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Introduced: 3/1/85
Referred: Community & Regional
Affairs

BY KOPONEN, DAVIS, LARSON, 
M.W. MILLER, RINGSTAD, SUND, 

IN THE HOUSE MARROU AND  HURLEY

HOUSE BILL NO. 253 

IN T H E  LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act allowing municipalities to exempt land from

property taxes and from special assessments for fire

protection service and fire protection facilities;

ani providing for an effective date."

BE IT tNACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.53.025 is amended by adding a new subsection to

read:

(h) A municipality may by ordinance exempt land from a tax for 

fire protection service and fire protection facilities and may levy 

the tax only on improvements, including personal property affixed to 

the improvements.

* Sec. 2. AS 29.63 is amended by adding a ne w section to read:

Sec. 29.63.066. OPTIONAL EXEMPTION. If an assessment under this 

chapter is for a fire p rotection facility, a municipality may exempt 

land and levy the «: sessment only on improvements, including personal 

property affixed to the improvements.

* Sec. 3. This Act takes effect January 1, 1986.
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D a t e :  - ? > - / > -  t ■

Mr. S p e a k e r :

T h e  C o m m i t t e e  on C O M M U N I T Y  & R E G I O N A L  A F F A \ has i. H B  253

”An A c t  a l l o w i n g  m u n i c i p a l i t i e s  to e x e m p t  l a n d  f r o m  o p e r t y  t a x e s  a n d  
f r o m  special a s s e s s m e n t s  for f i r e  p r o t e c t i o n  s e r v i c e  a n d  tiro p r o t e c t i o n  
f a c i l i t i e s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

u n d e r  c o n s i d e r a t i o n  a n d  r e p o r t s  it b a c k  as f o llows:

] do p a s s  [ ] do n o t  pass

[ ] do pa s s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )

.   >  [>r ] s a m e  t i t l e
[ /  ] r e p l a c e  w i t h  CS f o r  /-./ /'2jJ+ S 5  ( C >  i<L h  /_____________ [ j n e w  t i t l e

*L A jO
and r e c o m m e n d s  y  /" ydy? '__________________________________________

[ ] A N D  a t t a c h e s  a " L e t t e r  o f  I n t e n t "  [ ] N e w  Fiscal No t e

k x  \oi. Zero Fiscal Note-\A.ttached 
[ J r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

[ ] r e f e r r e d  to the _________________________  C o m m i t t e e

M E M B E R S  S I G N I N G  M E M B E R S  H A V I N G
DO PASS-— ------------  J _  O T H E R  R E C O M M E N D A T I O N S :

y te > -/ie c ^

F U R T H E R :
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90 7 .463-3800

LEGISLATIVE AFFAIRS AGENCY
L E G I S L A T I V E  R E F E R E N C E  L I B R A R Y

May, 19S8

C o p i e s  o f  m i n u t e s  l i s t e d  b e l o w  w e r e  o r i g i n a l l y  i n c l u d e d  
in this file. T h e  m i n u t e s  a r e  a v a i l a b l e  o n  the S T A I R S  
d a t a b a s e  CMPR. I n  o r d e r  to sa v e  s p a c e  c o p i e s  o f  m i n u t e s  

h a v e  n o t  b e e n  l e f t  in  the files.
M a r y  V a n  N i m w e g e n



Introduced: 03/11/85
Postponed: 03/11/85
Adopted: 03/1 M/85

A RESOLUTION IN SUPPORT OF HOUSE BILL NO. 253, 
"AN ACT ALLOWING MUNICIPALITIES TO EXEMPT LAND 

FROM PROPERTY TAXES AND FROM SPECIAL ASSESSMENTS 
FOR FIRE PROTECTION SERVICE . .

RESO LU T IO N  NO , 85-024

WHEREAS, the Fairbanks North Star Borough has a large portion 
o f Its population unprotected by Fire Service Districts;^ and

WHEREAS, the Fairbanks North Star Borough Fire Service Areas 
have had difficulty In getting total acceptance o f proposals create such 
Fire Service Districts, largely because larger land owners have not been 
able to be a part o f the process; and

WHEREAS, ths Fairbanks North Star Borough has supported 
differential land and Improvement taxation for the past five years , and has 
investigated many potential taxation methods In ot der to provide safety and 
protection to areas o f the Borough through equitable taxation; and

WHEREAS, the Assembly o f the Fairbanks North Star Boroi;gh 
has reiterated Its position during public meetings and public hearings In 
support o f taxation only on improvements, Including personal propertyi
affixed to the Improvements upon the lands, Sind exemption o f the 
assessm. it upon the land value.

NOW, THEREFORE, BE IT RESOLVED by the Assembly o f the 
Fairbanks North Star Borough that we urge adoption o f House Bill No, 253 
to allow municipalities to exempt land from property taxes ond from special 
assessments for fire protection services and fire protection facilities.

PASSED AND APPROVED THIS 14TH DAY OF MARCH, 1985.

ATTEST:



Alaska l&ate Hegislature
House o f  Representatives

Committee on 
Community & Regional AJ'fairs

H E A R I N G  D A T E :
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P o u c h  V 
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§ 29.53.025 M u n i c i p a l  G o v e k n m e n t g 29.53.025

revenue lost to the m unicipality by reason 
of the exemption authorized in those provi­
sions may be reim bursed to th e  m unic­
ipality by the state."

The 1977 am endm ent, in  subsection (e), 
deleted "up to and including an assessed 
value lim it determ , 'ed no la te r th an  J a n ­
uary :;5 of each y ear by the comm issioner 
of the D epartm ent of Comm unity and 
Regional Affairs" from th e  end of the first 
sentence and deleted the form er second

sentence, which read "The assessed value 
lim it is the upper lim it of the third 
quartile  class in a frequency distribution 
of previous year assessed values in the 
s ta te .”

The first 19S0 am endm ent, added para­
graph (7) of subsection (a) arid subsection
(j)-

The second 1980 am endm ent, added 
paragraph (8) of subsection (a).

N O T E S TO  D EC ISIO N S

S tr ic t c o n s tru c tio n .
The courts m ust narrowly construe s ta t­

utes g ran ting  tax exemptions. G reater 
Anchomge A rea Borough . S isters of 
C harity  of House of P ro v ;' :e, Sup. Ct.
Op. No. 1299 (File No. 24. 53P .2d467
(1976).

B u rd e n  o f  sh o w in g  e ' lity  fo r 
exem p tio n . — A taxpayer c, ng a tax
exemption has the burden of viitg th a t
the property is eligible for the exem ption. 
G reater Anchorage A rea Borough v. S is­
ters of C harity  of House of Providence, 
Sup. Ct. Op. No. 1299 (File No. 2445), 553 
P.2d 467 (1976).

E x c lu siv e  u se  fo r n o n p ro f it  re l i­
g ious, e tc ., p u rp o s e s  m u s t b e  sh o w n . In 
order to qualify for an  exem ption, the 
taxpayer m ust show not benefits, bu t 
exclusive use for nonprofit religious, 
charitable, cem etery, hospital or educa­
tional purposes. G reater A nchorage A rea 
Borough v Sisters of C harity  of House of 
Providence, ̂ up. Ct. Op. No. 1299 (File No. 
2445), 553 P.2d 467 (1976).

When the property in question is used 
even in p art by nonexem pt parties  for the ir 
private business purposes, there  can be no 
exemption. G reater Anchorage A rea Bor­
ough v. S isters of C harity  of House of P ro­

vidence, Sup. Ct. Op. No. 1299 (File No. 
2445), 553 P.2d 467 (1976).

A c tu a l u se  r a th e r  th a n  o w n e r’s use  
sh o u ld  b e  an a ly zed  in determ ining eligi­
bility for an  exemption. G reater 
Anchorage Area Borough v. S isters of 
C harity  of House of Providence, Sup. Ct. 
Op. No. 1299 (File No. 2445), 553 P.2d 467 
(1976).

O ffice sp a c e  ren ted  to  d o c to rs  
e n g ag ed  in  p r iv a te  p ra c tic e . — Office 
space in a building partially  used exclu­
sively for nonprofit hospital purposes, 
rented to doctors engaged in the private 
practice of medicine by a nonprofit 
charitable and religious corporation, was 
not. exem pt from taxation. G reater 
Anchorage Area Borough v. S isters of 
C harity  of House of Providence, Sup. Ct. 
Op. No. 1299 (File No. 2445), -553 P.2d 467 
(1S76).

W hile the use of office space by 
doctor-tenants in conducting the ir private 
practices does provide incidental benefits 
to the adjacent hospital, the office spac is 
not used exclusively for hospital purposes. 
G reater Anchorage Area Borough v. Sis­
ters of C harity  of House of Providence, 
Sup. Cl. Op. No. 1299 (File No. 2445), 553 
P.2d 467 (1976).

