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Representative Mike Bra”™ner -4- Fe'oruary 10, 1975

/
than they presently are accorded. / We respectfully suggest that unless this

type of administrative arrangement we propose is established, a great deal
of pressure may be brought upon the Legislature to establish the community
colleges and extension centers as a separate and distinct institutional
arrangement apart from the statewide university. We do not believe that

to be sound educational administration because it vould ensure that two
separate educational systems would be competing before the Legislature for
appropriations and other sources of support. We think that would weaken
.the quality of higher education in the State of Alaska. At the same time,
ws also believe that a separate vice-president for community colleges in the
statewide university system would ensure the maintenance of the identity

of the community college program within the University of Alaska without

the creation of any additional unnecessary layers of administration. We
believe that the community college program has been highly successful in
Alaska because it has met the needs of the communities each college serves.
Many of the community colleges have developed unique programs of their own,
and it is interesting to note that the newest community college, Tanana
Valley, located in Fairbanks, opened in the fall of 1974 with more than
1,000 students enrolled. It became instantly the second largest community
college in the state without diminishing in any way the enrollment at the
Fairbanks campus of the University, which at the same time was increasing

by 2 percent. We suggest that this clearly demonstrates that the University
of Alaska was not really meeting the post-secondary educational needs of

the Fairbanks community and that the new Tanana Valley Community College

was reaching out to do so. We think this type cf£ innovative strength should
bn recognized in the highest councils of the University.

Fourthly, the bill establishes the community coliege advisory councils as
statutory bodies and clarifies the tenure in office of their members as

well as the duties and responsibilities of the council for each community
college. Originally conceived as public relations "fronts" for the university
to sell bond issues, these advisory bodies now should have input into the
statewide university system, including the Board of Regents. The statutory
provision will ensure that because the Regents have not devised regulations
governing the advisory councils, membership on these councils will be meaningful
and the contribution of time and effort made by members of these bodies
throughout the state will have some significant impact on the development

of educational policy for the statewide university system.

Finally, it is important to note that the bill makes no change whatsoever in
the status of any existing community college or extension center, in other
words, it is not possible under this legislation to downgrade a presently
existing community college to an extension center.

We believe that it is important that a revision of the Community College Act
be enacted at the 1975 Session of the Alaska State Legislature. This bill,
in one form or another, has been under consideration since 1972. We learned
during the course of our bearings, particularly in Fairbanks this last fall,
that had this bill been enacted by the Legislature in 1974, it would have
been most helpful in the establishment and organization of the Tanana Valley
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Community College because it would have eliminated the need for extensive dupli—
cate type of record keeping that this presently outmoded law requires and would
have materially assisted in the negotiations between the University of Alaska

and the North Star Borough School District. Ue urge the Legislature®s favorable
consideration of ~his measure at an early date.

Finally, the Committee offers for the consideration of the Legislature another
measure that was before the Eighth Alaska Legislature, Second Session, in
substantially the same form in which it is presented to you today, namely House
Bill 836, an act relating to the regulation of post-secondary educational
institutions. The bill in its present form, as in 1974, is the result of

a report of the Task Force on Model State Legislation for Approval of
Post-Secondary Educational Institutions and Authorization to Grant Degrees,
undertaken by the Education Commission of the States and recommended to

the several state legislatures in June, 1973.

This :Ls a consumer protection measure which significantly broadens the existing
Alaska law, popularly know, as the "anti-diploma mill"™ bill. Expert testimony
by a staff attorney for the Federal Trade Commission as well as by an attorney
for the Consumer Protection Division of the Attorney General®s Office during
the course of extensive hearings on this measure this last fall persuades

this Committee that it is absolutely urgent that Alaska significantly expand
the coverage of the existing regulate*y statute. Formerly the responsibility
of the Department of Education, the Alaska Coimnlssion on Post-Becc idary Educa—
tion is now charged with issuing licenses and permits tooperate as a post—
secondary educational institution, because the Legislature reasoned that

along with the planning function imposed upon the Commission should go the
responsibility for regulating the entry into the post-secondary educational
field in this state. Under present law, certain post-secondary educational
institutions are required to be registered and licensed by the Department

of Education or the Post-Secondary Education Commission if they are diploma-
granting institutions. Also, it is required that if an institution uses

the term "college™ or "university" in its name, it also must be authorized

to do so. The purpose of this type of legislation is to eliminate consumer
abuse, primarily in the area of the private vocational school industry,

that is intended to provide students with training that results in jobs.
Alaska has had its share of problems with private vocational schools, as
testimony last fall noted. The Federal Trade Commission advised us that it
\izs investigating, for example, a Washington-based school operating in Alaska
which had been accused by one of our residents of falsely advertising job
opportunities, placement assistance, credit terms and membership in a phony
professional organization. Responsible state and federal agencies believe
that one of the side effects of oil development in this state vail he to
attract the "con man"™ and the "bunco artist" that prey upon the desire of
people to advance in their occupation or profession by taking vocational

type courses. As the attorney for the Federal Trade Commission ohserved,

this is the time to adopt strong state legislation to keep out-of-state
operations from seeking to exploit Alaska"s new wealth and student market
before the community college system is fully developed.
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In testimony before the Legislative Interim Committee on Higher Education,

the Federal Trade Commission®"s staff attorney, Mrs. Sharon Armstrong, stressed
the necessity for legislation at the state level and listed at least three
reasons why State law in this area is so important. First, testimony indicated
that present accreditation does not prevent consumer abuses in the industry.

It was pointed out that some schools are accredited by dummy organizations

and even if a school is accredited by a legitimate agency recognized by

the U. S. Office of Education, the agencies themselves are supported by

dues paid by member schools. Therefore, their investigations are often
self-serving and subject to bias. The criteria for accreditation frequently

is minimal and investigations are conducted only infrequently. In fact,

of the four major vocational school cases before the Federal Trade Commission
now, three involve schools that are accredited. And even though accreditation
has had little impact on quality control, the Department of Health, Education

& Welfare approves almost automatically any accredited school for participation
in the federally insured student loan program. In 1972 alone, it was pointed
out, HEW provided $214 million to private vocational school students. While
this amount accounted for only 30 to 35 percent of all FISL loans, it represents
60 to 75 percent of all the defaults. Students, it was observed, are less
willing to pay back loans when they feel they have been gypped.

The second reason the Federal Trade Commission attorney urged adopting strong
state legislation in this area is that the Veterans Administration is required
by statute to delegate most of its supervisory duties over private vocational
schools to state approval agencies. The state agencies, in turn, can either
rely on accreditation as a standard for approval or they can set their own
standards. Once the state agency approves a course, the VA is required by

law to pay out veterans benefit funds. In 1972 it was pointed out that the

VA paid out $381 million in benefits but over a five year period the government
accounting office reported that 75 percent of the veterans enrolled in
correspondence schools dropped out. Clearly, it was observed, there is

a great need for comprehensive legislation to enable state agencies to save
taxpayer dollars.

The third reason for adopting a strong state law is that the Federal Trade
Commission, its staff attorney pointed out, does not have the jurisdiction

or resources to reach more than a few of the problems in the-vocational

school Industry. At the present time, the Commission is formulating a trade
rule which would require factual documentation of earnings or employment
claims, require disclosure of drop-out rates, require a 10 day cooling off
reaffirmation period before contractu become effective, and provide for
pro-rata refunds to students who do not complete courses. While helpful,

this rule only touches the tip of the iceberg of abuses. It cannot prevent
them. It does not in any v/ay regulate quality and it may not be adopted

for many months. Since 1970, it was pointed out, the Federal Trade Commission
has issued 25 complaints against vocational schools and many cases are under
investigation. However, the Commission®s law enforcement authority comes

into play only after Section 5 of Lhe Federal Trade Commission Act has been
violated. With over 10,000 schools in operation the Commission may not

detect violations until hundreds of students have been cheated. Many violations
are never detected. Enforcement may require long and complicated litigation.



Representative Mike Bradaer -7- February'l0, 1975

The Commission has no authority to deny or suspend eligibility to participate
in government programs such as FISL, veterans benefits or those sponsored

by the Bureau of Indian Affairs. It has no jurisdiction over schools whose
operations are wholly intrastate in character. In short, the Federal Trade
Commission attorney pointed out, state agencies are in the best position

to prevent unfair and deceptive acts or practices before they occur because
state agencies can keep shady operators out of the State. With this in

mind, the Federal Trade Commission is encouraging all 50 states to adopt

the education commissions of the state"s model post-secondary education
authorization act. The FTC attorney observed that House Bill 836 of the

1974 session, Alaska®s version of the model act, would provide a comprehensive
scheme for quality control of vocational schools. It goes far beyond the
FTC"s trade rule, she said, and moreover would serve as an alternative to
federal involvement in an industry considered by many to be a State concern.

Specifically, the legislation we offer today would:

First, establish minimum criteria for determining whether an institution

may operate within the State, the most important criteria being the school"s
ability to enable students to achieve the school®s stated objectives and

to ensure that the school has the means of doing so.

Secondly, it would require truth in advertising as well as affirmative
disclosures of relevent information in order to adequately inform prospective
students prior to their enrollment.

Thirdly, it would clearly define procedures and conditions under which any
school or sales employee may he authorized to operate in the State. It
would require bonding of both, schools and their agents and allow for denial
or revocation of authorization lo operate in the State.

Fourthly, it would provide procedures by which a student may lodge a formal,
complaint against a school and, if justified in the judgment of the Alaska
Commission on Post-Secondary Kducation, obtain an award of damages.

Fifthly, it would prevent use of the "holder in due course" doctrine under
which an institution uses a third party to collect payments from a student
for services that are not provided.

Finally, it is important to note that this bill would establish a requirement
that schools going out of business would be required to deposit their academic
records with the Alaska Commission on Post-Secondary Kclucation. It would now
appear from the announcements that have been made by Alaska Methodist University
and the negotiations which arc: o:i-going between AMU and the University of Alaska
that the former institution will close its doors with the cud of the Spring, 1975
semester. Your Interim Committee on Higher Kducation believes it is imperative
that this particular requirement be enacted so that alumni of Alaska Methodist
University will be able to secure transcripts of their records here in the

State of Alaska, rather than to have to appeal to a distant body, namely the
National Board of Missions of the Methodist Church to obtain a transcript of
their records at this school. Thus, this measure is extremely timely. It carries
an immediate effective date clause and we strongly urge our colleagues to give
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this measure early favorable consideration at the first session of the Ninth
Alaska Legislature. We believe this bill will provide an excellent device fc*.
regulating private voc .tional school industry operations primarily in Alaska

as well as overseeing the operations of other private post-secondary educational
institutions to ensure the maintenance of high cjality post-secondary educational
opportunities.
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13 February

Senator Genie Chance
State Capitol

Pouch V

Juneau, Alaska 99311

Dear Senator Chance:

At your suggestion, I am writing this letter to in-—
dicate how we can serve most effectively as consultants
on higher education to the Legislature during the period
from February 1, 1975, through January 31, 1976.

In light of the fact that the Alaska Commission on
Post-Secondary Education (the 1202 Commission) has not
yet been organized, the Legislature continues tio be in
need of expert counsel on the rapidly changing higher
education scene. My judgment 1is that we can be involved
most effectively in the following ways:

(1) serve as the legislature™s professional staff
in higher education, particularly as the issues pertain
to educational legislation and budgets;

(2) serve throughout the year as a continuing infor—
mation-gathering group in order to keep the Legislative
Council, the Interim Committee on Higher Education, and
the Legislature closely informed on developments in Alasl:.*:
higher education.

In order to perform these functions, Stephen McLean
of MeClenn Associates Vibuld be coordinator and 1 v?ould
serve as Project Director; we would bring in regularly
consultants from across the nation who are experts 1in the
areas in which there are particular problems or issues 1in
Alaska higher education, as well as in the development oi
instructional television.

Even though these functions should eventually be
nj

d 1l ommjm! eeectec Mr.ska Ccrmiasior :n !'0~t-
= 7 »~v; . C * as: on , ui;v ;=mi_crcn , WoI
be wuwuab®i.-: to uzico..".a an effectlve agency for the next

several months because it: will need to organise itself,
elect a chairman and vice chairman, select an executive
director, and plan 1its course. During its formative

period, the Commission will need unbiased, professional

1975
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guidance . which wa can provide. Among the specific functions
which T. perceive to be desirable for us to perform during the
coming twelve months would be

(1) provide professional expertise to the Legislature
on Alaska Methodist University"s announced plans to ne—
gotiate the sale of their campus to the University of A.laska.

