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Senator Vic Fischer
Page 4
March 23., 1982

Sec. 13. The Department of Administration is required to
solicit bids by sending notices to all bidders on the
certified Alaska bidders list and the department may limit
solicitation of bids. Under existing law the department 1is
required to send notices to known active prospective bidders
and the department is not authorized to limit solicitation

of bids.

Sec. 14. A contract for $50,000 or more for the operation
of a transportation system for students is subject to
competitive bid requirements. Under existing law this type
of contract is exempt from the bid requirements.

Sec. 15. Besides the requirements of existing law, to
qualify as an Alaska bidder a person may not be delinquent
in the payment of state taxes and must maintain inventories
or facilities in support of business activities in the

state.

Sec. 16. The bidding preferences do not apply to contracts
that are less than $50,000 of the Department of Transportation
and Public Facilities. Under existing law the Alaska bidders
preference does not apply to contracts that exceed $5,000.

Sec. 17. A contract for $50,000 or more for products or
services of a sheltered workshop operating iIn the state is
subject to competitive bid requirements. Under existing law
this type of contract is exempt from the bid requirements.

Sec. 18. The Department of Administration is required to
compile and update a certified Alaska bidders list, a certi-
fied minority bidders list, a certified women bidders list,
and a certified Viet Nam veterans bidders list. To qualify
for a certified list, other than the Alaska bidders list, a
person must be on the certified Alaska bidders list and have
a business with at least 85 percent of its interest benefi-
cially owned or 85 percent of its voting interest owned by
the type of person for which the preference is granted. In
addition, the daily operations of the business must be
controlled by the type of person for which the preference is
granted. The bidders preferences do not apply to contracts
involving federal money if the application of a bidding
preference would violate federal law or program guidelines.
These are new provisions.



Senator Vic Fischer
Page 5
March 23, 1982

Sec. 19. Execpt for the bidding preferences of AS 37.05.-
230, a contract for which .competitive bids are required
shall be awarded by the Department of Administration to the
lowest responsible bidder. eUnder existing law there 1is a
preference for Alaska bidders only.

Sec. 20. A prime contractor must name the principal subcon-
tractors he intends to use when submitting a bid. After a
bid is awarded the subscontractors may be changed only for
cause. "Principal subcontractor™ is defined. This Is a new

provision.

Sec. 21. At least 20 percent of the money under a contract
awarded through the competitve bid process shall be paid to
subcontractors on the certified minority bidders list,
certified women bidders list, or certified Viet Nam veterans
bidders list unless no subcontractor on those lists is avail
able. A prime contractor must identify subcontractors on
the lists that he intends to use when submitting his bid.
These are new provisions.

Sec. 22. If a bid is awarded under the competitive bid
requirements, a proposed substitution for a subcontractor
named in the bid shall be submitted to the Department of
Administration for approval. This iIs a new provision.

Sec. 23. The Department of Administration is required to
prepare a report on contracts awarded in accordance with a
bidders preference for minority bidders, women bidders, or
Viet Nam veterans bidders by state agencies, the University
of Alaska, municipalities, and other entities. The report
shall be submitted to the Senate State Affairs Committee and
the House State Affairs Committee. This 1isa new provision.

Sec. 24. If the amount of state money used to finance a
contract of the University of Alaska is $50,000 or more the
competitive bidding and preference provisions of AS 37.05.-
230(1) apply. This 1is new.

Sec. 25. If the amount of state money used to finance a
contract of a non-profit corporation is $50,000 or more, the
bidding and preference provisions of AS 37.05.230(1) apply.
This 1s new.



*

_ h ewST™ b e " e * FRVYPVRY
g1.$ﬁim M-

enator Vic Fischer
Page 6 -
March 23, 1982

Sec. 26. To qualify for receipt of a grant, a municipality
must comply with the bidding and preference provisions of
AS 37.05.230(1) 1in the award"of. a contract if $50,000 or
more of the contract is financed with the grant or other
state money. This is a new requirement.

Sec. 27. To qualify for receipt of a grant, a named
recipient must comply with the bidding and preference_
provisions of AS 37.05.230(1) in the award of a contract if
$50,000 or more of the contract is financed with the grant
or other state money. This is a new requirement.

Sec. 28. In the awarding of a contract to an entity in an
unincorporated community the Department of Community and
Regional Affairs must determine if there is an incorporated
entity that will agree, along with other things required by
existing law, to award any contract of $50,000 or more
financed by the grant iIn accordance with the bidding and
preference provisions of AS 37.05.230(1).

Sec. 29. Technical amendments are made to the section
providing for a waiver of provisions regarding public
contracts iIn an area impacted by an economic disaster so
that citations are to sections dealing with contracts of
under $50,000.

Sec. 30. The hill is effective July 1, 1982.

TBCrijb



FISCAL NOTE ANALYSIS CF B 415

As stated, in the narrative of our fiscal note, onSB 415, the fiscal
impact of this bill is difficult to analyze.

We have suggested that the cost of goods and services might increase by
as much as 10% or $6,000,000 in FY 83 (10% of $60.0 million = $6.C million).

This is based on a couple of assumptions, first the National Association
of State Purchasing O fficials has indicated that preferences raise costs
proportionate with the preference. This is difficult to substantiate based
upon this assumption alone, there is currently a 56 preference atthis time
and increasing the preference to 10% is only a 5% increase, (i.e. 5 of $6.0
million = $3.0 million).

However, the second assumption is based upon the theory that out-of-state
and in some cases in-state business may be reluctant to go through the bidding
process if they are competing against a preference from 10 to 15 percent.

It is difficult to prove that people have stopped submitting bids for
this reason, hut some vendorshave expressed this as a reason.

Possibly the best way to depict how these particular preferences might
effect competition and prices is with some hypothetical examples.

EXAMPLE ifl
Bid Price
Out-of-State Bidder $10,000.00
Certified Alaska Bidder $11,000.00
Certified Alaska Minority Bidder $11,500.00 *Winner: If bidder
is willing to drop
price by 5% or to
$11,000.00.
*This represents a 10% increase.
EXAMPLE #2
Bid Price
Out-of-State Bidder’ No Bid
Certified Alaska Bidder $11,000.00
Certified Alaska Minority Bidder $12,650.00 *Winner: If bidder

is willing to drop
price by 5% or to
$12,100.00.

*This represents a 10% increase over the low bidder, but, a 21% increase over
the original out-of-state bidder.

GE/bab
GSS2AElL



EXAVPLE H3

Bid Price
Out-of-State Bidder No Bid

Certified Alaska Bidder No Bid -»
Certified Minority Bidder $12,650.00 or higher *

*This represents a 26.5% increase over the original out-of-state bid. At this
point the bidder will realize that there is no competition. The bidder may
play it safe and only bid 15% higher than the suspected competition, but again
the bidder may just as likely increase the price still further.

These examples indicate that a 10% increase may be conservative. It is
not the Alaska or minority preferences which seem to be the cause for the
dramatic increase but the lack of competition caused by the preference. The
preferred bidders feel more secure and have less incentive to submit their
best price when a free competitive market is absent.

| hope this explains in some detail how we arrived at the present figures
for the fiscal note on SB 415. The figures could be higher or lov/er depending
on which set of assumptions people choose to use. However, | still believe
our fiscal note may be conservative, in that it only includes goods and services
procured by the State and does not take in account the fiscal impact that this
bill may present to construction contracts or municipal grants.

The increased costs which vwe have identified will have to be absorbed by
each individual agency. The fiscal note is not a.request for an additional
appropriation to the Department of Admin;stration or any other department, but

reflects what we estimate the costs that this bill could be to all State
agencies. This will be reflected in their reduced purchasing capabilities.
Agencies will either find additional funding within their existing budgets or

procure less goods and service or in some case not procure those services at
this time and submit larger budget requests in future years.

As a further clarification of our fiscal estimate of this bill we will
submit two fiscal notes. The first will indicate the potential fiscal impact
this bill will have on the Division of General Services and Supply. The other
fiscal note will be our estimate of the fiscal impact to all State agencies,
as reflected in their reduced purchasing capabilities.

GE/bab
GSS2A/E2



(The National Association of State Purchasing O fficials, who oppose
any local preference statutes, estimate that a bidder's preference
raises the cost of doing business proportionate with the preference.)

From a purely professional purchasing standpoint vendor preferences
are not condwsive to good purchasing practice nor in the purchaser's
best interest. He are sympathetic to the idea of stimulating
various sectors of business, however we 00 not believe this is the
correct vehicle. A vendor preference is a weak and easy approach
to the problem which will"nol: solve it. The preference is little
monPTtraii a Lirken-ggrttrre of appeasement to an interest gEHIlpir—"
Open competition is the backbone of our free market system. To
reduce or eliminate it adversely affects everyone.

PURCHASING PREFERENCES

PRO's CON' s

New jobs are created. - Arguably unconstitutional as a
barrier to interstate commerce.

Businesses are encouraged to

locate within the State. - In direct conflict with the
principles of competition and
precludes the purchaser from
obtaining the best competitive

price.-

- Many bidders who otherwise would
be interested are discouraged
from competing and potential
sources of supply are reduced.

Preferred bidders feel more
secure and have less incentive
to submit their best prices when
a free competitive market is

absent.

Results in higher costs to
taxpayers, prices usually are
increased by the amount of the
preference.






LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM April 9, 1981

SUBJECT: Special appropriation for Boysen Investment
Corporation (Work Order No. 12-1432)

TO: Senator Vic Fischer

FROM: Donna Spragg Pegues

Co-Revisor of Statutes

At your request | have drafted the attached bill appro-
priating $65,140 for unanticipated expenses incurred by the
Boysen Investment Corporation in completing a Seward Highway
pavement project. This bill raises a question iIn my mind.

Article 11X, section 6 of the Constitution of the State of
Alaska prohibits the use of state money except for a "public
purpose’™. Courts have analyzed similar provisions to pro-
hibit gifts of public money to private persons. (See

81A C.J.S. sec. 207.) It seems to me that this appro-
priation could be considered a gift of public property. The
contractor and the state entered into a contract under bidding
procedures calling for award to the lowest responsible bidder
(see AS 19.10.210 and AS 37.05.230 - 37.05.240). To simply
override that contract (bypassing the usual state claim pro-
cedures) with an appropriation seems questionable to me.
However, brief research has not revealed a case involving an
appropriation closely comparable to the one in the attached
bill and 1 do not know how an Alaskan court would rule on

the question. However, 1 wanted you to be aware of my
concern.

DSP:1j b

Enclosure






CITY OF PORT HEIDEN
PORT HEIDEN, ALASKA 99549

November 6, 1980

Senator George Hohman
P.0. 3ox 289
3ethel, Alaska 99559

Dear Senator Hohman,

This is to acquaint you with a serious situation which has been developing
here in Port Heiden.

As you may already know, we are experiencing a severe beach front erosion
problem. Large tides and storms claim anywhere from 10 to 20 feet of

beach each year. Thi3 has forced some residents into moving their entire
houses away from the beach. In just one storm this year, we lost 15 feet
of beach, a house was destroyed, and several other homes are in danger of

being damaged.