Sec. 29.53.025. O p tio n a l e x e m p tio n s  a n d  exc lu sio n s, (a) M unic­
ipalities may exclude or exem pt or partially  exem pt residential prop­
erty from taxation  by ordinance ratified by the  voters a t  a regu lar or 
special election. An exclusion or exemption authorized by th is section 
may not exceed $10,000 for any one residence.

(b) M unicipalities may by ordinance
(1) classify boats and vessels for purposes of taxation and may estab­

lish the assessed valuation of boats and vessels on the basis of their 
registered or certificated net tonnage; a tax based upon a tonnage 
valuation shall not exceed $5 a year for a boat or vessel of less than  five 
net tons and shall not exceed $15 a year for a boat or vessel of more 
than  five net tons;
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§ 29.53.025 A l a s k a  S t a t u t e s  S u p p l e m e n t § 29.53.025

(2) classify and exem pt from taxation
(A) the household fu rn itu re  over $500 in value and the effects of the 

head of a fam ily or a householder; and
(B) the property of an organization not organized for business or 

profit-m aking purposes and used exclusively for community purposes, 
provided th a t income derived from rental of such property does not 
exceed the actual cost to the  owner of the use by the renter; and

(C) ..istoric sites, buildings and m onuments;
(D) land of a nonprofit organization used for agricultural purposes if 

righ ts to subdivide the land  are conveyed to the sta te  and the convey­
ance includes a covenant restric ting  use of the land to agricultural 
purposes only; righ ts conveyed to th e  sta te  under this subparagraph 
may be conveyed by the s ta te  only in  accordance with AS 38.05.069(c).

(c) The provisions of (a) of th is  section notw ithstanding,
(1) a home rule or first or second class borough may, by ordinance, 

adjust its property tax  s tru c tu re  in whole or in part to the property tax 
structure  of a city w ithin it, including but not lim ited to, excluding 
personal property from taxation , establishing exemptions, and 
extending the redem ption period;

(2) a home rule or firs t class city shall have the same power to g ran t 
exemptions or exclude property from borough taxes th a t it has as to city 
taxes, provided th a t  the exem ptions or exclusions have been adopted as 
to city taxes and fu rther provided th a t  the city appropriate to the 
borough sufficient money to equal revenues lost by the borough 
because of the exem ptions or exclusions, the am ount to be ieterm ined 
annually  by the assem bly w ithout weighted voting;

(3) a home ru le  or general law city w ithin an crgaruzed borough 
may, by ordinance, ad just its  property tax structure in whole or in part 
to the property tax  s truc tu re  of the  borough, including but not lim ited 
to exem pting or partia lly  exem pting property from taxation.

(d) Exem ptions or exclusions from property tax which have been 
granted by home ru le m unicipalities in addition to exemptions au tho­
rized or required by law, and which are in effect on Septem ber 10,1972 
and not la te r  w ithdraw n, are  not affected by th is Act.

(e) M unicipalities m ay by ordinance classify and exempt or partially  
exempt from taxation  privately  owned land, wet land and w ater areas 
for which a scenic, conservation, or public recreation use easem ent is 
granted to a governm ental body. To be eligible for a tax exemption, or 
partial exemption, the t  lsem ent m ust be in perpetuity. However, the 
easem ent is au tom atically  term inated  before an em inent domain 
taking of fee sim ple title  or less th an  fee simple title  to the property so 
th a t the property owner is com pensated a t a rate  which does not reflect 
the easem ent g ran t.

(f) A m unicipality  m ay by ordinance exempt from taxation all or any 
p a rt of the increase in assessed value of improvements to real property 
if an increase in assessed value is directly attribu tab le  to a lteration of

148



§ 29.53.035 M u n i c ip a l  G o v e r n m e n t § 29.53.035

the n a tu ra l features of the land or new m aintenance, repair or 
renovation of an existing s tructu re  and if  th e  alteration , m aintenance, 
repair or renovation, when completed, enhances the exterior 
appearance or aesthetic quality  of the  land or s tructu re . No exemption 
may be allowed under th is  subsection for the construction of an 
im provem ent to a struc tu re  if the principal purpose of the im provem ent 
is to increase the am ount of space for occupancy or nonresidential use 
w ithin the s tructu re  or for the a lte ra tion  of land as a consequence of 
construction activity. An exem ption provided in th is  subsection may 
continue for up to four years from the  d a te  the im provem ent is com­
pleted or from the date  of approval for the  exem ption by the local 
assessor, whichever is later.

(g) A m u n ic ip a lity jn ay  by ordinance exem pt from taxation all or 
any p a rt of the  increase in  asseised~Value~of i mprovem ents'to~a'ifngle~' 
family dwelling ^  the principal purpose of the  im provem ehr is to~ 
jncrease the am ount of space for occupancy. An exemption provided iff 
this subsection~may~continue for up to two years from the date the 
im provem ent is completed or from the  date  of approval of an applica­
tion for the exemption by the local assessor, whichever is later. (§ 2 ch 
118 SLA 1972; am § 2 ch 1 FSSLA 1973; am  § 1 ch 33 SLA 1975; am 
§ 1 c h i l l  SLA 1976; am  § 1 ch 262 SLA 1976; am  § 1 ch 95 SLA 1977; 
am § 31 ch 94 SLA 1980)

E ffec t o f  am en d m e n ts . — The 1973 
em endm ent added the second sentence of 
subsection (a).

The 1975 am endm ent added subsection 
(e).

The first 1976 am endm ent added p ara­
graph (3) ot'subsection (c).

The second 1976 am endm ent °dded

parag raph  (21(D) of subsection (b).
T he 1977 am endm ent added subsections 

(0  and (g).
The 1980 am endm ent deleted "adopted 

w ithou t weighted voting" near the 
beg inn ing  of paragraph (1) of subsection 
(c).

Sec. 29.53.035. F a rm  o r  a g r ic u l tu ra l  la n d s , (a) Farm  use lands 
included in a farm un it and not dedicated or being used for nonfarm  
purposes shall be assessed on the basis of full and true  value for farm 
use, and shall not be assessed as if subdivided or used for some other 
nonfarnt purpose. The assessor shall m a in ta in  re ’ .rds valuing the farm 
use land for both full and true  value and farm  use value. Should the 
farm use land be sold, leased, or otherw ise disposed of for uses incom­
patible with farm  use or be converted to a use incom patible w ith farm 
use by the owner, the owner is liable to pay an am ount equal to the 
additional tax  a t the cu rren t mill levy together w ith eight per cent 
in terest for the preceding seven years, as though the land had not been 
assessed for farm  use purposes. Paym ent by the owner shall be made 
to the sta te  to the ex ten t of itn reim bursem ent for revenue loss under
(e) of th is section for the  preceding seven years. The balance of the 
payment shall be made to the city or borough.



CONSIDERATION OF THE JAII .Y CALENDAR

740 HOUSE JOURNAL March 30, IS8I

SECOND READING OE HOUSE BILLS

HB 87
HOUSE BILL NO. 87 ( a l l o w i n g  m u n i c i p a l i t i e s  t o exempt l a nd  
f rom p r o p e r t y  t a x e s  f o r  a f i r e  s e r v i c e  d i s t r i c t ;  e f f e c t i v e  
d a t e )  was r ead  t h e  s e cond t ime  w i t h  t he Community & Reg i o n a l  
A f f a i r s  Commi t tee r e p o r t  (page 671 o f  t he  J o u r n a l ) .

R e p r e s e n t a t i v e  Meek l n s  moved and a s ked  unanimous c on se n t  
t h a t  COMMITTEE SUBSTITUTE FOR HOUSE BTT.L HO. 87 (Community 
& R e g i o n a l  A f f a i r s )  ( a l l o w i n g  mun l c i p . '  - l e s  t o  exempt l a n d  
f rom s p e c i a l  a s s e s sm en t s  f o r  f i r e  c t l o n  s e r v i c e  and
f a c i l i t i e s ;  e f f e c t i v e  d a t e )  be adop t ed  . l i e u  o f  t he  o r i g i n ­
a l  b i l l .  The r e b e i n g  no o b j e c t i o n ,  was so o r d e r e d .

CSHB 87(C6RA)

R e p r e s e n t a t i v e  Meek l n s  moved and a s ked  unanimous c on s en t  
t h a t  CSHB 87(C6RA) be c o n s i d e r e d  e n g r o s c e d ,  advanced to 
t h i r d  r e a d i n g  and p l a c e d  on f i n a l  p a s s a g e .  There b e i n g
no o b j e c t i o n ,  i t  was so o r d e r e d .

CSHB 87(C&RA) was r e a d  t h e  t h i r d  t im e .

