, dev ising  
c rite ria  to p ro m o te  seism ic  safety , reco m m en d ing  p ro g ra m s  to  red u ce  e a rth q u a k e  h a z a rd s , ga th ering , ana lyz in g  
a n d  d is sem in a tin g  in form ation , en cou rag ing  research , sp o n so rin g  tra in in g , c o o rd in a tin g  seism ic safety  activities 
a t all g o v e rn m en t levels, an d  cou ld  rev iew  reco nstruc tion  activ ities a fte r  a d a m ag in g  earthquake.

I w o u ld  like to co m m en d  Dr. D avies in his efforts to e s tab lish  this C o m m issio n  a n d  u rg e  m em bers of the 
L eg isla tu re  tc su p p o r t  h im  in  th is im p ortan t end eav or.

S incerely ,

John  L  A ho, Ph-D. 
Vice P res id en t

9  C H 2 M H I L L

H B408 /  DO CU M EN TS a R ep resen ta tive  Jolm  D avies
Rod C om bellick



JOHN C LAHR

R ep resen ta tiv e  John  D a v ie s  
A la sk a  S ta te  L eg is la tu re  
S ta te  C a p ito l, R o o m  4 2 2  
Ju n ea u , A K  9 9 8 0 1 - 1 1 8 2

D e a r  J o h n ,

I am  w r itin g  to len d  m y  support to  yo u r  e ffo r t to  esta b lish  an A la sk a n  S e ism ic  H azards 
S a fe ty  C o m m iss io n . G iv e n  that A la sk a  is  the m o st s e ism ic a lly  a c tiv e  state  in the U S  and  
that m a n y  areas are g ro w in g  rapidly or b e in g  d e v e lo p e d  for resou rces that are cr itica lly  
n eed ed  b y  th e en tire nation , it is im portant that the S tate m ak es ev ery  e ffo r t to m itigate the 
e f f e c ts  o f  fu ture earth q u ak es. T h e A S H S C  c o u ld  p lay  an im portant ro le  in fo c u s in g  and  
co o r d in a tin g  p rivate, sta te , and federal e ffo rts o n  d ie  m o st critica l areas.

I ce r ta in ly  h o p e  y o u  are su c c e ss fu l in  e sta b lish in g  th is c o m m iss io n .

Joh n  C . L ah r

Joh n  C . a n d  Jan H . L ahr  
jo h n -ja n @ la h r .o r g  
9 1 4  10th  S tree t  
G o ld e n , C o lo r a d o  8 0 4 0 1  
( 3 0 3 ) 2 1 5 - 9 9 1 3

mailto:john-jan@lahr.org


A  D O W L
J m m  E N G I N E E R S
A  D iv is io n  o f  D O W L , I n c a r p a r a ta d
M arch 18,1998 
W .O . D00001

The H onorable John D avies  
H ouse o f  R epresentatives 
State C apitol B uild ing  
Room  422
Juneau, A laska 9980 1 -1 1 8 2

Subject: H ouse B ill 408
A la sk a  S e ism ic  H a za rd s S a fety  C om m issio n

As a practicing c iv il engineering in the State o f  A laska I w holeheartedly support HB 408  pertaining to the 
establishm ent o f  a state S eism ic  Hazards Safety C om m ission . I have h ~ ~ _ c t ic in g  m y profession in A laska  
for over 22  years. M y technical specialties are geotechnical engineering and earthquake engineering, so  I 
routinely deal w ith  the problem s associated with se ism ic  hazards and their m itigation throughout the state. 
M oreover, I have been a m em ber o f  the M unicipality o f  A nchorage G eotechnical A dvisory C om m ission  (G A C ) 
for nearly 2 0  years (currently Chairman). In that role, I and m y fe llow  com m issioners have routinely advised  
the M unicipality  regarding identification and m itigation o f  se ism ic  hazards in A nchorage.

A lthough m ajor earthquakes seem in g ly  are “rare” events, their consequences literally can be disastrous, as w as 
dem onstrated by  the 1964 great A laska earthquake. B ecau se o f  the dam age and loss o f  life  that occurred in 
A nchorage in 1964, and due to the concerns o f  local engineers and earth scientists, A nchorage established the 
G eotechnical A dvisory  C om m ission  to advise our local governm ent o ffic ia ls  and citizens about earthquake 
hazards that can affect our com m unity. The G AC generally  has been the on ly  real resource in those matters 
A nchorage has been able to rely upon consistently  and e ffec tiv e ly  through the years. I b elieve the com m ission  
has had a p ositive  effect on how  our com m unity has developed , and h ow  it has taken appropriate steps to 
m itigate the se ism ic  hazards w ith  w hich w e m ust live. M ost o f  these efforts have been, and continue to be, 
through identification  and m apping o f  the local hazards, and recom m ending m itigation m easures to preserve 
life  safety and to m in im ize econ om ic im pacts w hen the next major quake im pacts our city.

I b elieve it is im perative that the State Legislature o f  one o f  the m ost se ism ica lly  active regions in the world  
establish a statew ide S eism ic Hazard Safety C om m ission  to help its c itizen s and those responsib le for their 
general w ell being  understand the se ism ic  environm ent in w hich they live, and how  best to deal w ith the 
Hazards that can a ffect them .

John, I applaud your sponsorship o f  this bill and g iv e  it m y full support. I f  there is anything e lse  I can do for 
you in this matter, p lease feel free to call me.

Principal

D00001 .RcpDavics.DAC.031898.kmp 
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ZJ 794 UNIVERSITY AVENUE, SUITE 200 
FAIRBANKS. ALASKA 99709-3645 
PHONE: (907) 451-5000 
FAX: (907) 451-5050

□ GEOLOGIC MATERIALS CENTER 
P.O. BOX 772805
EAGLE RIVER, ALASKA 9957772!»5-^_____ 
PHONE: (907) 696-0079 
FAX: (907) 696-0078

TONY KNOWLES, GOVERNOR

A pril 1, 1998

T he H onorable John D avies 
A laska State Legislature  
State C apitol Rm 4 3 0  
Juneau, A K  99501-2133

D ear R epresentative D avies:

H ouse B ill 408  “An A ct establish ing the A laska S eism ic Hazards Safety  C om m ission” is a tim ely  
leg islative initiative for protecting A laska’s grow ing population both physically  and financially. 
M itigation o f  natural disasters has becom e a national priority in the w ake o f  devastating flood  
storm , and earthquake events in the contiguous U nited States. There is increasing federal 
reluctance to fund recovery efforts and increasing reluctance o f  private insurers to take on the 
potential liability  for dam ages suffered from events that could have been m itigated but w ere not.

S e ism ic  hazards are part o f  the reality o f  A laska, and there is much that can be done to m itigate 
their effects. In coordination w ith the state’s E m ergency R esponse C om m ission , a w ell 
qualified  oversight group charged to review  and prioritize A laska’s se ism ic  m itigation efforts can 
save lives and m oney. E ffectiveness o f  a se ism ic  safety  com m ission  has been frequently 
dem onstrated in C alifornia, a state having m any se ism ic  sim ilarities to A laska. H ouse B ill 408  is 
an im portant step in im proving se ism ic  hazard m itigation in Alaska, thereby reducing casualties 
and costs o f  responding to earthquake disasters.

S incerely ,

M ilton  A . W iltse  
D irector & State G eo log ist

c r p
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DEPARTM ENT OF NATURAL RESOURCES

DIVISION OF GEOLOGICAL & GEOPHYSICAL SURVEYS
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DliiPARTMEIVI OF NATURAE HESOEBCBS
DIVISION OF GEOLOGICAL & GEOPHYSICAL SURVEYS O GEOLOGIC MATERIALS CENTER 

P.O 80X 772806
EAGLE RIVER. ALASKA 99577.2C05 
PHONE: (C07) 696*0075 
FAX (507) 696-0076-

TONY KNO /LES, GOVERNOR
7?i UNIVERSITY AVENUE. Suite  200
Fa irbanks , alaska  09709-36*6 
PHONe (907) A5I-5C00 
FAX (907) *51-6040

A pril 1 6 ,1 9 9 8

T h e H onorab le G en e  TherriauU  
A la sk a  S tate L egisla tu re  
S tate C apitol, R o o m  511  
Juneau, A K  9 9 801

D ear R ep resen tative  TherriauU:

R ep resen tative D a v ie s ’ recen tly -p ro p osed  leg is la tio n , H B  4 0 8 , "An A ct estab lish in g  the  
A la sk a  S e ism ic  H azards S a fety  C om m ission "  h as c o m e  at a  g o o d  tim e  to p o sitio n  A la sk a  
w ith  resp ect to fed era l d isaster insurance le g is la tio n  currently  b e in g  drafted in  C on gress. 
W h ile  n o  o n e  can  pred ict th e fina l form  o f  le g is la t io n  that w il l  em erg e  from  W ash in gton , 
there is  a g ro w in g  resistan ce  in  C on gress to  fed era lly  fu n d  reco v ery  from  d isasters that 
m ig h t h a v e  b een  a v o id ed  or m itigated . T h is m ay  take th e  form  o f  requiring states to  h a v e  
se ism ic  hazard m itig a tio n  p o lic ie s  or r ev iew s o f  so m e  kind in  p la ce  in  order to participate  
in  federal s e ism ic  d isaster recovery  program s.

A la sk a  has lo n g  a ck n o w led g ed  th e n eed  for h a v in g  co n tin g en cy  p lan s in  p la c e  for  
resp o n d in g  to  h azardous earthquakes, h o w ev er , le s s  p o lic y  a tten tion  h as b e  g iv e n  to 
sy stem a tic  se ism ic  hazard m itig a tio n  program s. A  se ism ic  hazards sa fe ty  c o m m iss io n  
actin g  in coord in ation  w ith  A laska's E m ergen cy  R esp o n se  C o m m iss io n  w o u ld  p rov id e  a 
pre-even t m itiga tion  o v e r v ie w  no w  la ck in g  in  th e  state's e fforts to  p rotect its c it izen s  from  
se ism ic  risks.

I e n c lo se  a  p rev iou s letter to  R ep resen tative D a v ie s  in  regard to  H B  4 0 8 .1  b e lie v e  th is is  
g o o d  leg is la tio n  for th e  p e o p le  o f  A laska.

S in cere ly ,

M ilton  A . W iltse
S tate G e o lo g is t  and D irector

cc: R ep resen tative  John  D a v ie s
M arty R utherford, D ep u ty  C o m m iss io n er

/ O X
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M arch 16, 1998

R ep. John D a v ies  
S ta te  C apitol, R o o m  4 2 2  
Juneau, A K  9 9 8 0 1 -1 1 8 2

TONY KNOWLES, GOVERNOR
i K '79* UiMven$iTY v;eMj£. SL'i'EJCO 

=Ai = Banks. Alaska 337C9-56J5 
Ai-ONE '907)451^000 

,'SC7; 1SV5CJO

C  GECLCGiC MATERIALS C£1iT M  
p O BOX 773305
EAGLE RIVER ALASKA 95577*2605 
P*CN£. (907) 633.0075 
PAX (007) 6J6-C07S

D ear R ep . D avies:

I w o u ld  like to  express m y stron g  support for  H o u s e  B ill 4 0 8 , “A n  A ct estab lish in g  th e  A lask a  
S eism ic  H azards Safety C om m ission .” S e ism ic  activ ity  in A lask a  is am on g  the h ig h est in the w orld  
and it is on ly  a matter o f  tim e b efo re  another p o ten tia lly  d estru ctive earthquake w ill strike o n e  o f  our  
urban areas. B eca u se  th ese  urban areas are exp an d in g, and b ecau se  w e  k n o w  that m easures can be 
taken  b efore  an event to  reduce casu a lties and e c o n o m ic  lo sse s , it is im portant that w e  im prove our  
m itigation  efforts. E stablishing an  A laska se ism ic  hazards safety  com m iss ion  is  an im portant first step  
in coord inating  state and loca l efforts in th is area.

M u ch  p rogress has been m ade in A laska to w a rd  im p rov in g  em crg cn cy -resp o n se  planning, through  the  
state D isa ster  A ct and locat preparedness e x erc ise s . H o w e v e r , less  p rogress i? ev id en t in pre-d isaster  
efforts to  prevent lo sses and thereby reduce em erg en cy -resp o n se  needs. S u ch  lo s s  reduction  can  
occu r, for exam ple, through m ore rigorous d esig n  and con stru ction  standards in areas m ore subject to  
earthquake dam age. A lthough w e  cannot p red ict w h en  and w here the next large earthquake will 
occu r, w e  can identify areas that w ill b e  m ost sev er e ly  affected , and w e  can plan developm ent 
accordingly. A  seism ic safety  com m iss ion  w ill help  coord in ate  state  and lo ca l efforts tow ard  ach ieving  
th ese  loss-red u ction  goals.

T h e C alifornia Seism ic S a fety  C om m ission  e v o lv e d  fro m  sta te  advisory  g rou p s that w ere  established  
as a resu lt o f  A lask a’s 1964  earthquake. T h is co m m iss io n  has been  h ighly su cce ssfu l in initiating  
program s that have proven e ffec tiv e  in reducing  lo s s e s  from  num erous recent earthquakes. O ne recent 
article sta tes that i f  there had b een  no  se ism ic  d esig n  standards in p lace  prior to  the 1994  N orthridge  
earthquake, econ om ic  lo sse s  w o u ld  have b een  60%  greater. T he analysis further sta tes that i f  to d a y ’s 
standards had been  strictly fo llo w ed , lo s se s  w o u ld  h ave been  further reduced  by  40% . C onsidering  
that th e  co st o f  com plying w ith  th ese  standards is less  than 5%  o f  con stru ction  c o st , im plem enting  
such loss-red u ction  m easures is clearly w o rth w h ile . N o w  that 3 4  years h ave passed  sin ce  our last 
d estructive earthquake, and b efo re  d eve lop m en t exp an d s further, it is  tim e for  A lask a  to  take similar 
step s tow ard  reducing future earthquake lo s se s . W e  can  begin  by passing  H B  4 0 8 .

S incerely,

R odney  A. C om bellick, C h ief  
E ngineering G e o lo g y  S ection  
P hone: 9 0 7 -4 5 1 -5 0 0 7  
Em ail: rod@ dnr.state.ak .us

DGGS Internet site: http:/Avwwdggs,dnr.state.ak.tis

mailto:rod@dnr.state.ak.us
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J O H N  C . L A H R  
(9 0 7 )  4 7 9 -0 6 6 8  
joh n @ lah r.org

9 1 4  T enth Street 
P .O . B o x  1529  

G old en , CO 8 0 4 0 2

A p ril 15 , 1998

Representative Gene Thcrriault 
Alaska State Legislature

Dear M r. Thcrriault:

I  am pleased to learn that House B ill 408B to establish tha Alaska Seismic Hazards Safety Commission was passed 
out o f the House State Aflairs committee in March and was referred to the Finance Committee, which you chair. 
Since 1 highly recommend that this legislation move forward quickly, I  hope w ill be able to schedule a hearing 
on it during tha short time that remains this session.

fto m th e  late 1960's through just last year the focus o f my seismology research has been on Alaska, so J am keenly 
aware o f the hazards that earthquakes pose there. Although Alaska is far mote tectonically active than California, 
it has the aefvanuge of being less fully developed at this time. The Alaska Seismic Hazards Safety Cwmnisiioa 
can therefore have a profoundly positive effect in mitigating the effects o f earthquakes on the infrastructure to be 
built in the future. This is much more cost effective in the long run than remedial efforts that often are begun only 
after disastrous losses have occurred.

Thank you for your carefbl consideration o f this matter.

mailto:john@lahr.org






DATE: 5/6/98 FURTHER: V ^ \ \ o \ cJ% _

DATE TURNED .
IN TO OFFICE: 10 ^ ^ 1 9 9 ^

Finance Committee considered CS FOR HOUSE BILL NO. 408(FIN)

"An Act establishing the Alaska Seismic Hazards Safety Commission."

s e n a t e  f in a n c e  c o m m it t e d  r e p o r t

an d  r e c o m m e n d s:
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FISCAL NOTE

4/27/98

S T A T E  O F  A L A S K A
1998 L E G I S L A T IV E  SE SS IO N

B i i r V - r s io n :  No: 3
CSHB 4 0 8 ( F I N )

Revision Date 
Title
Hazards Safety Commission."