(2) serve as a coordinator to bring together the ex—
perts and the resources for developing the technological
delivery system, including instructional television, for
post-secondary education in rural Alaska;

(3) function as a resource to interpret pertinent
materials and programs from other parts of the country re—
garding their possible application in Alaska higher edu—
cation;

(4) evaluate an}" new programs proposed by any of the
institutions in Alaska in an effort to avoid duplication
and waste of funds;

A number of matters and issues most likely will be impor—
tant and probably should have special study during the year.
This list includes, but is not limited to the following:

(1) the future of programs and personnel of Alaska
Methodist University;

(2) the function of. the University of Alaska in ex—
tended, diversified education for Alaska Natives;

(3) the strengthening of relationships between vo—
cational-technical programs and the community colleges;

(4) preparing for Lhe possibility of satellite
television and producing the kinds of "software"™ in the
form of courses, mini-courses, individual lessons, and
other relevant materials for different parts of Alaska;

(5) the need for a study of what 1is happening to
the students who have attended the community collcges-to
include both graduates and dropouts from the community
colleges ;

(6) the need for a definitive study on fee struc;ures
within the University with particular reference to the
possibility of going to the arrangement of: charging differ—
ent fees at different educational levels, rather than

:ua need to prevent fraudulent idncaClonei
activities such as "diploma mills™.

I would anticipate that my colleagues and 1 would be
able to bring a continuing oh ieativir.y to the evaluation of
higher education in "Alaska and to recommendations for the
future. Since Alaska State government appropriates such a
high percentage of the State®s budget for higher education,
the thrust of our proposal 1is that our group would serve
the Legislature as a professional staff in this field so
that the State would be exposed to alternatives and to
objective data on higher education proposals.

-



This should result in considerable savings to the State
by reducing its expenditures in higher education, as veil
as producing better coordination, efficiency and service.

We would expect to file a final report on our work by
January 31, 1975, as we have done 1in previous years, in
which we would analyse developments in higher education
during the year and make recommendations for the future.
We are particularly pleased that such a high percentage
of the recommendations we have made 1in previous reports
have been adopted.

The first contract between the Legislative Council
and itcLean Associates was $50,000; for the past year"s
contract, which expired January 31, it was $40,000, in—
cluding $10,000 for additional consultants. I have
carefully calculated the costs, especially for bringing
in experts from Caltech®s Jet Propulsion Laboratory and
satellite television specialists and, recognizing the
service to be involved during the next twelve months, pro—
pose the same figure of $40,000 for the period from
February 1, 1975 to January 31, 1976. This sum would
include all travel of all the individuals 1involved, the
consulting fees, and all related expenses.

IJe feel the next twelve months in Alaska will be
crucial in the history of higher education and would be
pleased to be a part of it.

Sincerely,
- / /

@l r-' its
Armen Sarafian
Project Director

CIAdiCiC U tf



University of A laska
FAIRBANKS, ALASKA 98701

March 4, 1975

Mr. Rich Guthrie

FiscalL Analyst

Legislative Budget and Audit Committee
Pouch WF

Juneau, Alaska

Dear Rich:

On 28 February Don Dafoe replied to an inquiry by you relating to
A MU physical assets.

The AMU Trustees”™ Committee made a proposal to the Board of
Regents and the Board replied after sitting as a full Board. These documents
are enclosed. This is the latest in negotiating events. | am also enclosing
for your use and distribution as you see fita synopsis of the AMU land
purchases from BLM. As you can see, a total of $102, 000 was paid for
505 acres. The State paid them $2, 000, 000 for 186 of those acres in 1972.

s to Bob Bradley"s questions:

There~T5\a federal involvement (HUD) in the financing of AMU
/V{j ; facilities.NThe indenture, arreanms ingkastobgamesiiiite-ancl-pe amhties
. /) J ,].A are listed in their proposal® Wee are ohedkiing wiitth HWD tho weariiffy
uJ GA™o( "uCjy * their accuracy and to learn whether HUD would be willing to shift
}E. \ 7T.these debts to the University of Alaska. f cJtuvaV
Oa I
2. There is an amendment applicable to all parcels of AMU lands
which requires their dedication in perpetuity for educational,
reqreational or health uses. This was placed on record”"when
the State made the $2, 000, 000 land purchase in 1972.



University of Alaska

Guthrie, Mr. Rich 2~ March 4, 1975

3. Independent appraisals of the AMU properties have been completed.
We are not privy to AMU"s appraisal, but ours is appended. We
are now requesting an appraisal on ""deferred maintenance” and on
furniture and fixtures.

«

I should note that the land appraisals have been made on the basis
of commercial values, for this is about the only basis available to
appraisers. Naturally, lands dedicated for restricted uses, such
as these, will be actually valued at a far lesser amount.

I probably will be in Juneau next week and would be pleased to meet with
Bob Bradley and others on this or other matters. Please give him copies of the

materials enclosed.
Best personal regards,

Sincerely,

Robert W. Hiatt
President

RWH:dm
Enclosures

PLEASE REPL! :i LV,



ORIGINAL VALUES 4 AMOUNT PAID FOR AMU LANDS

(INFO FROM BLM ANR. FILES)

1 17
i.vrryrr to . ACREAGE APPRAISED DISC, PAID =
1150278* 242 .5 $ 36,375.00 *11,640.00
noveaber 28, 1958
(1188433) oane data- [ $ 150.00 acre

..... vV ~r
0-64-0186-:- " (57" 227,5 £204,750.00 702 [/ $61,425.00
*aaa 2, 1964 $ 900.00 acre
) o/
«-64-0187v 3S $ 58,975.G0 501" J $29,500.00
.ate 2, 1964 $ 1,685.00 acre
1
m_ . Ital appraised 505 A $302,105.00 $ 593.21/acre
mJital nail 505 A $102,565.00 y/ ~.203.107acre
"y oy
/Ns*"/e ©
-FrMVy';\M’;-f AMO Real estn*"fb produced by Tryr2, K a A Hayj S*-T-fila 1in
Uai”e-talty of Alaska Planning files. X
-lie.. marc patents to the land .and therefore title is held by ,"M0Oand the
o;.a t,ull or lease ao long as they do not violate the restrictive clcas
The ':Z patent has - .v.-issue (PAT.1188435/, hut the original van ata
*:.;aatlled, so there are two patcr.ee for the _.t.acs lane.
* Reverter clr.uaa e-.rpiree at end of 25 yearn iron icsuvi. .
h Reverter eiauqo runs ip perpetuity. -, -
i A *«? "M 7-~ "n-%2/-<*4 -r-8 ,2 4~
N 1/ ? »

$/ACRE

$ 48.00

$ 270.00

$ 842.85



MEMORANDUM OF AGREEMENT

This Memorandum of Agreement is made the _ day of
March, 1975, by and between the University of Alaska (hereinafter
UA) and Alaska Methodist University (hereinafter AMU) .

w I T NES S E T H

WHEREAS, AMU 1is willing to sell its campus and buildings
and certain personal property at Anchorage, Alaska; and

WHEREAS, UA is desirous of purchasing said campus,
buildings and personal property;

MOW, THEREFORE, the parties agree as follows:

1. AMU agrees to convoy to UA in fee simple absol]

its entire campus at Anchorage, Alaska, with the exception of the

following described parcels:,

~ . - - ~\y

Parcel No. 1

The West half (w 1/72) of LheNorth half(N 1/2)

of the Northeast quarter (NE1/74) of the South —
east quarter (SE 1/4) of Section 28 (S20) , Town —
ship 13 North (T13N), Range 3 West (R3W), Seward
Mericlian.

Parcel No. 2

The West half (W 1/72) of the Northeast quarter
(NE 1/4) of the Northeast quarter (NE 1/74) of
the Southeast quarter (SE 1/4) of Section 28

(S28), Township 13 North (T13N), Range 3 West
(R3W), Seward Meridian.

Parcel No. 3

The South half (S 1/72) of the Southwest quarter
(SW 1/4) of the Southeast quarter”™ (SE 1/4) of
the Northeast quarter (NE 1/74) of Section 28
(S28) , Township 13 North (T13N)
(R3W), Seward Meridi.an.

, Range 3 West

Parcel No. 4

The Southwest quarter (SW 1/4) of the Southeast
ouarter (SE 1/4) oc the Southeast quarter (SE
1/4) of the No.:.-. &, quarter (ME 1/4) of Section
20 (S20) , Tow-".-u:a 13 North (T13M)
(R3w ), Sewai:d M*:r

, Range 3 West

4vc/ r >(?T



The

above-described

more

land which

fully

Parcel
All that
the North
(sw 1/4)
the North
(S28)", To
(R3W), Se

par

describe

Parcel
The East
(NE 174)
the South
(S28), To
(R3W), Se

Parcel

The East
of the So
east quar
ship 13 N
Meridian.
Parcel
The North
of the No
east quar
ship 13 N
Mer
Parcel
The South
of the No
east quar
ship 13 N
Mer
Parcel
The South
of the No
west quar
ship 13 N
Meridian.
Parcel
The North
of the No
west quar

ship 13 N

Me "midi an .

No.

No .

Mo .

idian.

No.

idian.

No .

No.

So. 5

portion couth of University Drive of
half (N 1/72) of the Southwest quarter
of the Southeast quarter (SE 1/74) of
east quarter (NE 1/4) of Section 28
wnship 13 North (T13N) , Range 3 West
ward Meridian.

is agreed to be conveyed hereby,

excluding the

cels, contains approximately 265 acres and
d as follows:
1
quarter (E 1/74) of the Northeast quarter
of the Northeast quarter (NE 1/74) of
east quarter (SE 1/4) of Section 28
wnship 13 North (T13N), Range 3 West
ward Meridian.
2
half (E 1/72) of the East half (E 1/72)
utheast quarter (SE 1/4) of the North —
ter (NE 1/4) of Section 28 (S28) , Town —
orth (T13N), Range 3 West (R3W) , Seward
3
half (N 1/72) of the South half (S 1/72)
rtheast quarter (NE 1/4) of the South—
ter (SE 1/4) of Section 28 (S28) , Town —
orth (T13N), Range 3 West (R3W), Seward
4
half (S 1/72) of the South half (s 1/72)
rtheast quarter (NE 1/4) of Lhe South—
ter (SE 1/4) of Section 28 (S28), Town —
orth (T13N), Range 3 West (R3W), Seward
5
half (S 1/72) of the South half (S 172)
rthwest quarter (NW 1/4) of the South —
ter (SW i/4) of Section 27 (S27) , Town —
orth (T13N), Range 3 West (R3W), Seward
6
half (N 1/3) of the South half (s 1/72)
rthwest c;i:art*--r (NW 1/4) of the South —
ter (SW 1/4) of Section 27 (s27), Town —
orth (T 13::) , Pcinge 3 West (R3W) , Seward

is



Parcel No. 7

"Ae North half (N 1/2) of the Northw-ut quarter.
(NW 1/1) of the Southwest quarter (SW 1/4) of
Section 27 (S27) , Township 13 North (T13N) , Rang;
3 West (R3W), Seward Meridian.

Parcel Mo. 8

The Northwest quarter (SW 1/4) of the Northeast
qguarter (NE 1/4) of the Southwest quarter (SW
1/4} of Section 27 (S27), Township 13 North
(T13N) , Range 3 \V.8st (R3N) , Seward Meridian.

Parcel No. 9

The North half (M 1/2) of the Southwest quarter
(SW 1/4) of the Northeast quarter (NE 1/4) of
the Southwest quarter (SW 1/4) of Section 27
(S27) , Township 13 North (T13M), Range 3 West
(R3W), Seward Meridian.

Parcel No. 10

The South half (S 1/2) of the Southwest quarter
(SW 1/4) of the Northeast quarter (ME 1/4) of
the Southwest guarter (SW 1/4) of Section 27
(S27) , Township 13 North (T13N), Range 3 West
(R3W), Seward Meridian.

Parcel No. 11

The East half (E 1/2) of the Northeast quarter
(NE 1/4) of the Southwest quarter (SW 1/4) of
Section 27 (S27) , Township 13 North (T13N) ,
Range 3 West (R3W), Seward Meridian.

Parcel No. 12

The South half (S 1/2) of the Northwest quarter
(NW 1/4) of Section 27 (S27), Township 13 North
(Tl%ﬂ), Range 3 West (R3W), Seward Meridian.

Parcel No. 13

The Northwest quarter (NW 1/4) of the Northwest
quarter (NW 1/4) of Section 27 (S27) , Township
13 North (T13N), Range 3 West (R3W), Seward
Meridian.

Parcel No. 14

The South half (S 1/2) of the Northeast quarter
(NE 1/4) of the Northwest quarter (MW 1/4) of
Section 27 (S27) , Township 13 North (T13N) ,
Range 3 West (R3W), Seward Meridian.

Parcel No. 15

The Northwest quarter (NW 1/4) of the Northeast
guarter (NE 1/4) of the Northwest quarter (NW
1/4) of Section 27 (327), Township 13 North
(T13M), HueJa 3 Wasc (I3W), 3eward Meridian.



said real

above-list

payment

sh

Parcel No. In

All that portion south of University Drive of
the North half (N 1/2) of the Southwest quarter
(Sw 1/74) of the Southeast quarter (SE 1/4) of
the.Northeast quarter (NE 1/4) of Section 28
(S28)", Township 13 North (T13N) , Range 3 West
(R3W), Seward Meridian.

Parcel No. 17

All that portion south of University Drive of
the Northwest quarter (NW 1/4) of the South —
east quarter (SE 1/4) of the Southeast quarter
(SE 1/74) of the Northeast quarter (NE 1/74) of
Section 23 (S28), Township 13 North (T13N),
Range 3 West (R3N) , Seward Meridian.