For the past two years we have been working with the Department of Com-

munity and Regional Affairs putting together a realistic program for re-
locating our city. Unfortunately, due to escalating prices and the high
cost of transporting materials, the money we have received wasn™t enough.

In order for any 3ite to be suitable grounds for a home electricity must
be available. With the money we have received to date wo have done that.
‘lo have extended our utility service 3 1/2 miles along the main road.
Several homes have been relocated along this road. However, duo to lack
of funds we cannot complete this project.

Working with the Department of Community and Regional Affairs we tried
to get funding from the legislature. This was denied. But, with or
without fund3 the danger to home3 and to the people here still exist.



CITY OF PORT HEIDEN
PORT HEIDEN, ALASKA 99549

We have learned recently that you may be able to help us secure the nec-
essary funds from the Governor"s Contingency Fund. We need 380,000.00 to
conplete this most necessary project. We feel the 380,000.00 necessary
to complete this project is a small price to pay to insure the continued
existence of this comunity. The loss of one home this year, and the
danger to others, 1is directly related to the lack of funds available to
finish this project.

Time is of the essence. With winter approaching we must get the funds at
the earliest possible date as the frozen ground also makes house moving
easier. This being a fishing community the only time available to us for
such a project is winter.

We will be sincerely grateful for any help you van give us in alleviating
thi3 dangerous and unnecessary situation.

Sincerely,
City Council of Port Heiden

CC:
Dave Gray
A ) - Usyt-cji,

DKW/cw






Aunakamak ~fupik (Eorporaiinn

Nelson Island
Toksook Bay, Alaska 99637
Phone: Area Code 907 427-7929

5d 440

Serving the community since 1975

Honorable Rep. Tony Vaska 2-18-81
Pouch V
Juneau, Alaska 99811

Dear Rep. Vaska,

I am writing on behalf of this community and as a concerned
citizen. Since 1 feel the subject .that I am going to bring to
your attention is the most importantissue to this community.

During the United Villages meeting, whichwas held in Toksook

Bay on February 5,0,&7» 1981.the resident of Toksook Bay pro-

posed that the airport be moved to a better and safer site for
the reasons listed below;

1. The present airport being close to the village is
getting to be hazardous to this community. Especially to the
B.1.A school and the High School. One of these days.the plane
might have a mechanical-trouble and go down to residental
area. Like one incident a few years back, a plane almost went
down to this community but fortunately the plane got high
enough to go over the village and went down to the other side.
About 300-800 yards from the nearest house.

Who"s fault would it be if one of the planes go down to one of
the houses?- and who is to blame?

2. Bureau of Land Management will soon convey land to
our corporation. Our corporation in turn v/ould reconvey land
to all those who are eligible under 14(c). Under 14(c)(4) our
corporation will convey to federal, state or municipal gov-™t,
the title to the surface estate for airport site. | would like
to see the airport be moved to the new site before our corp-
oration starts conveying lands to those who are eligible under
14(c).

d know there are funds available to work on our ailrport because
there WiS an article in the Tundra Drums Qlast summer, June 5,
1980, Volume VIl, number 10. The article was in front page en-
titled "Multi-Millions for Area-Approved by Governor'™. Nearly
70 million dollars was approved for this area by Gov. Hammond
in the passage of HB 60, the bill which set operating and



capital expenses of the state. Some of this package was to be

used to improve airport runways in rural villages.

About $6,137,600 was approved for 22 villages to improve air-
port runways, runway Ilightings, airport terminal storage
buildings, etc. $4,719,000 for 33 villages for airport light
ing projects, $2,775,000 Navigation aids was funded for 37
villages, $88,000 for air-to-ground radios for 22 villages to
purchase two public frequency uniccm radios, addtional $110,000
for 55 wvillages to get one public frequency wunicorn radios,
$1,950,000 for 26 villages and these villages would get $75,000
each to build airport terminal storage buildings of approxi-
mately 900 sq. ft. These buildings were to be big enough to
accomodate the installation of communication & weather reporting
equipments, waiting rooms for passengers and storage & equip-
ment bays, $300,000 for 59 villages for airport weather report-
ing equipments— each villages would get $5,000 to get their
equipments and last of all $30,000 to get Emergency Medical

Supplies for 25 villages. Each villages would get $1,200.
These figures were taken from the nev.vspaper andthe reason why

I am bringing these.to yourattention 1is because | have never
seen any airport weather reporting equipments, air-to-ground
radios, navigation aids, medical emergency supplies, runway

lightings, runway improvements and airport terminal storage

buildings put out here in Nelson Island area.

I am sure that the State still have enough money to provide

this community to built a better and safer airport in another
site,at least we would be very happy if some of this HB 60 is

spent in this area.

Thank you for your time and we wish you best of luck in every-
thing that you do.

Sincerely






City or Goodnews Bay

Goodnews Bay, Alaska

c
£>414
Dec
M r
Honorable Governor Jay S. Hammond;

I would like to make a eequest to the State to put into the
1981 buget-. The following items which we need for this villagel!l
is:

K
Water and Sewer system: Our water&sewer system 1is old and

most of the pipes are broken. And we had a bad storm on Nov. 11,

1979 which broke some pipes. We really need to change our system.

2. Airfield: We need a bigger airfield than the one we have now ~ Ip& J'
so the fish buyers would”~t have no problem taking off from here
with our catch fish. We need to extend our airfield and airport
lights
. . _ _ $ zsprox
3:/Dumpsite and road: We havea dumpsite which is located east..;.
side of the village and we havea proposed dumpsite which was

started but stopped because it was to close to the village and /

it was located on the side of the mountain just north of the

village. The people didn!t wantthe proposed dumpsite too close
to the village so We need to relocate the dumpsite to outside
the city limits. .

4'. Tel evision: We need a television system here in Goodnews
so our Children would learn more and they w»ouldnt stay out to
late at night. Seems to me that the surrounding villages have
a television system in their village and we do~"t.

Its the bush villages that get the short end of the stick.
Because the people we ELECT in the State Office ain(t doing

their job Soon as we elect them into the office, thatls the
last we heard from them. Soon the promises they made are soon
forgotten.

Sincerelv, -
cc. Senator Ted Stevens

Senator George Hohman "oseph L Martin Mayor

Bristol Bay Area Health Corp






~ Senate ,
Committee on Transportation p—

Pouch V
Senator Bill Ray State Capitol
Chairman Juneau, Alaska 99811

February 9, 1982

Senator Don Bennett

Senator Ed Dankworth
Co-Chairman, Finance Carmittee
Pouch V

Juneau, Alaska 99811

Dear Senators Bennett and Dankworth:

The Transportation Carmittee has heard Senate Bill No. 465, "An Act
making a special appropriation to the City of Aniak for construction of
a dike extension; and providing for an effective date.”” The bill was
passed out and has a further referral to the Finance Carmittee.

The fiscal note on this bill doesn"t appear to be realistic and as
such 1 would ask that you make a determination as to what the proper
amount should be.

Senator Bill Ray, Chairman
Transportation Carmittee






~ Senate ,
Committee on Transportation

Pouch V
Senator Bill Ray State Capitol
Chairman Juneau, Alaska 99811
February 9, 1982
Senator Don Bennett
Senator Ed Dankworth
Co-Chairman, Finance Carmittee
Pouch V
Juneau, Alaska 99811
Dear Senators Bennett and Dankworth:
The Transportation Committee has heard Senate B illINo. 466, "An Act
making a special appropriation to the City of Aniak for construction of
a slough bridge; and providing for an effective date." The bill was
passed out and has a further referral to the Finance Carmittee.
The fiscal note on this bill doesn't appear to be realistic and as
such | would ask that you make a determination as to what the proper

amount should be.

Sincerely,

Senator B C h a i r m a n
Transportation Carmittee






Alaska jiiaie ‘'fiegxslaixre

~ Senate,
Committee on Transportation ot Business

Pouch V
Senator Bill Ray State Capitol
Chairman Juneau, Alaska 99811
A
February 9, 1982

Senator Don Bennett

Senator Ed Dankworth

Co-Chairman, Finance Caimittee

Pouch V

Juneau, Alaska 99811

Dear Senators Bennett and Dankworth:

The Transportation Caimittee has heard Senate B ill No. 483, "An Act
making a special appropriation to the City of Aniak for improvements to
Morgan's Road; and providing for an effective date." The b ill was
passed out and has a further referral to the Finance Committee.

The fiscal note on this b ill doesn't appear to be realistic and as

such | would ask that you make a determination as to what the proper
amount should be.

Sincerely,

Senator B ill Ray, Chairman
Transportation Committee






UTILITY CONTRACTORS OF ALASKA, INC.
Alaska Chapter ot the Nations' Utility Contractors Association

SRA Bo* 112 » Anchorage. Alaska 99502 « 1907: 344156-:

MEMO TO: AIl Concerned Parties
FROM: UCA Governmental Affairs Committee
DATE: March 10, 198!

RE: Proposed Legislation: Construction Contract Retainage -
Payment of Interest Thereon

THE PROBLEM

In construction contracting it is standard practice for the owner agencies to
make partial payments to the contractor during the construction period on a
regular basis - typically every thirty days. These "progress payments" or
"pay estimates" as they are often called are made to pay the contractor for
portions of the work completed to date so that the contractor can, in turn,
pay his suppliers, subcontractors, and workmen.

However, it is also the standard practice for the owner agencies to "retain" a
portion of the money owed to a contractor under any particular pay estimate as
"retainage." Theoretically this retainage represents the contractor's profit
on the job and as such is held back by the owner until the job is complete.
(It should be noted that the retainage is often more than the profit.) The
retainage is seen as protection for the owner against the possibility that the
contractor may not complete the job or may not pay all his bills. In other
words, the retainage is held as a kind of cash bond to guarantee the
contractor's performance under the contract.

Even after the contract is complete, it is customary for the owner to hold a
portion of the retainage for a period of time as additional insurance ciga'nst
a possible lien or the third party claim.

For example, suppose XYZ contractor has a contract with the Municipality of
Anchorage in the amount of $1,000,000 to install a new water transmission
main. Lets als.o assume that XYZ receives notice to proceed and begins work on
May 1. On May 31, XYZ is 20% complete; on June 30, 40% complete; on July 31,
60% complete; on August 31, 100% complete. Now under this scenario, on

June 1, XYZ would submit to the engineer a "pay request" for payment of work
completed to date; i.e., 20% or $200,000. Assuming the engineer approves the
pay request as being accurate, the Municipality would then pay XYZ $200,000
less 10% retainage or $180,000. On July | XYZ again submits a pay request
this time for 40% or $400,000 and the Municipality then pays XYZ $400,000 less
$180,000 already paid, less 10% or $40,000 retainage, or another $180,000.
This process continues until the project is complete with the Municipality



Memo re. Interest on Retaiuage
March 10, 198!
Page 2

always holding as retainage a portion of the amount due the contractor at any
given time. Thus, when the project is complete, XYZ is still owed a
considerable chunk of cash which the Municipality has held back as retainage.
This retainage is not actually paid until some specified time after the
project is complete (in the case of the Municipality of Anchorage, the
percentage of retainage is reduced to 2% when the project is complete and the
final 2% retainage is paid 90 days after project completion).