(H ) P ublish  D ate: 4 / 2 7 / 9 8

Office of the Governor
"An Act establishing the Alaska Seismic

Oept. Affected______
BRU Commissions/Special Offices_______
Component Seismic Hazards Safety Commission

Sponsor
Requester

Representative Davies
House Finance

Expenditures/Revenues

Component Serial No. 

(Thousands of Dollars)
OPERATING EXPENDITURES FY 99 FY 00 FY 01 FY 02 FY 03 FY 04
Personal Services 11.9 9.7 97 9.7 10.0 10.0
Travel 7.1 7.1 7.1 7.1 7.1 7.1
Contractual 7.5 7.5 7.5 7.5 7.5 7.5
Supplies 0.5 0.5 0.5 0.5 0.5 0.5
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 27.0 24.8 24.8 24.8 25.1 25.1

|CAPITAL EXPENDITURES | I !

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 27.0 24.8 24.8 24.8 25.1 25.1
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 27.0 24.8 24.8 2-».£ 25.1 25.1

Estimate of any current year (FY98) cost: 

POSITIONS

0.0

Full-time
Part-time 1 1 1 1 1 1
Temporary

ANALYSIS: (Attach a separate page if necessary)
Fiscal note assumes 1/4 time clerical staff to support commission activity as technical support needs will 
be met by existing staff in the Department of Natural Resources; quarterly commission meetings -  2 face- 
to-face and 2 teleconferenced. Travel costs reflect estimated meeting costs for 9 total commission 
members and one staff. Contractual reflects estimated postage, communication, advertising, and 
teleconference costs.

Fiscal note assumes existing departmental office space/equipment will be available for use by the part- 
time clerical staff position.

Prepared by 
Division

Approved by 
Agency

Michael A. Nizich. Administrative Director
Administrative Services

Jim Ayers. Chief of Staff
Office of the Governor ^

Phone
Date

Date

465-3376
4/27/98

4/27/98

PREPARER TO PROVIDE ALL DIS1 RIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Officei««v *9719eiriofmiu/oMB P a g e ____ 1_o f ____ 1.

COMMITTEE COPY
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D ate  o f  C o m m ittee  A ction :

T h e F IN A N C E  C o m m ittee  con sid ered :

H O U S E  B IL L  N O . 411

“A n A ct re la tin g  to issu a n ce  o f  a w in ery  licen se  in  a loca l op tion  area .’

H B  411

L O C A L  O P T IO N  F O R  W IN E R Y  L IC E N SE

recommends it be replaced
with the following committee substitute

[ ] additional referral t o _______________
f | attached amendment^)

ADOPTS:___________________________

(!S l-tft 111i CfuJ)
Committee

Letter of Intent

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

| J fiscal n o t e ( s ) _________________________ [ ] fiscal note(s) _________

\ y \  the same title 
[ ] a new title

(Dqx/Da«>

[ J zero  f isc a l n o te (s) \ / ] zero fiscal note(s) R a /HAMi
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A M E N D M E N T

O F F E R E D  IN  T H E  H O U S E  

T O : H B  4 1 1

1 P a g e  I , lin e  14:

2  D e le te  "or"

3 P a g e  1, lin e  15, fo l lo w in g  "l i c e n s e e : ":

4  In sert "or

5  fF )  a  w in e r y  lic e n s e e , e x c e p t  th a t  s a le s  m a y  o c c u r  o n ly  to

6 a  p e r s o n  l ic e n s e d  u n d e r  th is  t i t l e £ ‘J n i ?  ;*j o r . C & x . ' j . R . y

7  P a g e  2 , lin e  21:

8 D e le te  "or"

9 P a g e  2 , lin e  2 2 , fo l lo w in g  "l i c e n s e e : ":

10 Insert "or

11 (F )  a  w in e r y  lic e n se e , e x c e p t  th a t  s a le s  m a v  o c c u r  o n ly  to

12 a  p e r s o n  l ic e n s e d  u n d e r  th is  t i t le s '̂  ry; j o c c u A T / R y .
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Revision Zi'.i 

Tine: Local Qchcn 'of Winer/ License
Dept Atfecled: 

_BRU: 
Component:

Reverue
AJcchclic Beverage Control Board
Aiccnp.ic 3everage Control Boaro

SC'v’iC’
Requestor.

Representa tive Auslerm an
(H)LAC

EioenSivjresReven'jes:

COMPONENT SERIAL NO.

Thousands ol Dollars)

ICO

OPERATING EXPENDITURES FY 99 F1 CO FY 01 FY 02 FY 03 FY 04
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES ____ _______________!________

| CHANGE IN REVENUES ( )

FUND SOURCE (Thousands ol Dollars)
1002 Federal Receipts
1003 u r  Match
1004 G.=
1005 GnProgram Re:eb :s
• :3 r3FM i.-LS ;-.e sc i
Ctrer
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate ol an/ ourrenr year (rVSo; cost S

r : • »i r
PART-TiME

■ r ' j
i

TEMPORARY i

ANALYSIS: (Attach a separate page it necessary)

HE-111 a. zt.i a c cT -n ity  :c vcie :r. an additional choice under a ocai ccticn vote. It this till is enacted communities would be able to prohibit sales ol 
alcoholic beverages, except by a winery. This option was available prior to 1995. However, when Hie local option law was clarified and streamlined options 
not commonly used, like the winery only choice, were deleted. It is not clear why that option was eliminated in 1995.

Prepared oy:
D-vsi"
Approved by Commissioner: 
Agency:

Douglas 3. Griffin Phone: 277-8638

Wilson I
A -

L  Ccrdon \
Cete: Marcn J , 1238
Dale: Marcr, 4,1998

Gepanmenl ol Revenue
Zm i 1 w . : 55 ~2 50'. Er'.OP'S LE j.SLATIVo OFFICE

For further distribution information cad the Governor's Legislative Office
Page I ol:
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REPRESENTATIVE ALAN  AUSTERM AN A la sk a  S ta le  Leg is la tu re

P.O. Box 2368, Kod iak. A laska 99615 (9 0 " ) 4S6-5930 • Session: State C ap ito l. Juneau, A laska 99801 465-248"

S P O N S O R  S T A T E M E N T  * H B  4 1 1

This legislation adds a winery licensee under AS 04.11.491(a)(2) and (b)(2).

By adding this language, an individual could seek a local-option election in any city to 
ban liquor licenses except a winery, as would be allowed under this amended statute.

When the statute is amended and a local-option election held, the individual would then 
apply for their winery license and agree to have the Alaska Alcoholic Beverage Control 
Board (ABC Board) ban retail sales under the license in that particular city. The ABC 
Board has the authority to impose limitations on licenses as par AS 04.11.395.

The individual would then have the privilege of selling to persons/entities holding a valid 
Alaska liquor license. This small change will create many business opportunities, while 
preserving the integrity of alcohol control.

Continued economic development is essential in our village communities if they are to 
further their goals of self-sufficiency. The State of Alaska needs to persist in expanding 
opportunities for the establishment o f production and marketing cooperatives.

Akh iok • Karluk • Kodiak • Larsen Bay • O ld Harbor • Ouzinkie • Port L ions



5 7 9 L icensing 5 04.11.491

Effect of UM sdM BlL — The 1995 amendment, 
effectiTe July 1. 1995, rewrote lubaectioo (*>.

NOTES TO D EC IS IO N S

P r o t o o t  u p h o ld . — City* p rotoot that a propoocd Former la w  c o n s t ru e d . — See In re Alaska Labor
liquor store location was too dose to a senior daiena Trades Asa'o, 10 Alaska 472 (1945); In re Wakefield,
bousinj com pier and waa in an area which already 10 Alaska 599 (1945); In re Kaye, 11 Alaska 556
contained a high concentre boo of bars was not arbi- (1945); In Tt Martin's Retail Liquor License No. 1517,
trary, capricious, and unreasonable. Stoltz *. City o f 15 Alaska 225 (1954).
Fairbanks, 703 P.2d 1155 (Alaska 1985).

Sec. 04.11.490. Prohibition of the sale of alcoholic beverages. [Repealed, § 69 ch 101 
SLA 1995.]

S e c . 04 .11 .491 . L o c a l o p t io n s . (a) If a majority of the persona voting on the question  
vote to approve the option, a m unicipality shall adopt a local option to prohibit

(1) the ta le  of alcoholic beverage*;
(2) the sale of alcoholic beverages except by one or more of the following listed on the 

ballot:
(A) a restaurant or ea tin g  place licensee;
(B) a beverage dispensary licensee;
(C) a package store licensee; or
(D) a caterer holding a perm it under AS 04.11.230 to sell alcoholic beverages at a site  

w ithin the m unicipality who is also licensed under a beverage dispensary license for 
prem ises outside o f the m unicipality;

(3) the sale of alcoholic beverages except od prem ises operated by the m unicipality and 
under a type o f licensed prem ises listed on the ballot, that m ay include one or more o f the 
following:

(A) a restaurant or ea tin g  place license;
(B) a beverage d ispensary license; or
(C) a package store license;
(4) the sale and im portation of alcoholic beverages; or
(5) the sale, im portation, and possession of alcoholic beverages.
(b) Lf a majority of the persons voting on the question vote to approve the option, an 

established village shall exercise a local option to prohibit
(1) the sale o f alcoholic beverages;
(2) the sale of alcoholic beverages except by one or more of the following listed on the

ballot:
(A) a restaurant or eating place licensee;
(B) a beverage d ispensary licensee;
(C) a package store licensee; or
(D) a caterer holding a perm it under AS 04.11.230 to sell alcoholic beverages at a site  

within th« established village who is also licensed under a beverage dispensary license for 
prem ises outside of the established village;

(3) the sale and im portation of alcoholic beverages; or
(4) the sale, im portation, and possession of alcoholic beverages.
(c) A ballot question to adopt a local option under this section m ust at least contain 

language substantially  sim ilar to: ‘Shall (name o f m unicipality or village) adopt a local 
option to prohibit (local option under (a) or (b) of this section)? (yes or no)."

(d) The ballot for an election on the option set out in (aX2XA), (aX3XA), or (bX2XA) of 
tbi< section m ust include a sum m sry explanation of the authority to sell alcoholic 
beverages given to a restaurant or eating place under AS 04.11.100(a). The ballot for an 
election on the option set out in (aX2XB)or (D), (aX3XB), or fbX2XB) or (D) of this section 
must include a sta tem ent that a beverage dispensary license is commonly known as a



“bar* and a summ ary explanation o f the authority to se ll alcoholic beverages given to a 
beverage dispensary licensee under A S 04.11.090(a). The ballot for an election on the 
op tion  set out in (aX2XC), (aX3XC), or (bX2XC) of this section m ust include a statement 
th a t  a package store license is com m only know n as a “liquor store' and a summary 
exp lan ation  of the authority to sell alcoholic beverages given to a package store licensee 
u n d er AS 04.11.150(a).

(e) If a m unicipality d issolves un der AS 29.06 .450(a) or (b), a local option adopted by 
th e  m unicipality under (a) of this section  sh all continue ir effect as the corresponding 
local option under (b) of th is section for an estab lished  village having the sam e perimeter 
as th e  previous boundaries o f the m unicipality. A license for premises operated by the 
m unicipality  under AS 04.11.505 exp ires w hen the m unicipality dissolves.

(f) A  municipality or estab lished  v illage th a t has adopted a local option under (aXl),
(2), or (3) or (bXl) or (2) of th is section  m ay designate a site for the delivery o f alcoholic 
beverages to individuals in  the area or a site for a person to bring alcoholic beverages if 
th e  alcoholic beverages are im ported into the area. This subsection does not apply to the 
delivery  or importation o f

(1 ) one liter or less of d istilled  sp ir its, two liters or less  o f w ine, or one gallon or less of 
m a lt beverages; or

(2 ) alcoholic beverages to a prem ises licensed under (aX2) —  (3) or (bX2) of this section. 
(5 21  ch 101 SLA 1995)

Croat re fe re n c e * . — For provision* re la tin g  to tbe option petition* on fil* on Ju ly  1; 1996, *•* |  71, ch. 
con tinua tio n  of local option* adopted un der fo rm er AS ' 101, SLA 1996 in th e  Temporary and Special Acta. 
04 .11.490, 04.11.492, 04.11.496. 04.11.498. and E ffe c tiv e  d a te * . — Section 79, ch. 101, SLJt 1996 
04.11.500, tee  I  70, ch. 101, SLA 1995 in th e  Tempo- m ake* ihia taction  effective Ju ly  1, 1995. 
r a ry  a n d  Special Acta; for proviaiona re la t in f  to local

Sec. 04.11.492. Community liquor license; complete prohibition on soles. [Repealed, 
§ 69 ch 101 SLA 1995. ]

5 04 .11 .492 Alcoholic B everages 580

S e c . 04.11.493. C h a n g e  o f  lo c a l  o p t io n , (a) If a majority of persona voting on the 
q u estion  vote to approve a different local option, a m unicipality or established village 
sh a ll change a local option previously adopted under AS 04.11.491 to the different 
approved option.

(b) A  ballot question to change a local option under this section m ust at least contain 
lan guage substantially sim ilar to: "Shall (nam e of m unicipality or village) change the 
local option currently in effect, th at prohibits (current local option under AS 04.11.491), 
and  adopt in its place a  local option to prohibit (proposed local option under AS 
04.11.491)? (yes or no).’ (5 22 ch 101 SLA 1995)

E ffe c t iv e  d a te* . — Section 79, ch. 101, SLA 1995 
m ake*  thia aectioo effective Ju ly  1, 1995.

S e c .  04.11.495. R e m o v a l o f  lo c a l  o p t io n , (a) If a majority of the persons voting on 
th e  question vote to remove the option, a m unicipality or established village shall remove 
a local option previously adopted under AS 04.11.491. The option is repealed effective the 
first day of the month following certification o f the results o f the election.

ib) A ballot question to remove a local option under this section m ust at least contain 
language substantially sim ilar to: “Shall (nam e of m unicipality or village) remove the 
local option currently in effect, that prohibits (current local option under AS 04.11.491), 
so th a t there is no longer any local option in effect? (yes or no).’

(c) When issuing a license in the area that has removed a local option, the board shall 
give  priority to an applicant who w as formerly licensed and whose license was not 
renew ed because of the resu lts o f  the previous local option election. However, an
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C o l l a t e r a l  r t f i r t n c w .  —  45 Am. Ju r. 2d. In ta ri- 
a r.u a f L *q u o ri, |  148.

48 C J .S . .  lflto«ic«Unf Liquor*, f 106.

S e e .  04.11.396. B o a rd  im p o se d  c o n d it io n s  o r  r e s tr ic t io n s . The boaru may, in the 
b est intereata of the public, impose conditions or restrictions on a license or permit issued  
u n d er  th is  chapter. (9 18 ch 101 SLA 1995)

E ffe c t!* *  da te* . — Section 79, ch. 101, SLA 1995 
m jikec th is  tectioo effectiv* Ju ly  1, 1995.