2. AMU agrees to transfer to UA all improvements on
property. The buildings include the following:

a. Gould Hall

b. Grant Hall

C. Campus Center Buildings

d. Behavioral Science Building

e. Faculty housing (9 units)

f. Maintenance and storage buildings
3. UA agrees to pay the sum o”~$20 ,~0U0 ,000. for the
ed real property and improvements. The terms of said

all be as follows:

a. The sum of $3,000/000.00 as a down payment.
Said down piiymenshall be reduced by the sum of the
obligations for salary at current AMU rates assumed by
UA as a result o; the termination by AMU of 1its faculty
contracts due to the closure of AMU and the employment
by UA of some or all of the AMU faculty. The exact sum
of said obligati m shall be determined prior to May 1,
1975, by the joint va-amu administrative task force
subject to the approval of the Presidents of the two
Universities and shall be limit"d to the salary obli—
gations at current amu rates for faculty actually

employed by Ur 1\ji- the 1975-1976 school year.



-

b. UA shall assuma AMU"s righto and obligations
under that certain Indenture dated October 1, 1072,
between AMU and the First National Bank of Anchorage,
as T&ustee, and under that certain Indenture dated
April 1, 1965, between AMU and the First National 3ank
of Anchorage, as Trustee. The said Indentures have a
principal balance of S2,721,G00.00, of which principal
balance the sun of $100,000.00 1is presently 1in arrears.
The additional sun of $270,000.00 1is presently due and
owing under said Indentures, which sura includes
$95,000.00 interest in accordance with the payment
schedules under said Indentures, $140,000.00 deficiency
in the sinking fund provided for in said Indentures,
and the sun of $15,000.00 in miscellaneous interest and
penalties under said Indentures. UA agrees to assume
all of said principal, interest and penalty obligations
and bring all arrearages current. It is understood by*
the parties that the concurrence of the Trustee and the
bond holder under said Indentures will be required
prior to the assumption by UA of AMU"s obligations
under said Indentures. The parties agree to jointly
approach said Trustee and bond holder to secure thoir
approval to the assumption. The purchase price set out
hereinabove shall be reduced by the amount of the

ssumed indebtedness under said Indentures.

The first installment of the down payment

g the sum of $1,000 ,00 .00. The balance of said"down
payment shall be dun on July 1, 1975.
4. AMU shall, ir. Union, sell to UA furniture,
fixtures and other personal property for the additional sum of

$800,000. 00. Schedules of z:ei furniture, Tfixtur-r. and other



personal property shall bo prepared and affixed to thin r.greament
as exhibits. The parties understand that certain personal pro—
perty nay be subject to restrictions in the applicable deed of
gift and AMU may therefore be required to retain said property.

5. ! The balance due of the purchase price shall be
paid in equal annual installments commencing on the 1st day of
July, 1976, and continuing annuaHy thereafter on the 1st day of
July until the tgf£fll .purchase price, together with interest at
the rate o: 8.55 per annum on the unpaid balance, 1is paid 1in

VT 8 X X L 00 (Q ~02?t

6.The unpaid balance due under the terms of this
agreement shall be evidenced.by a promissory note-which shall be
secured by an appropriate deed of trust on the real property ana
improvements transferred hereby and by an appropriate security
agreement covering the personal property transferred hereby. The
deed of trust and security agreement shall be superior to all
other security interests in said real and personal property with
the exception only of the Indentures described in paragraph 3(b)
hereinabove. The deed of trust and se.curity agreement shall
provide for a minimum of six months within which any default
under said deed of trust and security agreement may be cured by
UA .
AMU shall retain its art collection and its Alaskan

library.

8. AMU shall, retain office space in Grant Hall. The
office space retained shall be the southwest corner of Grant Hall
from the present front counter to the west side of Grant Hall and
from the south sic.”™ of Giant Hall to the boiler room, (e:<e-utive
and business suite) together with three offices on Lhe eas: side
ofi the main holl on Lh e first floo. of Grant Hall, which o~ fires
prc V itly contain the uni.varsity Development OFfices, G: int..

office and the institutional research office. AMU shall i m



office equipment presently located in said offices.

9. UA agrees to iscrar on a
permanent basis to maintain

10. The parties th he negotiating committees,
the Board of Regents and Board of Trustees respectively, and
through the parties ™ legal counsel shall
securing approval of the sale by the Legislature of the Staia_af.
Alaska and by the Unit .or. Both
parties agree to use their best efforts to promptly secure the
approval of both o0s raid, agencies..

11. The details regarding the implementation of the
transfer of the property and improvements of AMU to UA shall be
negotiated by the joint AMU/UA administrative task force subject
to the approval of the Presidents of the two institutions. Any
dispute which cannot be finally resolved between those groups
shall be submitted t.o the sale negotiating committees appointed
by the Regents and Trustees of the two universities. Any dispute
which cannot be resolved through negotiations between that com—
mittee shall be submitted for arbitration by the parties under
the rules of the American Arbitration Association. The results

of said arbitration shall be bindine unon-drhe parties.

Tv:
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m'March 3, 1975

TO: Alaska Methodist University Trustees' Committee

FROM: University of Alaska Board of Regents

RE: Responses to AMU Trustees®” Draft Memorandum of Agreement
Concerning the Sale of the AMU Campus, Buildings, Furniture and
Fixtures

The Board of Regents met on Friday, 23 February to review and respond
to the draft Memorandum of Agreement (MOA) concerning the sale of the AMU campus,
buildings and certain personal property at Anchorage submitted by the Reverend
Ac C. Wischmeier to Mr. Robert McFarland, President of the Board of Regents
of the University of Alaska.

The Board concurred on certain important basic approaches with
respect to this transaction which provided direction for specific responses to
points made in the draft MOA. These are herewith noted and form a preamble to
the specific responses detailed later.

The transactions between Alaska Methodist University and the University
of Alaska being entered into now differ fundamentally from those resulting in the
purchase of AMU lands in 1972. The 1972 land purchase was the most convenient
vehicle available to the State of Alaska for providing major substantive financial
aid to AMU for the express purpose of maintaining AMU as a viable institution
so that it might continue to provide Alaskans seeking post-high school education
a choice between public and private educational delivery systems. Because of
this objective, the land involved was priced and acquired at near or at its “fair
market value” without patent restrictions.

The current transaction is not involved with the maintenance of AMU
as an institutional alternative to public higher education in Alaska, but rather one
which will enable AMU to close its operations, pay its incurred debts and ostensibly
establish an organization with any remaining funds, the nature of which is yet unknown
but which will in some manner benefit higher education in Alaska. The resulting
organization, presumably will be eleemosynary.

The AMU ca. ipus lands are dedicated In perpetuity for educational,

recreational or health purposes. They ware gevan to AMU without Me for educational
p - 6. Thus, although the appraisers hat no choice but to value the lands on the
*a.. of current com mercial transactions ir. » vicinity and to assume that there was

restriction on fcho title, the Regents foci . at ti uokenjpayment should be negotiated
for 1inlci lands. i— |
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Alaska Methodist University Trustees' Committee/ University of Alaska Board of Regents
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The Regents wish to make clear to the AMU Trustees that the amount and
schedule of payments ajre the prerogative of the Legislature and the Governor. To
effect this transaction in the most expeditious and timely manner the Regents and the
Trustees should present to these State %overnmental bodies an agreed program fully
and jointly supported. The President of the Board of Regents, Mr. McFarland,
invites your Trustees' Committee to meet with the Regents’ Committee at the earliest
date possible following receipt of this response to the draft MOA.

Herewith are the specific responses to the numbered points set forth
in the draft MOA.

1 The Regents are willing to negotiate an excepted parcel of land
for AMU use, but not necessarily the parcels specified in the
draft MOA. An explanation of uses to be made of the property
and choices of location can be presented for resolution at the
joint negotiating Committee meeting.

2. Acceptable.

3. The Regents are agreeable to negotiating a total sum for the
campus and buildings based upon (1) a fair appraisal of the
buildings which has taken into consideration their deferred
maintenance; (2) a fair appraisal of furniture, fixtures and
other personal property; and (3 a sum which is based upon
a token payment for land dedicated to educational use.

Acceptable, depending upon legislative appropriation.

Acceptable dependent upon the Regents®" negotiations with HUD
concerning the now delinquent sums. Should the Regents be unable
to negotiate any or all of these delinquent sums with HUD, such
sums would have to be deducted from the specified down payment
of $3, 000, 000.

3c. Acceptable, but subject to legislative approval.

4. Acceptable in principle. The Regents®™ appraiser has not
considered these items, but will do so when a schedule of said
items is prepared.
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10.

Schedule of payments will depend upon legislative approval Because
ail eleemosynary organization is contemplated with the sale"s net
proceeds, the Regents believe a prime rate of interest improper,
and will agree instead to a rate oiQ”pe”™ cent subject to legislative
approval. »

Acceptable.

Acceptable providing the Alaskana library is not part of the
Consortium Library collection already purchased and owned by
the University of Alaska.

R etention of office space nvnqt Hall istfTvota®rq”ptaRi”
Should furniture, fixtures and office equipment presently located

in such offices not be involved in the sale, the schedule of appraisals
should clearly omit it.

The Regents would consider the rental of space to the AMU
successor organization in locations and under conditions agreeable
to the Administration of the University of Alaska.

This proviso is not acceptable for inclusion in this MOA. The
joint Administrations are now planning for the transfer of selected
personnel, programs and other important aspects, such as student
records, from AMU to the University of Alaska. This matter will
be included in that transaction.

Acceptable.

th the deletion of the last two sentences referring to "arbitration,
this point is acceptable.

12.

(Board of Regents®™ statement re litigation) A MU will hold UA
harmless for any litigation or liability arising in relation to the
operation of AMU or arising prior to the transfer of possession of
the premises to UA.

Acccotable.

Executive C-L.icer of the Be. .
Regents

ITIA™ »
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PAUL INDIRKSEN, S.R.A.-R.M. 531 West Third Avenue, Anchorage, Alaska 99501 (907)277-8675

December 31, 1974

RG0S

Dr. Donald C. Moyer
Director of Planning
University of Alaska
Fairbanks, Alaska 99701

Re: Appraisal of Alaska Methodist University
Dear Dr. Moyer:

As requested, | have made an inspection and preliminary analysis
of the value of land and buildings owned bj Alaska Methodist
University. The land is described as follows:

The « Section 27 EXCEPT The NEM NE™ NWk
Section 27;

The N?s SWc Section 27;

The NEM SEV; Section 28;

The SEK; NEM Section 27 lying South of
University Drive;

The E~ EN SE\ NEM Section 27 lying North
of University Drive;

The SW*q SEk SEM NEH; North of University
Drive.

The gross area is approximately 292.69 acres.

Alaska Methodist University proposes to sell this property to

the University of Alaska. The purpose of this preliminary esti—
mate 1is to ascertain a fair price to be paid for the real estate.
While the final appraised value may vary somewhat from this pre—
liminary estimate, it should not be significantly different.

In my opinion, the Market Value of the Alaska Methodist University
real estate as of December 27, 1974 is: *

NINETEEN MILLION, TWO HUNDRED THOUSAND



Dr. Donald C. Moyer
December 31, 1974
Page 2

Allocation:

Improvements Present Value
Cl) Underground Utilities $ 277,186
(2) Parking 69 ,027
Student Union 5,663,886
(4) Grant Hall 3,654,509
C5) Gould Hall 1,409 ,600
C6) Behavioral Sciences 31,159
(7) Shop Garage 52,029
(8) Ski Jump 67,900
(9) Carillon 72,750
(10) Tennis Courts 28,384
(11) Hockey Rink 24,302
(12) Landscaping 158,586
(13) Faculty Residences 652,500

(including land)

Total Improvements $12,161,818
Land 7,000,000

TOTAL VALUE ALASKA METHODIST UNIVERSITY
REAL ESTATE $19,161,818
(rounded) $19,200,000

Methodology:

The subject is a special purpose property. The standard
method of appraising special purpose prop>rties is to valu*
the 1improvements based on cost new la-; . depreciation then add
the land. Depreciation must include a | forms including

X.



Dr. Donald C. Moyer
December 31, 1974
Page 3

physical deterioration, functional obsolescence and economic
obsolescence when these elements are present.

The land is zoned PLI, Public Lands and Institutions District,

by the Greater Anchorage Area Borough. This district is in—
tended to include major open lands, major public and quasi public
institutional uses. The standard method in appraising land in
this type of zoning is to substitute the highest and best use

of the land as if it were in the private sector. This 1is because
parks and institutional lands very seldom transfer on a Market

ue basis. The highest and best alternate use for this land
ould be for a PUD. which includes condominiums, apartments,
small amount of offices and commercial and possibly some

ingle family residences. The subject land has been valued on
his basis . ~

There 1is a restrictive covenant in the patent from the Bureau

of Land Management to Alaska Methodist University which restricts
the use of this land to school purposes. The sale agreement
between Alaska Methodist University and the University of Alaska
for 197 acres of adjacent land in 1972 also contained a restrict—
ion on the remaining Alaska Methodist University land to school
purposes. The land value in this prelimfiiarv estimate has not
fceen penal q: rflg restrict lonlT~placcfT3~rnmr ffnr-Tarich
Prvfor to completldiTAf~LAer'f-ia@d3r?[*"rh*arr~~cnrTd>-Tfker-trr-Have
an opportunity to discuss the impact of these restrictions with
counsel.