The q u e s t i o n  b e i n g :  " S h a l l  CSHB 87(CSRA) p a s s  t he  House?"
The r o l l  was t a ken  w i t h  t he  f o l l o w i n g  r e s t ’ t :

CSHB 87(CRA)
Yeas :  31 Abood,  Adams,  Anderso.-'. B e l r n e ,

B e t t l s w o r t h ,  Brown, B u c c h o l d t ,
Ca rney ,  Ca t o ,  Chuckwuk,  C l o c k s i n ,  
C o t t e n ,  Duncan,  Fan n in g ,  Freeman,  
F u l l e r ,  G r u s s e n d o r f ,  H a l f o r d ,  Haugen,  
H u r l b e r t ,  Ma lone ,  Meek in s ,  M i l l e r ,  
Montgomery,  Moss ,  P h i l l i p s ,  Rando lph ,  
Ro ge r s ,  Sm i t h ,  S u t c l i f f e ,  Vaska
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JSE BILLS

pa l i . t l . e s  t o  exempt l a nd  
v i c e  d i s t r i c t ;  e f f e c t i v e  
t he  Community & Reg i ona l  
f  t he  J o u r n a l ) .

a s ked unan imous c on s en t  
: BILL NO. 87 (Community 
i p a l l t l e s  t o  exempt l and  

p r o t e c t i o n  s e r v i c e  and 
ed i n  l i e u  o f  t h e  o r l g l n -  
)n, i t  was so o r d e r e d .

a s ked unanimous c on se n t  
e n g r o s s e d ,  advanced  to 

1 p a s s a g e .  There b e i n g

:e.

57(C&RA) pa s s  t he  House?" 
lg r e s u l t :

i nd o r s o n ,  B e i r n e ,  
rown, Buc hho l d t ,  
Chuckwuk,  C l o c k s i n  
, Fann ing ,  F r e t  .n, 
n d o r f ,  H a l f o r d ,  Haugen, 
ne,  Meek l n s ,  M i l l e r ,  
s s ,  P h i l l i p s ,  Rando lph ,  
S u t c l i f f e ,  Vaska

CSHB 87(CRA) c o n t i n ued

Nays :  6 Ba rne s ,  By l sma ,  Hayes ,  M a r c l n ,
M e t c a l f e ,  O 'Conn e l l

Hot
V o t i n g :  3 Cuddy,  C a r d l n e r ,  Z h a r o f f

R e p r e s e n t a t i v e  S u t c l i f f e  changed h i s  v o t e  f rom "nay " to 
" y e a . "

And so ,  CSHB 87(C&RA) pa s s e d  t h e  House.

R e p r e s e n t a t i v e  Meek ins  moved and a s ked unanimous co n s en t  
t h a t  t he  r o l l  c a l l  on t he  p a s s a g e  o f  CSHB 37 (C&RA) be con­
s i d e r e d  t h e  r o l l  c a l l  on t he  e f f e c t i v e  d a t e  c l a u s e .  There 
b e i n g  no o b j e c t i o n ,  i t  was so o r d e r e d .

CSHB 87(C&RA) was r e f e r r e d  t o  t he  C h i e f  C l e r k  f o r  e n g r o s s ­
men t .

HB 138
HOUSE BILL NO. (58 ( r e l a t i n g  t o  s t a t e  r e g u l a t i o n  o f  f i r e ­
wo rk s ;  e f f e c t i v e  d a t e )  was r e a d  t he  s econd  t ime  w i t h  t he 
J u d i c i a r y  Commi t tee r e p o r t  (page 672 o f  t he  j o u r n a l ) .

R e p r e s e n t a t i v e  Meek in s moved and a s ked unan imous con se n t  
t h a t  COMMITTEE SUBSTITUTE FOR . JUSE BILL NO. 158 ( J u d i c i a r y )  
(same t i t l e )  be adopt ed i n  l i e u  o f  t he o r i g i n a l  b i l l .

R e p r e s e n t a t i v e  Hayes o b j e c t e d  and w i t h d r ew  h i s  o b j e c t i o n .  
There b e i n g  no f u r t h e r  o b j e c  i o u ,  i t  was so o r d e r e d .
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X P R I N T  DATE: 0 4 / 0 2 / 8 5 TIME: 1 6 : 1 3 X
•)(• X

X  X  X X X  X X  X X X X  X X X  X  X X- X  X X X  X  X X X  X X X X- X  X  X  X  X X- X X  X X  X  X  X  X X- X  X X- -X X X- -X X  X X  X

TO: H O U S E  C & R A  C M I E

R E P S  G O L L ,  W A L L I S ,  K O P O N E N ,  G R U E N B E R G ,  P H I L L I P S ,  F U R N A C E ,  
M A R R O U

F R O M :  S U S A N  M E A S E ,  5 1 9 5  C H E N  A S M A L L  T R A C T S  RD, F B X ,  Al< 9 9 7 0 1
# 4 7 9 - 5 7 3 2

RE: H B  253, M U N I C P A L  T A X  E X E M P T I O N S ;  F I R E  F A C I L I T I E S

I W I S H  T O  E X P R E S S  M Y  S U P P O R T  A N D  U R G E  I M M E D I A T E  A P P R O V A L  O F  THTS 
B I L L  A N D  I T S  A M E N D M E N T S *
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BY THE COMMUNITY AND 
REGIONAL AFFAIRS COMMITTEE

CS FOR HOUSE SILL NO. 87 (C&RA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE - FIRST SESSION

A BILL

for an Act entitled: "An Act allowing municipalities to exempt land from

property taxes and from special assessments for fire 

protection service and facilities; and providing for 

an effective date."

IE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.53.025 is amended by adding a new subsection to read:

(h) A municipality may by ordinance exempt land from a tax for

fire protection service and fire facilities and may levy the tax only 

on improvements, including personal property affixed to the improve­

ments .

* Sec. 2. AS 29.63 is amended by adding a new section to read:

Sec. 29.63.066. OPTIONAL EXEMPTION. If an assessment under this

chapter is for a fire protection facility, a municipality may exempt 

land and levy the assessment only on improvements, including personal 

property affixed to the improvements.

* Sec. 3. This Act takes effect January 1, 1982.
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D E P T . OF C O M M U N I T Y  &  R E G IO N A L  A F F A I R S

* O F F I C E  O F  T H E  C O M M I S S I O N E R

M a r c h  15, 1 9 8 5

BILL SHEFFIELD, GOVERNOR

□ POUCHB
JUNEAU, ALASKA 99811 
PHONE: (907) 465-4700

□ 949 E. 36TH AVENUF. SUITE 400 
ANCHORAGE, ALASKA 99508 
PHONE: (907) 5 63-1073

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

R E :  H B  2 5 3

S P O N S O R :  R e p r e s e n t a t i v e  K o p o n e n

P r o g r a m  E f f e c t s  o f  B i l l  

C o m m e n t s

S e c t i o n  1

A s  w e  r e a d  S e c t i o n  1 o f  t h e  b i l l ,  it p r o v i d e s  f o r  t h e  o p t i o n a l  

e x e m p t i o n  o f  l a n d  f r o m  t h e  f i r e  p r o t e c t i o n  p o r t i o n  o f  m u n i c i p a l  
p r o p e r t y  t a x e s .

J.t is o u r  u n d e r s t a n d i n g  t h e  i n t e n t  o f  S e c t i o n  1 is t o  a s s i s t  

c e r t a i n  n e i g h b o r h o o d s  w h i c h  c o n t a i n  c o m b i n a t i o n s  o f  

s u b d i v i s i o n s  a n d  l a r g e  a c r e a g e  t r a c t s  i n  p r o v i d i n g  f i r e  

p r o t e c t i o n  f o r  t h e i r  r e s i d e n t s  at a  r e a s o n a b l e  c o s t .  W e  

s t r o n g l y  s u p p o r t  t h a t  i n t e n t  a n d  j o i n  t h e  p r o p o n e n t s  o f  t h e  

b i l l  i n  t h e i r  d e t e r m i n a t i o n  t o  r e s o l v e  t h a t  p r o b l e m .

I t  is o u r  p o s i t i o n  h o w e v e r ,  t h a t  f i r e  p r o t e c t i o n  f o r  l a n d  isi 

n e c e s s a r y  t o  i n s u r e  t h e  p r e s e r v a t i o n  c f  a g r i c u l t u r a l  c r o p s ,

t i m b e r ,  g r a z i n g  l a n d s ,  l i v e s t o c k ,  a n d  w i l d l i f e .  T o  e x e m p t  s u c h  

l a n d  f r o m  t h e  o b l i g a t i o n  t o  p a y  f o r  t h e  f i r e  p r o t e c t i o n  

s e r v i c e ,  a n d  t o  r e q u i r e  p r o p e r t y  i m p r o v e d  w i t h  s t r u c t u r e s  t o

a s s u m e  t h e  e n s u i n g  f i n a n c i a l  b u r d e n ,  w o u l d  c r e a t e  a  s t a t e  o f  

u n f a i r  t a x a t i o n  a m o n g  m u n i c i p a l  p r o p e r t y  o w n e r s .