S e c .  04.11.400. P o p u la tio n  lim ita tio n s , (a) Except as provided in (d) — fh) of this 
section , a new license may not be isaued and the board may prohibit relocation o f an 
e x is t in g  license

(1) outside an established village, incorporated city, unified municipality, or organized 
borough if  after the issuance or relocation there would be (A) more than one restaurant 
or e a t in g  place license for each 1,500 population or fraction of that population, or (3 ) more 
th an  on e  license of each other type, including licenses that have been issued under (d) or
(e) o f  th is  section, for each 3,000 population or fraction o f that population, in a radius of 
five m iles  of the licensed prem ises, excluding she populations o f established villages, 
incorporated cities, unified m unicipalities, and organized boroughs that are wholly or 
p artly  included within the radius;

(2) inside an established village, incorporated dty, or unified m unicipality if  after the 
issu a n ce  or relocation there would be inside the ertablished village, incorporated dty, or 
unified  m unidpality

(A) more than one restaurant or eating place license for each 1,500 population or 
fraction  o f that population; or

(B ) more than one license o f each other type, including licenses that have been issued  
under (d) or (e) of this section, for each 3,000 population or fraction of that population;

(3) inside an organized borough but outside an established village or incorporated d ty  
located within the borough, i f  after the issuance or relocation there would be inside the 
borough, but outside the established villages and incorporated ricies located within the 
borough,

(A) more than one restaurant or eating place license for each 1,500 population or 
fraction of that population; or

(B ) more than one license o f each other type, including licenses that have been issued  
under (d) or (e) of this section, for each 3,000 population or fraction of that population 
excluding the population of those established villages that have adopted a local option 
under A S 04.11.491(bXl), (3), or (4), and excluding the population of incorporated d ties  
located  within the organized borough.

fb) I f  the radius described in (aX l) of this section encom passes all of an established  
village, incorporated dty, or unified m unidpality and the population resident inside and 
outside the established village, incorporated dty, or unified m unidpality but inside the 
radius described in (aX l) o f the section is less than 3,000, the board may deny the 
issu an ce or relocation of the license.

(c) [Repealed, § 88 ch 74 SLA 198S.J
(d) The board may approve the issuance or transfer of ownership of a beverage 

dispensary or restaurant or eating place license without regard to 'a) of thi9 section if  it 
appears that the issuance or transfer will encourage the tourist trade by encouraging the 
construction or improvement of

11) a hotel, motel, resort, or sim ilar business relating to the tourist trade with a dining  
facility or having kitchen facilities in a majority of its rental rooms and at least a 
minim um  number of rental rooms required according to the population of the established  
village, incorporated dty, unified m unidpality, or population area established under (a) of 
this section in which the facility will be located, as follows:
•A) 10 rental rooms if the population is less than 1.501:
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R ev iso r 's  n o te s . — Subsection i f  was form erly • ; 
and suosecuor.s i c - e  were form erly d - f  
R*lettered in 1994.

EfTect o f  a m e n d m e n ts . — The 1996 am endm ent.

N O T E S TO

E d ito r 's  no tes. — The cases a te d  in the notes 
below were decid* 1 under former AS 04.10 180 and 
earlier statute*

T he  p u rp o e c  u / f in a n c ia l I n te re s t  s t a tu t e  was to 
prevent evasion of the liquor control s ta tu te s  and 
regulations through the creation of hidden financial 
interests in liquor businesses unknown to the reg u la­
tory authorities or to tr.e public. It helped insure  th a t 
al! persons w.th any financial tn tereat in such busi­
nesses were answerable to the ABC Board. B arton v. 
Land. 563 P.2d 875 (Alaska 1977..

tn te re a t ,  “d ir e c t  o r  in d ire c t ,"  in a th in g  is held to 
embrace a legal or equitable interest. In re M artin 's 
Retail Liquor License N‘o. 1517, 15 A laska 225 • 1954 .

A p p lica tio n  to c lu b a . — The provisions of form er 
section applied to clubs as well as to all o th er pet sons 
who m ight have or apply for any of the  num erous 
types of licenses authorized to be issued by law. In re 
Alaska Labor Trades Ass'n, 10 Alaska 472 (1945/.

I n te re s t  of m a n a g e r  in  b u s in e s s  p r o h ib i te d .  — 
Where the business affairs of the club, including the 
purchase a r.i .-let-ptr.g and sale to m em bers of liquor.

effective October 1, 1996. m subsection b . inserted  
*. a re s tau ra n t or eating place license." in the first 
sentence and added the last sentence.

D E C ISIO N S

are so inextricably intermingled with those of the 
m anager of the club, the m anager has an in te res t in 
the business and a license may not be lawfully issued. 
In re A laska Labor Trades Ass’n. 10 Alaska 472 ' 1945

T hi*  s e c t io n  w aa n o t c o n tro l l in g  where the 
party  had a security  interest, as opposed to a financial 
in terest, in the license Gibson v. Alaska ABC Bd.. 377 
F. Supp 151 '.D Alaska 1974).

S ta te m e n t  o f  f in a n c ia l in te r e s t  r e q u ire d .  — A 
sta tem en t regard ing  financial in terest of any other 
person in the business was required to be made by 
form er.43  04 10.190. concerning the filing, form, and 
contents of an  application, under the doctrine of 
“contem poraneous construction of the la w " In re M ar­
tin 's Retail Liquor License No. 1517, 15 A laska 171 
(1954).

R e v o c a tio n  o f  lic en ae  fo r  fa lse  s ta te m e n t.  — A
false s ta tem en t in an application for a liquor license 
th a t the applicant was the only person in terested  was 
held so m ateria l to its issuance as to w arran t revoca­
tion In re M artin  s Retail Liquor License No. 1517, 15 
AlasivS 1. 1* 1954).

C<.H a iera l r e fe re n c e s . — 45 Am. Ju r. 2d, Intoxi­
cating .iquors, 3 123.

Sec. 0 4 . 1 1 . 4 6 0 .  P r i o r  p u b lic  a p p r o v a l, a ! A  n e w  l i c e n s e  o r  t h e  t r a n s f e r  o f  l o c a t i o n  
o f  ar.  e x i s t i n g  l i c e n s e  m a y  n o t  b e  a p p r o v e d  b y  t h e  b o a r d  i n  a n  a r e a  o u t s i d e  b u t  w i t h i n  5 0  
m i le s  o f  t h e  v • a r . : : . r : e ;  : :  a  m u n i c i p a l i t y  ur. ' .u .-s a  p e t : t : ; r .  3 s k i n g  t h a t  t h e  l i c e n s e  b e  
i s s u e d  o r  t r a n s f e r r e d  w i t h i n  t h e  a r e a  c o n t a i n i n g  s i g n a t u r e s  o f  a  m a j o r i t y  o f  t h e
p e r t r . a r . e r . t  r e s i d e n t s  r e s i d i n g  w i t h i n  o n e  m i l e  c: t h e  p r . p i s e d  p r e m i s e s  is f i led  w i t h  t h -  
b o a r d .

(b i A  l i c e n s e  m a y  n o t  b e  i s s u e d  i n  a n  a r e a  t h a t  i s  5 0  m i l e s  o r  m o r e  f r o m  t h e  b o u n d a r i e s
a  m u n i c i p a l i t y  u n l e s s  a  p e t i t i o n  a s k i n g  t h a t  t h e  l i c e n s e  b e  i s s u e d  w i t h i n  t h e  a r e a  

c o n t a i n i n g  t h e  s i g n a t u r e s  o f  t w o - t h i r d s  o f  t h e  p e r m a n e n t  r e s i d e n t s  r e s i d i n g  w - . th in  a  
r a d i u s  o f  f ive m i l e s  o f  t h e  U n i t e d  S t a t e s  p o s t  o f f ice  s t a t i o n  n e a r e s t  t o  t h e  p r o p o s e d  
l i c e n s e d  p r e m i s e s ,  is  f i led  w i t h  t h e  b o a r d .  I f  t h e r e  a r e  t w o  o r  m o r e  U n i t e d  S t a t e s  p o s t  
office s t a t i o n s  i n  t h e  v i c i n i t y  o f  t h e  p r o p o s e d  l i c e n s e d  p r e m i s e s ,  t h e  n e a r e s t  t o  t h e  
p r e m i s e s  c o n s t i t u t e s  t h e  p o m e  o f  b e g i n n i n g  u n d e r  t h i s  s u b s e c r . o n .  I f  t h e r e  i s  n o  U n i t e d  
S t a t e s  p o s t  office s t a t i o n  w i t h i n  a  r a d i u s  o f  f iv e  m i l e s  o f  t h e  p r o p o s e d  l i c e n s e d  p r e m i s e s ,  
t h e  a p p l i c a n t  m u s t  o b t a i n  t h e  s i g n a t u r e s  o f  t w o - t h i r d s  o f  t h e  p e r m a n e n t  r e s i d e n t s  
r e s i d i n g  w i t h i n  a  f ive  m i l e  r a d i u s  o f  t h e  p r o p o s e d  l i c e n s e d  p r e m i s e s .  A  p e t i t i o n  i s  n o t  
r e q u i r e d  fo r  t h e  r e n e w a l  o f  a  l i c e n s e  i s s u e d  i n  a c c o r d a n c e  w i t h  t h i s  s u b s e c t i o n  u n l e s s  
s p e c i f i c a l ly  r e q u i r e d  b y  t h e  b o a r d .

fd  I n  t h i s  s e c t i o n ,  “p e r m a n e n t  r e s i d e n t ” m e a n s  a  p e r s o n  21  y e a r s  o f  a g e  o r  o l d e r  w h o  
h a s  e s t a b l i s h e d  a  p e r m a n e n t  p l a c e  o f  a b o d e .  ' § 2  c h  13 1  S L A  1980 ;  a m  § 3 c h  1 0 9  S L A  
19831

R evisor'*  no tes. — In 1950. b o f th is  lection was C o l la te r a l  re fe re n c e s . — 45 Am. Ju r  2d. Intoxi-



A u th o r :  SLTH 0M SEN8aol.com  a t  CC2MHS1
D a te :  2 / 1 3 / 9 8  6 :3 6  AM
P r i o r i t y :  N orm al
TO: R e p r e s e n t a t i v e  A la n  A u sterm an  a t  LAA_TRANS 
CC: C l i f f  S t o n e  a t  LAA_TRANS 
S u b j e c t :  R c: W in e r y  L ic e n s e - A S 0 4 .1 1 .4 9 1  
D e a r  R e p r e s e n t a t i v e  A u sterm a n ,

A s y o u  know , my w i f e  and I  w a n t t o  s t a r t  a  w in e r y ,  A la s k a n  W ild e r n e s s  
W in e s , h e r e  i n  P o r t  L io n s .  Our g o a l  i s  t o  c r e a t e  em p loym en t f o r  o u r s e l v e s  a n d  
in c o m e  o p p o r t u n i t i e s  f o r  o t h e r s .  W ith  lo w  sa lm o n  p r i c e s ,  a d e p r e s s e d  t im b e r  
m a r k e t ,  a n d  l i m i t e d  a l t e r n a t e  j o b  o p p o r t u n i t i e s  w i t h i n  t h e  c o m m u n ity , new  
e c o n o m ic  d e v e lo p m e n t  i s  n e e d e d . We p r o p o s e  t o  p r o d u c e  b o th  b e r r y  an d  
a g r i c u l t u r a l  w in e s  u s i n g  raw m a t e r i a l s  p u r c h a s e d  from  l o c a l  p i c k e r s  and  
g r o w e r s .  D e v e lo p in g  an  o r g a n ic  b e r r y  s u p p ly  h a s  g r e a t  p o t e n t i a l ,  a s  S e l d o v i a  
T r i b a l  C a c h e  h a s  sh o w n . U t i l i z i n g  r e n e w a b le  n a t u r a l  r e s o u r c e s  m ak es g o o d  
s e n s e .

A l l  o f  t h e  b u s i n e s s e s  w e 'v e  c o n t a c t e d  i n  K o d ia k  and  t h e  m a in la n d  a r e  
e a g e r  t o  r e t a i l  t h e  p r o d u c t  w hen i t  b eco m e s a v a i l a b l e .  I n t e r e s t e d  
e s t a b l i s h m e n t s  in c l u d e :  A ly e s k a  P r in c e  H o t e l ,  O 'M a l l e y ' s  c n  t h e  G r e e n , K o d ia k  
I n n ,  B u s k in  R iv e r  I n n , an d  th e  S h e l i k o f f  L o d g e , j u s t  t o  name a  f e w . We b e l i e v e  
t h a t  t h e  t o u r i s t  in d u s t r y  h e r e  i n  A la s k a  w o u ld  b e n e f i t  from  s u c h  a  p r o d u c t .  A 
•b u s h *  f a c i l i t y  w o u ld  a l s o  f u f i l l  t h e  ’ A la s k a n  m y s t iq u e ’ t o u r i s t s  a r e  l o o k i n g  
f o r .

I n  o r d e r  t o  p r o d u c e  th e  w in e  h e r e  i n  P o r t  L io n s ,  a s  w e l l  a s  o t h e r  s i m i l a r  
c o m m u n it i e s ,  t h e  p r o p o s e d  a d d i t i o n  t o  A la s k a  S t a t u t e s  i s  n e e d e d . O ut o f  
c o n c e r n  f o r  o u r  co m m u n ity , we h a v e  r e q u e s t e d  t h a t  t h e  S t a t e  A lc o h o l  B oard  
l i m i t  o u r  w in e r y  l i c e n s e ,  i f  g r a n t e d ,  t o  s a l e  o f  a l c o h o l i c  b e v e r a g e s  t o  
l i c e n s e d  h o l d e r s  o n l y .  We w an t t o  p r o v id e  e c o n o m ic  s u p p o r t  w i t h o u t  l i q u o r  
s a l e s ,  w h ic h  w o u ld  a l l e v i a t e  t h e  c o n c e r n s  o f  som e com m u n ity  m em b ers.

T hank  y o u  f o r  y o u r  c o n t in u e d  s u p p o r t  an d  c o n s i d e r a t i o n .

S i n c e r e l y ,

S t e v e  & L i s a  T hom sen
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STATE OF ALASKA
1998 LEGISLATIVE SESSION FISCAL NOTE Bill Version: CSHB 4 3 2 ( ITT>
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Expendftures/R ivtfluw:

COMPONENT Sc-IAv. SO. 