[Jhe land has been appraised with the streets in place. That
is to say, land 1is more valuable with street frontage than land
without street access. Therefore, although the streets are
privately owned and maintained, the value of those streets is
included in the land valueJD Near the South end of the property
is a 2JLjicne-tarke which was created by mining of the gravel re—
sources previously located thereon. Assuming that Chester Creek,
which flows nearby, could be diverted in and out of the lake to
fill it and freshen it, the lake is an asset to the Iland. The
?JL_acne-lajte area has been deducted from the total land area for
(purposes of calculation of land value. However, the 58.4 acresN
surrounding the lake have been valued at a higher unit value /
than the rest of the land. S

The faculty residences have been valued on a comparative basis
rather than cost less depreciation. This method 1includes the

land e:i which a residence 1is located. Typical lot size for resi—
dence"-, of this size is 1 ,000 square feet each, which would

result in 3.31 acres bein® utilized for Tfaculty housing.

3.



Dr. Donald C. Moyer
December 31, 1374-
Page 4

This land value is included with the value of the faculty housing

and was, therefore, deducted from the land area which was valued
on an acreage basis.

Land Values:

58.4 Acres @ $35,000/Acre $2,044,000
192.18 Acres @ $25,000/Acre 4,804,500
13.8 Acres @ $15,000/Acre 207,000
264.38 Acres TOTAL $7,055,500
25 Acre Lake

3.31 Acres with Faculty Housing

(rounded) $7,000,000

As requested, the above presentation has been abbreviated with
the supporting evidence retained in the appraiser % fTiles.

The final appraisal, when requested, will contain the back-up
evidence for land value, cost of reproduction estimates and the
comparable sales utilized in valuing the faculty housing.

The land areas utilized are approximate. No survey was made,
and there 1i1s no warranty as to land area.

We acknowledge assistance of Terry Gorsuch, Cost Estimator, and
Fred Ferrara, Appraiser, in this report.

We wish to thank you for this opportunity to be of service.

Sincerely,
DIRKSEN APPRAISAL COM™"...

Paul P. Dirksen
PPD/sm

Attachments (t)
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ASSUMPTIONS AND LIMITING CONDITIONS

No legal questions are considered in -this analysis, such
as titles, encumbrances, etc.. The property 1is considered
as if free and clear.

All dimensions and legal descriptions are assumed to be
correct, as furnished.

AlIl information, as found in data furnished, 1is deemed
to be reliable. IT any errors are found, the right 1is
reserved to modify the conclusions reached.

No stuay has been made to determine whether structures
may have an infestation, such as termites or dry rot.

In the absence of such study, it is assumed the property
is free of such problems.

While various "approaches to value™ and various mathe —
matical calculations have been used in estimating value,
these are but aids to the formulation of the opinion of
value expressed by the appraiser in this report. In
these calculations, certain arithmetical figures are
rounded off to the nearest significant amount.

The data and conclusions embodied in this appraisal are

a part of the whole valuation. Mo part of this appraisal
is to be used out of context; and, by itself alone, no
part of this appraisal is necessarily correct, as being
only part of the evidence upon which final judgment as to
value 1is based.

Employment to make this appraisal does not require testi —
mony in court, unless mutually satisfactory arrangements
are made 1in advance.

This appraisal is made in accordance with the standards
of the American Institute of Real Estate Appraisers.

Fair Market Value is defined as "the price it (the real
estate) will bring between a willing buyer and a will—
ing seller, with equity to both.

This report is delivered subject to the stipulation
that neither all nor any part of the contents shall be
conveyed to the public media through advertising,
public relations, nov/s, sales or any other media with—
out the written consent and approval of the author,
particularly as to valuation conclusions, the identity
of the appraiser, his firm, or any ro itkrenee to the
American Lflstjtute of Real Estate Appraisers.



CERTIFICATION:

The undersigned does hereby certify that, except as
otherwise noted in this appraisal report:

1. I have no present or contemplated future interest
in the real estate that is the subject of this
appraisal report.

2. I have no personal interest or bias with respect
to the subject matter of this appraisal report
or the parties involved.

3. To the best of my knowledge and belief the state—
ments of fact contained in this appraisal report,
upon which the analyses, opinions and conclusions
expressed herein are based, are true and correct.

4. This appraisal report sets forth all of the limiting
conditions affecting the analyses, opinions and
conclusions contained in this report.

5. This appraisal report las been made in conformity
with and is subject to the requirements of the
Code of Professional Ethics and Standards of Profess—
ional Conduct of the American Institute of Real
Estate Appraisers of the National Association of
Real Estate Boards.

6. No one other than the undersigned prepared the
analyses, conclusions and opinions concerning real
estate that are set forth in this appraisal report.

RESTRICTION UPON DISCLOSURE £ USE:

Disclosure of the contents of this appraisal report is
governed by the By-Laws and Regulations of the American
Institute of Real Estate Appraisers of the National
Association of Real Estate Boards.

Neither all nor any part of the contents of this report
(especially any conclusions as to value, the identity of
the appraiser or the firm with which he. is connected, or
any reference to the American Institute of Real Estate
Appraisers or to the M.A_l. or R.M. designation) shall
be disseminated to the public through advertising media,
public relations media, news media, sales media or any
other public means of communication without the prior
written consent and approv. L of the undersigned.

4.
Paul P. Dirksen, 3.R.A. - R.M.
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PAUL P:DIRKSEN .-S_R.A.-RM. 531 West Third Avenue, Anchorage, Alaska 99501 (907) 277-3675

QUALIFICATIONS OF PAUL P. DIRKSEN, S..R.A. , R.M.

PROFESSIONAL AFFILIATIONS:

Society of Real Estate Appraisers, Designation - S.R.A.
President, Anchorage Chapter £158, 1974-75

American Institute of Real Estate Appraisers, Designation - R.M.

American Right of Way Association

Anchorage Board of Realtors

EDUCATION:

Miami University, B.S., 1957, Oxford, Ohio

AIREA Appraisal Course I, Milwaukee, Wis., 1958

AIREA Appraisal Course 11, University of Pacific, 1963

AIREA Appraisal Course 1V, University of Can Francisco, 1964
University of California, 1962 - 1964

BUSINESS EXPERIENCE:

Dirksen Appraisal Company, Anchorage
Alaska Department of Highways,
State Supervising Appraise*”~
Alaska Attorney General®s Office,
Special Consultant on cases related to eminent domain
Savings & Loan Commissioner®s Office,
Appraiser Class 1V (California)
Lloyd Thomas Company, Chicago, 111.
American Appraisal Company, Milwaukee, Wis.

COURT EXPERIENCE:

Qualified as Expert Witness 1in various Superior Courts
TYPICAL CLIENTELE:

Alaska Department of Highways
Alaska State Housing Authority
Greater Anchorage Area Borough
Alaska Department of Public Works,
Division of Aviation and Division of Buildings *
University of Alaska
City of Anchorage
City of Fairbanks
City of Juneau
U.S. Coast Guard
Washington Highway Commission
San F*->ancisco Bay Area lipid Transit Distz ict
Various Urban Renewal A _.oncies
Private property owner:; and attorneys
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JAY S HAMMOND, Governor
\zJ

DEPARTMENT OF PUBLIC WORKS
OHREFTHECOMMEONR /7 FOUGEIUNEALERIL

April 4, 1975

The Honorable Bob Bradley

House of Representatives

Chairman, Commerce Committee /

Pouch V

Juneau, Alaska 99811

Dear Representative Bradley:

In accordance with your April 3, 1975, request, enclosed under
separate cover are seven copies of all known information per-
taining to the Anchorage International Airport Satellite
Building Project, with the exception of the transcripts of the

meetings held March 6 with air carriers.

Sincerely,

Commissioner

Enclosures



Airport Hearing

Telegrams sent to:

Jack Peck,

4510 International Airport Road,

Richard Jensen, Airport Manager
Anchorage International Airport,

Anchorage Chamber of Commerce

Anchorage Airport Affairs Committee
Anchorage International Airport,

Heinz Hoonan, Division of Aviation

Director Dicision of Aviation
Anchorage

Anchorage

Anchorage

4510 International Airport Road, Anchorage
Letters sent to:

Commissioner Donald Harris, Dept, of Public Works
Commissioner Sterling Gallagher, Dept, of Revenue

Moio telegrams sent to:

Air France

British Airways

Japan Aiitlines

KLM Royal Dutch Airlines -
Lufthansa German Airlines

Sabena Belgian World Airlines
Northwest Design

039 W Northern Lights Blvd., Anchorage

Wohlforth
Street,

Eric

645 G Anchorage, Alaska

Anchorage
International
Airport



April 3, 1975

Commissioner Donald Harris
Department of Public Works
Pouch Z

Juneau, Alaska 99811

Dear Commissioner Harris:

Pursuant to the Speaker of the House®"s charge that the
House Commerce Committee investigate the circumstances
surrounding the intended cancellation of the Anchorage
Airport International Air Carriers Construction Project,
I am formally requesting copies of all material related
to the project. Let me clarify the above.

1. All means all, not part.

2. Material means vnritten, voice recorded,
and aritlunetical calculations.

3. Copies means reproductions. (Seven sets

of copies please, for the seven members
on the committee).

| respectfully request that the above be fully and fac—
tually presented to the office of the House Commerce
Committee no later than the close of business April 4,
1975. This deadline is required to allow reasonable
review time fot committee members prior to commencement
of formal hearings on the subject.



Commissioner Donald Harris
April 3, 1975
Page 2

Your cooperation in this matter will be appreciated,

Very truly yours,

Bob Bradley

BB/cc
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B OB BRADTLTEY

state house

CHAIRMAN, COMMERCE COMMITTEE

POUCH V
JUNEAU, ALASKA 99811
465-3824

V

April 2, 1975

Commissioner Gallagher
Dept, of Revenue
Juneau, Alaska

Dear Commissioner Gallagher,

The House Commerce "Committee has been

VICE CHAIRMAN, JUDICIARY
601 N. BRAGAW
ANCHORAGE, ALASKA 99504
272-0275

charged with investigating the cancellation of

construction of the airport terminal

The committee will be holding hearings

in Anchorage.

begining April 7 at 8:00 a.m. You are requested

to attend.

Sincerely,

Bob Bradley f J

BB/mr



B OB BRAUDTLEY

state Siouse

CHAIRMAN, COMMERCE COMMITTEE VICE CHAIRMAN., JUDICIARY
POUCH V 601 N. BRAGAW
JUNEAU, ALASKA 99811 ANCHORAGE, ALASKA 99504
465-3824 272-0275

Y

April 2, 1975

Commissioner Harris
Dept, of Public Works
Juneau, Alaska

Dear Commissioner Harris,

The House Commerce Committee has been
charged with investigating the cancellation of

construction of the airport terminal 1in Anchorage.

The committee will be holding hearings
beginning April 7 at 8:00 a.m. You are requested
to attend.

Sincerely

BB/mr



DEPARTMENT OF PUBLIC WORKS
OFFICEOF THEQCOWISSIONRR

March 27, 1975

The Honorable Hugh Malone
Chairman, House Finance Committee
State Capital, Room 409

Pouch WF

Juneau, Alaska 9981l =

Dear Representative Malone:

In reply to your request of March 16, 1975, the followino mMeorroation is

submitted rel 7= co your questions regarding the proposed recall of the

Intern?* ™ Airport Revenue Bonds, Series -V:

1

1. The situation 1is caused by reluctance of the air carriers to support
construction of a new international satellite building at the Anchorage
International Airo”"c- The air carriers had no objection when the facil-
ity was planned but the operational losses now being suffered by all
interna*-:-"11 carriers will not allow them to pay for increases in air-
pov-l rees to pay for the construction. Enclosed are copies of letters
rrom eight air carriers requesting cancellation of the bond issue and
postponement of the construction.

Expenses to date for administrative and engineering costs will be recov-
ered by increasing the fuel concession fees to obtain an annual revenue
Increase of $300,000 which will repay all costs in a two year period.

Demands for capital improvement projects in the future from the Revenue
Funds can be taken care of by direct appropriations from the fund. Addi-
tional airport fees will Dbe increased to build up the fund for this purpose.

2. Regarding a revised CIP program, the original program was cut from
$47,786,200 to $11,987,900 and will be accomplished with in-house funds.
Increased airport fees isexpected to generate additional revenue to sup-
port the revised program.

3. Enclosed 1is a copy of the revised revenue estimates thru FY 1% ¥ together
with footnotes which reflect the changes in fees and the benefits there-
from.

4. The amount of bonds to be recalled amounts to $10,600,000 which were issued
under the Series "E" bond sale held January 14, 1975.



The Honorable Hugh Malone >, -2- March 27, 1975

5. The legality of this recall transaction is covered by an opinion from the
Attorney General and is based on advice of bond counsel (copies enclosed).