The actual percentage of retainage held and the length of time that retainage
is held varies with contracting agencies and sometimes with contract size, but
the basic principle of withholding a portion of the money earned by the
contractor is the same with almost all construction contracts. To summarize,
retainage is money earned by the contractor but not paid to the contractor for
some period of time after it is earned.

The problem is that the practice of holding retainage adversely affects the
contractor's cash flow. In these days of high interest rates, working capital
is a precious commodity to any contractor. While the owner's right to hold
retainage is not disputed, it should be recognized that the practice adversely
affects the contractor's cost of doing business by forcing him to borrow
working capital or, at the very least, forego interest which could be earned
with cash on hand. Therefore, the contractor must bid higher prices for his
services.

The contractor's problems with retainage are sometimes further compounded by
owner agencies which, for one reason or inother, fail to pay the contractor
retainage due on time. When this happens (and it happens not infrequently)
the contractor has no recourse except the courts. Typically, of course, the
high cost of litigation makes recourse to the courts an unacceptable solution
to the contractor's problem.

PROPOSED SOLUTION

Legislation should be passed making it public policy in the State of Alaska
that when retainage is held by the owner, the contractor shall have the right
to direct that the retained money be invested in a savings institution of his
choice and that the interest earned thereon shall accrue to the contractor.
As an alternative, interest on retainage should be paid to the contractor
directly by the owner.

Sincerely,

UTILITY CONTRACTORS OF ALASKA, INC.

IX)n May,
President






Municipality of Anchorage

MEMORANDUM

May 21, 1981

DATE:

T0- Senate Transportation Coraaittee

FROM: Mayor, Municipality of Anchorage
SUBJECT: Testimony, SB >00 International Airports

Ve support Senate Bill 500. It will increase local participation in the
management and operation of our international airports4 Transferring
policy and financial control of the airports to a policy advisory board
vifh a majority of the nenbera from the Anchorage and Fairbanks local cOar-
nun"tie* 1is a major step in the right direction.

Ab ve understand the bill would establish a technical coraittee for A2A and
FIA4 Each cf the committees would consist of 5 members:

1 - Chamber of Conferee Appointment
2 - Mayor Appointment

1 -  AirportManager

1 - AirportOperators Council

The .ole of the technical committee is to make recommendation to the policy
boar"j on the following:

(1) Operating hours of the airports;

(2) Operating procedures of the airports;
(3) Fee* and chargee at the airports;

(A) Operating budget itens; and

(5) Capital improvement*.

A policy board of three numbers will be established to set airport opera*
tional end fiscal policy. The board will be composed ot the following:

(1) Chairman of AIA technical eomaittee
(2) Chairman of FIA cochnital committee

(3) DOTPF COMISSIONEr OF designee

The policy board would have the same broad powers as are Currently exer—
cised by POTFfF, i.e.,:

A. Fiscal Policy
1) Budgets
2) Fee structure
3) Caah pool investments

A) Appointment of airport m&nagere
B. Operating Policy

C* Plannine



Senate Transportation Committee
Hay 21, 1981
Page 2

Both the technical cfrmittees iind the policy board aro to ho staffed by
state ecployeea.

The bill also reqairea an umi |l audit of the international airport revenue
fund by an independent certified public accountant.

Corerente on SB 500

- The fact that policy and technical committee casabera arc not paid nay
dininieh their effectiveness by li«ri.ting the amount of tine available
for airport business.

< We agree with Senator tahreukcEp®"s deletion of Section 6(b) dealing
with airport leases. This section states that lease rates will be set
at market valoe. There are justifiable ccQnonic reasons for leasing
property at les» than fair narket value.

- One key to tbs aucceee of tbhe policy/technical committee approach i*
how Ceranittee staffing is handled. If the ccarnitteeS are given the
authority to hire a professional staff, tbe concept vill be *ore effec-
tive th?n if the State provide* *taff lupport from exiating. inter-
national airport acaff.

- Under tbe current state organisation, the airports ere fiscally tied
together with the state administration deciding the direction of each
airport. Both cocmmities have concerns with regard to state policy.
Hore local involvement will improve policy decision*; bcvever, as long
ait the two airport facilities ere tied together the economics of each
comaunity will not play a cajor role in the decision-caking pTpces*.

Should the airport managers of each facility be eleeted ehairsan of the
stechnical couua.ittee, the policy board will be composed of the DOTPF
commissioner end the two airport manager™, lie would recommend that Che
airport managera be reatricted from holding the chairman position on
the technical comnittee.

The eayorB should not be restricted from appointing the beet available
technical representatives to their respective corooittees. The restric—
tion of appointed official™ i« ur-neceB*ary. It vill be nOSC iaportfint
chat th« technical committee |I"iiderstkfld the governmental process of
both the state and local government. This understanding ia beat deve—
loped through years of government employment. Furthermore, airport
policy and Jlocal government policy should be coordinated in some
fashion. For example, the parts and airporte have tt direct relation—
ship.



Senate Transportation Co**ittce
May 21. 1981
p*gt 3

Cont-lesion:

Though SB 500 does not transfer co-trel of the international airport, to
local govcTnnent it does go a long *ay toward giving the local

greater participation in the aanageaent and operation decx.xons. The

ia * »tep in the right direction.



LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM
TO: Senator Bill Ray
Chairman, Senate TransportationCommittee
FROM: - Bettye Fahren™M~/J"
Alaska State
DATE: May 13, 1981
RE: Amendments to SB 500 "An Actrelating to

international ailrports.”

Through this memorandum 1 would ask that you amend SB 500 in
the following manner.

1. Section 1; Sec. 02.17.070. Add a new subsection (5):
The chairman of the technical committee shall be elected
from the members, except that an airport manager shall not
serve as chairman of a technical committee.

2. Section 6; Sec. 37.15-500(%). Delete all of (#).

I feel Jhese amendments will strengthen the bill. I would
appreciate it if you will schedule the bill before the
committee for further hearing. I anticipate testimony from
some TFTolks in Anchorage and Fairbanks and would like several
days advance notice, 1f possible.



SECTIONAL ANALYSIS

SB 500 "An Act relating to international airports.”

Sec.

Sec.

Sec.

Sec.

1. Establishes International Airport Policy Board.
Membership consists of chairman of Technical Committee
of Anchorage and Fairbanks airports and commissioner
of Transportation.

Powers include (a) some planning and policy
duties of DOT under Alaska Aeronautics Acts of 1937 and
19*19;

(b) preparation of the operating budget and long-
range capital improvement program for each airport;

(c) responsibility for investment and use of
International Airport Revenue Fund and International
Airport Construction Fund.

(d) shall appoint the airport manager.

Staff will be provided by DOT/PF. The airport
manager w ill be selected based on an established list of
qualifications.

Creates a technical committee for each International
airport consisting of the airport manage.., a member of the
Airport Operator's Council, a member of the Chamber of

Commerce and two members of the public. The technical
committee members serve four years with no salary. It
shall meet at least four times a year. |It's duties in-

clude assisting the board and making recommendations
regarding the operating hours and procedures of the
airports, fees, budget and capital improvements.

2. Requires Legislative Audit to appoint an independent
CPA to perform annual audit of the International Airport
Revenue Fund.

3- Amends the State Bonding Act (AS 37-15), section

011 International Airport Construction Fund to state that
International Airport Policy Board is responsible for
investment and use of money in construction fund.

4. Amends State Bonding Act, section on International
Airport Revenue Fund to state that International Airport
Policy Board is responsible for investment and use of money
in revenue fund.



Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

5. Amends State Bonding Act to require an independent
audit of the International Airport Revenue Fund and

specifies information in the audit.

6 . Amends State Bonding Act so that International Airport
Policy Board, instead of the Commissioner of the Department
of Transportation, is responsible for fixing and collecting
fees, charges or rentals. Adds a new section which
requires all leases to be at market value. Adds a new
section which states that replacement, expansion and
improvement of facilities be considered when fees are
fixed.

7. Amends Sec. 37-15.510, state improvements to airports
so that International Airport Policy Board, instead of

the Commissioner of the Department of Transportation

may authorize acquisition, construction, improvements,
etc., at the airports.

8. Amends State Bond Act (AS 37-15) by adding a

new section that allows for construction of facilities
and purchase of equipment to be made by appropriation
as well as financed through revenue bonds.

9- Exempts current airport managers from employment pro-
visions of this act.

10. Specifies terms of initial technical committee members

11. Repeals: AS 37-15-420(6) authorization for bond
committee to provide for investment of money into the
construction fund and statement that interest earned
becomes a part of the construction fund; and AS 37-15-430(6
authorization for bond committee to provide for Invest-
ment of money Into the revenue fund and statement that
Interest earned becomes a part of the revenue fund.
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INTRODUCTION

The potential of gaining local control of the Anchorage and
Fairbanks International Airports is not a new idea. Dealing
with an absentee landlord (State of Alaska) has posed tnany
problems, foremost of which is that decisions are made
directly affecting the community with little or no in-
terface with that community.

Development of the economic potential of both Anchorage and
Fairbanks depends on aggressive management of the facilities,
the scheduling and the general operations at both airports.
However, state policy regarding management of the two
airports is based primarily on their status as part of the
state-wide transportation network.

The communities perceive that the airports, as service
entities, should provide that service in a manner conducive
to attracting visitors to the area, as well as providing the
conveniences necessary for the business traveler. Both
Anchorage and Fairbanks feel the state is not listening to
this concern.

The Eleventh Alaska State Legislature passed "An Act making
a special appropriation to the Legislative Council for a
study of options for local acquisition and ownership or
management of the Fairbanks International Airport and the
Anchorage International Airport” as an outgrowth of the
above-stated current situation: lack of state responsiveness
to local concerns and the perceived need for a more ag-
gressive management system for both international airports.

The following issue papers have been prepared to illustrate
the different points which have arisen during the discus-
sions of the airport.

1) Current Operation

2) Finance

3) Competition

A Tourism

5) Air Cargo

6) Local Responsiveness
7) Labor

8) Bush



CURRENT OPERATION

The actual physical operation of the airport is good, at
least in the opinion of the airport carriers. The real test
for oi)eratlons is winter cleanup and the state does an
excellent job in these areas.

The air carriers at Anchorage do have some concerns. One is
the fact that in a power outage, no emergency electrical
generator exists for the use of the carriers. According to
the Anchorage Airport manager, this means that the jetways
and certain other carrier facilities are unuseable during a
?ower outage. Although it is not a safety problem, the
requency of outages 1s expected to increase over the next
several years until such time as additional power is brought
into the Anchorage area. Passenger comfort Is important to
the carriers, and is at the heart of this issue.