*>cusir.cs ol Cc.tars-

■31

OPERATING EXPENOmjRES - > 25 r , ‘ 30 FYOi r - T2 r / r 'M  i
=SPSCNAL SERVICES i
TRAVEL i
CONTRACTUAL i
SUPPLES i
SGUIPMeNT
LAND s structures
GPANTS, CLAIMS
0E3T SERVICE 6.133.2 15.669.4 15 637 6 15:33*
TOTAL OPERATING 0.0 0.0 6.183.2 16.669.4 15.617.5 15.5G.7 |

1
CAPITAL EXPENDITURES 1
CHANGE IN REVENUES ( )

FUND SOURCE r-ccsar.cs :l Cellars)

'CC2 Federal Rece-pts

1003 GF Match ii
'3C-4 GF
• • QZpZ

r;:~6ZCC2: -  rrc rs  r . r : • ' 5 ‘ 52 2 ‘ 5.539 4 • ;  f a 7 i
C T e : 1 1

TOTAL 0 3 0.0 6.133.2 15.589.4 15.587 -5 15 *
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p-epm x -  by Hudsoa AJPF. LLC

BOND DEBT SEP.VICE

Anchorage Ir.trmatjen*) Airport 
Fa col Ncie Scrr.ir.e for Decx-ment ef Revenue

FcTTjd
Esi-n*

Ftbruerv 6. 
51*9 MM Bond Issje

PrxietjAl Csupca

t *98 Insured Rates 
f*rincip»i .Amount Ajsmofxion

Interest D ectScrvxs
Annual 

Debt Service

10 01 1991
0-4 01 1999 4.3 53.876.50 4,353,876.50
C6.10M999 4J53.X 7620

4J5 3 .8 ’ 6.50 4,353,876.50
0401.1000 4,353.876.50 4,353.176.50
06/39/2000 8.707,7*3.00
10/01,1000 4.353.876.50 4J53.876.50
04.011001 4,353.87650 4,353,87620
06/10/2001 8,707,753.00
10-01/2001 4,490.000 3.9J06-. 4.353.176.50 1.843.876.50
04.011002 4.255.199.00 4265,199.00
06.10,2002 13,109,07520
10017002 4.670.000 1,040*. 4.2 65,199.00 1,935.199,00
04 0(2003 4,170.865.00 4.170.865.00
C6-10/2C03 13.106.064.00
10-01-7003 4,165,000 4.10064 4,1*0.86*00 9.035.865.00
04 011004 . 4,071.132.50 4.071,132.50
06.-30-2CC4 13,106,99720
1C0I1C04 5,070.000 4.15064 4,0 1 : . 132.50 9,141.132-50
04 011005 3.965.930.00 3.965.930.00
06-10/2C05 13,107.06220
10 01 2005 5,2*5.000 4.700*4 3.965.930.00 9,250,33100
04 01-2006 3.854 945 00 3.8*4.945.00
C6-0,7C'?6 13,105.8"5.00
: : c ;  ic c6 5.515.000 425CN 3.S54.S4JGO 9,369.945.00
f*4 r.| 200“ 3.*3".751.2i 3 .73V 51 23
CelO-200" 13.10*,69625
lo oi 20- r * "*«5.0-10 4 300% 3.-3V 51.25 9.492.7*1.25
04 01 2003 3.614,018.75 3.614.0 IS."?
06 j 0 .2 « S 13.136.770.00
i : o m c o s 6.010.000 4 4 : o - . 3.614.018.7* 9,624.01 S ’ *
04-2! 7739 3.4:1.798 75 3.431,753.75
06 30-7009 13.195.817.50
i :  o n n o ? 6.300.900 4.900S 1.4?i.:98.75 9,731.798.75
04 01.2010 2 jr .4 4 g .7 5 3.327,448.T5
06.101010 13,109247 50
10 01-7010 6.615.000 4 900*. 1.32-.448 75 9.942.44875
C4.01.70ll 3.155.38125 3 .1 6 JJ8 1 2 5
06-101011 13,107.830.00
10 011011 6,945,000 4.900*6 3,163331.25 10.110,38125
C4 01.2011 2.?v5.228.75 2,99522b,75
0^ 102 01 1 13.105.610.00
Iv 011012: *295.000 4.999s '» 2.9, 5.228 75 10290.228 75
C40M 013 2.316.501 25 2.816,501 25
0610-7011 13.136.730 00
; j  111013 •.■»5,0-.0 4,900’ . 2 .3 ’6.5*3! 25 19.431,50125
•24 C! 2014 2.62!."9.3.75 2.623.70S 7 ;
2610 2014 13.110.210 00
.* O llO U g.CSJ.OCO 3 ; . - : 0 ' 8 . 7 j I9.«8J*CS *.*
'A "!' -V!| < 2 41? 306 25 2.423.30625



P r e p a r e d  b y  H u d s o o  A l P f ,  L L C P*«e i

BOND DEBT SERVICE

Ancfkonee In ie ro a io ne l A irpo rt 
F:» | N ; t e  S cen irio  fc r Depenntent o f  Revenue 

r c b r u io  6. 1998 Insured Rates 
51 "9  S1M 8ond  Issue Principal A--oount Assumpboo

Penod Annu l*
Ending Princ^al Coupon Interest Debt Service Debt Service

06'70/20l5 13.107.015.00
10 01*2015 
04. 01/2016 
(W3C-7916

3.4S0.C09 5.100% 2.423J06.25 
22 07 .0 66 2  5

10.903,306.25
2207,06625

13.110.372.50
10-017016
O-i/OI/7017
0600/2017

S,920.000 5.1 C0% 2 3 0 -.0 6 6 2 5
1,979.60675

11,127.066 25 
1,979.6062 5

13,106,672.50
10/01 CO 17 
04.01/201* 
06/30/20 IS

9.390,000 5.1007* 1,979,606.25
1,740.16175

11.369,606.25 
1,740.16125

13.109.76730
10/01/2018
04.01/7019
06/20.3019

9.ISO.OOO 5 100*’. 1,’ 40.161 25 
1.4*8.221.23

11.620.16125
1,41*22125

13,108382.50
10.01.7019
04,01/7020
06.30/7020

10,400.000 5.1507* 1.4JS,22125 
1220.42125

11,88822125
1220.421.25

13,101.642.50
lOOM O’O 
04 01 2021 
06/70-2021

10.950.000 5.150*.; 1,220.421.25 
93S.45S 75

12,170,421.25 
938.458.”5

13,108,880.00
10.01/2021
04.01.1022
06-20.7022

1UJ0.CCO 5.150% 938.458 75 
641261 25

12.468,45#.15 
64126125

13.110.020.00
10-01.1022 
04 01 7023
06 .30.33 : ;

12.135,000 5.150% 641.561.25
329.0*5.00

12,776.561 25 
329,0*5.00

13.105.646 25
10 01 3023 

30.7024
• * * tn  r-~/) 5 329.3*3 CO 13.179.0S3.C0

13,109.085.00

I79.000.C02 144.24S.J52.00 J2J24S.852.00 323248,852.00

c C  13



- j " : .

Prcpaf-d b» Hudson AJPF. LLC Paf? I

NET DEBT SERVICE

AjKf>or»jr: lntrm«Jwn»l A rpcn
Fiscal N ett Scm tno tor DrpirriKtrt o f Rr>enue 

Februin- 6, l°98 Injured RMes 
S119 MM Bond Issue Pricer?*! Amoum Assumption

Period
E.-.dmf

Toul
Debt Service

Capitalized 
[merest Fund

Net
Gets Ser-See

0410/TW 9 4.353.874.59 4 J J 3 ,876.50
C630-2000 *.'07,753.00 8.707.753.00
WC'0.7001 8.707,753.00 4,353,876.50 4J53.876JO
06- 3 0/7002 13,109,075.57 13.10?, 07J.50
0500-7003 13,106,064.00 13.104.064.00
05-70/7004 13.106.997.50 13.106.997.JO
05. S0-70OJ 13.1 Of.062.50 13.107,062.50
0 <-30.7006 I3.105.S7J.00 15.105.8-3,00
oc /jo oo trr 13.107,69625 13.107,696.25
05-70/2008 13,106.770.00 13.106.770.00
Cc.j OCOC? 13,105.* 17.50 13.105,817.50
0670/2010 13.109247.50 t3.109.247JO
0670.7011 13.107.S30.00 1J. 107^30.00
0670.2012 13.105,610.00 13.105.410.00
06-70-2013 13.106.730 00 13,104.730.00
067 0-7014 13,110.210.00 13,110.21000
06707015 13,107.015.00 13.107,015.00
0670-2016 13.UOJ72.59 13.110.372 JO
C600-2017 IJ.I06 .672JC 13.106.672.50
05702011 13,109.767.50 13.109,767.50
0670/7019 13.IO8.J82J0 13.108JS2.5O
06707020 13,108.642.50 13.108.642.50
0570-7021 I3.IC8.8S0W I3.IOS.8SO.OO
06.70.7022 13.110.020.0*7 13.110.030.00
06.70-7)23 13,105.646 23 13.105.646 25
:5 7 :-7 o:4 13.109.081.00 13.109.0J5.00

323J43.833.C-: 17.415.504.00 30J.333.346.CO

J 13



Prepared by Hudson AIFF, LLC Pipt

BOND SUMMARY STATISTICS

Atktotwc Inlcnvrjcnti Axport
F;scaJ S'c:e Scenario for D e n r tm e r t c f  Revenue 

Fecniary 6 l°9S Insured R ites 
S17° M M  Bend Issue Prn<rx>*l Am ount AMumpacti

Dated D«
Delivery Ore 
Last M irjttv

Arbitrage Yield 
True Interest Cost 'TIC*
Net Interest Cc»« iNIC)
AS-In TIC 
Avenge Coupon

Avenge Life iywi)
Duration of issue (years)

?sr Amount
Bond Prseeech
Tool L-.terest
Net Interest
Toul Debt Service
Maxar.urr. Annual Debt Ser>Sce
Avenge Annuil Debt Service .

Under area's Foes (peT SI 000) 
Average Tskedcwn 
OUver Fee

Total I'r.dererfcen Disecunt 

Bid Pres

1001199*
10.01/199*
10.01/3023

j. 106:00% 
<104:00%
5 0 0 -2 2 4 S  
5 252771*.
5.00:224%

14 094 
10.613

I79.C00.0C0 CO 
179.000,000.00
144.248.852.00
144.248.852.00 
323J4*.85:.0O

13.110,372.50
12.92S.9i4.08

100 000000

3.,-ni Cotrpcr.er.t
Par

V lu e Price
Average
Coupon

.Avenge
Life

Serai S;r.i:- 4l.se0.C0C.00 100.000 4.252% 6.*19
Ter= Bcr.dj J i .S 20.:ot?CC 100.CW3 4 900% 13.098
Teflr.2 44.725.000 00 100 COO 5.100*1 18.102
TsrrD 5 7, *45,000.00 lOC.OOO 5 150V. 21.103

179.COO.OOQ.OO 16.094



p r e p a r e d  f c v  H u d s o n  A I P F .  L L C

BOND DEBT SERVICE

Anchorage tntanm ionnj Anpor:
Fiscal Non Scenario fix Department o f Revenue 

Fj'cr-trv 6. 19^S Insured Rr:es p lu i 100 beau point cushion 
S170 MM Bond Issue Principal .Amount Ajsutnjaioc

Period Annual
End'su; Principal Coupon Interest Debt Service Debt Service

1C-01 1991 
04.0! 1999 
0e70 '198o  
10/01 1999 
04.017000 
o6.-jo .7coo
10.01 70-10
04.01 70*) 1 
06/307001

3 269.084.73

5.269.088.75
3.269.038.75

5769.08S.7J
5769.088.75

5.269.C8I.75

5769.018.75
5769.088.75

5.268.088.75
5.269.088.75

576-4.088.7J

10.538.177.50

10738.177.50
10-01.7001
04.017002
06.707002

3.930.000 4 950% 5.269,011.75
3.171,12175

9,199,011.75 
5.171,82175

14770,910.00
10-01,2002 
04 017003 
06.307003

4.130.000 5 050% 5,171,82175
3.067.538.75

9 J0 1 .I2 I7 5
5,067,338.75

14769760.00
10.01 20C3 
04'01.7004 
06/70.2004

4.343,0-20 5.100% 5,067,538.75
4.956,741.25

9,412,538.75
4,956,74175

14,369,210.00
IC'01.7004 
0401 2003 
0670.3003

4.3 : 3, CCO f.150% 4.956.741 J 5  
4.838,935.00

9.531.74175 
4,832.935 00

14770.67675
10/0170-33 
04 01 2006 
06/30 7006

4.420.0-30 5 20-3% 4.838,935 00 
4.-13.61500

9,651,935.00 
4,713.515 00

147 72.550.00
10 01 7006 
•'•4 01300* 
06,30-200••

3.075.O3O 5 230% 4.*13,615 00 
4.5SO,:.96.:5

9-8S.5l5.C0
4,53079575

14 J6 9 .0U 75
10 0 1 7 0 0 ' 
04 01 7003 
06 30-7004

£.350.000 5 3c--:% 4.540.396.25
4.438.521.25

9.930.39675
4.431.62175

14.369,017.50
!:.OI.7CO? 
04-0-..C/O'3 
06.302009

j.64 3.420% 4.438,62175 
4.286,206 25

10,033.62175 
47  J6.206 25

W 7 69.I27J0
10 01.7009 
04.012010 
06-30.2010

5.9 : 3.0-20 3.900% 4,246,206 25 
4,109.943 75

1-37617C6.25 
4.1-29943 73

14771,150.00
10017010 
0401 2011 
06.70.3011

6.335.000 5.900% 4.109,943.75
3,9:3.061.25

10,414.943.75
3,923.06175

U J68.005 00
10.01-7011
04.012012
0<»307012

S.720,000 3.900% 3.923.061.25
3,-24,321215

10.643.06175
3,7:4.821.25

14J67.3S2.50
10.0L3012
04.01,3012
06.30-7013

6,130.000 5.?:o% r.724,821.25 
3.514,486.25

10.854.821.25 
3.514.48675

I4 J 6 9 J 0 7 J 9
1 3 01 2-313 
04.013014 
0670-7014

~.'ii  • » ) 5 *CO% 5.5U.485 25 
3.291.318 ' !

1 l,C"?.4*5 25 
3.391,313.75

14.3~0.805 00
10^1 2 0 U  
C4 017013

4.030. >10 6.100’ . j .  : 3 l,.M ?.'5 
3.046,403.7?

117:1.313.75 
3.C 46.403.75

i -t2/ c b f J



K 'Ta

Pr— » rc d  by H ixU cn  ASfT. LJ.C

BOND DEBT SERVICE

Anchonxc ln'xmirioruJ Asporr 
Fr-cal Note So*nine for Department of Revenue 

February 6. I<91 Ir.v.int-i R urs rlu j 100 b in s point cushion 
S179 V_M Bond tscve Pmcipnl Amcun*. A su a n * ®

Period Anhuei
E.-.daig PnnciwJ Coupon Interest D :r t Service Debs Sem e:

od } : : o i 5 14J67,722.50
1 0u l 2015 
04-01/2016 
04.30/2014

8.540,OCO 6 100% 3.046.403 7 ‘ 
2.7*5,933.75

11,5*6.40? "J 
2,7*5.933.75

14.372.337.50
1001-2016 
04 01/2017 
C 6302017

9,075,«)00 6.100% 2,785.933.75 
2.509,14625

11, *60.933.75 
2,509.14675

14.370,080.00
1001.2017
04,01/2018
04.002011

9.645,000 6.100% 2.509.U 623
2,214.973.75

12.154,146.25
2714,973.71

14,369,120.00
1001 2018 
0 4 .0 1 2 0 19 
06." 02019

10,250,000 4.100% 2J14.9T3.75
1.901348.75

12,464.973.75
1,902748.75

14,367,32270
10.012019 
0 0 1 .2 0 2 0  
042 0.7020

10,900,000 6 150% 1.902.343.75
1.567.173.75

I2 .3 0 i3 4 * .'5
1.567,173.75

14J69.522.50
10.01.7020 
04.017021 
C6307021

11^90,000 6.150% 1.567,173.75
1210.78125

13.157.173.75
1710,78175

14.367,955.00
IO C ,7021 
04 017022 
0 6 30 70 22

12.325.003 6.150% 1.2IC J81.23 
331.T87J0

13,535,7*1.25
*31.78770

I4J6 77 6I.7 5
10 017022 
04 01702? 
04 30 202?