6. Necessary legislation to accomplish this action is contained in Senate
Bill 311.

7. The legislation proposed in Senate Bill 311 will not be a drain on the

General Fund as it is only a loan to be repaid from the bonds and the
Revenue Fund.

— 4 \%
Your consideration in passage of this bill will be appreciated. *

Sincerely,

Donald Harris
Commissioner

Attachments: 3 copies correspondence

cc: Senator Bill Ray, Chairman,
Senate Finance Committee
w/3 copies of correspondence
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Donald Harris date March 24, 1975
Commissioner
Dept, of Public Works FILE NO:

TELEPHONE NO:

AVRUM M. GROSS mm subject: Pending Legislation concerning

ATTORNEY GENERAL . $10,600 State of Alaska Inter—
national Airports Revenue Bonds
Series E.

Dickerson Regan
Assistant Attorney General

Transmitted to you is the opinion of Eric E. Wohlforth,
the state"s counsel on bond matters.
As you know, 1in this specialized field the state relies

on interpretations of its bond counsel. Accordingly, Mr. Wohlforth =
legal opinion is adopted as the opinion of this office.

DR: Jw
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ERIC E. WOHLFORTH A PROFESSIONAL CORPORATION Telephone

ROBERT B. FLINT Area Code 907
845 ¢ STREET 2742319

TIMOTHY G. MIDDLETON anchorage:, alaska o9301 272-9489

March 21, 1975

* . RECEIVED
Hon. Avrum M. Gross Department of Law
Attorney General
Department 0f Law * MAR 2 4 1975
Pouch K AM P,
Juneau, Alaska 99801 ~iSis&v,12.1,2,3,4,5"
Re: Pending Legislation Concerning $10,600,00(1 ,

State of Alaska International Airports Revenue
Bonds, Series E

Dear Attorney General: .

You have requested our opinion as to the legal
effect of action which may be taken pursuant to proposed
legislation drafted by me and approved by C. Richard Walker,

*a copy of which is attached hereto in the form submitted
to your office.

Appropriate action taken pursuant to the draft
legislation will, in our opinion, result in the legal con—
clusion that the Series E Bonds will be no longer outstanding.
When said bonds are no longer outstanding the State 3ond
Committee may amend the provisions of Resolution No. 74-6
relating to the "Project E Account” 1in the Construction
Fund and may cause amounts in the Project E Account to be
used to repay the loan from the General Fund referred to
in the legislation. The loan from the General Fund auhhorized
by the legislation is necessary to provide funds for invest—
ment in direct United States Government obligations and
guaranteed United States Government obligations 1in amounts
and maturing at times sufficient to pay principal and interest
on the Series E Bonds until the first date they can be redeemed
by the State without a redemption premium. When the United
States Government obligations are .purchased and trusteed for
the benefit of the Series E Bonds, and other necessary pro—
cedural steps are taken, the Series E Bonds will in legal
effect not be outstanding under the general bond resolution.



Hon. Avrum M. Gross
March 21, 1975
Page 2

This procedure will provide, 1in essence, for
replacement of the pledge Revenues which now secures the
Series E Bonds with a trusteed deposit of government bonds
in amounts necessary to pay principal and interest on the
Series E Bonds.

As you know, Section 3.06 of Resolution No. 68-4
of the State Bond Committee adopted April 11, 1968, which
is the General Bond Resolution governing the terms of all
International Airports Revenue Bonds, provides for the pro—
cedure outlined in the draft legislation and explained
above.to be accomplished, however, with an issue of refunding
bonds. Pursuant to Section 3.06 the State may issue bonds
which will provide cash sufficient to purchase direct United
States Government obligations or guaranteed United Staves
Government obligations "...in such amounts and maturing at
such times that the proceeds of said obligations received
upon their respective maturities and interest payment dates
will provide funds sufficient to pay the principal, premium,
if any, and interest to maturity, or to the redemption date,

as the case may be, with respect to all bonds to be refunded...

After certain further procedural requirements under Section
3.06 are complied with,the legal result is that the series
of bonds being refunded are deemed no longer outstanding.

The draft bill provides for the same result without
the issuance of refunding bonds. Existing bond market con-—
ditions would make an issue of refunding bonds extremely
expensive for the State. Although we are not following the
provisions of Section 3.06 in that we are not issuing refund—
ing bonds, in our opinion, the legal result is nevertheless
the same as if we did issue refunding bonds for the above
purpose pursuant to Section 3.06. General principles of law
reflected in Section 3.06 support the legal conclusion that
when United States Government direct or guaranteed obligations
in amounts and maturing at times specified by Section 3.06
are trusteed for the benefit of existing bondholders, their
rights under the general bond resolution are no longer in
effect, notwithstanding that the procedure is not accomplished
through an issue of refunding bonds.

In conclusion, 1in our opinion when the government
bonds described in Section 3.06 are purchased and placed
in a proper trust for the benefit of existing Series E bond-
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holders, moneys in the Construction Fund may be transferred

out for other purposes as specified in the proposed legislation,
the covenant to build "Project E"™ (principally the proposed
Anchorage Terminal Building) will no longer be in effect,

and the Series E Bonds, since they are no longer outstanding,
will not thereafter be counted as Bond.. for the purposes of the
rate covenant in Section 6.12 of Resolution No. 68-4.

Very truly yours,

WOHLFORTH & FLINT

EEW/am

"cc: C. Richard Walker, Esq.
Commissioner Sterling Gallagher



STATEMENT BY RICHARD S. FULLERTON
CONSULTANT TO COMMISSIONER OF PUBLIC WORKS
RELATIVE TO INTERNATIONAL AIRPORTS

A study of the Anchorage and Fairbanks International Airports was undertaken on
January 7, 1975, to provide data relative to airport operations through Fiscal

Year 1980. The study took into consideration capital improvement projects, revenue
requirements and cost saving measures to be considered over the five and one half
year period for which projections were made.

Consultations with both foreign and domestic air carriers along with the major
concession operator - Duty Free - provided the background for capital improvement
projects and revenue requirements projected into the future to provide adequate
facilities at a competitive cost to meet public needs over the period.

Approximately seventy percent of total airport revenue is international in nature.
Uncertainty over world economic conditions and energy problems has caused this sector
of the industry to scale back future facility growth requirements considerably in the
interests of minimizing costs during these times. They present substantial opposition
to present construction of the new international satellite at Anchorage on these very
grounds. It appears that new facilities, however desirable from the accommodation
standpoint, are not acceptable to the international carriers at this time to the
extent that they necessitate increases in charges to the carrier for the facility.

Domestic operations over the next two years project substantial growth related
primarily to pipeline activity. They feel facilities are adequate for their require-
ments, which will peak and then either level off or decline somewhat in 1977.

It is the concensus of both domestic and international carriers that with the exception
of the new North/South Runway at Anchorage, their operations can and for cost reasons
should be conducted out of present facilities at both international airports for the
foreseeable future.

Following several hearings between the Division cf Aviation and the Anchorage Airoort
Affairs Committee (representing the carriers and major tenants at the airport), this
premise was accepted and future plans and revenue projections were developed around
the assumption.

In accordance with the above, C.1.P. in the amount of $47,785,200.00 to be funded

via revenue bonds were scaled back to $11,987,900.00 with these remaining projects

to be accomplished withi in-house funds. Schedule A 1is attached listing these remain-
ing projects as well as those deleted. It was agreed by the carriers and the Division
of Aviation that this reduced C.1.P. would maintain the integrity of both international
airports for the next two years at least and very possibly for the five and one half
year period under study. c

Several considerations entered into the establishment of revenue fee increases required
to support the C.1.P. contemplated. Foremost, it was assumed that the mission of the
international airports in serving public need was to maintain fiscal integrity while
offering a competitive service at reasonable rates. A rate increase (Schedule B)
covering three areas along with a cash flow analysis (Schedule C) was prepared to provide
minimum but adequate revenue requirements. In doing this, debt earnings ratio is
maintained througnout the period at a level which would permit further bond offerings
should they be required and free funds are established at a level which can provide
additional C.I.P. in the amount of $5,000,000.00 in-house at any time without going

to bonded financing. Thus, significant terminal expansion, 1if reouired in the near
future, could take place without addition to debt or increased rates, and particularly
if A.D.A_P. funds should become available for such projects, major expansion 1is possible

under the same conditions.



Statement by Richard S. -2 -
Fullerton

It should be noted that C.1.P. expansion via the bonded debt route, because of the
covenants relative to debt earnings ratios, can only result in the need for drastically
increased rates and a corresponding weakening of the competitive position of our inter-
national airports as a result of such action.

Rate increases projected in Schedule B would provide additional revenues of approxi-
mately $1,000,000.00 per year in total. The bulk of this ($850,000.00) would result
from a thirty point (.003<t) per gallon increase in fuel concession fees. This increase
involves no additional collection cost and the burden 75% falls on the international
carriers, who are primarily responsible for our need for increased revenues and the
C.T.P. programs they are to be expended on.

Negotiations under this study have been completed with the Department of Highways

to acquire title as of January 1, 1975, to all equipment involved in the Highway
Working Capital Fund and to cake over payment of employees associated with this equip-
ment. This could result in substantial savings to the Division of Aviation through
savings 1in direct operating costs as well as replacement cost due to better and longer
equipment utilization. Schedule D is attached showing funds in the amount of
$972,347.80 due from Highways in addition to the equipment as a result of replacement
fund balances due less charges owed Highways. Terns of payment of this balance are

to be resolved by agreement of the respective Commissioners.

Accounting procedures have been found weak particularly in the area of expenditures
as they relate to funds budgeted for such purposes. Schedule E outlines a program
via the C.P.A. firm of Main Lafrentz and Company to correct this weakness and provide
the Division with current, complete, and continuous accounting data on a computerized
accrual basis. Implementation of this program will cost approximately $150,000.00

to $200,000.00 and will take some fifteen months to become fully operational.

A review of I.B.M. printout data available from Juneau, but not presently utilized

for accounting control purposes, indicates that accounting information required can

be obtained through proper use of this data along with expenditure accrual information,
which can be made available within the Division of Aviation. Such a program is
preferable to the main Lafrentz approach in that it could provide comparable results
wich no duplication of effort or equipment.

Expansion to trunk and secondary airports should be the ultimate goal of this project,
since the need 1is greater there than with the internationals.

Several additional conclusions not covered above have evolved as a result of Ine study.

L. It is of paramount importance that the Division of Aviation in all future rate,
bonding or C.1.P. matters work closely with the Airport Affairs Committee to
assure that such programs have current support of carriers and other tenants
expected to provide increased revenues required.

2. Airport lands should be developed under an adequate, fair and just leasing policy.
The policy should provide that direct aviation activities (air carriers and re-
lated support facilities) who are already supporting the airport with other fees,
will Dbe charged reasonable rates. On the other hand, only lands deemed as not
desirable for aviation use should be available to industrial or non-aviation
related applicants, who should be charged a higher land rental rate comparative
with commercial properties within the respective connunity. These combined rates
will provide maximum revenues and utilization from airport lands with the minimum
cost burden being placed on the carriers and ultimately the rate structure passed

on to the public.
|
|



jy Kicnarc
Fullerton

3. The need to hold airport fees -in the interests of maintaining a competitive
position, particularly with regard to the international carriers, has been
covered above, however, the Greater Anchorage Area Borough taxes personal
property on the airport without regard to the impact either directly or in-
directly on preservation of a competitive rate structure which is the founda-
tion of our present broad revenue base.

The contribution uf the Borough to the airport as a result of these taxes is
limited at best and ever escalating Borough rates rob the airport of a revenue
source that might better serve public need if reflected in the form of lower
costs to the carriers at the airport. Certainly there can be little justifica-
tion for G.A.A.B. having exclusive property tax authority on aircraft fleets
operating to numerous remote areas of the State, many of which could claim equal
justification with G.A.A.B. for tax authority.

4. Security costs represent some forty percent of personnel charges at the inter-
national airports. Cost savings measures of significance have a real potential
in this area. Fairbanks for example has sixty three security people out of a
total employment of ninety three. Estimates are that as many as twenty three
to twenty eight of these could be eliminated with reorganization of security
functions at that plant. In Anchorage security contains seventy six employees
out of a total of one hundred and ninety. At this plant, the best chance for
reduction seems to be in facility redesign, with security operations in mind,
and bye-delegation of certain gate functions to private operations under pay
and direction of the carriers involved.

Under F.A.A. jurisdiction security tends to be pushed beyond the point of
diminishing returns. Much amounts to nothing more than going throucji the motions
without making any serious contribution to real security, however, significant
costs are involved. This is particularly true of requests being made for bush
area security, but it if unfortunately not limited to such areas. Both the air
carriers and the Division should take a strong stand with the F_A_A. relative

to this matter.

A fiscal section should be established within the present Division of Aviation
management framework, direct line of responsibility and accountability to the
Director. This section will be primarily responsible for providing adequate

up to date financial information to Anchorage and Fairbanks International Airports.
Inclusive of expenditure and revenue analysis, on a monthly accrual basis.