I n  a d d i t i o n ,  w e  b e l i e v e  t h e  a d o p t i o n  o f  t h a t  c o n c e p t  c o u l d

t r i g g e r  w i d e s p r e a d  l i t i g a t i o n .  W e  b e l i e v e  t h e  c o n c e p t  w h i c h  

w o u l d  a l l o w  t h e  f i r e  p r o t e c t i o n  e x e m p t i o n  w o u l d  a u t o m a t i c a l l y

e x t e n d  t o  t h e  p o l i c e  p r o t e c t i o n  p o r t i o n  o f  t h e  l e v y  f o r  t h e  

s a m e  r e a s o n s .  W e  b e l i e v e  t h e  s a m e  l o g i c  c o u l d  a l s o  b e  f o u n d  t o  

a p p l y  i n  t h e  a r e a s  o f  r o a d  m a i n t e n a n c e ,  s e w e r  a n d  w a t e r  
m a i n t e n a n c e  a n d  o t h e r  m u n i c i p a l  s e r v i c e s .

21-P1LH



M a r c h  15, 1 9 8 5  

P a g e  2

S e c t i o n  2

S e c t i o n  2 o f  t h e  b i l l  o p t i o n a l l y  e x e m p t s  t h e  l a n d  o f  a  f i r e  

p r o t e c t i o n  f a c i l i t y  f r o m  t h e  l e v y  o f  s p e c i a l  a s s e s s m e n t s  s u c h  

a s  s e w e r  a n d  w a t e r  i m p r o v e m e n t  p r o j e c t s .  T h e  D e p a r t m e n t  

s u g g e s t s  S e c t i o n  2 o f  t h e  b i l l  b e  a m e n d e d  t o  i n c l u d e  t h e  

o p t i o n a l  e x e m p t i o n  o f  a l l  p r o p t r t y  o f  s u c h  f a c i l i t i e s  r a t h e r  

t h a n  l i m i t i n g  i t  t o  t h e  la.-;d o n l y .

E m i l  N o t t i ,  C o m m i s s i o n e r

V'
Js
kE



DEPARTMENT OF PUBLIC SAFETY 
POSTION PAPER 

HB 253

"An Act allowing municipalities to exempt land from property taxes and 
from special assessments for firs protection service and fire protection 
facilities; and providing for an effective date."

The Department of Public Safety supports the passage of this bill. It 
should facilitate the formation and financial support of fire service 
districts in areas where undeveloped land owners have resisted the 
creation of such districts, seeing little or no benefit for their raw 
land from the fire protection taxes paid.

Under the current system, certain areas unable to raise the required 
number of signatures on a ballot petition, have rosorted to subscription 
fire protection. This has resulted in properties not subscribing being 
totally destroyed by fire. We understand that some owners were unaware 
of the requirement to subscribe.

Most of these areas are protected by volunteers who are willing to give 
their time to train and respond to emergencies. This bill may eliminate 
or reduce the additional duty of raising major funds for the acquisition 
and operation of fire and emergency services.



RE SO L U T I O N  O F  T H E  A L A S K A  C O N F E R E N C E  O F  MAYORS

84-8

A R E S O L U T I O N  R E Q U E S T I N G  T H E  L E G I S L A T U R E  AND 

G OV E R N O R  T O  C H A N G E  AS 2 9 . 5 3 . 0 2 5  C ON CE R N I N G  

O P T I O N A L  E X E M P T I O N S

WH ER EA S,  the c r e a t i o n  of fire s e r v i c e  a r e a s  is e s s e n t i a l  to the 

w e l l  b e i n g  o f  the c i t i z e n s  o f  th e S t a t e  o f  A l a ska ; a nd

W HE REAS, fire s e r v i c e  a r e a s  are c r e a t e d  p r i ma ri ly  to p r o t e c t  

i m p r o v e m e n t s  up o n  land; a n d

W HE REAS, r e s o u r c e  d e v e l o p m e n t  a n d  p r o c e s s i n g  such as a g r i c u l t u r e  

in i n t e r i o r  A l a s k a  r e q u i r e s  l a rge  p a r c e l s  o f  la n d  f o r  cultivation; and

WH EREAS, r e s o u r c e  d e v e l o p m e n t  is i m p o r t a n t  to d i v e r s i f y  and 

s t a b i l i z e  the Al a s k a  econom y;  and

WH EREAS, the i n d u s t r i e s  sh o u l d  n o t  b e  p e n a l i z e d  by no t h a v i n g  

p r o p e r  fi r e  pr ote c t i o n  d u e  to l a rg e land h o l di ngs ; and

WH EREAS, e q u i t y  w o u l d  d i c t a t e  t h a t  the  c o s t s  of fire p r o t e c t i o n  

b e  p a i d  b a s e d  on  the v a l u e  o f  th e i m p r o v e m e n t s  b e i n g  protected:

N O W , THEREFORE, B E  IT R E S O L V E D  b y  the Mayors' C o n f e r e n c e  t hat

the A l a s k a  S ta te  L e g i s l a t u r e  a n d  t he  G o v e r n o r  b e  requested to a m e n d  AS 

2 9 . 5 3 . 0 2 5  a ll ow in g m u n i c i p a l i t i e s  to o p t i o n a l l y  e r e m p t  land v a l u e s  f rom 

fire s e r v i c e  assessments.

A D O P T E D  this 1 6 t h  d a y  o f  N ov e m b e r ,  1984

P r e s i d e n t



FISCAL DETAIL 
Agency Affected: Public SafetyBill/Resolution No.; hr 753________  . .3___ j ...------- ------------

Title:"fln Art allnwing municipalitiefrogram Category Affected: 

f.n pypmnt land from pronertv taxes.."
Sponsor: Rep. Koponen 
Requester House C&RA 
Date of Request: 3/11/85

BRU, Program or Subprogram(s) Affected: 

rjrp Prevention_______________________

Dollars!

OPERATING
huY bb FY bo FY 87 FY 88 FY 89 FY 90

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

W O  SUPPLIES 

500 EQUIPMENT 

S00 LAND & STRUCTURES 

700 CRANTS, CLAIMS 

800 MISCELLANEOUS

TOTAL OPERATING -0- -U- ' - u- ' -0- -U- --U'-

CAPITAL

C REVENUE

FUNDING: (Thousands of Dollars)
jC ii tr .n L  rUiNU

-EDERAL FUNDS

OTHER

TOTAL - 0 - J
 

1 
;

- 0 - - 0 - - 0 -  1 ■ - U -  '

T O P T T M t---------------
PART-TIME
[temporary

ANALYSIS: Attach a separate page if necessary

Prepared By: Paul Conger ___
Division: Administrative Services

Approved by Commi 
Agency: Public Safe

Phone:
Date: 3/11/85

465-4338

Dajte: 3 ~ \  \ ~  8

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) 7/1/84



Revision Date:_____________

STATE OF ALASKA 1985 LEGISLATIVE SESSION
__________________ FISCAL N O T E __________________

REOUEST FISCAL DETAIL
Bill/Resolution No.: HB 253 Agency Affected: Community & Regional Affairs

Title: Property Exempt —  Proqram Category Affected:
fire protection Coffimumty Development —  —

Sponscr:Koponen, Davis, Larson, etc.BRU, Program or Subprogram(s) Affected: 
Requestor: BRU: Local Government Assistance

Date of Request: March 7, 1985 Training & Development

EXPENDITURES/REVENUES: (Thousands of Dollars!
C1 J o i  C V ^ I C V O '/

OPERATING
U  8b FY 80 j FY 87 FY 88 FY 89 FY 90

100 PERSONAL SERVICES 
200 TRAVEL 
300 CONTRACTUAL 
tfOO SUPPLIES 
500 EQUIPMENT 
500 UNO & STRUCTURES 
700 GRANTS, CLAIMS 
300 MISCELLANEOUS
TOTAL OPERATING -0- -0- .. -0-

I CAPITAL I I I I I 1 I

I REVENUE I I I I | ~ ~  | |

FUNDING: (Tiiousands of Dollars!
JENlRAl ruhu 

-EDERAL FUNDS 

3THER 

TOTAL -0- -0- -0-
■___

POSITIONS:
-ULL-II ME

3ART-TIME 

TEMPORARY

•

ANALYSIS: Attach a sr.parate page if necessary

Prepared By: H1chael H - Wor1ey___________________
Division: Municipal & Regio.ial Assistance_______

Approv by Commissioner:
Agency: Communitv & Regional Affairs____________

Distribution (by Agency preparing fiscal note): 
Legislative Finance 

Legislative Sponsor 

Requestor
Office of Management and Budget 
Impacted Agency(ies)

Phone: 465~4750 

Date: March 14, 1985

Date: l/' r /

7/1/84
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LEGISLATIVE AFFAIRS AGENCY
L E G I S L A T I V E  R E F E R E N C E  L I B R A R Y

May, 1988

C o n i e s  of  m i n u t e s  l i s t e d  b e l o w  w e r e  o r i g i n a l l y  i n c l u d e d  
in  t h i s  file. T h e  m i n u t e s  a r e  a v a i l a b l e  on  the S T A I R S  
d a t a b a s e  CMPR. In o r d e r  to s a v e . s p a c e  c o p i e s  o f  m i n u t e s  
h a v e  n o t  b e e n  le f t  in the files.