International carriers are concerned, too. While the in-
ternational pilots association has given both airports high
ratings in surprise inspection tours, they remain concerned
that the airport be closed immediately at the time of a
crash. While this is normal procedure, no specific policy
or regulation is written which will assure the closure. The
ALPA rating is critical for Anchorage and Fairbanks.

Both airports suffer in the equipment category. Much of the
equipment being used is dated, and some is next to impos-
sible to repair. The equipment request éemergency, main-
tenance, etc.) is subject to the same budgetary process as
any state agency. The equipment is sometimes purchased from
older "surplus™ equipment inventories released from other
DOT operations. With the safety of so many individuals
relying on the no-fail operation of this equipment, sub-
standard pieces are not acceptable.

One further operational problem is perceived by the local
business communities. It is not specifically operational,
but is the responsibility of the nresent management. The
airport is often the first impression a visitor has of
Alaska. Both airports need some help "sprucing up."”

The appcarance--what people see at the nirport--is the
problem. 1) Cleanliness. The airports are not very clean,
and with the preponderance of casual travelers so prevalent
in Alaska, the airport can appear very shoddy. 2) Seating.
Considering the number of delayed or temporarily weather-
bound flights in Alaska and the need to change planes be-
tween bush and city destinations--the general waiting that
occurs so often in Alaskan airports, it is amazing that
there are so few comfortable seating (napping) areas availabl
3) Aesthetics. While Alaska abounds with beauty and artists,



there is little or no art work at the airports. While grants
from the Alaska Council of the Arts are being used for
artistic endeavors at both Anchorage and Fairbanks airports,
there is much more that should be done to enable the travel-
ing public to enjoy a look at cur culture. Under current
operations structure there is no particular emphasis on
aesthetics.

There are also no incentives in the current structure for
development that could lower operating costs for all users.



FINANCE

The discussions of local ownership of the airports probably
be?(an at the time Anchorage International Airport began to
make a ﬁrofit_ each Kear. This was about 1970. Since that
time, that airport has grown both physically and financially
and is currently making a paper profit of $ million, FY 80.
Those funds are returned to the International Airport
Revenue Fund (IARF% and are used to pay off the borided
indebtedness and the normal maintenance and operation costs
of both the Anchorage and Fairbanks airports. In the
meantime, the Port of Anchorage is being well managed, and
thanks to-operating agreements with its users, is also
looking forward to a profitable financial future.

Fairbanks International Airport has also grown and appears
to be operating in the black this year for the first time.
If current economic trends continue, Fairbanks will become a
profitable airport. New cargo air carriers and expansion of
the North Pole Refinery are two reasons for this new suc-
cess .

The physical assets of the airports are high. Anchorage has
a physical worth of $108,673,000, while Fairbanks has a
worth of $36,994,900. The municipalities of Anchorage and
Fairbanks both enjoy large budgets; Anchorage (FY 81)
$310,009,630 and Fairbanks/North Star borough combined,
$74,310,594.

Three primary concerns have been expressed relating to the
financial side of the change in ownership question. One is
how to retain the integrity of the airport monies. No one
wants to see the profit (loss) of the airports used to
offset the cost or profit of other municif)al functions.
Under no circumstance can the monies be allowed to comingle
with other parts of the municipality's finances. Thi3 may be
accomplished through an Enterprise Fund, or may best be
handled by an authority separate from municipal government.

The second concern is that of insurance liability. What
would happen if a disaster occurred and one of the 747's or
DC-10's crashed at one of the airports? Even without deaths
or injuries, the operator of the airport is responsible for
the damage. In the case of a crash over the city or into a
housing cluster, the liability rises dramatically. An-
chorage currently has total assets of $776,092,494 and
Fairbanks, $292,958,240. Anchorage carries liability
insurance in the amount of $50 million for Merrill Field;
Fairbanks carries $25 million on the city. The state
currently carries $100 million aviation premises insurance



which covers all state ovmed airports. Since the crash of
the Japan Air Lines jet two years ago (which hasn't been
settled yet), insurance rates have remained the same. The
state, with its seemingly unlimited resources, does not
believe the city is capable of handling the responsibility,
should a disaster occur. It would also be probable that it
would take about six months to transfer the insurance to a
new carrier. That transfer would likely have to take place
in London.

It may be possible for the state to retain interest in
contingent liability for the airports, and to help the
airports in case of a disaster. However, this remains to be
seen.

The third concern is that of capital improvement needs. The
state has either directly financed or sold bonds for con-
struction at the airports. Certainly there are capital
improvement requirements at both airports now which need to
be funded. They are outlined in CIP's and master plans.

One way the final concern may be met is through operator/
user agreements. Depending on the termt and conditions of
the operator/user agreements with air carriers using the
premises, those agreements can be used as assurance for
revenue bond sales. Certainly those agreements allow each
party to plan based on the mutual commitments. In the case
of major expansion, air carrier revenues can be committed to
be responsible for the improvements they seek for the period
of time it will take to retire the bonds purchased for the
improvements.

The budgetary process of the state should also be mentioned
here. Priorities are assigned to projects at the airports
with little or no input from the local community. While
some of the budget matters of the airport dc not truly
concern the community, other matters which arc important to
the community and to the users should be considered. The
Port of Seattle, often pointed to as an excellent example of
a successful and profitable operation, holds public hearings
on its budget before the budget is submitted for final
approval.

There are other considerations which are not specifically
financial, but seem to fit here. In promoting the airports,
and seeking to improve the facilities with a mind towards
the traveling public, there is no limit to the amount of
service an entity can provide. But spending large amounts
in facilities may not necessarily bring more people. The
tost of improvements must be weighed against the needs of
200,000 people. On the other hand, how much money can the
state put into the airport when there are so many other
needs? Needs must be weighed against job creation and
return to the state as a whole--i.e. services, tourism, etc.



Financial consideration of the importance of tourism

in Alaska must be made. The three anchor theory for
Alaska states the need for a strong economic base in
Alaska with support from the lower 48, the Orient and
Europe. Alaska must have strong economic ties with each
of these areas in order to retain a semblence of economic
independence. The theory states the primary exports

which Alaska must depend on are petroleum, tourism, minerals
fish and wood products. We must expand each of these ex-
ports with each of the legs in order to prosper. The need
for this strong base is evidenced from our past. At one
time, there was no money in the state and we were owned

by Seattle banks. Even now, our fishing industry is
primarily owned by the Japanese and they control the price
of our product, not us. The financial implications of this
economic principle need to be considered.

The other financial arena which has not been considered

is that of the air carriers. During some of the interviews,
they stated that their finances are controlled by one factor
and that is staff. When other costs grow, staff numbers are
the first to be reduced. Of course, staff is not the

same as service-related employees. As long as there is
growth, thac should not be a problem. The airport and

Its associated industries is probably the second largest
employer in Anchorage. With employment an important factor
in considerations of state economy, this point: must be

kept in mind.



COMPETITION

Competition between the two airports has been a fear ex-
pressed by many in any discussion of the ownership of the
airports. The fear is that either one or both of the air-
Borts will engage in shady actions designed to siphon
usiness from the other airport and leave it in a poor
financial condition.

The two airports have been tied together physically (through
need for alternate landing fields) since the early 1950's
when each was being developed, and fiscally since 1972 when
they were united through the International Airport Revenue
Fund (IARF). Because both airports are managed by the
state, there has been little direct competition between them
*to date. That does not mean there is no jealousy between
them. Fairbanks looks ?.ongingly at the large terminal and
the international carriers at Anchorage and feels it may
have been shortchanged somehow. Anchorage looks at the
increasing number of cargo flights refueling at Fairbanks
and wonders why not Anchorage. The financial bonds between
the two are also the cause of ill feelings. Anchorage's
revenue picture has been in the black for several years;
Fairbanks' has been in the red until recently with the
Fairbanks community firmly believing that the figures are
wrong. Anchorage wants to stop supporting Fairbanks finan-
cially; Fairbanks thinks the current set-up is only fair.

So the story continues.

But these points are only incidental. The real question is
what could happen if competition between the two were open
and unregulated. One school supports the idea that Fair-
banks is Anchorage's country cousin, and, as such, would be
unable to compete on equal grounds. Fairbanks locals
disagree. They cite the mileage advantage on most trans-
polar flights and the supplies of jet A-1 and B fuel. Fuel
supplies must be assured In order to keep this advantage.
Anchorage has a more finely developed infrastructure and
also available supplies of fuel. Anchorage also has the
advantage of established passenger and international routes.

Another fear is that Anchors.ét;e, if it receives ovmership of
the airport, would slash landing and other fees and try to
induce the carriers now re—fuelln% at Fairbanks to come to
Anchorage. Rumors also have: it that the airlines now stop-
pin% in Fairbanks only do so because of the fuel avail-
ability and will return to Anchorage if given the oppor-
tunity. Neither of these claims have much credence. An-
chorage would have no reason to cut landing prices and
reduce their profit. Additionally, if the Cannon bill (ADAP
program) passes without amendments, Anchorage may stand to



lose some of its federal matching funds for the airport and
would require all the current revenue for funding capital
improvements and maintenance of existing facilities. The
landing fees in both Anchorage and Fairbanks are lower than
most, 1f not all, airports internationally, and are not
bﬁsed on any logical structure. This fear is groundless at
this time.

Anchorage and Fairbanks are tied together in one more
important way. In order for an international flight to
attempt a landing at a particular field, there must be an
alternate landing site available. The two airports serve as
each ocher's alternate. Stringent requirements exist for
these alternate landings, and while some Alaskan military
installations fulfill the requirements, the red-tape monster
theY also require negates their status as acceptable landing
fields. A recent exception is Eielson Air Force Base. All
air carriers operatingi in or out of Fairbanks have official
permission to use Eielson as a secondary landing field.

There are a few items which will reduce the fears of com-
petition that must be included in any decision. First, the
airports need to be equalised in their capital improvement
needs prior to transfering ownership. Without this ac-
complished, it would be possible for the Anchorage legis-
lative delegation to block any future capital improvements
at Fairbanks, and could keep Fairbanks in the noncompetitive
mode it feels it is currently. Second, operation/use agree-
ments should be signec between any new management team and
the airport users prior to transfer. This could work one of
two ways. The operation agreements could be made so that an
airline is responsible for particular costs even if it no
longer uses the airport. The Port of Seattle's contractual
agreements with the airlines provides that they will pay
annual charges which are based on the net cost of operating
the airport plus the required debt service on the revenue
bonds. That airport works on a not-for-profit system with
an annual review and necessary adjustments made yearly.
Operating agreements could remove some of the threat of
stealing a competitor's business. Airlines considering a
move to a different home base could do this before the
agreements are signed. These agreements would also absolve
the fears of some of the domestic airlines that their space
fees would be raised beyond reason.