Date: March 17, 1975
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SUMMARY SHEET
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Eliminate
Hold for re-evaluation
Hold for re-evaluation

iHold for re-evaluation

Eliminate



April 3, 1975

Commissioner Donald Harris
Department of Public Works
Pouch Z

Juneau, Alaska 99811

Dear Commissioner Harris:

Pursuant to the Speaker of the House®"s charge that th_
House Commerce Committee investigate the circumstances
surrounding the intended cancellation of the Anchorage
Airport International Air Carriers Construction Project,
I am formally requesting copies of all material related
to the project. Let me clarify the above.

1. All means all, not part.

2. Material means written, voice recorded,
and arithmetical calculations.

3. Copies means reproductions. (Seven sets
of copies please, for the seven members
on the committee).

I respectfully request that the above be fully and fac—
tually presented to the office of the House Commerce
Committee no later than the close of business April 4,
1975. This deadline is required to allow reasonable

review time for committee members prior to commencement
of formal hearings on the subject.

Your cooperation in this matter will be appreciated.

Very truly your3,

Bob Bradley

BB/cc
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HOUSE COMMERCE COMMITTEE WILL HOLD HEARING ON CANCELLATION
OF TERMINAL CONSTRUCTION APRIL 7TH, MONDAY 8:00 A.M.
PLEASE ATTEND IF POSSIBLE.

BOB BRADLEY CHAIRMAN



HOUSE COMMERCE COMMITTEE

Hearing on Anchorage Airport

Bradley- I1°1l1 start off with a few opening remarks. The
House Commerce Committee has been requested by the Speaker
of the House to investigate the proposed cancellation of
construction of additional facilities at the Anchorage
International Airport. In our capacity we have made the
attempt to include all the interested parties and have re—
quested all relevant data and have tried to review such.
I think at this time we will ask Commissioner Harris and
individuals who are down here from the Division of Avia—
tion to start off this morning to give us a historical
overview and hopefully ther*ll be members from the bond
committee that we can request testimony and we"ll make
sure industry has the chance to say all theywant to, and
anyone else. Commissioner, can you leadoff and tell wus
what we"re here for.

Commissioner Harris- Mr. Chairman and Cormirttee member, when
first coming into the office of Commissioner, on about the
7th of December the Director of Aviationindicated to me
that the plans were ready to go forth onthe construction
of an international satellite building at Anchorage Inter—
national Airport, and that if we did not proceed we would
lose the, or if we did not pick up a building permit by
the first of February we would lose much of the value of
the design because of a change of the building code in the
Anchorage Borough, and based on other information | had
that they had gone to bid with this project previously,
sue to a feeling of uncertainty in the bond market, |
consulted with the new people 1in this administration.

They advised that it should probably go to bond on the
bond market and sell the bonds, and so we proceeded on
that basis and advertized the job for bids. The bond
committee went on the market for the sale of the bonds,
the sale of the bonds came in at about 7.5 percent, sub-—
sequently we opened the bids on the Anchorage terminal

and during this interval of time, | should say that we had
begun a review of a number of things in regard to inter—
national airports. In this review we contacted all of

the air carriers and asked them to have meetings with us
in regard to the proposed Capital Improvement Program for
upcoming years. We began to get reactions from the air
carriers to the proposed rates on the statement put out
for the issuance of revenue bonds. We proceeded on and
opened the bids for construction of that facility, the
bids came 1in at a quite favorable rate but in the first
open meeting that we had with the air carriers | might say



all the users of the airport other than Japan Airlines and
Duty-free Shoppers indicated that they didn"t want to go
into a new rate structure at this time because of the
economic situation they were looking at the cost of fac—
tors they"d been experiencing over the past year and a
half namely the prime thing was the quadrupling of fuel
costs 1in approximately that period of time. The interna—
tional air carriers were particularly distressed and it"s
my understanding they nave lost, those carriers that use
Anchorage International Airport, and cheir overall opera—
tions have lost, between half a billion and a billion
dollars in the previous years time and that along with the
balance of payments that their national interests were
experiencing it was a very decisive factor in their de—
termination to reduce costs in any way that they could

and they all asked that we not proceed with this facility
at this time, they said that they"d be willing to work to-—
gether 1in rearranging space in the existing facilities cf
the airport until such time as they had the economic fac—
tors within their own business operation better adjusted
so that they could take on some rate increases. That"s
essentially what they said, they all expressed a desire
for having such a facility 1 might say, they never, |1
haven"t seen any indication that they didn"t think a
facility such as that was desirable from any of them. But
everyone 1is looking at increasing cost factors to a magni—
tude that they seem to have a hard time adjusting rates

to keep ahead of the costs. In another meeting on the
16th of March, Japan Airlines, who originally

Bradley- This first meeting you referred to as the Tfirst open
meeting, was this the latter part of February?

Harris- Yes, it was in February. At the March meeting there
were the property people from n<arly every carrier that
uses Anchorage International Airport and it is without
exception now this time, Japan Airlines had reversed their
position, originally they had continued to favor the
building of such a facility. They came 1in on the March
6th meeting and had reversed their position. They"d in—
dicated from the outset that they had wanted the use of
four gates, appr-oximately half of that facility, and when
they had come 1in and reversed their position, we then had
only the duty-free shoppers that indicated they would
still like the go ahead with construction. Their prime
reason was that they wanted more space Tfor their marketing
area in connection witli the airline business. At that
point in time | decided to deal with 1iheir request and
other factors that were indicated, as a result of this
look is a view that we obtained from the situation that
we should probably hold off construction of this facility
to a future time, revise our Capital Improvement Program
for Anchorage and Fairbanks International Airports we feel



till such time as the economics for the user group will
change. One of the major considerations 1in my mind 1is

the fact that Japan Airlines had in the February meeting
said that they would have 80 flights per week to Anchor —
age. In the March meeting they came and sid no, we Te
only going to have 70 flights per week to Anchorage, they
knocked 10 flights 1in that interval of time. They also
indicated in the previous meeting that they planned to

use Vancouver, B.C. as a diversion point rather than Anch-—
orage. Well, 10 flights a week means between $8,500 and
$10,000 per week 1in earnings to the Anchorage Interna—
tional Airport. This is a very decisive indication that
the airlines, with equipment available to them at this
time, have new options available to them in their rout—
ing. They can go directly to the West Coast. This of
course 1is another consideration of what we should do with
the airport at this time. We can see if there are other
carriers that choose to excercise that option, that as the
earnings for the airport drop off the international car—
riers, the domestic carriers are going to have to experi—
ence increased rates to pay for the existing outstanding
bonds, and this 1 considered ber"y undesireable and chose
not to do. I choose at this time not to be faced with
that situation, 1 would like to keep the Anchorage Inter—
national Airport at this time in the most competitive po—
sition possible. I find that by raising the rates only

to cover the increased costs that we"ve experienced is

the best posture we can maintain. That®"s essentially what
I have Mr. Chairman. "Il answer any questions you may
have.

Bradley- Commissioner, are you aware that industry in the past:
several years have been meeting 1in open meetings regard—
ing this construction?.

Harris- Yes, | certainly am.

Bradley- Even to the tune of forty or fifty people, which 1is
a sizable imput?

Harris- Yes, that"s Ll.r'ue, there were at least 3 previous meet—
ings that I am aware of, as well as technical groups that
really weren®"t recorded, they were meeting with represent—
atives of various groups giving their song and dance
trying to give aid in figuring the building that: came out
in the design.

Bradley- Are you aware from any of these meetings whether in—
dustry was stating from a historic note several years ago
that in fact they didn"t want this built.

Harris- There were some of the industry people who indicated



from the outset that they didn"t desire the building.
At the time we made the decision to proceed into it, 1
personally wasn"t aware of that fact, 1 was only made

aware of it at a late time, | became aware of all of the
meetings that had take place. At the time | made the
decision to go into this, I wasn"t aware of all the fac-—

tors involved.

Bradley- Commissioner, we talked about re-routing, because
of new aircrafts that can overfly Anchorage and touch
down on the West Coast information shows you can go as
far as Los Angelos. With that in mind might they just
not do this anyway? Whether we build this facility any—
way? Historically, they®"ve stopped in Anchorage for
fuel. We want to remember our rates haven®"t been in—
creased since "61,is that correct?

Harris- No, it"s not, there were rate changes subsequent to
that, there were rate changes at the time the existing
terminal was built.

Bradley- Do you know the amount ofincreases vis-a-vis 19617
Harris- No, I do not.
Bradley- Do you thinkthat whether we build this building or

not that Anchorage International Airport 1is somewhat in
jeopardy of flyover?

Harris- I think that the airlines will be looking at anything
they can do to reduce their costs and if they have that
option without the penalty of loss of load being too high,
I think that they"ll take the shortest route and go di—
rectly on lo the West Coast. They may excercise that op—
tion. 1 think that"s essentially what JAL told us when
they told us they were reducing their nights from 70 to
60, they were excercising that kind of option.

Bradley- Any questions of the committee? Mr. Wallis.

Wallis- Commissioner, what was the engineer®s estimate on the
project?

Harris- The estimate on the project originally came in at
about 11 million dollars, the estimate we had when we
went 1into the project , the bid was 8.17.

Wallis- What was 1lhe high bis?

Harris- I think the high bid was 1in the neighborhood of 1.1.3
or 11.4.

Wallis- How many bidders bid on the project?

Harris- Eight;



Wallis- So there was a range of 3 million dollars with 8

bidders. Do you see any possibilities of a contractor
suit?
Harris- No, I don X feel that there willbe. We have no in—

dication at all that there will be.

Wallis- Who was the low bidder?

Harris- Lease Company.

Wallis- Are they local?

Harris- They have an office 1in Anchorage, their Home office

is in Seattle.

Wallis- Do you have an estimate on what the engineering design
cost was?

Harris- The design costs were in the neighborhood of $580,000.

Wallis- Do you know how much it cost toput thewhole package
together, what did your bid cost?

Harris- Well, we haven®t any figures broken out on the in-house
cost or the amount of imput from the Division of Aviation,
the total costs involved 1! appears are between 775,000 8
800,000 dollars, that"s for the costs of Jesign and all
of the costs involved in the issuance of chc sale of the

bonds.
Wallis- Haveyou been 1in contact with IIn* Lease Company?
Harris- Yes, the Division of Buildings has been in contact

with the Lease Company-
Wallis- Anc what are their feelings on this?

Harris- Tin Lease Compnay, we"ve notified them that the bids
were going to be rejected, all bids would be rejected.

Wallis- Wi.il there be any attempt to reimburse them for~their
bid costs etc.?

Harris- Theyhaven®t asked for that, originally we had thought
tohold +hem to their bid for an additional 30 days and
they came back and responded that they would hold to their
bid a week past the original schedule without any addi—
tional costs to the state and on the cost that day of
that indicated extension the Lease Company , we, made the
dexision to reject bids and we so notified them.



Bradley- Commissioner, Howard Lease, though it ™ a Seattle

firm, is located in South Muldoon in Anchorage, is that
right?
Harris- Yes, they have a long working experience in the

Anchorage area and 1in Alaska.

Bradley- VThat 1"m getting at is they are located in Anchorage,
have a real sizable operation there, in fact they've
been doing some real big projects for the U of A, 1is that
correct? Yes, that"s probably their biggest job going on
in town or is it?

Harris- I can"t tell you, T know that they did the original
Penneys Garage and | know that they®ve been there since
that time and done a great amount of work 1in Anchorage.

Bradley- Commissioner, | see Heinz nodding his head that |
guess the U of A projects ai-"e their biggest ones. The
reason for bringing this up is it appears they"ve had
substantial economic intercours with the state, and Mr.
Wallis seems to indicate that it"s sort of 1 guess
standard operating procedure to try and get something
out of this. It might be sort of unusual if they didn"t
sort of growl and say, well, we"re gonna contact our
attorney and we"ll see you in court, because we"re going
to lose X amount of dollars over this and of course you
guys asked us for the bid, then when we signed all the
papers you come back and say we can"t make this profit
that we had plugged in. There"s been no real part on
the state to say look, be understanding with us at this
point because in fact you"ve been involved 1in a number ol
Capital Improvement Programs with us in the past, and 1in
fact we"ve liked your style, so why not let us oft the
hook. You know what: 1"m getting at?

Harris- Yes, there®"s been no attempt on the part of the
Department of Public Works to approach the contractor in
that manner, not at all, nothing except the notification.
First we asked them to extend the award time period,
they said well they came back and said how long do you
want to extend it and we said 1ideally 30 days. They said
if you want thirty days then we think we should bid, well
youshouJdd pay for our bidding costs at least if you do
decide to reject, what , well you should at least be paying
for our bidding costs, and perhaps some inflation factor
for that period of time. The Director of the Division of
Buildings 1in the course of his communication asked them
all it they would consider it, a lesser period and they
said well they would consider allowing us an additional
week without payint any cost considerations involved.

That as | previously told you 1is the option wo chose.



Bradley- Thank you Commissioner, Mr. Wallis.

Wallis- What were the domestic carriers versus the internation—
al carriers, what®"s their difference in opinion?