M a r y  V a n  N i m w e g e n

POUCH Y ■ STATE CAP1KX 

JUNEAU. AlASKA 998 I t 

907.465-3800
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Introduced: 3/4/85
Referred: Community & Regional
Affairs, Transportation and Finance

BY THE COMMUNITY AND 
IN THE HOUSE REGIONAL AFFAI RS  COMMITTEE

HO US E BIL L NO. 258 

IN THE LEGISL AT UR E OF THE STATE OF AL AS KA  

FOURTEENTH LEGISL AT URE  - FIRST SESSION 

A  BILL

For an Act entit! d: "An Act relating to the reduction of airline p a s s e n­

ger fares; and pro vi di ng  for an effective date."

BE IT ENACTED BY THE L EGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 02.15.090 is amended by adding a new subsection to 

read:

(c) Chaiges, rentals and fees established under (a) of this 

section may be based on the fares c h a r e d  by an air carrier for p a s­

senger travel originating at the airport. To promote lower passenger  

fares, the department or a mu ni cipality may provide for a credit 

against fees charged under this section to an air carrier that q u a l i­

fies under uniform terms and conditions established by the department.

* Sec. 2. This Act takes effect immediately in accordance w i t h  AS 01.- 

10.070(c).

- 1 - HB 258

BBHB9S



A I R P O R T  U S E R  C H A R G E S  

A T

M A J O R  U.S. A I R P O R T S

A I R P O R T  T E R M I N A L
F E E S

Y e a r l y  Cost, P e r  Sq. Ft,

L A N D I N G
FE E S

A n c h o r a g e  I n t e r n a t i o n a l  $21 . 1 2

- 3 4 5 . 0 0 -

A t l a n t a  - H a r t s f i e l d  $18.31

B o s t o n  - L o g a n  $45.00

C l e v e l a n d  H o p k i n s  $6 8 . 1 7

D e n v e r  - S t a p l e t o n  $30.50

G r e a t  F alls
(Montana) $19 . 6 7

H o n o l u l u  I n t e r n a t i o n a l  $27.00

Las V e g a s  - M c C a r r e n  $42.68

P o r t l a n d  I n t e r n a t i o n a l  $27.12

$ 0 . 3 8 / 1 0 0 0  LBS

$ 0 . 0 2 3 / G a l l o n  
F u e l  F l o w a g e

$ 0 . 3 6 / 1 0 0 0  LBS

$ 1 . 2 3 8 6 / 1 0 0 0  LBS

$ 1 . 5 8 / 1 0 0 0  LBS

$ 0 . 3 4 / 1 0 0 0  LBS

$ 0 . 6 5 / 1 0 0 0  LBS 
$0. 0 4 / G a l l o n  
F u e l  F l o w a g e

$ 1 , 6 2 9 / 1 0 0 0  LBS

$ 0 . 7 0 / 1 0 0 0  LBS

$ 0 . 7 7 / 1 0 0 0  LBS 
$ 0 . 0 6 / G a l l o n  
F u e l  F l o w a g e

S E A T A C  I n t e r n a t i o n a l $34.50 $ 1 . 2 8 / 1 0 0 0  LBS



Alaska B>tate legislature
House of Representatives

S P E C I A L  
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Stale C'apilul 
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2- B O B  C L A v B Y  (S P E L L I N G ? ), F I S H  A N D  G A M E  "T~ / 

/ 3. B I X  B O N N E T , B O A R D  OF F I S H
4* L A R R I  S P E N G L E R ,  D E P T .  O F  L A W

G A M E  i , . \  .
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T O  O B S E R V E
1. B A R B A R A  B A S H A M ,  DEi T. O F  C O M M E R C E ,  D I V .  O F  I N V E S T M E N T S

2. B O B  R I C H A R D S O N ,  D E P T *  O F  C O M M E R C E ,  D I V *  O F  I N V E S T M E N T S

3* D A L E  B O N L J R A N T  ( S P E L L I N G ) ,  C H U G I A K
4* B O B  B O N D U R A N T  ( S P E L L I N G ) ,  C H U G I A K
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SPONSOR 
SUBJECT
LOCAL MODERATOR:  DAVID J.

.MARCH 21 , 1985 -  THURSDAY  .

.ANCHORAGE -  MAIN MEETING ROOM_________

. (H ) SPECIAL COMMITTEE ON FISHER IES 
 SUBSISTENCE REGULATIONS_______________

X X X X X X X X X  X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X  X X X X X X X X X X X X X X X X X X X X X «  X X X X X X X X
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ADDRESSNAME/REPRESENTING

BETH STEWART 
BOB CLASBY 
BIX BONNEY 
LARRY SPANGLER 
RON JO L IN

BOX 3 -2 0 0 0
n

7001 SHERWOOD 
POUCH l(
BOX 2022

JUNEAU 99811 

ANCH*
JUNEAU 99811 
JUNEAU

PHONE 

465 -4 1 10
II

333 -1 9 52
465 -3800
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3601 C ST* STE 740 ANCH*
BOX 1771 
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PHONE
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NAME/RFP'ESENTING

BARBARA BASHAM 
JOHN GARNER 
STEVEN BEHNTE 
BOB RICHARDSON 
DALE BONDURANT 
KEN PARKER 
MARY BISHOP 
SAM MCDONNELL
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ANCH*

99701
4 65 -4 2 10
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2 7 2 -6 6 05
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CO M M ITTEES P O U C H  V 
JU N E A U . A LA SK A  99X1I 

(907) 465-496XH O U SE H EA LTH . E D U C A T IO N  
A N D  SO C 1V . SE R V IC E S 

(C o-C hairm an)
H OU SE JU D IC IA R Y  

H O U SE C O M M U N ITY  A N D  
R EGIONAL A FFA IR S Representative Max F. Gruenberg, Jr.

District 11 
Spenard, Upper Midtown Anchorage

914 C LA Y  C O U R T  
A N C H O R A G E . A LA SK A  9950J 

(907) 276-6844

H B  258

R E D U C T I O N  O F  A I R L I N E  P A S S E N G E R  F A R E S

This legislation w o u l d  allow the state D e p a r t m e n t  of Transportation to give 

credits against airport u s e r  fees a n d  rentals to air carriers that r e d u c e  

their p a s s e n g e r  rates. T h e  p r o g r a m  could also b e  u s e d  to attract n e w  

air carriers into the A l a s k a  m a r k e t .  T h e  legislation is not m a n d a t o r y  in 

n a t u r e . T h e  s p o n s o r s  recognize the difficulties of this p r o b l e m  a n d  the 

complexities of s u c h  a plan.

T h e  intent of the bill is to e m p o w e r  the de p a r t m e n t ,  as the b o d y  with 

existing expertise in this area, to develop the best m e a n s  possible to 

implement a n y  s u c h  p r o g r a m .

U p  to n o w ,  n o  action to p r o m o t e  m o r e  reasonable air fares h a s  b e e n  

forthcoming f r o m  the D e p a r t m e n t  oi Transportation or a n y  other state 

agency. T h e  p a s s a g e  cf this legislation, while not requiring the 

d e p a r t m e n t  to take a n y  potentially u n a d v a n t a g e o u s  action, w o u l d  e n c o u r a g e  

a n d  e m p o w e r  it to d o  w h a t  it c a n  to alleviate this problem.

Hopefully, in all its further dealings with air carriers the D e p a r t m e n t  will 

consider as h i g h  priority the interest of the public in k e e p i n g  air fares 

d o w n  a n d  d e v e l o p  n e w  a n d  creative m e t h o d s  of p r o m o t i n g  that goal.

It is h o p e d  that instead of e m p h a s i z i n g  w h a t  it thinks it can't do, the 

D e p a r t m e n t  will recognize the public's interest in this p r o b l e m  a n d  b e  

forthcoming a n d  creative in establishing w h a t  the state can do.

Staff Contact: D a v e  D o n l e y

465-4968

^r~»~— V' . r"'r..y ^ay-'■i}%7rrr-rnvt



M a r c h  15, 1985

P R E S S  R E L E A S E

O n  Friday, M a r c h  15 a n d  M o n d a y ,  M a r c h  18, 1985 the H o u s e  C o mmittee o n  

C o m m u n i t y  & Regional Affairs will consider H o u s e  Bill 258, "Reduction of 

Airline P a s s e n g e r  Fares".