It must be kept in mind that competition is an essential
part of the American economy. It appears the citizens who
are worried should be concerned about getting a larger pie
instead of just chan%ing the size of the slices of the one
we have. A good marketing program, used aggressively for
both areas, could help here. Competition can improve
mana%ement efficiency and can promote economic expansion.
Whether or not it does will depend on the approach which is
taken in any proposed transfer.



TOURISM

A change in goals of the airport could result in an increase
of tourist dollars into the economy. At this time, tourism
is estimated to place $ 80 million directly into the An-
chorage community. This dollar amount represents all
overnight visitors in Anchorage. There are no estimates for
Fairbanks at this time.

The bottom line for the economics discussion is not how much
profit can be brought into the actual airport facility, but
rather how dollars fx-om tourism arl related industries can
be brought into the community, as well as justify airport
operational cost increases.

Tourism is one of the coi'nerstones of the state's economy.
Along with petroleum, fish, minerals, wood prodxicts and
agiricultura products, tourism can be considered one of
Alaska's commodities for export. It is an export since it
brings needed dollars from outside into the economy, and
accomplishes this without any loss in raw materials. Cur-
rently, tourism brings about $500 million into the state's
eccinomy, including state and local taxes, employees and
sales.

Tourists don't just "drop in"™ to visit Alaska. Most, if not
all of them, have probably spent mang hours in the planning
stages for their trip and have probably gone to great ex-
pense to get here. Tourism depends not only on the one-time
visitor, but also the repeat visitors and the word-of-mouth
reputation an area can receive. An airport can be a good
visitor satisfaction tool. In order to assure return in
addition to achieving good public relations, attention must
be paid to details at the airport, such as cleanliness,
parking and convenience facilities, and attractive grounds
or entries.

The visitors which are currently very appealing to those
looking to expand the tourism industry are the nearly one
million international passengers in transit to the Far East
or Europe. Probably 1 or 2= of these passengers, 30,000 at
the most, deplane in Anchorage (none in Fairbanks) and they
don’t come to visit Alaska. Logistically, enticing these
people to visit Alaska has been a problem due to airline
staff requirements, reciprocal landing agreements and seat
availability on airplanes. Until now, large blocks of scats
have been unavailable for use by foreign tour groups wishing
to stop here. The difficulty faced by the air carriers is
that with expenses running several thousand dollars per
hour, it is important for them to be assured that all scats
(therefore, each possible paying passenger is on board) are
occupied each trip. Deplaning in Alaska could cause some
financial uncertainty for some of the airlines operating



here. Although the numbers are unknown, some additional
staff would be reguired by each airline if passengers
regularly deplaned. Of course, if the numbers of travelers
grew to magnitudes warranting the greater use of nonfinal
destination flights or warrantingn Alaska itself as a des-
tination, these difficulties might be alleviated.

Local communities would like to attract some of these
international passengers. |Internationals generally do spend
more per person than domestic visitors and are more souvenir
and gift oriented.

An in-house study is being made of the potential for the
stopover traffic by international passengers in Anchorage by
the Anchorage Convention and Visitors Bureau. It is due for
completion prior to the end of the year. At this time the
study results indicate approximately 10% of the international
travelers would be inclined to stopover in Alaska. This
market will take about 5 to 10 years to develop.

The primary way to attract travelers to visit Alaska is to
attract them before they leave their homes. Programs aimed
at this market are being conducted by the Anchorage and
Fairbanks Visitors and Convention Bureaus (AVCB, FVCB),
the State of Alaska Division of Tourism, and the Alaska
Visitors Association Marketing Council. The annual budget
of the Marketing Council alone is 2.6 million for FY 81.

This visitor market is one that generates a great deal of
interest. Expansion is evident through such programs

as "triangle" fares, with Alaska being one leg of the Seattle-
Alaska-London or Seattle-Alaska-llawail routes. In addition,
tourists are becoming more discretionary in their spending
patterns. They spend as much as before, bu' are after

the most benefits for their money.

The State, Marketing Council, AVCB and FVCB are aggressively
marketing their respective areas, but no one is marketing
either of the airports for itself. Most major airports are
marketed. Airport marketing has previously taken place in
CAB rate and route hearings (no longer applicable) and in
foreign markets. Fuel availability, route distances and
airport amenities such as warehousing or federal Foreign
Trade Zone designation are also used tio market airports. The
question has arisen as to where and how the current tourism
marketing programs could be expanded to include the air-
ports. It must be made clear, however, that airports don't
market tourism; airports market themselves. Whichever
programs are put togethei, it is essential that each group's
marketing aims, goals and successes be interfaced with each
other and local community projects.

This is one place where the differences between the policies



of the state and the concerns of the local community become
apparent. The state has directed operations of the airports
as service facilities. The local communities would like to
see the airports marketed for the tourist potential and
added local service jobs. Certainly, attention to some of
the details felt to be important by the local communities
could be accomplished through more local input into the
decision making process. The local community has not been
invited to participate in the decisions which they feel are
important to their local tourism industry.

Marketing has become a "buzz word" that means different
things to different people. Right now, marketing is thought
to be the key to developing tourism in the state and An-
chorage holds the key. Because there is so much Eptentlal
in Alaska, a political commitment must be made. irst, the
administration, perhaps directed by the Legislature, but
certainly led by the Governor, must give more than lip
service to the concept that tourism 1s an important facet in
Alaska's developing economy. Second, tourism _must be developed
as a priority in a?ency policy development. Third, the role
of the State and of the communities must be determined.

It must also be accepted that the airports are an important
?art of the entire tourism package. Tourism is a desirable
orm of commerce and as the second largest industry in the
state, deserves appropriate attention.

Jo



AIR CARGO

There are three types of air cargo flights flying in and out
of the Anchorage and Fairbanks International Airports:
intrastate cargo distribution flights, international air
cargo refueling flights, and flights carrying Alaskan trade.

Traditionally, Alaska has imported most of its essentials
and air cargo has been the lifeline to many bush commun-
ities. Intrastate air travel has been visualised in a com-
plete service manner by the state. The state has realized
the bush community need for the Anchorage and Fairbanks
International Airports, so Iandi_nq fees ‘and expenses have
been maintained as much as possible. This state of equili-
brium might not be as well maintained if the Anchorage and
Fairbanks communities managed their own airports without the
broad scope of the whole intrastate transportational network.

The refueling of the international cargo flights has been a
changing market in the last two years, with the availability
of fuel and the CAB derePuIatlon._ Anchorage has been
caterlngr to and has developed an infrastructure for this
market for quite some time, because of the relationship to
the transpolar flight plan and the two refineries in the
Kenai. Fairbanks, up until two years ago, was used as the
alternai. landing field for the flights. This situation
changied with the addition of the North Pole Refinery and the
availability of competitively-priced fuel in Fairbanks. As
of FY '80 there were 2463 international air cargo flights
into Fairbanks and only 38 of those flights were diverted
flights scheduled for Anchorage. This is compared to two
years aP_o when there were no scheduled international air
cargo flights into Fairbanks. This could become a com-
petitive market between the two airports, since each flight
qualifies as a revenue landing and provides a source of
commerce within the | espective communities. The competition
between the communities might result in lowering of landing
fees in Anchorage before Fairbanks is able to develop the
needed infrastructure to support the additional traffic
being developed between the orient and the european markets.

Until 1978 the amount of Alaskan trade transported by the
international flights was negligible. Since then the air
cargo industry has been deregulated and the poundage has
inert Ised five hundred percent. Most of the present cargo
heir g exported is fresh fish to the orient from Anchorage,
but as Alaska's renewable and nonrenewablc resources develop
there will be an increase in traffic between Alaska and the
lower 48, oriental, and european markets. This will require
the management of both airports to develop the proper ware-
housing and ramp space to meet the increased needs.



AIR CARGO

There are three types of air cargo flights flying in and out
of the Anchorage and Fairbanks International Airports:
intrastare cargo distribution flights, international air
cargo refueling flights, and flights carrying Alaskan trade.

Traditionally, Alaska has imported most of its essentials
and air cargo has been the lifeline to many bush commun-
ities. Intrastate air travel has been visualised in a com-
plete service manner by the state. The state has realised
the bush community need for the Anchorage and Fairbanks
International Airports, so landing fees and expenses have
been maintained as much as possible. This state of equili-
brium might not be as well maintained if the Anchorage and
Fairbanks communities managed their own airports without the
broad scope of the whole intrastate transportational network.

The refueling of the international cargo flights has been a
changing market in the last two years, with the availability
of fuel and the CAB deregulation. Anchorage has been
catering to and has developed an infrastructure for this
market for quite some time, because of the relationship to
the transpolar flight plan and the two refineries in the
Kenai. Fairbanks, up until two years ago, was used as the
alternate landing field for the flights. This situation
changed with the addition of the North Pole Refinery and the
availability of competitively-priced fuel in Fairbanks. As
of FY '80 there were 24b3 international air cargo flights
into Fairbanks and only 38 of those flights were diverted
flights scheduled for Anchorage. This Is compared to two
years a?_o when there were no scheduled international air
cargo flights into Fairbanks. This could become a com-
petitive market between the two airports, since each flight
qualifies as a revenue landing and provides a source of
commerce within the respective communities. The competition
between the communities might result in lowering of landing
fees in Anchorage before Fairbanks is able to develop the
needed infrastructure to support the additional traffic
being developed between the orient and the european markets.

Until 1978 the amount of Alaskan trade transported by the
international flights was negligible. Since then the air
cargo industry lias been deregulated and the poundage has
increased five hundred percent. Most of the present cargo
being exported is fresh fish to the orient from Anchorage,
but as Alaska's renewable and nonrenewable resources develop
there will be an increase in traffic between Alaska and the
lower 48, oriental, and european markets. This will require
the management of both airports to develop the proper ware-
housing and ramp space to meet the increased needs.



The 1980 Alaska State Legislature passed HB 917 which
established requirements fox' foreign trade zones in Alaska
Foreign trade zones are custom-free facilities providing
sites at domestic ports of entry where operations involving
foreign goods can take place which would otherwise have
severe customs restrictions. Both Anchorage and Fairbanks
are suitable for a foreign trade zone, since both have
international traffic u5|ng their facilities, both are part
of a transportation network (Anchorage has the additional
advantage of the Port of Anchorage), both have available
work forces who, because of inflation in the lower 48 are
becoming more competitively priced, and both have access to
Alaskan resources which, when combined with foreign goods,
could become more marketabhle.

The idea of foreign trade zones, combined with the exporting
of Alaska goods via air cargo, warrants an aggressive
mai'keting process which should be undertaken by the com-
munities with the assistance of the state. Infrastructure
requix'ed at the airports should be determined on the basis
of need, rather than by a territorial mandate. This concept
must be considered during the airport ¢ /nership discussion.