Harris- The fees levied are the same rate for all carriers, the
fee schedule that was written up for the official statement
for the sale of the bonds, the schedule that was proposed
by the Division of Aviation would have put about 70% of
the burden of the increase in rates upon the domestic
carriers, and of course this wasn"t favored by the domes—
tic carriers. Subsequent to that we went in and bid some
work in relation to rates and soon we"d come up with pro—
posed changes in the method of rates that we indicated
we would imposed, and we had planned to impose a rate
schedule that would have effectively increased the rates
on fuel flowage which would have had the effect to put
in approximately 67% of the rate increase on the inter—
national carriers.

Wr.llis- Under the new rate we have the domestic carriers pick—
ing up 70% of the fees, what is it now?

Harris- At the present time | think 1°d refer to Heinz Noonan
on that, 1 don®"t have that in mind Mr. Wallis.

Noonan- You mean in terms of the total picture?

Wallis- Yes, we have under the new rate increase where the do—
mestic carriers would pick up 70% of the fees and the in-—
ternational carriers 30%. What was it at the old rate or

existing rate?

Noonan- At the present or existing rate now? We levy at 3/10
of a cent fuel increase and it"s effective April Tfirst, and
again the burden of that 3/10 of a cent, 62/2% falls on
the foreign carriers, 11.8 falls on the U.S. international
carriers and 26% falls on the domestic air carriers. If
you shift the burden and increase the landing fee, it has
the exact opposite effect. The heavy burden of 65% would
fall on the domestic carrier3 and 24% on the foreign car—
riers and 11% on the U.S. international carriers.

Wallis- Are all the internationls using bonded fuel?

Noonan- The way the fuel prices are at the present time there
really isn"t much difference of costs.

Bradley- Commissioner, you have currently under youremploy a
guy by the name of Peck, Jack Peck. What is he, wi Lh the
Division of Aviation?

Harris- Director of the Division of Aviation, yes.

Bradley- Not to pose aleading question, but he®"s a knowledg-
able guy 1isn"t he?



Harris- Well, Jack Peck has been associated with the airline
industry in Alaska for 39 years, he was the International
Airport manager for a period of time before he went into
the position he now holds.

Bradley- The reason why 1"m asking this 1is, in a conversation
he had on February 10, 1975 he says there hasn®"t been any
landing fee increases for 15 or 17 years.

Harris- I think that on landing fee increases that might be
true but with that there was 1imposed a £ fuel flowage
fee and the time the time the new satellite building was
built. That could be true in the case of the landing fee.

Bradley- This landing fee, 1is that the biggest fee that the
airlines,

Noonan-  fuel fees, fuel flowage fees

Bradley- because of volume?

Noonan- Yes sir.

Bradley- And then number two would be the landing fees?

Noonan- That"s right, then woould come the concession fees and
terminal building rental fees.

Bradley- So it"s only because the uniqueness of the oil crisis
that it"s an international crisis that the fuel flowage
fee has gotten really out of hand with fuel gone up three
tiines.

Harris- 1 think it"s four

Bradley-Then four, really it"s increased price to the airlines.
Is there any more questions, Mr. Urion.

Urion- Don, when was this project first conceived of?

Harris- Approximately three years ago discussions were begun
with the air carriers with the Division of Aviation in
regard to the planning of such a facility. It could have been
something going on previously to that that I"m not aware of.

urion- When was it approved or bond issues approved to go ahead
with the project?

Harris- It was approved 1in January of this year to proceed with
the 1issuance of bonds and to put the project up to bid.

Urion- You You had the enginnering done prior to this? You
had planned for something?

Harris- Yes



Urion- When was the engineering done?
Harris- I M not sure of that, Heinz are you?

Noonan- The engineering was done about roughly 6 to 9 months
previous to that done by Northwest Architects and Associates
and there was a previous study done by the Division of aviation
before it was turned over to the engineering design firm.

Urion- During that or sometime during that time period, or let
me ask the question, were the air carriers always opposed
to the project?

Noonan- Some of them did, 1| beleive that some of the carriers
had never favored the project, two specific carriers there
were Flying Tigers and Northwest Orient Airlines , they are
both domestic carriers and international carriers.

Urion- Those "I'w always opposed it, the others didn"t? What made
them change their minds? Evidently you had come up with,
your engineering costs had, were estimated as 11 million, the
bid was 8.7. The bonds sold for 7.5 and you probably estimated
somewhat lower, but your costs weren"t even 1in the ball park.

Harris- The square foot cost on that was 66 dollars per square
foot, which we didn"t fee] was out of line, in these times
for that construction.

Urion - Rut you knew fairly well 1in advance or you had a good
idea probably well in advance as to how much the project
was going to cost and evidently you told the air carriers
weren"t made aware of this.

Harris - 1°ve been told that the air carriers that it was indi—
cated to the air carriers down througn the years there would
be little or no increase 1in rates duing the building, |
don"t find anything 1in writing that indicates so but 1"ve
been told that from a variecy of soures. There 1is one thing
tnat I might say 1in this regard and that 1is that the inter—
national aipport 1is along with everything else has suffered
considerably in the way of cost increases, the operation
and maintenance of the airports, and we are looking at the
requirement for 800 htousand dollars 1in rate increases just
to pay for the increased cost of keeping the bond coverage
required under the previous 1issues. Rut we had proposed
to raise the rates if we were to og into theis design to
bring in some 2.4 million to cover the increased costs the
bond coverage required for the mext four years priod.

Urion- When was this 11 million dollar engineering estimate on
the project?

Harris - Well, 1 beleinve that ti was arrived at the time the
plan was finalized for the building.



Urion - When would that have been?

Noonan - Approximately 1in the latter part of December, there
was one estimate done in October, revised in November, and
finalized in December.

Urion - What was the October estimate?

Noonan - It was the, there were some small changes 1 think, it
was around 10.8 and the final one was 11.1. It was just
escalation and reflected field prices and escalation and
some other areas had a heavy impact on the building. We
wanted to have a pretty current estimate.

Urion - Don, at no time do you know of did you predecessor in—
dicate to the carriers that ther®d be an increase necessary
to cover cost of thisming?

Harris - I"m not aware ofit, i don"t find any indication of
it, in any of the hearings that were held. I"m told that
the, it was indicated the carriers down through the planning

from the inception of this program it was indicated the
carriers that they wouldn"t have any rate 1increases of any
magnitude for the cost of such a program.

Noonan - There is a letter available from JAL thanking the
division of Aviation that there would be no increase in land—
ing fees and that was beought up in some other previous
meeting. It*s the only record | can find where JAL did respond.

Urion - When did JAL say they were going to have 80 flights per~
week and then they changed it to 707?

Harris - At the February 10th meeting they indicated to us that
they planned to have 80 flights per week through Anchorage
this summer and they said we have 8 to 10 flights That are
optional. I believe they were charter flights, and they had
discression in how they oruted those Tflights, so lie said we
can guarantee we require this striclty verbal, we can guaran—
tee 80 flights per week this summer, On the March 6th meeting
they indicated they were going to be having 70 flights a
week through Anchorage.

Urion - How manyare they having presently? How many flights a
week?
Noonan- They®"re dro"lpping off at just, just before |1 came up here

yesterday | was told by the airport manager Mr. Jensen that
apparently they are dropping some addistional Tflights to
lower 70 and are diverting them to Vancouver, and that along
with JAL there are four other international air carriers
going right to Vancouver at the present time and | asked him
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for the specific airlines but he said he would wire me this
morning. But Vancouver 1is in the process of expanding their
airport tremendously and 1 talked with the airport manager
there in V-.ricouver and he, they®"re right now in the process
of building between a 15 and 10 million dollar brand new
terminal and he made the mention that they are soliciting air
carriers travelling thorugh Anchorage International Airport
to divert to Vancouver, and the rates that are ver competi—
tive and 1"ve got the landing fees a little higher accouring
to international carriers but for domestic carriers they

only have a 1C fuel flowage fee. Terminal fees are a little
bit higher, no custom charges, 1it"s a better airport, in

most ways, it carries 5 million passengers a year and exonomy
in terms of labor alone could save JAL quite a bit of money,
and so it"s, | don"t know how aggressive but he said they were
very aggresive , he said we need additional flights to get
the terminal on the go. He gave me all of the rates and |
made a comparison.

Harris - The one factor that we haven®t brought up is that the
airlines, they look at their total the way that they figure
costs on an airport 1is what it costs primarily the way they
figure the costs to board a passenger in the airport, all
the costs involved in putting a passenger on board an air—
plane and even though our rates are quite competitive
the other rates that are involved in opeerating i.n Anchorage
are evidently such that it"s a deciding factor in what these
airlines that have an option choose to do.

Urion - What would happen if you went ahead with the project and
didn"t increase rates to the airlines, where would you be?

Harris - Well, we would have, by moving in all of the Internation—
al flight operations to the new terminal facility, we would
have emptied the approximately 55,000 square I t of existing
space 1in the existing facilities, which in the short period
of time any indications from the domestic carriers that they
would have been pickinf up that space, so with the effect,
what it would have been, we would have been maintaining and
heating space that we had no earnings on, that we presently
have earnings on. The earnings on that space at this time
is in the range of 5 or- G hundred thousand dollars a year.

Urion - Didn"t, they realize this belore?

Harris - 1 can"t tell you frankly, 1 don®"t know, whether they took
this into consideration and 1"m sure that it must have been
taken 1into consideration. I"m not sure they were aware of
the magnitude of it: or perhaps with the rate projection, ths=»
rate of growth projection they were working with they
thought that they would g?t people to pick up that space, in
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Urion

Harri

the interval of construction of the new satellite, | think
that this is one of the things we"re looking at is whether
we"re gonna have those growth rates that were being, that

that construction was predicted on.

- OK, so if we"ve gone ahead of the project and we"ve
emptied 55,000 square feet of the existing facility, what
wouls 1t have done to our costs versus revenue? Whwere
would we be?

s - | would refer you to Heinz on this, he"s been involved
in the work up on it.

Noonan - By shifting the operations you wouldn"t accumulate any

Urion

Bradl

more, 1in other words, the revenues, you wouldn®"t have any

more revenue, only 18% of the new ternimal building was
revenue earning, 1in other words lease space, where in the oth-—
er building at the present terminal we have 45% so as we
estimated that to come out you know, if you rented the 18%

of the entire building then 1"d say in the 10 to 15 yaer
amortization achedule it came out 31,000 square footage, you-"d
have to rent the building at at the present time we charge
$8.25 in the old building so some adjustments were made in
terms oi a hook-up fee where the air carrier , if they, by us
buying the jetways, a docking fee of half 15< per thousand
pounds of the airplane and that would bring us up to $20

per square foot: but that jJjust to keep the building self-sus—
taining, wo had otherwise with the increased losses in Fair—
banks, we would have fallen below the minimum debt ceiling on
our bonds within a one or two year period, but you wouldn®"t

have gained any additional revenues. The only revenue thai
we"ve* talked about that wo could have gained is how much the
duty-free shop is losing right now. You know because of

crowded conditions, and split operations because if in the
duty-free shop 1is the center of the concourse and then it has
a split operation near where it sells the liquor now, and so
many flights come in and 1its often very crowded. We"vo ask—
ed Mr. Lyons the presiciont of the duty-free shop what the
revenue and how much he loses and he said it"s pretty hard to
estimate, he said maybe another 5 or 6% that wo can add in
terms ol revenue but that would be the onLy additional revenue
componenet that you would be adding on to.

- So that the onlv one who was reeilly happy with the new
proposal was the duty-free shop?

Noonan - The duty-free shop, which brings in approximately 1.3
million, no 1.5 million dollars a year considering Anchorage
and Fairbanks. Fairbanks has only 23,000 dollars.
ey - Commissioner, r guess we don"t have nay Letters on file

saying from the carriers, saying, they were 1in favor® of this at
nay point? Right? 1 couldn®t find any.

12



Harris - 1 M not aware of any letters that were generated if they
are in the files of Aviation, 1°m certainly not aware of them.

Bradley - But of course they had meetings historically,
Harris - I"m certainly aware of those that you have reports on.
Bradley - Well, maybe industry when there"s, well, does industry

ever go on record as being for something that could increase
costs to them, | mean obviously they weren"t on record
against it because it got locked 1in, we"ve got just tons of
letters saying they didn"t want it but 1 mean, I1"m trying to,
Was this a scheme by the Division of Avialtion to ge to build
a big dinosaur out there, was the need there and then they
said well sure we"ll include you guts in and the industry
sort of came because they figured well there"s nothing better
to do and we"ll just go along and placate the Division of
Avialtion and somewhat participate and | guess if it really
looks like the State"s gonna build this then we can say no,
was there any sort of tacit approval?

Harris - 1 think that some of the carriers were looking forward
to increased space, they evidently indicated so the projec—
tions that the airport that were made indicated that by 1978
there would be a demand for 1 think 8 additional gates, and
that"s what this design was based on. I think there was,
back 3 years, indication that they should be planning for such
a Tacility, to acornodate the traffic, essentially, the carriers
have said in nearly every instance, the international carriers
have said vyes, we would like to have the facility, but the
cost factor that we are experiencing, we don"t want you to
impose the rates at this time.

Bradley - So they were told, they were led to believe that in fact
there wasn®t going to be any increases based on the building.

Harris - 1°m not prepared to say that they were told that there
wouldn®"t be any increase but | think that they thought il would
be a very small increase 1in cost.