H B  258, b y  the C o m m u n i t y  & Regional Affairs Committee, offers a solution 

to increased air fares facing A l a s k a n  travelers.

It allows the state D e p a r t m e n t  of Transportation to give credits against 

airport u s e r  fees a n d  rentals to carriers that r e d u c e  their p a s s e n g e r  

rates. U n d e r  the bill, the D e p a r t m e n t  m a y  lower landing fees to airlines 

lowering p a s s e n g e r  air fares. T h e  p r o g r a m  could also b e  u s e d  to attract 

n e w  air carriers into the A laska market.

T h e  M a r c h  15 m e e ting will b e  the Committee's first discussion of H B  258, 

w h i c h  will b e  the s e c o n d  bill o n  the a g e n d a .  T h e  M a r c h  18th meeting will 

b e  a teleconference to bot h  A n c h o r a g e  a n d  Fairbanks. P e r s o n s  wishing to 

testify in A n c h o r a g e  s hould go to the A n c h o r a g e  Legislative Information 

Office, 1024 W e s t  6th A v e n u e  (278-9624). In Fairbanks, the Legislative 

Information Office is located at 315 Barnette Street, Suite 101 (452-4488). 

T h e  meet i n g s  will take place at 3:00 p . m .  eac h  d a y  in R o o m  209 of the 
B e h r e n d s  Building in J u n e a u .

Representative Peter Goll (D. Haines), C h a i r m a n  of the C o m m u n i t y  & 

Regional Affairs Committee, said H B  258 is the only legislation in either 

h o u s e  this y e a r  to a d d r e s s  the p r o b l e m  of increased air fares. T h e  bill 

w a s  u n a n i m o u s l y  e n d o r s e d  introduction b y  the H o u s e  C o m m u n i t y  & 

Regional Affairs Committee. It w a s  the only bill this session to b e  

introduced b y  all m e m b e r s  of that committee.

M e m b e r s  of the H o u s e  C o m m u n i t y  & Regional Affairs C o m m i t t e e  include 

Representatives Peter Goll (D. Haines) ( C h a i r m a n ) ,  K a y  Wallis (D. Ft. 

Y u k o n )  (Vice Chair), Niilo K o p o n e n  (D. Fairbanks), M a x  G r u e n b e r g  (D. 

A n c h o r a g e ) ,  R a n d y  Phillips (R. Eagle River), Wait F u r n a c e  (R. 

A n c h o r a g e ) ,  a n d  A n d r e  M a r r o u  (L. H o m e r ) .

?---~r------------■■--r----------- ......... ------------ ----------------- ---
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mind paying their fair share 
when it comes/to airline 
rates. '-.They'; 'really don’t. 
After all/, Uiey’ve been pay- 

■' ing [more/- than their fair 
■ share for years and years.

And if you want to come" 
home, your total bill will be 
$821.28. - :That’s . up . from 
$374.25 one-way ana $748.50 
round trip last year.
• A  super-saver round trif :

\i$£.But£there is. reason for. between Anchorage \ and 
.v;;compIaint.when airline fares • Seattle could have : been 
•\tfotaiid'Jfrom“vAlaska, and purchased earlier this week'-* 
'"i^^thin'in^tate, keep esca-%ior $369. As of today, it 
plating *lri. great leaps while r- jumped more than $100 to a •. 
f?;̂ those mptherrharketsfall to.’;-new rate of $479. A  year ago 
‘■ r < > ' at tjme> a super-saver.

fare round trip between An-/ 
chorage-.and Seattle w a s’"

if rbn Anchorage and Alaska a*
•’f/a' captive market. The m a  
-.jv.-jority of business or vacation

trips Outside start" and-.end * live in splendid isolation any 
with’.an airplane ticket. No more, they are quite aware . 

^/businessman hops in his car ^that airline, fares in other 
^•fto drive from Anchorage to0 parts of the country are in 
*■/'Seattle;”;.- Few/f£f families ’ many cases • ’ susbtantially

• jess jor flights over mucn v 
greater distances —  coast-? / 
to-coast, for examples, be-/) 

N ew York and Los- 
Angeles and New York and .

v$&i WE.V R E C O G N I Z E  that' f. American Airlines yesteiy.
there"'are., inherent costs in • day touched off a new tranŝ . 

if the airline business and they j continental war with" its an-> 
intend to increase rather than . nouncement that a one-way;

decline:.;̂ ;^^^fy^^\v;=fr7j5T^ ticket.from New York to Los 
•(^.Nonetheless/ there is no Angeles will be cut to $129.

for- Alaskans to sit •• Four other airlines sav they;

nice is too high for a trip to' 
Seattle and back, you might *

  ___  . prefer to opi for London..
lobetween Seattle)and Anchor/’ Through March 31, British) 
t|-age, if .you bought it today.. Airways will sell you a *  
IfAor. a~: flight y right./away, . round-trip weekday . ticket'.' 
f^wouid /.cost $324.8/./For a")between ; Anchorage i and. 
ground /.trip/ ’'--your.1 outlay ‘ London for $629. If you want )

gjtjvould be $649.74. Just a year io fly on the weekend, how- 
i#ago oifFeb.Pl/ the regular, ̂ ey_0---  , ------ 0 ._ever, the price jumps to $675.

price "was)$289.59 one way ..f Either way, that'eight- 
touid $579.18 round trip, %?:. a'hour flight over the pole is a ; 
$Mi • I fyou want to go’first'* bargain compared with a -

s.
1AMJ JJMUB

Anchorage Times 
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Democratic Senator Joe Josephson of Anchorage may 
or may not get far with his hopes of rolling back Alaska 
air fares, but he's asking the r i ^ t  quesiions.

The senator wants the. airlines to explain why air fares' 
are higher here than elsewhere; why Alaska air fares are 
goirig up while prices elsewhere .why the ’’airlines
consider high fares more'profitable tfiM'jower fares that 
draw more travelers; and why" deregulation has not led 
tb'more price competition in Alaska. ";* : y

So far, airlines spokesmen' have responded that 
market forces dictate the cost of Alaska air. fares. They 
cite low passenger volume compared to routes-Outside,
the.high cost of operati jns in the 49tb state, and difficult 
weather. In other words, the airlines believe Alaska’s
small population and the familiar HCL high cost of 
living ~  are the culprits^once again.; /  j •

Maybe .they’re right.) Maybe, all of Senf yos'iplison's 
questions have legitimate marketplace''answers. But it is, 
diffcult) not to ..raise'ah''eyebrow, when a" discount fare) 

/ ‘from.Anchorage toLondon is cheaper than' an Anchor- " 
age-to-Chicagp supersayer and a one)wayticket from Los 
Anreles'to New York is lower than round trio from

Aviation has, been 
k k '  and Alaska in turn

good IhfflSdp  ̂hut -iU^kahs would like to, have more 
- ̂  A .of the benefits enjoyed by.the traveling public in most of -

o;,.;.therest.of the c b u n t ^ ? k k  k / v  .a t .-'.?:-'/
Sen. jbsephson’s ! inquiries into Alaska, air fares'are ! /' 

•: ; entirely approf riate; any time prices rise so swiftly in..'.'..
/such"an/im port^t/m arket it’s a/good idea to shine/a' 

$$&•■'. .11 ftle brighter)
r V i A i  1 A  n r o f o V \  i x r i f V ) ’ '< tr o o + '  i n + o r o e f  n o  t V i o  Q o n o f o  T V n n c n n r .  .
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V/v>4- Sky high
W H E N  Y O U  C A N  fly

from Seattle to Chicago for 
about half the price you can 
fly from Anchorage to Seat­
tle, roughly the same air 
miles, there is reason to sus­
pect that airline passengers 
here are being stuck for 
more than they should.
The airlines protest, natu­

rally. They say it costs more 
to do business in Alaska.. 
Right. But twice as much?
Arguments that load fac­

tors are less here don’t hold 
much water, either. Fre­
quent flyers know you’re 
more likely to encounter 
heavy loads between An­
chorage and Seattle than on 
almost any other flight seg­
ment anywhere else in the 
country.

in price competition, no one 
is going to volunteer to lead 
the pack. If one airline can 
get away with high rates, so 
will all the others.

Unfortunately, the recent 
practice has been for the air­
lines to raise rates in Alaska 
at the same time as they’ve 
been cutting them else­
where.
The latest jumps, in fact, 

have made the cost of airline 
tickets prohibitive for many 
Alaskans.

IN SHORT, we find Sen. 
Joe Josephson’s legislative 
hearings on airline fares in 
Alaska most appropriate.

At the same time, there is 
no reason to disagree with 
an Alaska attorney general’s 
opinion holding that the air­
lines serving the 49th State 
have not violated anti-trust 
laws in their rate-setting 
practices.

W e  recognize that it’s a 
competitive market out 
there. When one airline cuts 
rates, the others follow. But 
there’s no need to engage

‘ M E E T I N G  COSTS is one
thing. Gouging is another. A 
lot of Alaskans, watching air 
fares tumble in other parts 
of the country, have reason 
to think they’re being 
gouged.