13.I10.C00 4.150% *11,-37 50 
428.655.00

13,94| T*7 JO 
428.655.00

14J70,142.50
17-72 2023 
04 33.7024

l3.r-i-3.COC 4.150% 42S.65J.CO 14.368,655 00
14J68.655 00

179.000.003 1*’ .! 4 J.9 5 2.50 356.843.95270 356.843.9J2.50

7 c k  L3



N E T  D E B T  S E R V I C E

AncJwrtse ln«rr.«noo»J Airport 
F isn i Note Scen.ino for Department of Revenue 

Fcbrjsrv 6, 199S Insured Rxes plus 100 bases point cushion 
SIT*) M M  Bond Issue PrncipaJ Amount Assumption

?enod Total C tp itiiard N r
Endxp Debt Service In (ere ft Fund Debt Service

06.30/1999 5,269,018.75 5,269,OJI.75
06/JO 7000 10,535.177.50 10.535,177J0
06J04001 1 0 JJ I .1 7 7 J0 5.269.055.75 5469,011.73
Q6/30i7002 14,370.910.00 14,370.910.00
06.79.2003 I4 J6 9 J6 0 C 0 14.369J60.00
06(30.7004 1 4J69J50 .00 14J6 94I0 .0 0
06.30/2005 14.370.676.25 14J70,676.25
06/30-3006 14,372,550.00 14J72.550.00
06/30/2007 14 J6 9 .0 ll.25 1 4 J69 .01145
06.30.700S 14J69.-317.50 14,369,0 1 7 J0
06/30/3009 14,369,527 50 14,369,527.50
06/30.2010 14J71.I50.CO 14,371,150.00
C6/70.701I 14,365.005.00 14,361,005.00
06/30-701: 14 J 6 " ,552.50 14.367,552.50
06007913 14 J 6 9 J 0 7  JO 1 4J69J07 .50
04-3070 M I4J70.S05.00 14,370,105.00
06/30,2015 I4J67.722.50 14.367.722.50
06/30.7016 14 J72 .J37 .5 9 ' 14J72J37.50
06-30 2017 I4J70.0JQ.OO 14.J70.080.00
04.30.70 IS 14,369.120.00 14,369,120.00
04,30/7019 14J67J22.50 14,367J 2 Z J 0
06.30,70:'. I4,J69.J22.50 14.369.522.50
04.30.7071 14J67.955.00 14J67.955.0O
06.7C 70:: 14J67.56S.75 14J67J65.75
34 307023 : 4.3*0 .447.5.3 14.370.442.50
36 307 /71 4 J6S.45 J . » 14.36S.S55.C0

356.J43.952J) 21.0*6 J  5 5.00 J3 5 .7 6 7 J9 7 J0
• - r r ; r = -



Prepared by Hudson AIPF. LLC

BOND SUMMARY STATISTICS

Ancticrar: International A j^crt 
F b d  S'cte Scenario fcr Department of Rr-foue 

Februin 6, I99g Insured Rxes plus 100 biris posit c u c k i  
SI "'5 SfM Bend Lvrte Principal A/noun A srjnpooo

D K/d Drcr 10-01-1998
DcUvctv Di'.e IO.OUI998
Last Maturity 10-01(7023

A/Vrtxne Yield 6 137115%
True Interest Cost (TIC) 6.137115%
Net Lnteresi CosJ (NIC) 6.019233%
.All-In TIC 6 292908%
Avenge Coupon 6 019233%

Avenge Lift (yew ) 16.506
Duration of Issue (yean) 10.031

Per Amour: 1*9.000.000.00
Bond Proceeds 129,000.000 00
Total lntTeat 177,143,932 50
Net Interest 177.843,952.50
Total Debs Sen'ice 355.843.952.50
M rdm um  .Annual Dei lem cr 14,372.550.00
Average Annual Debs S n ic e 14^73,758.10

Under-vTrtrr's Fees (per S 1000.1 
A venge T aktdo »*n
Other Foe

T ool I'nder*Terr's D-jccm :

Bid Frioe ioo.cooogo

3cp.d C ar.pcnent
Pir

Vijije Price
A 'e r ije
Coupoa

Average
Lift

Serial 3-rnds j -  r 0.000 00 1CO.COO 5.336% 6.771
Trrm Bcr.cs 3; *25.000 00 100 COO 5.9009. 13.118
Term I 4-J40.000 00 100.000 6 100% 18.122
Term) 465,000 00 100.000 6.150% 23.123

1 *9. COO.OOO.OO I5 J0 6

4  t4  / J



P r e p a r e d  b y  H u d s o n  A I P F .  L L C

BOND OEBT SERVICE

Anchor-v j; (nteTnenonal A irpo rt 
Fisci! Note Seen.mo F?r Department of Revenue 

f ib r jl/y  6, m i l  LnsurrJ R oei plui 200 basis point cushion 
SI <9 MM Rond Issue Prncipal Amount Assumptxxi

Period Anr.us l
Ending Prwcipml Couoon la teres: D e b t  Sen-ice D ec<  Seroce

10 Q H 99J 
Gi 01/1999 
06 30/1999 
10 01.1999 
0<.01/2000 
C6/30-2000 
1001'1000 
C*01.1001 
C6/30/200I

6.183.107.50

6.183.107.50
6.133.107.50

6.183.107.50 
6.183.107.30

6.1*3,107 50

6.183.107.50
6.183.107.50

6.183.107.50 
6.18 J. 107.50

6.1*3,107.50

12.366215.00

12J66215 .00
10-01/2001 
04 012002 
06202002

3.425XOO 5 950V. 6.1*3.107.30 
6,08 J .213.75

9,60*. 107.50 
6,081,213.75

15.61922123
10-012002 
C4 01200} 
0620.2003

3.63S.OOO 6 050*4 6.0*1.213.75
s . s 'u s s . o o

9,716,213.75
5.971255.00

13,687,461.75
1001-2003
0401-2004
0620.7004

3.865.CC-3 6.100*4 5.9-M.255.00
5,153.372.50

9.836255.00
5.853,372.50

15.689,627.50
19.017004 
04 0i'7O0J 
06202003

4.110.OC9 6.15C*v 5.553.372 50 
5,726.990 00

9.963272 50 
5.726,99000

13.690262.50
1901200? 
04 012006 
C6-307006

4 J* 0 .'W 6 2 W » 5.726.990.C0 
5391.520.C0

10.096.990X0
5,591,520.00

15.68*21000
19 012006 
04 017007 
06 20/2007

4.55C.'\0 6250% 5.591.520.0*3
5 . 4 4 4 : 0 1 . 5 9

10,241.520.00
5.446,207.50

15.687.727.50
19 01.700 ' 
04CM 9OJ 
C6.20.7008

4.«5!.v27 6 200*. 5.446.20*50
3.293.1:3.00

10.401207.50
5290.125.00

15.691232.50
10 01 7903 
04 01 7006 
'36-30.7009

52J7.XO 6 4C**i 5.290.123.00
5.121.155.00

10.570.125.00 
5.121.155 00

15.691290.00
10 01-2009 
94 017010 
C620-7010

3.54>.X'2 6 570% 5.121.165.00
4.925.585.00

10.761,16500
4.924.5*5.00

15.687.750.00
1 C.O 1/2019 
•>4.017011 
06207011

6.945.OCO 6 90C*. 4.926.515 00 
4.713.032.50

10.971.5*3 00 
4.718,032.50

15.689.61720
19/917011 
04.01.7012. 
962*7012.

6.4-5.000 6.90054 4.718.032.50
4.494.643.00

11.193.032.50
4.494.645.00

15.687.677.50
107)17012 
<34.017013 
06207013

6.94-:.000 5 90C*. 4.494.645.00
4.255315.00

li.434.645.V3
4.255215.00

15.689.860 00
10 01 7013 
94 012914 
06 30-7014

*  O i.K v o . ’ .O  V i 4 , 2 5 . * . :  15.00 
3.991.707.30

11.69-7215 20 
3.991.707,50

15.688.922.50
1 0 .0 !  2 9 1 4  
■M 01 7015

i . o 9 « , " 9 ' . < o  
3> 15.335X0

1 1 . 9 7 3 , 7 0 "  5 0  
3.’  15,595X0

fC :f- '=>
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BO < 0 DEBT SERVICE

Anchcr»$e InrrminofuJ Airport 
Fiscal Note Scenario for Depinroerit of Roer.ue 

Fctrusiry 6, 1995 Injured Ru m  pkij 200 fcwij potr.t cushion 
S179 MM Bond Ls-t/e fYndpeJ Amount Am/mponn

Period Anr.utl
F .ndirj: P rnopel Coupon t/i teres Debt Service Debt Service

o w r o i * 15.619.30230
10-01 7012 
04.01-^O16 
04/20 2014

S. 560.000 ;  to o * ; 3,713..95.00 
3.411,715.00

12,275.595 00 
3,411.715.00

I5.687J10.00
10-017014 
04,01/00 F» 
06 /707017

9,1 S3,000 7.100% 3.411.715.00 
3 .085J9230

12.606.715 00 
3,085392.50

15,692.007 3  0
I0/OI/2C17
04,-017018
06/70/7018

9.870.-500 7.100% 3.0S5J92.50
2.734.9O7.J0

11955.292.50
2,734,90730

15.690J00.00
10,-017018 
04 017019 
C-670 77-19

10.J9J.000 7.100% 2.734.907 50 
2,338,785.00

13,329,907 50 
2J58.78J.90

15.688.69230
10-017019
04,01-7020
06,70.7020

11 J30.C00 7.120% 2J58.78J.OO
1.951.950.00

15,738.785.00
1.951,950.00

15,690.733.00
10/017020
04017021
04/10-7021

12.220,000 7.1 50% 1.951,950 00 
131 J.085.00

14,171,950.00
1.515.085.00

15.687.035.09
10-017021 
04,-01.7022 
C4/1-: 72-22

13.130,000 7.150% 1,515.085.00
1.045.687.50

14.645.085.00
1.045.68730

15.690,772JO
'0  01 7022 
04 -0! 7C73
2 4 5 : 7 :-::*

’,4.100.000 7.150% 1.045.687.50
541.612.50

15.145,687.50
541.612.50

15.687JOO 00
10 C l 7225 
•/4-:-2 7-224

'.5.150.2-00 '.150% 541.61250 15.691.61230
15.691.61230
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N E T  D E B T  SER% ICE

A n c b c r s f *  I n t e m e l i c i u l  Airport 
F is c a l Note Sorrsno for Department of Revenue 

F'bo-irv 6. 1508 Insurtd R jtei phis 200 basis point oujrjon 
S I T 9  M .M  B o n d  l« u e  P r in c ip a l A m o u n t  A o u n ' f x x n

Period Toi&J Captcdiecd Net
Ending Debt Service Interest Fund Debt Service

06.‘30*19S9 6.115,107 50 6.113.107 50
06-30-2000 12,36621500 12.366JI5.00
06.'302001 IU66.21J.QO 6,113.107.50 6.1IJ.107.50
06.30 .20 0 : 15.689.321.7 J 15.619,321.25
06.10/2 003 I5,68’ .468.75 15.617.468.75
06.30-2004 13.689.627.50 15.689.627JO
06.30.200J I5.699J62.S9 15,650.362.50
06-10.1006 15.688,510.00 15.688,510.00
06.10.100 7 1J.687,727 50 15.687.727 JO
06,10.1001 15,691,332.50 15.691J32.50
06,102009 15.69IJ90.00 15,691 J9 0  00
06.102010 15.687.750.00 15.617,750.00
06-30.2011 15,619,617.50 15.689.617.30
06.30.2012 1J.6I7,677.50 15,687.677.50
06.102013 15,689,860.00 15.619.860.00
0610:2014 15,688,922.50 15,688,922.50
06/30.201} 15,689,302.50 15,689.302.50
0 6 10 10 16 15,687.310.00 15.687JIOOO
06 .10101' 15.692,007 50 1 J.592.007J-3
0 6 1 0 2 0  IS 15.650j00.00 15.69OJO0M
06'3 0.2019 15.688.69U0 15.688,692JO
06-302020 15.650,735 00 15.59O.735.0C
06 30 202! 15 e r .0 3 5  00 15.687,035.00
Cc 30/2022 I5.S90.7-2.50 15.693.772 50
•36.10/2C23 I5.68-J00.00 15.617,'300.29

js  <o- j - '  <o 15,691,612.50

391.769.972.50 26.732.00.00 367.537,542 50
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BOND SUMMARY STATISTICS

P ip *

A ncnn ry r lne.-n.Mxvnal Airport 
Fiscal Note Scenario Tor Department oTRevenue 

February 6. I?9* insured Ratss pius ZOO bass point cushion 
S I"9 MM Bond ksue Prr.cipaJ Amount Assurr.fujon

Dated Due 
Debvery Dele 
Last M«un»v

10-OM998
10.5)1/1991
IOA)I'2023

Arbraige Yield 
True Interest Cost (TIC) 
Setlntttesi Cost (NIC) 
All-tiTTC 
Avenge Co<.poa

Avrrrge Life (yean)
Duration of Issue i . 'tm i

P a  Amount
Bond Proceeds
Total Interest
Net [merest
Total Debt Service
Maximum Annual Dew Serv ice
Average Annual Debt Service

Lnderwrittrt Fees (per S!000t 
Avenge Takedown 
Other Fee

TeaJ Ur.tkr*rteT« Discount

7.170652% 
7.170452% 
7 030360% 
7 336204% 
7 030360%

16.901
9.497

P 9 ,000,000 00 
P 9 ,000,000.00 
212.769,972.30
212.769.972.50
391.769.972.50 

15,692.007.30 
15,670,798.90

Bid Fnce 100.000000

Bo.-.d Cerip.TCTi
Par

Value

£ r r .a l Bonus 

Trrt Pi cr.es 
rrm 2 
Trrrn3

34.25C.-XO 00 
3 2 .fi?  OiO.OO 
4p.195.000.00 
65 982.000.00

Price
Average
Coupon

100.000
190.000
100.000 
100.000

6.228%
6.9-20%
7.!0C%
7.150%

■ : 

n fMT-J=Tj
I *9 IJOC oco.oo

Average
Life

6.824 
13.138
18.142
23.143

16.908

; f ' 3
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Interim: Session:
716 West •I"1 Ave.. Suite 320 Anchorage. Stale Capitol Bldg.. Suite 416 

Juneau. AK 99801AK 09501 r ’•vsSa j
Phono: 907-258-8188 Phone 907-465-3879
Fax: 907-258-8727 Fax: 907-465-2069

Representative
John  J. C ow dery

Toll Free: 1-888-269-3879

March 25, 1998
The Honorable Bill Williams. Chairman 

House Transportation Committee 
424 Capitol Building 
Juneau, Alaska 99801

The Honorable Gene Therriault. Co-Chairman 
The Honorable Mark Hanley. Co-Chairman 

House Finance Committee 
415 Capitol Building 
Juneau, Alaska 99801

Dear Mr. Chairman:

RE: CSHB 432 (IT&T): “An act relating to international airport revenue bonds...”.

I am pleased to forward to you the collateral record materials on CSHB 432 for 
consideration by your committee. The House Special Committee on International Trade 
and Tourism held five separate hearings, totaling S hours with testimony from 20 
witnesses. The preponderance of testimony was in favor of the project.

CSHB 432 increases authorization for the state to sell revenue bonds from the present 
level of 5100,825,000 to a new level of $280,000,000. The additional increment of 
$179,175,000 will be used to construct improvements at Anchorage International Airport 
(AIA). The increased bonding authority is only one component of the financing for this 
project. Another component includes approximately 526 million in federal highway funds 
forcurbside and access road improvements. Still another component includes FAA 
funding of approximately S25 million. The total, all in, project cost is estimated to be 
$230 million. This bill, however, is about only the $179.2 million portion relating to 
revenue bonds to be guaranteed by the International Airport Revenue Fund (IARF).

The difference between the original version of HB 432 and CSHB 432 is one 
amendment, which is the new Section 2 of the CS. It requires DOT/PF to submit an



advance fiscal year spending plan to the Legislature by January 1st each year of the 
project.

In thp course of our extensive hearings, the IT&T Committee amassed a great amount of 
paperwork in connection with HB 432. In order to facilitate your committee’s further 
consideration of the bill. I’ve prepared three volumes of binders containing a copy of 
every document submitted to my committee during this hearing process. Each document 
is tabbed with a number. A Master Index to the tabbed documents is in the front of each 
volume.

I would highlight the following items that may assist you:
• A contact sheet of witnesses and state officials is in Volume II, Section VI. 

Tab B.
• A bibliography of all documents and reports prepared by DOT/PF and their 

consultants is located in Volume I, Section II, Tab B at Attachment #4.

• The unabridged Plan of Finance is located at Section II, Tab Q.

The Letter of Intent (LOI) for FAA funding is located at Section II. Tab R.

• A summary of key points that deserve further elucidation is included as the 
last section of this letter.

I hope that by presenting the information in this way that it will assis! your committee to 
identify issues that have been adequately covered and other issues that still need 
legislative perusal.

There are 25 signatories to the Airport Airline Operating Agreement. The Agreement 
requires that two thirds of the members must vote against a project to disapprove it. 
Approval takes a one third vote. Abstentions count as a yes vote. The signatories voted 
13 Yes and 12 No. The yes votes comprise 60% of the revenue generated at AIA.
Strictly among domestic carriers, the support was stronger. Domestic carriers comprising 
89% of AlA’s revenue voted yes.