LOCAL RESPONSIVENESS

Any governing body which isolates itself fror. participation
by that public affected by its decisions (rules or policies)
can cause dissension among those governed. It is the per-
ception of the citizens in Anchorage and Fairbanks, who are
concerned about improving airpcrt operations and conditions,
that the DOT/PF has almost continuously ignored any option
for public input and has distinct problems with communi-
cation lines. A public advisory committee was appointed by
the state to work on the airport master plan development at
Anchorage, but one was not appointed in Fairbanks. The
Anchorage advisory committee reported difficulty in getting
DOT/PF staff to listen to their concerns.

DOT believes that it is being condemned for no reason.
Airport managers meet regularly with those in the aviation
industry, but the anger some general citizens feel when they
are able to spot an area in the airport te-minal complex
which has not been cleaned or painted for several years is
readily understandable when they can't get anyone to listen
to their complaint:. The entire DOT/PF organization at
present causes confusion. There is no "head" to the mon-
ster--organization regarding delegation of authority and
responsibility is not clear to the public.

Public needs are important. When the needs concern an area
which exists to serve the public, they become even more
important. Many people understand the role which is played
by the airports in the tourist industry. Local elected
representatives, businessmeti and those whose livelihoods
depend on the tourism dollar are concerned about the seeming
inability of the local informed community to impact de-
cisions which regard the airport. The legislative and
budgetary processes are a part of this problem. Planning
operations and marketin? decisions are made by the state
without input from the local community. In areas which are
operational in nature, such as air traffic coordination and
other operating functions, it is not necessary for the
community to participate. The state must have discretion,
but accountability along with the responsibility. These
decisions are and should be the realm of the professional
airport managers. On the other hand, because tourism is an
essential Alaskan industry, some consideration for the
public point of view should be included in the decision-
making process, perhaps through advisory boards or quarterly
public meetings.

The current chain of command at the airports requires some
decisions to be made in Juneau. The process can take
several months for action on a single issue. The DOT/PF has



split responsibilities for airports, marine transportation
and highways. There have been times when problems couldn't
be addressed because those people making decisions about the
airports were busy making decisions about highways, or
railroads, or were not readily identifiable. DOT/PF or-
ganisation charts need to be clarified.

At the beginning of 1980, it became apparent that one bill
in the U.S. Congress could drastically affect the funding
sources for the international airports nationally, and for
Anchorage sgecifically. Ihis was the ADAP program through
the Cannon bill. Not onl/ did the DOT ignore the situation,
but the Alaska Congressional delegation also thought the
situation of little note. The Municipality of Anchorage
lobbied Congress through the U.S. Conference of Mayors
before any favorable action to Alaska was taken. This kind
of inattention and non-responsiveness causes suspicion and
distrust among citizens.

From the standpoint of the local communities, it appears
that some of the decisions which should be made locally are
made in other areas. Local district maintenance and oper-
ation people are directed not to provide feedback. DOT/PF
has a large staff in Anchorage and in Juneau. To the people
in Fairbanks, it appears that all the important decisions
have to be made in Anchorage, and the long existing rivalry
makes this relationship awkward at times and frustrating
most of the time. Anchorage has a similar relationship with
Juneau. This certainly appears to the public as a direct
conflict of interest; and, it may be. DOT/PF is also known
as an agency that sometimes makes its decisions based on
political exigencies instead of facts. In fact, some staff
members pluce primary consideration on political aspects of
decisions before the public has even participated in the
discussion of a certailn project.

Another case in point has been the constant struggle between
members of the community and DOT/PF in the planning efforts
surrounding Airport Master Plan development. Anchorage and
Fairbanks citizens have tried to convince state DOT/PF
planners of particular needs in the airports and the com-
munities associated with the airports. Those working on the
Fairbanks Master Plan have agreed to work with the community
future-thinkcrs, but only after considerable effort on the
part of those who wanted some positive input into the plan.
The consultant in charge of the planning stated that al-
though he had requested meeting with some of the elected
officials in Fairbanks early in the planning stages, DOT/PF
super-visory personnel told him that would not be acceptable.

The Anchorage Master Plan, after four years on the shelf, is
finally scheduled for completion in December, 1980. How-
ever, the Anchorage Airport Master Plan has already been
used by DOT/PF as a support document for airport capital



projects. This kind of tactic wears thin when lack of a
current master dpIan was the reason quoted for vetoing a bill
which authorized revenue bond sales for the Fairbanks
airport. Non-progressive thinking on the part of the state,
with little or no acceptance of the thought of the business
community, and with no visible, established policies by
which to guide decisions, creates an untenable situation for
any citizen wishing some meaningful response from the state.



LABOR

Presently there are two collective bargaining units rep-
resenting the workers at the Anchorage and Fairbanks In-
ternational Airports: Public Employees Local No. 71, AFL-
CIO, and Alaska Public Employees Association. Local 71
represents 150 employees in Anchorage and 30 employees in
Fairbanks. APEA represents 46 employees in Anchorage and 4
employees in Fairbanks.

These collective bargaining units wish to continue rep-
resenting their members at the Anchorage and Fairbanks
Airports in order to ensure retaining retirement and health
benefits, along with established seniority benefits. A
change in the management of the airports would not neces-
sarily mean a loss of the current union structure, but a
change in ownership most certainly would.

Should a change in management or ownership take place,
written agreements must be negotiated protecting the em-
ployees, 1nsofar as possible. At the very least, a method
might be devised where the current employees would be given
fix*st option on any new, or changed employment opportunity.
As one person stated during the committee hearings on the
issue, "It is the pcop]e who make the airport work."



BUSH

Anchorage and Fairbanks airports are both transportation
hubs of the state. It is necessary for almost all goods and
materials entering the state to pass through one or the
other of the cities. The bush relies entirely on goods
which pass through the towns. The costs of living in Alaska
which are high in the municipalities and urbanized areas are
much higher in the bush. If the airports change hands and
any fees are raised to those airlines which service the
bush, the price increases will be passed directly to the
bush. A study done several years ago showed that a 1/
increase in price in the cities created an 87. increase in
price in the bush. Fees should probably be allocated to the
users which would cover the increase in costs.

Currently, the state operates the airports as service
facilities, one price piece of a larger picture of in-state
air transportation. The state, due to international car-
riers, is able to keep the landing, fuel flowage fees, and
other rates at a level low enough to allow the bush airlines
to continue serving bush communities. A change in price
structure could cause some of the domestic carriers to move
from Anchorage or may even cause the demise of some.

The larger communities in the remainder of the state also
depend on use of the airport facilities in Anchorage and
Fairbanks. Change in the price of landing fees could raise
ticket prices, but the price of fuel appears to be a more
important consideration.



Airport Study Committee staff will continue to work on the
following points, regardless of the outcome of the current
study efforts:

1. Organization charts -- more and generally responsive
to local and air carrier needs.

2. Marketing

3. Response to local concerns: Policy advisory
committee, not volunteer; legislator should be
involved.

4. Continued oil supplies -- reasons for completion
of Fairbanks processint plant

5 Operational agreements -- what options can be included.
6 Capital development

7. Financial system

8 Policies in written form

9 Equipment

If there is a change in ownership, the following issues must
be addressed as well:

1. Financial responsibility, including contingent insurance.
Bonding

Bush

Labor

Continued subsidy

Separation from politics

Lease holders

© N o g B w DN

Capital improvements in Anchorage and Fairbanks
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BOX 49, KOTZEBUE, ALASKA 99752
TELEPHONE (907) 442-3301

May 15, 1981

Honorable Bill Ray

Chairman

Senate Transportation Committee
Pouch V

Juneau, AK 99811

Re: Senate Bill 510
Dear Mr. Chairman:

This is in regard to Senate Bill 510, which would appropriate $1 million to the
Department of Transportation for a route survey for a highway from Prospect
Creek to the Ambler Mining District. This letter supplements the testimony
Don Argetsinger delivered to the Committee on May 7.

NANA strongly oppos s the adoption of any legislation which will assist in the
development of overland transportation routes from the east to the Ambler Dis-
trict. We are very concerned with the consequences allowing uncontrolled
overland access would have on the Arctic environment and the lifestyle of the
residents of this region. Three of the 11 communities in this region are located
in the Ambler Mining District/Kobuk River Valley and four others are either iIn
the Kobuk Valley or immediately adjacent to it. Residents of these villages
enjoy and work hard tomaintain a lifestyle traditional to the Natives of this
region. While development ofmining claims in the Ambler District might some
day prove tobe economically feasible, it is extremely important that when and
if it takes place, it is done In a manner consistent with the aspirations of the
people of this area. This iIs the essence of NANA"s concern with this legislation.
In addition, there are a number of other specific reasons why Senate Bill 510 is
unacceptable. Several of these are listed below:

1. The results of the State Department of Transportation’ "Western Arctic
Transportation System " study (WATS) are unknown. This study is supposed
to have examined a number of altermatives for transportation to, from, and within
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the Western Arctic regions of the State. A great deal of lime and money was devoted to
this effort. Itis important for everyone t have an amble opportunity to review the
analysis and recommendations made by those contributing to this work. This should
be done before any decisions are made by erther the Adninistration or the Legislature
to fund work in connection with designated transportation routes to or from the Arctic.
For example, alternative modes of transportation (water and railroad) going to the
west from the Ambler District to tidewater have been examined in the WATS study,
demonstrating that it is premature to take action on a measure such as Senate Bill 510
until everyone has had a chance to look at these options and a full and complete public
airing of all altermatives has been provided.

2. There are no major mining concerns with claims in the Ambler District who
are anywhere near a decision to develop thelr property. From all we have been
able to learn, development decisions are easily 10 and very likely 15 years away.
In certain cases NANA lands contain or will be situated adjacent to the claims of
the companies holding large claim blocks at Ambler. We expect towork closely
with those having interests In the area and may even participate in some way in
this development >"rselves, either on our own lands in the District or through
use oF NANA lands adjoining these claims. All this is o illustrate that we are not
opposed to mining within the region , in fact our shareholders now Eiupport the
the idea of a carefully planned and executed mining development for the simple
reason they need the employment rtwould bring. However, mining will not
help our people unless it is carefully planned and development is phased over
a long period of time. For this reaaon we have begun discussing wiith a number of
companies (including the major concerns holding fclains in the Ambler District)
the potential for development of a lead/zinc property In the Northwest part of the
region in the vicinity of Kivalina. This property is located close enough to tidewater
that we believe the problem of transportation can be successfully addressed with a
minimum of disturbance to the environment and the lifestyle of our people.

In summary,NANA requests that no action "be taken on Senate Bill 510 and that
the issue cf developing any additional transportation for this region be approach-

ed in a manner which allows for proper planning, consideration of till nodes and
routes, and the full participation of the residents of this area.