Protestations that passen­
ger volume doesn’t exist to 
support lower fares are not 
going to v in the airlines any 
commentations, either. As 
the fares increase, passen­
ger volume very likely will 
decline —  simply because all 
to1/ many people can’t afford 
;g fly. Those who have to fly 
have no choice but to pay the 
higher fares.

The airlines serving An­
chorage, in the public’s 
mind, have gone too far —  
well past the point of busi­
ness fairness.



Alaska Airlines remains
ro/x-r

V  *41t —_, \

A l a s k a ' s  B u s i n e s s

Knowlton

ost of the airline stories appearing in the 
news recently have focuskl on the 
troubles of Wien Airlines and MarkAir. 

And well they should. Financially strapped Wien 
halted its service, filed for bankruptcy and struck a 
“handshake" agreement for an employee buyout of 
the state 's oldest carrier. Buzzard-like creditors, 
meanwhile, a re  soaring overhead.

MarkAir, on the other hand, has engaged in a 
tug-of-war battle with a creditor over one of its 
jets; this battle, too, wound up in court.

While all this has been going on, another airline 
serving the state  has quietly been becoming one of 
the best airline investments in the country. T»e 
value of the stock of Alaska Airlines has jumped 
more than 20 percent in the past three weeks and 
could jump even higher in the months ahead, 
analysts say.

The airline was featured in the Wall Street 
Journal’s prestigious Heard On The Street 
investment column Jan. 18 and is noted in this 
month’s Money magazine for its solid 
performance. v

The airline’s stock, w h'.h  stood at $15 a share on 
the New York Stock Exonange when the Journal

column was published, rose to 19^; Friday before 
closing at 18*/s. On the strength of a record fourth- 
quarter performance after Wien faded from the 
scene, Alaska Airlines also reported a S23.9 million 
profit for 1984, up from $15.7 million a year earlier, 
ft was the 22th consecutive year of profits for the 
Seattle-based airline.

While regional airlines throughout the country 
Irv e  been battered by deregulation and bowled 
/ver by major d r  carriers undercutting each 
other, Alaska Airlines has comfortably settled into 
its own special market niche, notes Lesa Sroufe, 
airline analyst for Foster & Marshall/American 
Express in Seattle.

“Alaska seem s to have its act together," agrees

loft in turbulent times
\

Gary Andreini, head of the Anchorage office of 
Dean Witter Reynolds Inc.

What’s the company’s secret?
For starters, Alaska Airlines has taken a 

"cautious and m easured’’ approach to growth in 
the face o f  deregulation, says J. Ray Vingo, chief 
financial officer for the airline. Other airlines 
expanded too quickly and weren’t familiar with the 
new m arkets they served, he said.

Besides benefitting ifrom the reduced in-state 
competition, Alaska Airlines has been successful 
winning passengers on its West Coast routes to 
Boise, San Francisco, Oakland, San Jose and Long 
Beach. The airline also sees the opportunity to 
bring passengers from Arizona and Nevada to 
Se ittle, and it is considering reinstituting sendee to 
K< diak and Barrow, Vingo says.

Success also has come from Alaska Airlines’ 
ii lage as a solid, steady performer. Vingo says it is 
a “full frills” airline, not a “no-frills” airline.

All is not rosy on Alaska Airlines’ horizon, 
however. Contract negotiations are in a 30-c!ay 
cooling off period between the airline and the 
International Association of Machinists, which

represents about 350 mechanical and ramp sendee 
employees.

Vingo was quoted in the Journal as saying, 
“There’s a fairly strong potential of a labor 
stop, age” in the first quarter. But he downplayed ! 
thost remarks this week saying no strike vote has 
been aken and chances of a strike are “difficult to ; 
asses:,”

Andreini said a strike could work to Alaska 
Airlines' advantage because it could lower labor . 
costs by hiring out-of-work Wien employees to 
replace striking union workers.

Sroufe holds to her belief that the timing isn’t 
right to buy the airline’s stock. She says earnings 
will be affected by interest expense from debt 
needed to further expand the airline’s sendee.

Part of the airline's expansion effort will be on '. 
display in .Anchorage Feb. 20, when the first of n ine. 
new MD-83 aircraft will be available a L Anchorage ; 
International Airport for public review.

The twin-engine McDonnell-Douglas aircraft 
carry 135 passengers and meet the federal 
government’s new, more stringent noise ;
regulations, Vingo said.

i s  T h e  T im e s  lu s in e r s  e d it o r .



Airline p o s t s  15.4% in c r ea s e
SEATTLE — Alaska Airlines on W ednesday 
reported a 15.4 percent Increase In 
passenger revenue miles from this time last 
year, totalling 148.5 million compared to 
128.7 million reported in January 1984. 
Capacity during January grew to 296.5 
million available seat miles, a 6.7 percent 
Increase over the 278 million offered Iri 
January 1984. The passenger load factor 
(the percentage of available seat miles 
flown by fare-paying passengers) for the 
month W3s 50.1 percent, or 3.8 points above 
the 46.3 percent recorded in January of 
1984. -2 V - 7 / / P C -

Dear Editor:
Recent financial disclosures 

by Alaska Airlines and Western . 1 :- 
Airlines indicate that both air- 
lines are doing pretty good. West- 
em  was on the ropes for a couple 
of years, but is now b*»ck on its 
feet.

Alaska Airlines is the real ' ‘ 
killer. Crying poor mouth all the $ £ $ $ $ % $  
way to the bank. Profits were up r ■
52 percent in 1984 from approxi- 
mately $16 million to $24 million. jj&vV v 

I ask, where do the airlines 
justify raising air fares? They !
cite rising operating costs, Both . 
airlines either received or are , ' “f 
seeking wage concessions from 
employees. (You can bet the ba­
bies’ milk money that the conces- ; 
sions aren’t coming from man­
agement). Interests rates are  
coming down. Fuel prices are ; 
iower. About the only thing that I ’ . ' ,jf- ' J; 
can think of that probably in- V 
creased in the airline industry is , , ).
uppper management salaries.

Airline spokesman say that 
comparisons cannot be made be- 
tween fares frcm Alaska and . 
those of the Continental U.S. I. 
say “ El Toro poo-poo.” Anchor- 
age to Seattle is half the distance 
from Los Angeles to New York, 
but the faro is 30-70 percent 
higher. 1 hat comparison tells me r 
that Alaskans are subsidizing 
Lower 48 fares.

All air carriers in Alaska have 
a monopoly on the market. Sen.
Josepheson’s investigation 
should clearly find this out and 
crack down on the airline indus- 
try.

Mike Lyle . *
3046 Glacier

i S i i i

■;;-r



“Today Alaskans pay more than 100 per­
cent above what coach-class travelers pay, on 
a per-mile basis, elsewhere in the nation. 
Alaskan travelers appear to be subsidizing 
travelers on other routes," Josephson said in a 
letter sent to A ttorney General Norman Gor- 
such.

"All this occurs at a time when the rate of 
inflation in Alaska is less than the rate of 
inflation across the nation," Josephson wrote.

" . . .  We are in a deregulation environm ent 
that is a supposed benefit to the consumer," 
he added ..

Josephson said t.he price was about 22 cents 
a mile to fly between Anchorage and Seattle, 
before fare increases went into effect last 
week.

He said prices are t's low as 11 cents a mile 
for some flights in thr- Lower 411.'

"If Alaskans were able to travel for 11 
cents per mile, a one-way fare to Seattle 
(would be) only $162.45," Josephson wrote in 
his letter.

As of Friday, the price for a flight between 
Anchorage and Seattle was $324,117 on United 
Airlines and Northwest Airlines.

The price was ' 324.89 ‘or the same flight on 
Western Airlines and $324.90 on Alaska A ir­
lines.

i

Josephson noted that Alaskans — probably 
more than others — rely an commercial air 
travel for business, educational reasons and to 
visit family members and friends in the Lower

Josephson asked Gorsuch to prepare a 
report showing whether state anti-trust laws 
could be used to force reductions in ticket 
prices, or could be changed so that they could 
be used for that purpose.

He also asked Gorsuch to determine wheth­
er or not other states have tried the same 
tactic.