CSHB 432 (IT&T) Transmittal Letter
Chairman Williams, Co-Chairman Therriault. Co-Chairman Hanlev
Page 2



Still, it was my intent to ensure that the small air carriers who comprised the minority 
vote had an ample opportunity to present their issues. Representatives from ERA, and 
Northern Air Cargo made valuable contributions to the record that reinforced the 
committee’s resolve to keep the project within manageable scope and limited 
indebtedness. In fact, it was because of prior input from the smaller carriers that I 
introduced HB 432 and reduced the bonding authority by S25 million compared to the 
governor’s proposal. (The difference to be made up in federal airport aid funds that must 
be targeted to specific project costs.) I urge you to maintain this difference in any 
substitute bill that issues from your committee.

IMPORTANT ISSUES:
1. Overall construction period from 1999 to 2004 seems too long. A critical path chart, 

however preliminary it may be at this point in time, would be a good reference. None 
has been submitted yet.

2. Along the same line, care should be taken to ensure separate sub-projects are 
completed in carefully coordinated, discrete time packages. The best information we 
have on discreet sub-projects is Commissioner Perkins letter dated March 19, 1998 
which can be found in Volume I, Section II, Tab F of the IT&T Committee Binders 
accompanying this memo. This is important information because, to the extent 
possible, we want contracts sized to the capabilities of Alaskan contractors. There is 
a balance to be struck between the number of contracts issued and maintaining sound 
interface between them.

3. The relationship of the Cargo Master Plan to the overall Airport Master Plan is a 
little fuzzy. There should be only one Master Plan containing a comprehensive view 
of development for the whole airport. At the very least, the Airport Master Plan 
cannot be considered complete until the Cargo Master Plan is completed. It is not yet 
completed. So there is some uncertainty about the ability to pay for future cargo- 
related capital projects, within the amortization period of the current project, because 
they haven’t all been identified. (Feb 24 Minutes, page 22. Tape #0532) Aside from 
the phantom Cargo Master Plan the Airport's C1P lists S J 76 million in projects 
during the planning horizon of 6 years.

CSHB 432 (IT&T) Transmittal Letter
Chairman Williams, Co-Chairman Therriault, Co-Chairman Hanley
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4. A two and a half year construction period for Concourse C may be unnecessarily 
long.

5. Mr. Eberle’s testimony that DOT/PF will not staff up, but will use contractors, 
should be held to. One of the legislative goals should be to maximize Alaskan 
contractor content in this project.

6. Additional information should be developed about the possible need for interim 
financing, such as Bond Anticipation Notes, as suggested by Mr. Ross Kinney, State 
Treasurer. The FAA money will come in annual allocations over a span of time 
longer than the construction period. Mr. Kinney and the Airport’s financial 
consultant, Mr. George King, are worried that they won’t have enough money on 
hand to pay for construction as needed. However, given the contingency amount 
(20%), the Passenger Facility Charge revenues that are not yet included in the 
financing ($6 million per year), interest during construction, the unexpended 
balances in IARF CIP funds, and surplus revenue in IARF that is traditionally 
rebated to the air carriers, it would seem that actual cashflow will be amply sufficient 
for construction. Bond Anticipation Notes may play a role in this project but not for 
the reason that there will be inadequate funds during construction. More likely they 
will be needed if IRS requires two offerings instead of one. The Finance Committee 
may want to investigate the likelihood of IRS approval of a single bond offering 
plan.

7. Additional investigation is required into the IRS ailes requiring bond proceeds to be 
expended within three years. Testimony indicates a bond sale in 1998 and project 
completion at the end of 2003, a five year period. Despite DOT/PF's contention that 
one bond package is a must, it may be necessary to have two bond offerings.(ibid, 
page 27)

8. DOT/PF has not yet answered the question, “what project components can be 
discarded or delayed if costs exceed available funds." They seem to be worried that 
the legislature will curtail the project if they admit to a prioritization. If no 
prioritization is made now, then in the event of cost over runs the only option will be 
to increase expenditures. The legislature should keep both options available: to 
curtail or to increase. There is built-in resistance to curtailment. Herein, raising the

CSHB 432 (IT&T) Transmittal Letter
Chairman Williams, Co-Chairman Therriault, Co-Chairman Hanley
Page 4



prioritization issue should not be considered as advocacy for curtailment. Instead, it 
is raised out of necessity for thoroughness in the legislature’s review. Chairman 
Cowdery asked what curtailments would have to be made if interest rates climbed a 
hundred basis points (1%). Mr. George King responded that a 100 basis point 
increase would have no effect because the financial model has that much of a 
cushion built into it (see Volume III, Section VI, Tab D, IT&T Minutes for 02/25/98, 
Page 12). Staff’s conclusion is that it is early enough in the process so that the 
project will be designed to fit the dollars available.

9. DOT/PF submitted a Letter of Intent (LOI) to FAA dated March 2, I99S (Tab # ). 
The IT&T Committee received a copy on March 19, 1998. The LOI is a one inch 
thick document that contains information that may have escaped review by the IT&T 
Committee, though a draft was provided to the committee’s consultants. The LOI is a 
S48 million funding request for capital projects within and outside the scope of the 
project envisioned by HB 432. A clear delineation should be made about which 
projects in the LOI relate to the HB 432 project and what is their cost. Mr. Ron 
Simpson is the FAA contact on this matter. A hole exists in the record about what we 
v an expect the annual payments to be from FAA if the LOI is approved.

10. Passenger Facility Charges (PFC’s) is a HUGE issue. The Governor does not want to 
address the issue of PFC’s this year, election year, probably because it can be viewed 
as a tax. Therefore PFC’s are not part of the financing plan, or debt reduction plan, 
for this project. FAA testified that Alaskans are paying PFC’s but the money is going 
to airports outside, mostly SEATAC. Among municipally run airports. Juneau, 
Ketchikan, Kenai and Valdez are in various stages of consideration and application 
for PFC sponsored projects. FAA recommends we adopt PFC’s for Anchorage and 
Fairbanks. It would mean about $5 to $7 million per year in added revenue, which 
must be spent, on specific airport projects. One argument against PFC’s is that it 
would reduce the dollars we gel from FAA’s Entitlement Program. This is partly 
true. Actually, he decrease would only be for funds for Anchorage International 
Airport and would he offset by increased funds available for other, rural airports 
(according to Ron Simpson FAA). Hence rural communities will benefit from this

CSHB 432 (IT&T) Transmittal Letter
Chairman Williams, Co-Chairman Therriault, Co-Chairman Hanley
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project. Additional explanation about limitations on how PFC’s can be spent should 
be pul in the record.

The IT&T Committee considered an amendment to require that PFC’s, if and when 
they are levied, must be used first to pay off bonded indebtedness, and then for other 
uses as allowed by statute. However, State Treasurer, Kinney, testified that the 
likelihood of an early redemption is a disincentive to bond buyers and might result in 
a higher interest rate. The amendment was withdrawn. The Finance Committee may 
wish to verify this information or explore other ramifications of having the PFC 
cashflow available.

11. AIA's Terminal Project Manager, Mr. Kellner testified that they have an overall 20% 
contingency built into the project cost. How should this money be used if it is not 
needed for contingency costs?

12. The State Treasurer requested several amendments to reinforce the statute allowing 
the Bond Committee to delegate authority to staff, and. to purchase credit 
enhancements. As Chairman of IT&T, I have no strong objection to these 
amendments. I did not bring them up for active consideration because they seem 
redundant and are couched in jargon. However, I recommend these amendments be 
reviewed by the Co-chairs of the Finance Committee. The amendments are found at 
Volume I, Section I, Tab F.

13. The IT&T Committee did not delve into the environmental protection requirements 
that may be associated with this project. Commissioner Perkins letter of March 19. 
1998 makes reference to an Environmental Assessment that is underway to comply 
with the National Environmental Protection Act. However, IT&T neither received 
nor solicited testimony on this aspect. I urge the Transportation Committee to include 
environmental issues in their overview of CSHB 432,

14. We tried to assess the ability of the AIAS to remain competitive after the rale 
increases are levied consequent to this project. The IT&T Committee Consultant 
Report indicated that some comparisons of landing fees were misleading because 
some airports include fuel flowage fees witlrn their landing fees and A1A does not
( Volume III, Section V. Tab A). Despite this discrepancy, that data and testimony by

CSHB 432 (IT&T) Transmittal Letter
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airport officials and their consultants indicate that ALAS will remain competitive 
with U.S. airports. However, no data was submitted regarding competitiveness with 
international airports in Pacific Rim countries.

15. It is recommended that the Legislature develop a mechanism for directly tracking 
progress and problems during the course of the project. Programmed legislative 
oversight will by its very implementation increase conscientiousness among the 
parties involved in disbursing the huge amounts of money involved in this project.

16. Finally, instead of a public offering for the bonds, the IT&T consultants propose that 
the state explore the pros and cons of a private placement with the Permanent Fund 
Corporation. Substantial savings could accrue due to elimination of fees and credit 
enhancements.

It is my hope that this letter and the accompanying information will make your 
committee's work easier and enable you to avoid unnecessary duplication of effort. My 
office will make any request from you on this matter a top priority.

C S H B  452 (IT&Ti Transmittal Letter
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Airport Bond Questions:

introductnn^.-

In all fairness to the AIA we must say that there has heen considerable effort made 
toward presenting as complete a package of information as may be possible. Numerous 
staff and consulting hours have been incurred in preparing more reports than we could 
possibly review in detail. Therefore, it is entirely conceivable that the AIA has answers 
to any questions we may raise and that those answers have already been covered in a 
report somewhere. We have briefed both Dave Eberle and Mort Plumb of the general 
nature of th's report and some of its specific findings in order that they may be prepared 
for your questions or so that they could supply us with any additional comments they 
might have. They have not received a copy of this report.

Because we have been asked to review certain information related to the Anchorage 
International Airport proposed bond package, we have agreed to try to answer certain 
questions and provide additional information. Also because we want to provide a cost 
effective product we will avoid duplicating efforts that have already been expended, but 
may in some cases evaluate already provided information. Our review was limited to 
information available at AIA. Discussions with airlines or consultants were not done due 
to time constraints. Therefore, there may be additional information which might need to 
be considered.

Question:
l. What is the total debt capacity of the International Airport System?

The simple answer is that there is no singular dollar debt capacity that remains constant.

The short version answer is that the level of activity and associated revenue at the 
Anchorage and Fairbanks airports (IARF) are tied together to calculate bond capacity 
given a point in time and certain assumptions. More directly the current bonded debt of 
approximately $33 million and the proposed bonded debt of approximately $200 million 
is within bonding capacity of the IARF but only if certain conditions are met. If the 
IARF is willing to accept a lower credit rating then the amount of the bonded debt could 
conceivably be as much as $400 million.

The long version can not be covered in the limited time allocated for this report but 
requires a due diligence review by qualified bond counsel. Additionally, should further 
review be requested we would be available to assist where possible.

2. Is the borrowing capacity for Anchorage International Airport(AIA) legally separate 
from Fairbanks International Airport(FIA), i.e. does debt incurred for AIA project 
affect the borrowing capacity for FIA?



  The simple answer is NO the borrowing capacity of AIA and FIA are not separate
bur arr linked together in the-fonn.Cifi^ltitet^oaaE3a^i3iJ&venucFund:^ARFh“- - 

—A nd3m:ominue» Jf.MS-debt i^hwwi a t  a
versa. ............. — :

AIA has historical I \ subsidized operations at FIA because Anchorage generates excess 
revenues and Fairbanks has lost money consistently. While this is not a popular 
statement, it is true, and can easily be seen in any of the financial statements for the 
airports. What it means for your purposes in this question is that anything which either 
reduces revenue or increases cost at AIA will have a significant impact on FIA’s ability 
to justify any bond financed improvements. Regardless of where the projects are located 
(AIA or FIA) the impact is to both airports as they affect the IARF in total.

3. After the proposed project is complete, what will be the plane/passenger capacity at 
AIA and how long will this capacity satisfy anticipated demand?

AIA has answered that “The project is designed to accommodate 3,000.000 
enplanements or 6 million passengers, which are projected for the year 2005.” 
Additionally, they answered that “...an additional four jet gates may be needed in about 
2010 with another four jet gates in about 2015.”

The Hirsh report, (“Final Report, AIA, Terminal Expansion Study, date 12/22/97, 
Hirsh Associates") table II-1 indicates that by 2005 the total enplanements are estimated 
to be 3,070,000 and by 2015 the enplanements will total 4,440,000 or almost 9 million 
passengers.

4. What are the long-range capital improvement plan and accompanying cost estimates 
for AIA and FIA? Match funding sources to the project in the long range capital 
improvement plan and compare to debt capacity.

This is a complicated question. Numerous reports have been generated which 
cover parts of this question. We’ll try to summarize but what you may want to ask for is 
what we normally call a “Source and Application of Funds” statement(s).

AIA CIP Estimated Funding/Costs
FY99 $25,150 million
FY00 $23,150
FY01 $22,100
FY02 $16,400
FY03 $35,050
FY04 $20,400
total $142,250 million

FIA CIP
FY 99 $6,359 million
FY00 $8,050
FY0I $7,368
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IARF total CIP $175,384 million

Part of the answer for <he source of funds is that IARF revenue normally prov:des some 
of the funding and FAA AIP provides some funding. When you look back to previous 
CtP projects that have been approved and not yet built it is hard to understand how future 
projects will really be paid for. The “reserve account" is for previously approved 
projects that may or may not have received planned-for AIP funding. If the federal 
funding portion were revised, cancelled or funded by IARF revenue this would impact 
future projects, debt capacity, etc.

5. How does the fund for the proposal presented in HB 382 differ from funding methods 
used for past terminal projects at AIA and FLA?

In past terminal projects a combination of bond funds and revenues or cash has 
been used to pay for the projects.

6. What are the historic balances of the IARF? Show which major capital projects were 
funded in which years?

The published Financial reports for the IARF for each year has a schedule in the 
very last pages which I find most useful and comparative for ALA and FIA, but they do 
not show relationship to projects.
Historic Balance -Net Income (Loss)

AIA FIA Total IARF
FY97 $8,615,979 ($7,723,270) $ 892,709
FY96 $6,584,122 ($7,053,665) ($ 469,543)
FY95 $4,341,090 ($6,689,017) ($2,347,927)
FY 94 $1,261,104 ($7,292,081) ($6,030,977)
FY93 $3,416,468 ($7,242,494) ($3,826,026)
FY92 $8,004,223 ($7,892,669) $ 111,554
FY91 $16,604,397 ($8,258,443) $8,345,954
FY90 $21,562,965 ($7,837,424) $13,725,541
FY89 $26,282,113 ($6,802,607) $19,479,506
FY88 $24,943,829 ($7,121,223) $17,822,606

What this information should clearly demonstrate is that from a strictly financial point of 
view, FIA should carefully consider any project which might increase it’s operating costs 
and further impact its net income and ability to repay debts. Certainly without the 
support of income from AIA, the rates and fees at FIA would be considerably higher.

$5,937
$3,220

— - S2;2UQEE.— ----
S33.I34 million
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What the impacts are when the total lund is at a loss should be explained by the IARF
Controller,"^—-, .» •

The AIA prov-ided alist ol major projects and.year of funding in their-3/4/98 response, 
attachment #6.

7 How long is the proposed project’s life and how long is the amortization period?

The AIA has responded, “Industry standard building design life - 30 years 
and Bond amortization period - 25 years”

8. Under the current proposal, how long will it be before AIA will need to be expanded 
again?

There is a strong possibiii'v. that if estimates and projection within the AIA reports are 
experienced, that within 5 yea,-, and again in 10 years after this project is complete there 
will be another expansion project needed for passenger growth and gate needs. Those 
alternatives can be seen in the new "finger" alternatives that would extend out from the 
new Concourse C.

The proposed project’s design life and useful life for demand purposes may be different. 
As has already been shown the demand may require more building by 2010 or within 5 
years after this project. In all fairness, however, the planners have alternatives (at more 
costs) which can be expanded to meet growth demands. That information may not have 
been presented or clearly explained. Certainly the AIA can explain in detail why this 
project is being design for 2005 instead of 2010 or 2015.