Bradley - Was lie building always going to bo built through revenue
bonds?
Harris - Yes.

Bradley - And ol course revenue bonds, can you explain that for
us, how that differs from obligation bonds?

Harris - Well revenue bonds are based on the earning capability
ol the facility that issues them andthey are retired
strictly out of the earnings of thatfacility whatever it
might be.

Bradley - OK, in this case then was revenue bonds being sold for
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Harri

the construction of a satellite building the only people
you have who can pay it are the airlines, 1is that correct?

s - The users of the airport whatever they might be. There
ure some industrial users that are only marginally conected
with the industry. There are a number of land leases to

operators on the airports that aren"t necessarily connected
with the industry directly.

Bradley - Correct me if I"m wrong but this building was always

Harri

going to be built by revenue bonds, and at least in this case
the only people primarily to pay for those bonds were the

air carriers and one might, the reasonable and prudent busi —
ness manager might presume that in fact that that he was
paying X amount here they were going to float a bond and
build a building you know they®"re goona have to so that was
changing the structure of payment. The reasonable man might
presume that in fact rates, he"s gonna have to pay it right
in a reflective fashion so that the presumption should pro—
bably be the, uh, number one, industry was going to have to
pay for that building and number two, because of the payments
coming onto already existing payments that rates would,
couln"t very well stay where they were, they couldn®"t very

well go down so they probably would have to go up. Is that
unfair?
s - I don"t think so under the normal conditions . I think

that really what they were looking at in the case of this air—
port 1is that they were 1looking at increases use proiections

of a magnitude that evidently the people 1in Aviation thought
that just the increased revenues, because of use, it would
gain most of i:he revenue that was required withoutthe 1increase
in rate, the thing that 1 don"t believe was taken into con-—
sideration was that the proper extent was in the 1increased
cost to operate the airport, the FAA had come 1in with an

ever increasing security program the cost of the magnitude

of the, which is gratly impacted the cost picture of the
airports, and 1in conjunction with that well, the personal
service increases that have been experienced | don"t beleive
were contemplated at the time that the original planning

got off the ground.

Bradley - Are the domestic airlines such as Wien, Western, the

Harri

two in the south 48 and Alaska Airlines, what Delta, well

i'm thinking about Continental now 1is tying in with Alaska
Airlines from Texas and isn"t it Braniif with Western or

vice versa or something like that now those guys looking at an
increase in business?

s - Well certainly there"s been an considerable increase
recently 1in domestic travel primarily due to the pipeline.

Bradley - Have you projected that at all in the next couple three

or five fears?
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Noonan - Yes, one thing that |1 might add that in relation to the
terminal satellite that the major user revenue source was
supposed to be the duty-free shop, and it and the surrounding
economics in building the new satellite was by putting the
new duty-free shop, relocating it and making a better, larger
one, giving it 6,000 square feet rather than having it on
the 2,000 sqgiare feet, right now you have that much more
earning capability, and it to this effect, various increases
were cranked in that made it very feasible to build the
building. In my own observation 1°be projected 10 to 15%,
however, a predecessor who did a study generated around 30%
and the latest if we were to go ahead with the building with
Joe Lyons who is the president of the duty-free shop and
Mr. Polaro who is the chairman of the Board, their increases
right now are less than 10%. In other words they are ex—
periencing in the dury-free shop area has been between 20
and 60% per annum, and it"s juust leveling not only just
leveling off but it"s declined, the recent decline is that
the Japanesse people cna"t take as much money out of the
country as they used to, the Japanese economy is in a very
sort of a resecssionary state, plus the travelling situarion
you know is in a very critical condition so they"be lowered
their estimate consieerably and I have both of, they made an
estimate that Feb. 10th meeting and March 6th meeting and
again they estimated that they were a lot lower the last
meeting.

Harris - 1 think that it"s fair to say that the International
Carriers would have liked to have had this building if the
domestic carriers would have pScked up the cost of 1it, the
bulk of the cost. I think that what we"be been looking at
is considerably increased cost for Alaskans in rates that
they would experience 1in domestic carriers, there®"s no
reason to beleive that they can pay those costs without
passing them on. This in my mind is what 1is essential to
the point 1in time to keep that airport most or those airports,
both Anchorage and Fairbanks in the most competitive posi—
tion possible. I think that between 80 and 90% of all of the
air traffic in the state is gen erated from those airports
and all the outlying areas and any 1increase in cost are just
going to impose a burden on 1in the user, consumelr in every
case. And if we reaise rates and discouraged international
carriers well then of course we"re going to have to go into
increased rates structure for the domestic carriers in ofder
to maintain coverage on exisit®g bond issues there for theis
time.

Wallis - With the international carriers are most othc carriers
utilizint the international airport, are they the polar
flights and the overseas flights? Do we have any idea what
the difference in dlights would be if they landed in Anchor—
age versus landing in Vancouver?

Harris - | don"t have the mileage.
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Noonan - From what I*be gathered again from Mr. Jensen talding
with people before | came here, approximately 2 to 2 1/2
hours for flight time and these are

Wallis - How much fuel per hour do they use? Roughly?

Northwest Orient Representative - What kind are you talking about?
Noonan - a 747

NW representative - 1°d say about a thousand pounds.

Wallis - So with the extra cost in fuel they"re willing to

swallow that extra cost in fuel versus th e milege versus
the increased landing fees.
Harris - 1 asume

Wallis - and the increased cost in fees would be considerably less
it would seem to me that perhaps this is a scare tactic.

Noonan - It would very well be and in talkin with Mr. Cotini from
Air France he thought the same way but whether it is or
whether it isn"t it reamins to be seen. How much of their

flights they"re really diverting permanently.

Harris - On the other hand the other costs that are involbed
or the diffence 1in costs that are involved with the two air—
ports we haven®"t made an assesment of all the factors that
are involved such as the cost of cresa to servic e aircraft,
we have none of that information at hand, it could be or
make a significant differnce with all of the
factores involved it could make that airport looked upon much
more Tavorably.

Wallis - What 1increased costs in crews would there be? Why
would they have to increase their cres to take care of it?

Harris - Just the difference in cost of hiring wages 1in BC ver—
sus wages 1in Anchorage, all of the other factors involved.

Wallis - Juct to go beck to another topic Mr. Chairman, again on
the contractor suit, has the Attorney General looked at this?

Harris - They®"be looked at it but 1 don"t believe they looked
at it form the point of a suit from the contractor.

Wallis - With the new incresed rate structure if the building
was gone ahead your domestic carriers would be picking up
70% of the costs.
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MEMORANDUM Stale of Alaska

DEPARTMENT OF PUBLIC WORKS

TO: Donald Harris, Commissioner DATE:
Department of Public Works
FILE NO:
TELEPHONE NO:
FROM: dA SUB 'ECT:
WIllliam H. Race, P.E.
Di rector
Division of Buildings
Juneau

We have consulted with the architects regarding the above project,

has been determined

to redesign and make minor changes.

it would cost an additional

April 4, 1975

DB-13-0799

Anchorage International Airport

Passenger Terminal - Satellite
Addition

it

$250,000 for the architects
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FROM:

VItMORANDUM

TO: Emmitt L. Wilson date: November 22, 1974
Chai rman
Airport Revenue Bond Committee FILE NO:
TELEPHONE NO:
Buel A Ta art A
99 subject: Airport Revenue Bond Sale
Commissioner y -
Department of Public Works
This will confirm my verbal disapproval of the airport revenue bond sale
slated for December 4, 1974. The reasons for the cancellation of this
sale are as follows:
1. I was not satisfied as to the coverage that
would occur in 1977 according to the difference
between expenditures and revenues.
2. The figures have been juggled by too many people
and | could not reconcile myself as to the
actual coverage that would occur.
3. I feel that it is better to have meetings with
all airlines and a specific rate increase agreed
before any bonds arc sold. These meetings will
be held directly after the first of the year and,
after this, new figures will be available.

State of Alaska



RCA ALASKA CO*" MI LCATIONS, INC.
PHONE: 586-6440
TUNKAU, ALASKA 99801

06061 ML JUNEAU ALASKA 50 04-04 0425P PDT

PMS REP BOB BRADLEY CHAIRMAN HOUSE COMMERCE COMMITTEE
JUN v i 1%

AS YOUR LEGISLATIVE ASSISTANT WAS ADVISED

I HAVE A CONFLICT AND CAN NOT ATTEND THE HEARING
SCHEDULED FOR SAM MONDAY ON THE ANCHORAGE INTERNATIONAL
AIRPORT BILL. I WILL BE AVAILABLE AT MORE OR LESS YOUR
CONVENIENCE AFTER APRIL 15.

ERIC WOHLFORTH



A ALASK: I SS.CATIONS, INC. T 3,
PHOrE: 586-6440 “ ri9 m.
HJ™_AU, ALASKA 99801 '

02100 NL ANCHORAGE ALASKA 149 34-04 0615P ADT
PMS REP BOB BRADLEY
jun * 351
DEAR LEGISLATOR BOB

HEW INTERNATIONAL TERMINAL WOULD BE A TREMENDOUS ADDITION

TO ANCHORAGE AND WOULD RELIEVE CROWDED CONDITIONS DURING

PEAK PERIOD. HOWEVER DUE TO ECONOMIC SITUATIONS)

THE WORLD TODAY THE AIRLINES CANNOT AT THIS TIME AFFORD THE
INCREASE IN OPERATIONAL COSTS THE STRUCTURE WOULD ENTAIL.

DOMINATE PRIORITY AT ANCHORAGE INTERNATIONAL IS THF

ESTABLISHMENT OF A NORTH/SOUTH RUNWAY VITAL TO THF FUTURE OF

THE AIRPORT AND CRUCIAL TO INCREASING TRAFFIC WHICH IN

TURN PAVES THE WAY IN AFFORDING NEW GROUND FACILITIES.

MODERN AIRCRAFT DESIGN WILL ALLOW OVER FLIGHTS OF ANCHORAGE IF WE
GIVE THE INTERNATIONAL AIRLINES REASON OR CAUSE TO DO SO PY
IGNORING RESPONSIBLE LANDING STRIP SAFETY CONCERNS OF PILOTS

AND CREWS THAT HAVE REPEAIELLY WARNED OF THF NEED FOR THIS
ADDITIONAL RUNWAY. OUR CHAMBER IS IN UNANIMOUS AGREEMENT ON
PF.IORTY OF IMMEDIATE CONSTRUCTION OF A NORTH/SOUTH RUNWAY.

WILL BE AVAILABLE MONDAY IN JUNEAU.

BILL BORLAND GREATER ANCHORAGE CHAMBER OF COMMERCE
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02083 NL ANCHORAGE AK 50 04-04 213P ADT
PMS REPRESENTATIVE BOB BRADLEY
0330
CHAIRMAN HOUSE COMMERCE COMMITTEE
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REGRET UNABLE ATTEND COMMITTEE HEARINGS APRIL

LEO E GOFF/AIR FRANCE
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President

Alaska Telephone Association

600 . International Airport "<oad
Anchorazo, \laska 90503

Wear "r . Pror.idcnt,

The 1iiouio Coi.riorce Committee vrill he
holdin* hearings on *13 10 relntinc to teleohona
utilities on Thursday March 13 at 8 a. r. The
heard n.* <eJill he hell in rcon 203 of the Asr.onhly
Euildi.ru* in Juneau. Testimony rill he hoard
at this tine.

Sincerely,
S \
Y/ N
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THE FOLLOWING DOCUMENT(S) MAY NOT FILM
LEGIBLY BECAUSE OF POOR QUALITY OF THE
ORIGINAL.



/\ ® ikilj?/" L GE€HNTS3SGS&KS
Uwksr /y /A

™ Ken Spratn uMauan  Janesu Da* Harch 12<s~75
BUI Goodins

From Andrew R. Sarisky Lee*«an Anchnnsge T<,-5"r»

su>c» Rouse BfIT No. 19 by Representa-ttve Swsnson - Corasfttee Hearing
4 p.B_ Pferch 13.

Please dillver the- following message to either Herb Cotton, Gordon
Parker, John ftocsel 1 er Henry Pratt before this afternoon®s hearing.
(Gordon Parker fs staying at the Boraunff.)

The proposed- requirement (Section 42.20.170)r which would dn away

with liability for telephone service charges ff they we trot billed
within sixty days, ts arbitrary and net based upon eny darts or studies
supporting the sfxty-day limitation. As a matter of fact, the
established industry practices and standards, and the details Involved
in the billing cycles clearly require ware than sixty days to permit
billing of the v-rrious types of telephone charges. The section fs not
clear as to whether or not telephone service charges are the monthly
recurring charges. An attempt, to circumscribe this arbitrary period
without foundation or support 1s an Invasion of the business and roanageraent.
of telephone companies,, and there 1is serious question as to whether or
not this extreme actloD proposed to the legislature can in fact legally
discharge the liability to pay for telephone services, and may be an

intervention into a contract relationship and the right to contract.

The proposed Section 42.20.TGU unjustifiably and without any legaT

authority would have each customer wake a unilateral deduction of

telephone service charges for each day that a telephone Is inoperative*

. Pagf 1.
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