Sincerely,

NANA REGIONAL CORPORATION , INC.
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CC: Governor Jay Hammond

Lt. Governor Terry Miller
-Commissioner Bob Ward

Senator Frank Ferguson
Senator John Sackett
Representative A1 Adams
Representative Jack Fuller
Tim Wallis, Doyon
Charles Johnson, Bering Straits
Marie Schwind, Mauneluk Association
Senator Charles Parr
Senator Don Gilman
Senator Ed Dankworth
Senator Tim Kelly
Senator Bettye Fahrenkamp
Senator Brad Bradley
Senator Mike Colletta
Senator Arlis Sturgelewski
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BOX 49, KOTZEBUE, ALASKA 99752
TELEPHONE (907) 442-3301

May 20, 1981

Honorable Bill Ray
Chairman
Senate Transportation Committee
Pouch V
Juneau,AK 99811

Re: Senate Bill 510
Dear Mr. Chailrman:
This refers tomy letter of May 15, 1981, expressing NASA"s views regarding the
above referenced legislation.
There are two errors iIn this letter which Iwant to call to your attention. In the
seventh line of item number two on page two, the third word should be "ourselves.”
In the third line of the last paragraph on page two, the third word from the end of
the line should be "all."

Thank you for making these corrections on your copy.

Sincerely,

NANA REGIONAL CORPORATION, INC.

President

dcs
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CC: Governor Jay Hammond
Lt. Governor Terry Miller
Commissioner Bob Ward
Senator Frank Ferguson
Senator John Sackett
Representative Al Adams
Representative Jack Fuller
Tim Wallis, Doyon
Charles Johnson, Bering Straits
Marie Schwind,Mauneluk Association
Senator Charles Parr
Senator Don Gilman
Senator Ed Dankworth
Senator Tim Kelly
Senator Bettye Fahrenkamp
Senator Brad Bradley
Senator Mike Colletta
Senator Arlis Sturgelewski






May 22, 1981

John W Schaeffer, President
NANA Regional Corporation, Inc.
Box 49

Kotzebue, Alaska 99752

Dear Mr. Schaeffer:

This is to acknowledge receipt of your correspondence of May 15
opposing Senate Bill 510 which appropriates $1 million for a route
survey for a highway from Prospect Creek to the Ambler Mining District.

Thank you for sending nme flJANA's position on this legislation. You
can be assured that the Transportation Committee will take these points

Into consideration.

Sincerely,

Jt-s | I«

Bill Ray
Senator
District C
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BOX 49, KOTZEBUE, ALASKA 99752
TELEPHONE (907) 442-3301

May 15, 1981

Honorable Bill Ray

Chairman

Senate Transportation Committee
Pouch V

Juneau, AK 99811

Re: Senate Bill 510
Dear Mr. Chairman:

This is in regard to Senate Bill 510, which would appropriate $1 million to the
Department of Transportation for a route survey for a highway from Prospect
Creek to the Ambler Mining District. This letter supplements the testimony
Don Argetsinger delivered to the Committee on May 7.

NANA strongly opposes the adoption of any legislation which will assist In the
development of overland transportation routes from the east to the Ambler Dis-
trict. We are very concerned with the consequences allowing uncontrolled
overland access would have on the Arctic environment and the lifestyle of the
residents of this region. Three of the 11 communities in this region are located
in the Ambler Mining District/Kobuk River Valley and four others are either iIn
the Kobuk Valley or immediately adjacent to it. Residents of these villages
enjoy and work hard to maintain a lifestyle traditional to the Natives of this
region. While development of mining claims in the Ambler District might some
day prove to bo economically feasible, it is extremely important that when and
if it takes place, 1t is done in a manner consistent with the aspirations of the
people of this area. This is the essence of NANA®s concern with this legislation.
In addition, there are a number of other specific reasons why Senate Bill 510 is
unacceptable. Several of these are listed below:

1. The results of the State Department of Transportation®s ""Western Arctic

Transportation System " study (WATS) are unknown. This study is supposed
to have examined a number of altematives for transportation to, from, and within

DK
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the Western Arctic regions of the State. A great deal of time and money was devoied to
this effort. Itis important for everyone to have an amble opportunity to review the
analysis and recommendations made by those contributing to thiswork. This should
be done before any decisions are made by either the Administration or the Legislature
to fund work in connection with designated transportation routes to or from the Arctic.
For example, altemative modes of transportation (water and railroad) going to the
west from the Ambler District to tidewater have been examined in the WATS study,
demonstrating that it is premature to take action on a measure such as Senate Bill 510
until everyone has had a cha.ice to look at these options and a full and complete public
airing of all altermatives has been provided.

2. There are no major mining concerns with claims in the Ambler District who
are anywhere near a decision to develop their property. From all we have been
able to learn, development decisions are easily 10 and very likely 15 years away .
In certain cases NANA lands contain or will be situated adjacent to the claims of
the companies holding large claim blocks at Ambler. We expect towork closely
wi'th those having interests in the area and may even participate In some way in
this development ourselves, erther on our own lands iIn the District or through
use of NANA lands adjoining these claims. All this is t illustrate that we are not
opposed to mining within the region, In fact our shareholders now support the
the idea of a carefully planned and executed mining development for the simple
reason they need the employment itwould bring. However, mining will not
help our people unless it is carefully planned and development is phased over
a long period of time. For this reason we have begun discussing with a number of
companies (including the major concerns holding claims in the Ambler District)
the potential for development of a lead/zinc property in the Northwest part of the
region in the vicinity of Kivalina. This property is located close enough to tidewater
that we believe the problem of transportation can be successfully addressed with a
minimum of disturbance to the environment and the lifestyle of our people.

In summary, NANA requests that no action be taken on Senate Bill 510 and that
the i1ssue of developing any additional transportation for this region be approach-
ed in a manner which allows for proper planning, consideration of all modes and
routes, and the full participation of the residents of this area.

Sincerely,

NANA REGIONAL CORPORATION , INC.

JoHn W. Schaeffer
president

dcs
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cc: Governor Jay Hammond
Lt. Governor Terry MiUer
Commissioner Bob Ward
Senator Frank Ferguson
Senator John Sackett
Representative A1 Adams
Representative Jack Fuller
Tim Wallis, Doyon
Charles Johnson, Bering Straits
Marie Schwind, Mauneluk Association
Senator Charles Parr
Senator Don Gilman
Senator Ed Dankworth
Senator Tim Kelly
Senator Bettye Fahrenkan.p
Senator Brad Bradley
Senator Mike Colletta
Senator Arlis Sturgelewski



CITY o f AMBLER
99786
May 6, 1981
Senator Frank Ferguson
Representative Al Adams
Pouch V
Juneau, Alaska 99801
Dear Frank & A,
We have just learned about S B 510 which would begin work
on a road from the Pipeline to Ambler and we are strongly against

this bill.

We think a road into the Upper Kobuk would not be good for

the people who Ilive here as it would bring in too many people to
keep on living on subsistance lifestyle.

The City Council of Ambler will discuss this bill at our
next meeting and we w ill ask those who don't wantthe road build
will sign the letter.

We have to ask you to helpus to stop them from ruining o.ur
land and the way we live.

Sincerely,

City Council of Ambler

and concerned people of Ambler.
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02075 TDA NOORVIK AK 136 05-12 1247P ADT

pms senator bill ray,

senate TRANSPORTATION committee

JUNEAU

WE OPPOSE THE PASSAGE OF THE SENATE BILL NBR 51? QUOTE AN ACT

making a special appropriation TO THE DEPARTMENT OF THE

transportation-pf for a highway road survey from prospect

CREEK TO THE AMBER MINING DISTRICT; AND PROVIDING FOR AN

EFFECTIVE DATE. WE FEEL THAT STREET AND ROAD DEVELOPMENT

SHOULD BE A PRIORITY WITHIN RURAL TOWNSITE BOUNDARIES RATHER

THAN EXPANDING STATE FUNDS FOR A SURVEY ATTEMPTING TO LINK

URBAN AREAS WITHIN RURAL COMMUNITIES. RuRAL COMMUNITIES SuFFER

FROM INADEQUATE STREET ROADS AND WILL CONTINUE TO, UNLESS

legislators and administrative officials develop policies

targeting funds toward rural community streets and road

DEVELOPMENT, RATHER THAN EXPANDING FUNDS DETRIMENTAL TO THE

LIVLIHOOD AND CULTURAL LIFESTYLE OF R|IRAL RESIDENTS. WE URGE

NON PASSAGE OF THE ABOVE BILL IN THE SENATE TRANSPORTATION

COMMITTEE,

JAKE WELLS

CITY ADMINISTRATOR OF NOORVIK

BOX 146

NOORVIK AK 99763



co

02051 IDA AMBLER ALASKA 60 05-1! 13SP ADT
PMS SENATOR BILL RAY CHAIRMAN TRANSPORTATION COMMITTEE
JUNEAU AK 0833
THE CITY COUNCIL ANL CITIZENS OF AMBLER UNANIMOUSLY, gTRENuOuUSLY
OPPOSE THE PROPOSED HIGHWAY TO OUR REGION. St|[CH A ROAD WOULD
SURELY LEAD TO THE ULTIMATE DISSPOILMENT OF THE LOCAL ECOSYSTEM
AND TO THE DESTRUCTION OF OUR SIBSISTENCE LIFE STYLE. WE VOW TO
UNITE WITH ALL WHO OPPOSE THIS THREAT, AND WILL USE EVERY POWER
WITHIN OUR MEANS TO DEFEAT IT.

CITY OF AMBLER
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WIONE; 566-6442 *
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02049 TDA KOTZEBUE ALASKA 82 05-1! 1135A ADT
PMS SEN BILL RAY
0822
JUNEAU
SENATE BILL 510 WOULD BE A DISASTER FOR THE RESIDENTS OF THE
UPPER KOBUK RIVER* RESIDENTS OF AMBLER, KOBflJK AND SHuUNGNAK
have often expressed their opposition to any roads in the area.

THE ROAD WOULD BEING UNWANTED DEVELOPMENT AND INFLUX OF PEOPLE

WHO wWOUuLD COMPETE WITH LOCAL RESIDENTS FOR JOB AND SUBSISTENCE

RESOURCES. AT A TIME WHEN THE SUBSISTENCE PRIORITY OF RURAL

ALASKAN RESIDENTS IS BEING CHALLENGED SB510 IS PARTICULARLY

ILL ADVISED. | URGE THE SENATE TRANSPORTATION COMMITTEE DEFEAT

SB5I10.

GREG MOORE SUBSISTENCE COORDINATOR, MAtfNELIIK ASSOCIATION



02081 NL TDA KOTZEBUE ALASKA 100 05-11 230P APT 3

PMS senator bill ray n

JUNEAU AK "

I WORK FOR THE MAUNELUK HEALTH CORPORATION IN KOTZEBUE AND

HAVE TRAVELED TO THE VILLAGE OF SHuNGNAK AND AMBLER ON HEALTH

RELATED BUSINESS. | HAVE SPENT TIME TALKING TO THE RESIDENTS

OF THESE VILLAGES ON THE MATTER OF SB510 AND THEY PEEL STRONGLY

AGAINST THE ROAD INTO THIS AREA. THIS ROAD WOULD GREATLY AFFECT

THEIR LIVELIHOOD IN BOTH CULTURE AND SUBSISTENCE LIFESTYLE OfjR

MAUNELUK CORPORATION DEALS IN HEALTH PROBLEMS IN THE REGION AND

SUCH A ROAD WOULD ADD TO THE EXISTING PROBLEMS OF Ot|R AREA. WE

HOPE YOU WILL HELP OTHERS CONSIDER MORE THOUGHTS BEFORE SfjCH

A MOVE IS MADE.