9. In light of AIA traffic growth projections, has the building of a new terminal been 
seriously evaluated?

YES.
In the “Sketch Planning Process" Technical Report dated 1/2/98 by McCool 

Carlson Green Team, you can find numerous alternatives, their evaluation process, and a 
recommended 2005 conceptual design. In discussion with Mr. Donn Ketner, he indicated 
that as many as 15 different alternatives have been considered. When you review the 
document mentioned above you see an evolutionary process unfolding. Sophisticated 
models of evaluating which alternative would be presented were utilized, as well as 
decisions about what items would be of more importance. The AIA team should answer 
any specific questions about design alternatives.

10. Is a 25 - year debt being incurred for a remedy that will only be adequate one or two 
years after completion?

Very possible, and certainly within 5 years as their own information and forecasts
state.



11 How will the AIA landing fees compare nationally after the proposed $165 million in 
jdebfis incurred? a_

. One critical point that_you.may.haye.ti&ird m.testimony before-thecommittcc is
that at AIA and FIA. you need to combine landing fees and fuel flowage fees in order to 
make a comparison to many airports who only have landing fees. You need to have an 
apples to apples comparison. What you have been given is an apples to oranges 
comparison. How the landing fee number is generated by the industry can reflect entirely 
different cost information.
What is needed and v'hat could be supplied if we had more time is a simpler way to 
making a comparison at different airports. For instance, it should be possible to use a 
standard aircraft size and configuration to determine what it would cost for that particular 
aircraft to land at different airports. In that manner you would get an apple to apple 
comparison. How the fee was developed and what different cost information was used to 
determine the fee wouldn’t matter as much because the end result would show what it 
would cost that particular aircraft.

12. How will higher tariffs affect AIA and FIA ability to finance future expansion and 
attract new carriers?

Certainly the ability to finance future expansion projects through revenue bonds 
will be affected. As the AIA has explained if there is a demand then presumably there 
will be a resultant way to pay for that demand by those who needs the services or 
facilities. Attracting new cargo carriers could be a problem IF this project precludes 
further air cargo projects due to limited funding or revenue. However, if rates and fees 
are still competitive then improvements should be possible.

13. How much money is in the IARF at this point?

The AIA has responded that there is approximately $78 million in the IARF as of 
6/30/97.

The Financial statements show that it is probably an asset consisting of 
investments at $77,327,177.

14. How much money in the IARF is being held as collateral for debts?

The AIA responded that “Approx. $36 million was in reserves required by the 
ALAS bond resolutions and operating agreement;”

15. How does the passenger facility charge system work?

I believe that the FAA testified in answer to this question.

16. How will reduction in the requested bond authorization from $304 million to $280 
million affect the project?



The AIA indicated that they may need to request additional bonding authority if 
they fail to secure federal funding, —  ' —

— In trying to analyze how further reductions in funding might affect the project.waff 
difficult. The only pieces we..identified that might be worth further review  ̂WGre-^he-maiR- 
terminal ticketing and baggage claim construction and remodeling. There seems to be. 
another way to accomplish this in the new Concourse C.' The part that we couldn't ignore 
was the need for certain code remodeling needs. How that all gets broken down into its 
respective costs would have required more review on our part. Perhaps the AIA could 
supply this information.



Additional Information:

During the process of obtaining information for the specific questions asked by the 
Legislature, there were certain categories of information which either appeared to answer 
questions the Legislature was interested in or pointed to questions that might still need to 
be answered.

This additional information may be useful in your deliberation process. We believe that 
the DOT/PF and AIA may want to comment on certain of these items.

In line with Commissioner Perkins request to keep Dave Eberle informed of our needs 
and information, we have met with Mr. Ebeile on three occasions and have generally 
informed him of our progress and results. This report, however, has not been distributed 
to anyone other than to Mr. Marco Pignalberi in draft. This information was fully 
discussed with Mr. Pignalberi on two occasions.

Throughout our review process we have found AIA to be very cooperative.

Design Comments:

When we first started out with the information that was initially supplied to us, we 
believed that there might be certain design questions that had not been adequately 
considered. Because we questioned Mr. Donn Ketner in this area at some length, we now 
can state that we believe the AIA has adequately reviewed most possible alternatives that 
can be imagined within reasonable limits. There has been considerable work devoted to 
examining alternatives from various sources including the airlines. Almost any idea for 
reasonable development has received detailed examination. Mr. Ketner was able to 
discuss any question in a very knowledgeable manner and supply supporting detail.

We were very impressed with the work that has gone into the design effort and the 
resultant alternatives that have been documented.

Because of that extensive effort, we believe the Legislature could ask for and receive 
detailed information about any alternative that you might be interested in examining.

What we also determined is that it is very possible to reconstruct Concourse C without 
the remodeling portions. There are alternatives which allow for predicted future growth. 
The AIA can provide the estimates for the additional costs. Such a design has not been 
totally presented to the Legislature in this bond package. We question why the project 
has not been designed for 2015? We believe the AIA may have answers which should be 
provided which might explain more fully why the 2015 design was not chosen.



Most of the costs of this bond package are not for reconstruction of Concourse C and the 
predictable growth' 't to remodeling.of the existing main terminal areas. As such'thco?- 
is a considerable risK associated with the remodel ofHfa&mttm tenninal -becauseof its'see 
Therefore. there is also a consideiable-likeUhood that-additionahand unexpected costrf---- 
may occur. The main point here is that this portion of the project is high risk and -— 
potentially more costly.

In examining the design process r few questions do come up that may need to be 
explained.

1. How can this or any design and associated major construction project be considered 
without reasonably asking what the needs of and impact will be to the air cargo 
operations, the major revenue producer?

We know that at least some effort has gone into the needs and resultant projects that air 
cargo will have because of the recently prepared LOI that has issued to FAA. Therefore, 
AIA should be able to report what air cargo development is needed .

2. What assurance does the Legislature have that the concept design presented will be 
the design that is built and, therefore, shouldn’t a final design be presented before 
funding of this amount is requested?

Although a concept design has been presented to the Legislature, it is our understanding 
that such a design is not binding in any way other than as a total price tag. We have 
heard explained that this process is the way it is done at other airports around the country. 
Our understanding is that this dergn could and may be changed several time* in 
significant detail before the project is built.

We understand that the normal DOT/PF design and construction process is to have a 
complete design before full funding is generally requested. Design work is a separate 
funding item usually accomplished before the legislature appropriates money for the 
construction project. There may be exceptions such as design/ build projects.

So the issue seems to be whether to allow the AIA to issue bonds before a design and 
costs are finalized and to maintain some oversight on the process or to wait for various 
reasons.

3. Should Concourse A be a regional only terminal providing a separation from jet only 
operations and giving the ability to meet the future needs of the regional carriers in a 
cost effective manner? Has this option been given due consideration and what are the 
specific issues?

When we reviewed the design alternatives, it became apparent that some consideration 
had been given to moving all regional operations to Concourse A. One of the reasons 
given for not pursuing this design was that the FAA saw some problems. When we 
reviewed the FAA letter, we remained unclear as to any serious objections. Furthermore,
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there was no letter Irom the FAA that we were given which discussed.the possible.safety 
considerations to having both jet and non-jet aircraft operating in the new ConcourseC"“ 
areas together. Perhaps lliereshouKi be a letter requested; from FAA that drsonsspr^ 
any potential safety problems associated with the current; design where jet and non- 
jet operations are both located at Concourse C.

The only argument that we heard which seemed to raise a good question was that if the 
regional carriers were all in Concourse A. then their passenger would have a long walk to 
get to Concourse C if they had a connecting flight in that area. However, the reverse 
argument will also be true. So someone is going to have to walk.

The Hirsh report (AIA Terminal Expansion Study, Domestic Terminal Facilities 
Requirements, dated 12/22/97), page 10 states that “it is estimated that less than 5%  of 
the peak hour passengers are connecting directly from one flight to another.”

Further explanation of this option may need to be provided by AIA and the airlines.

4. Peak Hour Passenger Design:

To illustrate how numbers and statistics may be viewed differently, the following 
statement is true and uses numbers from AIA reports, but is presented here in a different 
view.

The design presented in the bond package is based on peak hour passenger 
volumes as a s tanda rd  in du stry  method o f  design ing te rm ina ls , resulting in a facility 
designed to meet the needs of at most 0 .0 7%  o f  the an n u a l enp lan ing passengers at 
AIA, or at most 8.7% of the daily passenger activity during the peak month of August, 
occurring only between the late night hours of midnight and 2 AM. (Annual 
enplanements 1997 total 2,076,936, peak hour passengers enplaned 1,460 or .0007 see 
Hirsh Table FI-1 after page 10)

A person might question whether such a design and design criteria meets the needs of 
Alaskans. Perhaps the design is merely for certain tourists traveling late at night only in 
the peak month of August. A person might also ask whether the airport’s future was in 
passengers or with air cargo where 70% of the revenue is generated.

5. Baggage Check-in/Claim Needs:

A considerable portion of the bond package design deals with the need for 
additional baggage claim area. Whether that need should be accommodated through a 
remodel of the main terminal or in the new Concourse C might be questioned further.
We did note that in the Hirsh report there were recommendations as follows, page B-6.B-
9:

“Direct transfer of baggage from aircraft to cruise ships and hotels h r  land 
packages could initially be implemented at AIA without significant terminal construction 
or investment by cither airlines or the tour companies."



Additionally. "Remote chcck-in could potentially provide the highest level of 
service to the passenger with the least amount of confusion, but be more difficult to 
implement." —   - —- - •-

The reports that we read do not address how the airlines could modify their 
operations to accommodate some of the peak time problems. For instance, we 
specifically looked for but did not find discussion of the airline’s staffing at check-in 
counters and at baggage areas. Were the airline staffing levels at maximum during these 
peak hours? If that type of information is available, it might be interesting to examine 
further. If not, then further discussion with the airlines might be warranted to determine 
the extent to which operations issues might mitigate some of the problems.

What these statements seem to suggest is that there may be alternatives to 
construction which might address the peak hour passenger volumes needs. What might 
be interesting to hear is how these recommendations affected the main terminal remodel 
design. The AIA may be prepared to address these comments.

Cost Comments:

1. What assurance does the Legislature have that this bond package amount will not 
increase or be insufficient to meet whatever design is eventually constructed and how 
accurate are these numbers?

2. Who has committed to repay these bonds and where is that written commitment?
What risk does that imply and what is the AIA plan to cover such a risk?

3. W i l l  the AIA C on tro lle r  be req u ire d  to p ro v id e  w ritten assurances fo r  the bond 
package that the accoun ting in fo rm a tio n  and  cost in fo rm a tion  is accurate, 
com p lete and in accordance w ith g en e ra lly  accepted accounting princip les?

There are already indications that the costs associated with the bond package may differ 
considerably before construction begins and may require the Legislature to authorize 
additional bonding limit. Specifically, there has been no w ritten assurance from  e ith e r 
FHWA o r  FAA that monies in specific amounts will be made available or are even 
eligible on the part of the FHWA. Without federal funding the future bonding capacity 
and ability to construct either air cargo improvements at AIA or other bonded 
improvements at FIA may be severely impacted.

The high risk associated with remodeling the main terminal area may encounter changed 
conditions and more costs.

The fact that the Operating Agreements will expire in July 2000 may have a material 
effect on the bond sale unless there are written commitments from the users of the facility 
that will repay the bonds. There may be a strong resistance to signing a new operating 
agreement if there is a material impact to rates and fees . This issue should be addressed 
by AIA and the bond counsel.

H
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The following arc certain cost or accounting-issucs that may need tote^unber-examined 
or clarified:

l. In a recent submittal dated March 4. 1998 to the Legislature there were several 
attachments to answer questions that had been asked. In Attachment 8 “Status 
Report” there are several pieces of information that may need clarification.

a. At the lop of the page titled Concourse C Funding, there are three 
appropriations, AR65837, AR59898, AR 63836 totaling $14,700,000. When 
AR 63836 for S4.5 million was submitted to the Legislature there was a 
commitment to seek AIP funding in the amount of $1,690,000 (see 
Attachment 9, page 1, 1994 AIA Term Expand Design, near the bottom of the 
list). Has the AIP funding been requested or received, and if not, please 
explain?

b. Within the text of the Concourse C Funding report, noted above, there is a line 
item for Terminal Schematic Design, Schematic Design and Admin in the 
amount of $605,878. Directly above that is the line item Terminal 
Assessment totaling $2,400,000. This information was prepared by the AIA 
consultants. Was this information substantiated or verified with the AIA 
accounting section? What was their input or response as of 2/11/98? Did 
it differ from the information being presented to the Legislature? Please 
explain.

2. Leif Selkregg Associates:

The contract for Leif Selkregg Associates and the resultant increases in contract 
value might be viewed as a measure of what could be expected throughout this project if 
a person were somewhat suspicious.

The original contract for Task I, dated 9/20/96 estimated that overall services 
would “be in the range of $1,000,000”. The next contract, Task 2, dated 11/1/96 
estimates that overall services would “be in the range of $ 1,200,000”. All subsequent 
contracts for additional tasks do not contain an estimate of overall services costs.

Therefore, we reviewed the project cost reports dated 3/11/98 to determine what 
the budgeted to actual costs are running for this project and found that the Leif Selkregg 
authorized contract amount is now at $1,611,082.16.

Furthermore, we examined the period of performance for the tasks to deteimine if 
there were any controls on the amount of time that was being permitted to accomplish the 
required work. What we found was that up until Task 3 , Amendment 2 there were cut 
off times when work products were suppose to be completed. With that amendment all 
cut off times were extended out to 12/31/2001.

From a cost and control point of view there seems to be few if any dollar limits or 
lime limits and therefore, there is a strong possibility that in addition to the already 
significant increase of 60+% there could be other increases in the amount of the contract.



There may be a need to review this contract, the Slate Procurement Code, and 
the reasons for these increases in cost and changes in control. We have not discussed 
this issue with the consultant but have provided the AIA with this comment. Perhaps the 
AIA has additional information at this lime.

3 In answer to your questions about "What percentage of the budget will be for 
Contingency. Planning, Design Engineering " the AIA responded to you on 3/4/98 
with the following schedule:

Contingency 10%
Planning 02%
Design & Engin, Const Admin 10%
Project Admin 02%
Construction 76%
Total 100%

To summarize they answered that 76% went to construction and 24% went to Planning 
Design Admin or Contingency (PDAC).

We reviewed that information to see if we could determine if there might be 
additional information available. In the AIA Terminal Concept Package Report #8, 
(dated October 1, 1997 in the Cost Estimate section on pages 3 ) there is a summary 
report which breaks down the cost for a project total of $190,755,354. If you were to 
prepare a schedule of all the PDAC costs as shown in the supporting schedules what you 
would find is that there are $68,525,867 in PDAC costs or a 36% factor instead of a 24% 
factor. If you choose to explain the PDAC as a percentage of only the construction 
cost ($122,229,487) then the resultant PDAC % would be even higher at 56%.

4. We wanted to know if there was a simple formula for determining what the impact 
might be for each additional $ 1 million in CEP and what that would do to the landing 
fee.

The short answer is that using FY 2002 as a base year, not counting the bonded 
project, and after using the available IARF funds which would be approximately $13 
million, there would be a $0.0333 increase in landing fees for each $1 million in CEP.

5. We have seen different interpretations on the airline vote for this project presented in 
different reports. What is implied is that there is a majority of support for this bond 
package and design. Perhaps with all the changes in design and different cost 
presentations, there should be another vote by the airlines to conflrm their 
continued support. Such a confirmation might be most useful in the bond package if 
there is no progress toward new operating agreements until year 2000.

6. Interest Rates:



The AIA has used (he approach that if we wait until next year the interest rates 
could he higher. In recent discussions there has also been the statement that if we move 
ahead this year \vc will be in a position to take advantage of any lower interest rates next 
year. The later statement seems to h?.ve merit.

We examined this question and have determined the following:

The short answer is that interest rates are likely to drop even further.

The long answer is:

Mr. Paul McCulley, Chief Economist for UBS Securities recently stated that the 
Federal Reserve and its Chaitman, Alan Greenspan have won the war against inflation 
and high interest rates. In his semi-annual Humphrey-Hawkins testimony, Dr. 
Greenspan indicated the economy was in great shape. The economy is “delicately 
balance between inflation and recession”.

During the next twelve to eighteen months the Federal Reserve will react favorably 
toward the US financial markets by shaving 100 to 125 basis points from the 
benchmark rate of 5.50 percent. In our opinion the interest rate cut will formally 
start this summer (1998).

Dr. Greenspan will chop away at interest rates in a very cautious manner. The last 
interest rate cuts came in three steps starting in July 1995 and ending in January 1996.
This monetary move caused shor'.-term interest rates to decline from 6.00 percent to 5.25 
percent. The lower interest rates will provide a monetary hedge for the US economy 
against the Asian economic problems that will hurt the JS  economy and corporate 
earnings in the second half of 1998. The Feder?1 Tjserve and its short-term forecasts on 
the health of US economy have not been very accurate, as noted by Dr. John 
Shaughnessy, Chief Investment Strategist for Advest, Inc. The Federal Reserve 
economic growth forecasts has been by far too conservative. For example the Central 
Bank had forecasted a 1997 growth rate of 2.25 percent in Gross Domestic Product 
compared to the actual growth of 3.9 percent.

In a recent speech at Carnegie Mellon University, Lawrence H. Meyer, Federal Reserve 
Board Governor, noted that we have a good news economy that has a “remarkable 
combination of healthy growth, low unemployment, low inflation, a soaring slock market 
and a declining federal deficit”. He said he could summarize the recent economic 
performance into a single sentence. “We have been recently blessed w ith relatively 
strong cyclical growth, the lowest unemployment rate in 24 years, the lowest inflation in 
31 years, an impressive investment boom, soaring equity prices and a 5-vear decline in 
the federal deficit”.

RECOMMENDATIONS:



I. Should the Legislature decide to move forward with a bond package authorization in 
any manner which allows the AIA to continue with this project, w-e strongly 
recommend that there be some mechanism which allows you to maintain a 
continuous oversight of Ihe project by having a assigned person to be a part of the 
project team (with no decision making responsibility) to merely provide oversight 
and reporting to the Legislature. That person may not need to be full time but should 
plan on being involved in status meetings every week. That person could easily be 
funded out of the project. That person should be experienced with and 
knowledgeable about the AIA and its processes. This effort could be considered part 
of the Quality Control process.

2. The Legislature may want to consider a bond authorization by approving a private 
placement or partial private placement of the bonds with the Alaska Permanent 
Fund. This potential option could offer some significant interest cost, financing cost 
and opportunity cost savings. At the same time, it should be noted that the current 
bond resolutions prohibit private placements or privately negotiated sales. Those 
resolutions would have to be amended.

3. Several of the comments we made in the Cost Comments portion of this report are 
intended to point out the need to have accurate and complete information. We are 
concerned about the process. We recommend that all financial information be 
reviewed by the IARF Controller before it is released. That is not being done at 
this time at either Anchorage or Fairbanks. The problem is that without this review, 
there is a strong possibility for error which has been demonstrated in some of these 
comments. If we had more time to do an in-depth review we could provide more 
examples. The need is to insure that the process is providing accurate and complete 
information. Certainly when the bond package is reviewed in the due diligence 
process this financial information and the process used to present the information will 
come into question and be of critical significance.
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Honorable Jerry Ward
Chairman, Senate Transportation Committee 
Alaska State Legislature

Re: Senate Bill 352
Anchorage Terminal Expansion

Reeve Aleutian Airways supports the proposed expansion of Anchorage International 
Airport. I urge your favorable consideration and recommendation on passage.

I have raised concerns about cost and scope of the project and am satisfied that the 
project can be financed with airport revenue bonds and federal funds. No state general 
funds are needed since the revenue bonds would be redeemed through fees paid by . 
airport users.

Now is the time to proceed, given the favorable financing environment.

Thank You.

Sincerely,

4700 W. INTERNATIONAL AIRPORT RD. •  ANCHORAGE. ALASKA 99502-1091 •  (907) 243-1112
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Gateway Alaska
I m p r o v i n g  A l a s k a ’s  G a t e w a y  t o  t h e  W o r l d

Anchorage International Airport (AIA) has become a vital business center and 
Alaska’s link to the world. Future economic development in Anchorage and 
throughout the state will depend upon the airport's aoility to meet this growth iri 
traffic and to provide an acceptable level of service for airport users.

More than 4.4 million passengers arrived, departed, or transited the domestic 
terminal in 1997; another 600,000 passengers used the international terminal. 
For out of state visitors, the airport is often their first impression of Alaska and 
should represent the state in an appropriate manner. AIA is now serving nearly 
twice the number of passengers that passed through 10 years ago. In addition, 
over a 4.5 percent annual increase in domestic travelers is forecast through 
2005.

According to David Hinson, former FAA Administrator, “Growth in airline 
passenger traffic is projected to outpace both population growth and the 
economy by expanding as much as 5.6 percent annually over the next 20 
years.”

Alaska's economy is driven, in a large part, by the engines of our aviation 
industry. A 1995 University of Alaska Institute of Social & Economic Research 
study identified 7,000 jobs directly related to the airport and another 4,000 
airport-associated jobs in the Anchorage area. These figures are expected to 
increase another five percent during the coming years.

Cargo traffic at Anchorage has grown by double digits over the past three years 
and is expected to continue growing by at least 6 percent annually. The 
Gateway Alaska program, which is designed to meet these needs, is comprised 
of two major development components: domestic terminal redevelopment 
project and a series of highway improvement projects that will address the 
airport needs. Cargo operations at the AIA is being addressed in a separate 
Cargo Master Plan under development and is not currently a part of the 
Gateway Alaska program.

Addressing the Needs
Domestic Terminal Redevelopment: Anchorage International Airport domestic 
terminal currently offers an unac-ceptable level of service to the traveling public, 
especially during peak summer months.

The airport’s main terminal has only 75 percent cv the space nece •sary to serve 
today’s passengers. By the year 2000, the existing terminal will provide only 60 
percent of the space needed. Certain public areas of the terminal, such as the 
ticket lobby and bag claim lobby, currently have less than half of the space 
needed to operate efficiently.



baggage claim, curbside and baggage pick up areas. 
f  • It provides a flexible terminal that can accommodate changes in fleet 

mix and other factors that could change in the future.
• It is a cost effective approach, maximizing the use of existing facilities.
• It provides for construction while continuing the operations of the 

Airport.
• It provides flexibility for future terminal expansion to meet continued 

increased demand.

Program History
Announced by Governor Knowles in Novembor 1997, the 10-year, "Gateway 
Alaska" plan calls for improvements and expansion of airport facilities to 
support airport operations and access into the airport area.

Governor Knowles told the Anchorage Chamber of Commerce that the airport is 
"entering a new era of prosperity". At the same time, this prosperity is being 
threatened by an out-dated facility that cannot even meet today’s demand.

In September of 1996, AIA initiated a planning process to develop the AIA 
Passenger Terminal Master Plan concept for the planning horizon year 2015, 
supported by a carefully developed needs assessment and phased 
implementation program.

Based on a series of workshops, meetings and direct airline input, a preferred 
Terminal Master Plan concept has been identified for the year 2005 which 
maintains maximum flexibility for terminal development beyond 2005 to the year
2015.

Airport consultants conducted a six-month Terminal Needs Assessment to 
forecast passenger loads and identify existing terminal deficiencies. Based 
upon these findings, the airport worked extensively with the airlines over the 
past twelve months to identify the general requirements of terminal 
redevelopment at Anchorage. The tei.minal project was approved by the 
airlines serving both Anchorage and Fairbanks airports in accord with terms of 
the airline/airport operating agreement, including support from the airlines who 
carry over 84% of the passenger traffic and produce almost 90% of the 
passenger revenue.

As a parallel effort to the terminal study, the Department of Transportation and 
Public Facilities took a look at International Airport Road to see what 
improvements may be needed to accommodate the current ar. z projected traffic 
demands.

Program Financing
The entire Gateway Alaska p- ’am will cost approximately $350 million over 
10 years.

Terminal and airside improvements: $165 million (1997 dollars)
3



I  baggage claim, curbside and baggage pick up areas,
r  • It provides a flexible terminal that can accommodate changes in fleet 

mix and other factors that could change in the future.
• It is a cost effective approach, maximizing the use of existing facilities.
• It provides for construction while continuing the operations of the 

Airport.
• It provides flexibility for future terminal expansion to meet continued 

increased demand.

Program History
Announced by Governor Knowles in November 1997, the 10-year, "Gateway 
Alaska' plan calls for improvements and expansion of airport facilities to 
support airport operations and access into the airport area.

Governor Knowles told the Anchorage Chamber of Commerce that the airport is 
"entering a new era of prosperity". At the same time, this prosperity is being 
threatened by an out-dated facility that cannot even meet today's demand.

In September of 1996, AIA initiated a planning process to develop the AIA 
Passenger Terminal Master Plan concept for the planning horizon year 2015, 
supported by a carefully developed needs assessment and phased 
implementation program.

Based on a series of workshops, meetings and direct airline input, a preferred 
Terminal Master Plan concept has been identified for the year 2005 which 
maintains maximum flexibility for terminal development beyond 2005 to the year
2015.

Airport consultants conducted a six-month Terminal Needs Assessment to 
forecast passenger loads and identify existing terminal deficiencies. Based 
upon these findings, the airport worked extensively with the airlines over the 
past twelve months to identify the general requirements of terminal 
redevelopment at Anchorage. The terminal project was approved by the 
airlines serving both Anchorage and Fairbanks airports in accord with terms of 
the airline/airport operating agreement, including support from the airlines who 
carry over 84% of the passenger traffic and produce almost 90% of the 
passenger revenue.

As a parallel effort to the terminal study, the Department of Transportation and 
Public Facilities took a look at International Airport Road to see what 
improvements may be needed to accommodate the current and projected traffic 
demands.

Program Financing
The entire Gateway Alaska program will cost approximately $350 million over 
10 years.

Terminal and airside improvements: $165 million (1997 dollars)
3



? *^ C o n c o u rs e  C, built in the 1950’s, is both functionally obsolete and code
deficient. The roof has been repaired numerous times and still leaks. The 
heating system is literally held together with duct tape. The only sensible and 
cost-effective solution to updating this area is to demolish and replace this part 
of the terminal.

The AIA redevelopment project is critical if the airport is to provide capacity for 
the needs of today and growth in the near term. It is unreasonable to continue 
such poor levels of service, especially when considering the potential for 
adverse affects on tourism and business development in Alaska.

Terminal curbside roads need to be 50% longer to relieve congestion. A 
continuous return loop road is needed for improved safety and convenience. 
The intersection of Postmark Drive and International Airport Road must be 
reconfigured to accommodate current traffic and to improve overall safety.

Highway Improvements: Improvements to the primary access route to the 
airport are needed to meet current and projected traffic demands. An 
interchange at International Airport Road and Minnesota Drive along with 
widening of 'C' Street to six lanes will reduce accidents and improve traffic flow 
a! id circulation associated with projected increases. Additional intersection 
improvements along International Airport Road may also be needed as traffic 
increases continue.

Program Description
The Gateway Alaska program will renovate and expand the AIA Domestic 
Terminal, including airside and landside improvements. It will also improve 
highway access to the airport through a series of programmed and planned 
improvements along International Airport Road.

The terminal project includes improvements to terminal roads and parking, 
extension of upper level departure curbside bridge and roads, replacement of 
Concourse C, renovation and expansion of existing terminal space, tour group 
processing, and improvements to airside facilities. The plan provides facilities 
which meet anticipated demands for the target year 2005. The proposal calls for 
construction to begin by 1999 and end by 2004.

It will provide five new jet aircraft gates, seven regional aircraft parking 
positions, demolish Concourse C and construct a new concourse that will 
provide more curbside access, baggage claim, ticket lebby, and retail space.

This plan meets specT:c goals and objectives of AIA and the airlines:

• It provides the roadway and terminal facilities necessary to meet the 
forecast demand.

• It creates a facility with balanced capacities for airside, terminal and 
curbside areas.

• It resolves major deficiencies that exist in current ticket lobbies,
2



provided through airport revenue bonds.

Terminal curbside and access roads: $26 million 
using federal highway funds.

Additional road improvements along International 
Airport Road from Postmark Drive to the Seward 
Highway: $159 million using federal highway funds.

Gateway Alaska Program Summary 

Termmal Redevelopment Project 
Baggage Claim
Problem: Currently, the AIA domestic terminal has only 43 percent of the space 
needed *o handle baggage. Passengers typically wait an unreasonable amount 
of time for their luggage. The baggage claim area, once a test of patience only 
during the summer months, is now in this condition on a daily basis.

Proposed Solution: Renovate and expand the existing baggage claim area. 
Replace the existing Concourse C with 300 linear feet of new baggage claim 
area with enough space and adequate equipment to handle luggage efficiently.

Ticket Lobby
Problem: The existing lobby has only 40 percent of the space needed to 
adequately handle passenger ticketing. The result is long lines, a crowded 
lobby and frustrated passengers.

Proposed Solution: Renovate and expand the existing ticket lobby. Replace the 
existing Concourse C with 300 linear feet of new ticket lobby space, large 
enough to accommodate projected passenger traffic through 2005.

Vehicle Curbside
Problem: Passenger drop off and pick up at the curbside is extremely difficult. 
Curbside space is insufficient for the number of people trying to get to and from 
the airport.

Proposed Solution:
• Improve the road system to serve the new C Concourse and provide S2 fe 

and easy access to all airport facilities.
• Extend the existing elevated curbside road to the north, and make 

corresponding shifts in the roadway accesses to the upper and lower ramps, 
rental cars, and short-term and long-term parking,

• Develop a new retum-to-terminal and parking circulation loop to simplify 
traffic flow and provide safe circulation in and around the airport terminals 
and parking areas.
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Concourse
r^^frrgblem : C Concourse is code deficient and functionally obsolete. The 45 year 

old facility is costly to repair and maintain.

Proposed Solution: The only efficient, cost-effective remedy is to completely 
replace the C Concourse and expand the flightline to the north, which will 
increase airside capacity by 5 jet gates and 7 regional gates, several of which 
can be used by either jets or smaller aircraft.

Retail Area
Problem: Retail concession space is limited and located in areas of the 
terminal that are not ideal for maximizing customer shopping. Long lines at 
food stands add to the terminal's congestion and passenger frustrations, 
resulting in lost airport revenues from these retail operations.

Solution: Expand the amount of space available for concessions by creating 
retail areas in the new concourse and expand space in the renovated core area.

Highway Improvement Projects
Problem: Increased airport traffic requires improved access to AIA.

Solution: Improve the primary road network leading to the airport to make 
access safer and more efficient, and accommodate increased traffic and 
minimize impacts to surrounding neighborhoods. Programmed projects, include:

• Build interchange where International Airport Road crosses Minnesota 
Drive, (construction start 1998)

• Widen C Street from Tudor Road to International Airport Road. 
(construction start 1998)

• Improve International Airport Roao, including bike and pedestrian 
trails, (est. construction start 1999)

• Intersection improvements and partial realignment of Postmark Road 
where it intersects International Airport Road. (est. construction 1999)

Additional contemplated improvements which will be reviewed and programmed 
as needed, include:

• A new grade separation at International Airport Road and the New 
Seward Highway.

• Interchange on International Airport Road at Jewel Lake Road and at- 
grade railroad crossings to improve safety.

• Improve Old International Airport Road, where many cargo operations 
are locatad.

• Build bike and pedestrian trails along Lakeshore Drive, which winds 
around Lake Hood.

• Repair an eroding section of the Tony Knowles Coastal Trail near the 
north end of the airport.
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