TOM FIELDS, WELLNESS COORDINATOR



02133 TDA KIANA ALASKA 32 05-11 0418P ADT
PMS SEN BILL RAY

JUNEAU 08571 Il

THE CITY OF KIANA OPPOSES THE PROPOSED ROaD FROM PROSPECT
3;

CREEK TO AMBLER UNTIL THERE ARE HEARINGS IN EACH VILLAGE THAT

MAY BE EFFECTED BY THE ROAD IN OUR NANA REGION. FS
EUGENE GESSE, MAYOR

KIANA ALASKA



M AUNELUK ASSOCTATION Phone

(907)442-3311
P. O. Box 256

Kotzebue, Alaska 99752 (907) 442-3313

May 6, 1981

Senator Bill Ray

Senate Transportation Committee
State Legislature

Pouch V

Juneau, Alaska 99811

Dear Senator and Committee:

It is the position of the people of Northwest Alaska that a road
through the Kobuk Valley to the western coast would be undesirable.

The social, environmental, cultural and political impacts on the
people of the region would far outweigh the positive aspects. This
could be especially destructive if done in conjunction with secretary
Watt"s accelerated exploration for oil.

NANA Corporation lias proposed an alternative route, from Ambler to
Golovin Bay, to allow the mining corporations to get the minerals out,
and jobs to be created, yet allow the people to remain in the present
subsistence and local control situation.

Before you open up roads, please investigate other alternatives such as
railroads and lighter -than-air vehicles. This is a strong position
held by the people of the region, and we suspect, many people outside
the region who have not yet spoken up.

The bill introduced by Parr et. al. for a $1 million route survey
should not be passed. Hie Western Arctic Transportation Study lias
not even been distributed for public review yet, and already pro—
posals are being made for opening up this country.

It is in the State"s interest to leave the minerals in the ground as
long as possible to get a higher price later when the market demand"
is higher! The remaining time can be used by the State, our corpora—
tions, and our people to get the training and develop the management
capability to handle the changes.

MEMBER VILLAGES
Ambler, Buckland, Peering, Kiana, Kivalina, Kobuk, Kotzebue, Noatak, Nonrvik, Selawik, Shungnak



Please read thoroughly the enclosed resolution and the points it
makes in developing the reasons for our position. This resolution
was adopted by ALL the communities of the NANA region.

Sincerely,
MAUNELUK ASSOCIATION

Dennis J. Tiepelman, President

MNS/Zijc

cc: Senator Frank Ferguson
Rep. Al Adams
Rep. Jack Fuller
House Transportation Committee
Commissioner of Community &Regional Affairs
Commissioner of DOT/PF
Commissioner of Dept, of Natural Resources
AFN Members
Mauneluk Board of Directors
John Schaeffer, President of NANA

ENCLOSURE



Phone

(907) 442-3311
P. O. Box 256 or

Kotzebue, Alaska 99752 (907)442-3313

RESOLUTION #81-03

KOBUK VALLEY ROAD

WHEREAS: Mauneluk Association represents the eleven (11)
villages in the NANA Region; and

WHEREAS: The Mauneluk Association Board oC Directors 1is the
policy making body for the Mauneluk Association; and

WHEREAS: The people of Northwest Alaska wish to retain their
current lifestyle and economy; and

WHEREAS: Development needs to be carefully phased to allow for
local training and growth management institutions; and

WHEREAS: A highway would accelerate sociocultural caribou and
fishery iImpacts through immigration of outside employ-
ment and population; and

WHEREAS: A highway would be a subsidy to a multi-national corpo-
ration capable of funding it"s own support system; and

WHEREAS: The benefits would not outweigh the social and economic
costs; and

WHEREAS: The Skate®"s hard-rock mineral severance taxes are so
low that there would not be substantial State benefits;
and

WHEREAS: State"s severance taxes are not likely after reappor-
tionment to be redistributed to rural aras to offset
the iImpacts; and

WHEREAS: Other technological and routing alternatives exist for
getting the minerals to market; and

MEMHER VILLAGES

Ambler, Buck/and, Deering. Kiana, Kivalina, Kohuk, Kotzebue. Noatak, Noorvik. Selawik, Sliiingnak

n



RESOLUTION #81-08
Page 2
May 5, 1981

AND WHEREAS: The precedent is already set around Nome for
road system not connected to the main network.

NOW THEREFORE BE IT RESOLVED THAT: No road be built nor route
surveyed from the existing network through the Kobuk Valley to
Ambler.

ATTESTj
LILA M. MOTO
CORPORATE SECRETARY ELUK ASSOCIATION
r
DATE: 7)U i [ 1*1%] 0-i, C T

') \",Ct - CHAIRPERSON
MAUNELUK BOARD OF DIRECTORS



MAUNELLK ASSCOATION

(907)442-3311
P. O. Box 256 or

Kotzebue, Alaska 99752 (907) 442-3313

May 6, 1981

Senator Bill Ray

Senate Transportation Committee
State Legislature

Pouch V

Juneau, Alaska 99811

Dear Senator and Committee:

It is tire position of the people of Northwest Alaska that a road
through the Kobuk Valley to the western coast would be undesirable.

The social, environmental, cultural and political impacts on the
people of the region would far outweigh the positive aspects. This
could be especially destructive if done in conjunction with secretary
Watt"s accelerated exploration for oil.

NANA Corporation has proposed an alternative rout3, from Ambler to
Golovin Bay, to allow the mining corporations to get the minerals out,
and jobs to be created, yet allow the people 1o remain in the present
subsistence and local control situation.

Before you open up roads, please investigate other alternatives such as
railroads and lighter -than-air vehicles. This is a strong position
held by the people of the region, and we suspect, many people outside
the region who have not yet spoken up.

The bill introduced by Parr et. al. for a $1 million route survey
should not be passed. The Western Arctic Transportation Study has
not even been distributed for public review yet, and already pro—
posals are being made for opening up this country.

It is in the State"s interest to leave the minerals in the ground as
long as possible to fiet a higher price later when the market demand"”
Ts higherl The-remaining time can be used by the State, our corpora-
tions, and our people to get the training and develop the management
capability to handle the changes.

MEMHER VILLAGES

Ambler. Buckland. Deering. Kiana. Kivalina. Kobuk, Kocebue. Noatak, Noorvik, Selawik,Shungnak



Senator Bill Ray
PAGE 2
May 6, 1981

Please read thoroughly the enclosed resolution and the points it
makes in developing the reasons for our position. This resolution
was adopted by ALL the communities of the NANA region.

Sincerely,

MAUNELUK ASSOCIATION

MNS/ijc

cc: Senator Frank Ferguson
Rep. Al Adams
Rep. Jack Fuller
House Transportation Committee
Commissioner of Community 5 Regional Affairs
Commissioner of DOT/PF
Commissioner of Dept, of Natural Resources
AFN Members
Mauneluk Board of Directors
John Schaeffer, President of NANA

ENCLOSURE



MAUNELLK ASSCAATICN ohon

(907)442-3311
P. O. Box 256 or
Kotzebue, Alaska 99752 (997) 442-3313
RESOLUTION #81-08
KOBUK VALLEY ROAD
WHEREAS: Mauneluk Association represents the eleven (11)

villages in the NANA Region; and

WHEREAS: The Mauneluk Association Board of Directors is the
policy making body for the Mauneluk Association; and

WHEREAS: The people of Northwest Alaska wish to retain their
current lifestyle and economy; and

WHEREAS: Development needs to be carefully phased to allow for
local training and growth management institutions; and

WHEREAS: A highway would accelerate sociocultural caribou and
fishery iImpacts through immigration of outside employ-
ment and population; and

WHEREAS: A highway would be a subsidy to a multi-national corpo-
ration capable of funding it°s own support system; and

WHEREAS: The benefits would not outweigh the social and economic
costs; and

WHEREAS : The State"s hard-rock mineral severance taxes are so
low that there would not be substantial State benefits;
and

WHEREAS: State"s severance taxes are not likely after reappor-
tionment to be redistributed to rural aras to offset
the iImpacts; and

WHEREAS Other technological and routing alternatives exist for
getting the minerals to market; and

MEMBER VILLAGES

Ambler, Buckiand, Deering, Kiana. Kivalina, Kobuk. Kotzebue,Noatak. Noorvik.Selawik, Shungnak



RESOLUTION #81-08
Page 2
May 5, 1981

AND WHEREAS: The precedent is already set around Nome for
road system not connected to the main network.

NOW THEREFORE BE 1T RESOLVED THAT: No road be built nor route

surveyed from the existing network through the Kobuk Valley to
Ambler.

ATTEST™M I/k h i fY uh

LILA M. MOTO TIEPELMAN, PRESIDENT
CORPORATE SECRETARY NELUK ASSOCIATION
. I

DATEt filthy L 10G%/ i W1 C. 7 lbt

"/ice- CHAIRPERSON
MAUNELUK BOARD OF DIRECTORS



To: Senate Transportation Committee Nay 7, 1981

From: E. 0. Bracken, Development Specialist
Office of Minerals Development

Statement in favor of Senate Bill No. 510

TRUNKLINE SURFACE TRANSPORTATION SYSTEM

The transportation system component proposed by Senate Bill No. 510
is representative of the type of infrastructure improvement needed
to encourage development of Alaskan resources.

Access for transportation of product to markets.and for supplies and
labor for the production process 1is an essential first step toward
making resource potential commercially valuable.

This Division would encourage the establishment of a bulk trans-—
portation system for the state. Whereas, S.B. No. 510 proposes
highway access, the optimum system might be railroad extension.

The appropriation should include consideration of feasibility for
any combination of bulk surface transportation facilities for
servicing the potentially productive area in and adjacent to the
Ambler mining district.
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NOTES from phone conversation with Dave Smith, DNR, Division
of Minerals & Energy, Anchorage, Noon, May 6, 1981:

Ambler Mining District:

Includes the Arctic deposit: minerals include copper,
lead, zinc, silver and gold; area "drilled out" by
Kennecott Copper -- they are certain of the scope of
the deposit -- they anticipate 9,000 tons per day pro-
duced at the mine, and about 600,000 tons per year.

Also iIncludes the Sun deposit and the Smucker deposit,
with the same ore minerals: Anaconda has interest in
these deposits; Anaconda is not altogether sure of the
scope of these deposits, but figures that together
they may add up to another 600,000 tons per year.
There may be other deposits.

Total mineral materials available for export from area
probably about 1.2 million tons per year.

An area 6 miles wide, located about 20 miles north of
Kobuk, extending about 25 miles to the west and about
35 miles to the east.

Should also be considerable "in haul"™ -- perhaps 2070 to 25%
of amount of mineral out haul - food, supplies, etc.