Says AJaska travelers 
‘subsidize’ others

l / z S ? /S s ~
Uniled Press International

JUNEAU — State Sen. Joe Josephson, D- 
Anchorage, Friday asked the Alaska attorney 
general to consider using anti-trust laws to 
force airlines to reduce prices for flights 
between Alaska and Seatt.e, and other Lower 
48 points.  1     —   ----------------

'urchase Wien to lower air fares
1 agree whole heartedly with the proposed 

tvestigation into the airlines’ fare structure 
>r Alaska. One airline executive’s cop out 
as the- economics-of-scale provided by the 
lore populous south 48 made their prices 
iwer. In m id-January I tried to make airline 
;servations to Haw aii for the first week in 
larch and was told all flights from Anchor- 
ie to Hawaii were sold out. Also, on recent 
uslness trips outside I haven't noticed many 
aeant seats. Could it be that Alaskans are so 
olated and dependent on the airlines that no 
mcern is given to actual cost but to charge 
hat the traffic will bear?
Although, I would be the last to accuse the 

■rllnes of price fixing, it sure is more than 
•incidence that Alaskan airline companies 
•crease about the same amount a t about the 
me time. Sure, certain increases, such as 
el and labor, may increase about the same 
r.e; but these are more than offset by 
fferences in management, size of labor 
rces, depreciation/ e tc ., 'so 'th a t"o p e ra tin g  
sts really are not similar.
One solution m ight be for the S tate of 
aska to purchase the defunct Wien A ir'ine. 
to state could run the airline for costs plus a 
turn on investment. This would ensure that 
iier airlines would be competitive or lose the 
trative Alaskan business. We're in the raii- 
ad business, why not be in the airline 
siness? It seems as though the airlines get
2 goldmine and all we A’askans get is the 
aft.

— Les Nevil

3 counted on unfair air fares
i would like to express my concern over the 
:reaseJ a ir fares we are facing. It appears 
: are subsidizing the Lower 48 fares. At the 
me tim e air fares in Alaska increased, 
wer 48 fares decreased. It is almost to the 
int that the average Alaskan cannot afford 
go outside on vacation, send our children 
tside to school, seek advanced medical care, 
visit relatives outside. What is it going to 
ce to get our a ir fares comparable to the 
wer 48? It is time for Alaskans to ‘-'stand up

and be counted’ Is anyone else upset?
•— Je rry  V. CurJee 

Eagle R iver

Air fare hike means less travel
Dear Airlines:
Thank you for raising your rates to and 

from Alaska. This gives me the opportunity to 
see a lot more of Alaska, and to spend my 
vacation money here, instead of elsewhere. 
Great for our local economy!

Ten years ago, I used to fly out twice a 
year, or more, but the frequency has dimin­
ished yearly. Another year of rate increases, 
and I can use the whole $2,000 to $5,000, 
formerly used for vacations, here at home for 
whatever I want, or need.

We will each benefit from the rate  increas­
es, I stay home, and you have lowei fuel bills 
because of the empty seats. Once igain , my 
appreciation is profound, as my old lifestyle 
was in a rut anyway.

— W. Patrick Reedy



SEEN S«NJAO(bT7,'
2  TICKETS ' W  POT AU- '  

to s e n i l e ?  v o o R M O U e N C J
v ------------------------------------------------S A C K  ^

ALASKA FEVER

Air (area and airline profits
Dear Editor: - A / P i T sirfpr a  h p f f o r  c o n

\

£®Y rLc» z-r
7/|f m w h  7«MPt

State should 
operate airline

v/i/ //’(~ Dear Editor: /
It is apparent that Alaskans 

are  being unfairly gouged by the 
airlines on the Anchorage-;o- 
Seattle run. It is either to subsi­
dize losing routes or pure greed. 
In either ca.se it appears to be a 
legal monopoly.

I would suggest Sen. Josc- 
phon’s legislative hearings con­
sider state acquisition of Wien 
and provided this critical route 

■’th reasonable no-frilJs trans­
put ' fion. This idea certainly has 
precedence, as the state already 
owas and operates railroad and 
fcrrv systems.
hood for thought.

A  Klnliv*

With recent increases, the 
lowest round-trip air fare from 
Alaska to the Lower 48 is $479 (to 
Seattle). Now since it is cur­
rently less expensive to fly from 
the west coast to the east coast 
(say Los Angeles io  New York), 
I have to assume that the reason 
for the high interstate airfares 
from Alaska is not due to the 
mileage that the plane travels.

The next logical conclusion, of 
course, would be that these high 
fees are charged Alaska custom­
ers because of their unique situa­
tion in that Alaskans have no 
other reasonable (considering 
the time factor, road conditions, 
and weather) means of traveling 
outside of the state.

Since there appears to be very 
little competition in a ir fares in 
the 49th state (when one airline 
raises its fares the others follow 
suit), I must conclude that these 
increases are subject not just to 
need, but also (and ponibly pri­
marily) to greed.

Now, I’m all for a company 
making a profit. Yet, I feel this 
can be done with fairness to the 
consumer, and without govern­
ment subsidies. As an example, 
you might notice that General 
Communications, Inc. (the new­
est interstate, long distance tele­
phone service in Alaska) pro­
vides telephone service for a 
lower fee (and what many con­

sider a better service) than th 
subsidized competitor. GCI c 
tinues to profit based on qunli 
and their customers are char* 
a fair, competitive price. B< 
consumer and company prt 
for this situation.

I suggest the airlines 
Alaska could operate in a simi 
fashion — unsubsidized and 
questing a fare which allows i 
airlines to profit, yet allows A1 
kans the travel opportunit 
which lower fares of the Outsi 
offer.

In addition to severely cr 
pling pleasure travel, the cont 
ued unrestrained fare increa.c 
will cause businesses to thi 
twice before sending their e 
ployees on Outside trips. As a 
suit, we all suffer — the airlir 
lose revenue, and the potent 
travelers forfeit opportunity.

Last year alone, my husba 
and I purchased a total of f 
round-trip tickets from Anchc 
age. Can you honestly afford 
lose this revenue? I believe \ 
could all benefit from your t 
evaluation of just who alio' 
whom to fly in and out of t 
state.

In the meantime, I think I 
vacation in Alaska this year 
and maybe use GCI to phoi 
home.

Nancy M. Hardman 
Anchorage
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w liere.
• ‘T h is office h a s  rece iv ed  m a n y  m es­

sag es  from  co n stitu en ts  and  th e re  has 
been  a p ro life ra tio n  of le t te r s  to the 
ed ito r on th is  su b je c t,"  Josephson  
w ro te . “ A laskans who tra v e l know 
th a t th e  fa re s  now a v a ila b le  betw een 
points in  the co n tin en ta l U nited  S ta te s  
tend  to be fa r  low er th an  the  fa re s  
a v a ila b le  betw een  A ncho rage  and 
S ea ttle , on a  cost-per-m ile  basis.

" F ro m  n t r a v e le r ’s s tan d p o in t ... 
th e re  does no t a p p e a r  to be an  obvious 
ra tio n a le  fo r the ex is ting  fa re  s tru c ­
tu re s , and  th e re  is c e r ta in ly  no d is­
ce rn ib le  re la tio n sh ip  betw een  d is­
tan ce  an d  c o s t ,” Jo sephson  sa id  in  his 
le tte r .

In an  in terv iew  T h u rsd ay , Jo sep h ­
son sa id  he took the p rob lem  on “ be­
cau se  i t 's  nobody’s issue  now th a t the 
fed e ra l gov ern m en t d o esn ’t co n tes t 
p rices  o f a ir lin e s ."

' 'W e’ve go t to show  through  the force 
o f pub lic  opinion th a t th e re ’s a m a rk e t 
ou t th e re ,"  he sa id . “ T h e re ’s  (po ten ­
tia l)  s e a ts  they  d o n 't even  know 
a b o u t.”

A m ong those  schedu led  to tes tify  ir 
M ichael Levine,

By D EA N  FOSD1CK 
T he A ssociated  P re ss

T h e  le g is la tu re  will begin  hearin g s 
th is  w eek to  d e te rm in e  if the s ta te  can  
do an y th in g  ab o u t sky-high a irline  
fa re s  in A laska.

T he  S en a te  T ra n sp o r ta tio n  C om m it­
te e  w as schedu led  to  h av e  a  te lecon fer­
ence  to d ay  to  stu d y  co m m erc ia l trave l 
ra te s ,  b u t C h a irm a n  Ja c k  Coghill, R- 
N e n an a , conceded  th e  L eg isla tu re  
p ro b ab ly  w ill be  ab le  to do little  bu t 
focus so m e  p u b lic ity  on a ir lin e  ticket 
p rices .

‘‘I ’d  h a te  to se e  u s  ge t into the busi­
n ess  o f  re g u la tio n ,”  Coghill sa id  la s t 
w eek . "A b o u t th e  m ost w e can  do is 
b r in g  som e public  p re s su re  to b e a r ."

A irlin es se rv in g  A laska  from  the 
L ow er 48 d rew  som e co n su m er flak 
re c e n tly  w hen they  ad o p ted  a  roughly 
$50 ju m p  in ro u n d trip  " s u p e rs a v e r"  
fa re s .

A sp o k esm an  fo r one o f th e  four in­
te r s ta te  a ir lin e s  se rv in g  A laska  has 
sa id  th e  r a te  in c re a se  is n ecessa ry  
s im p ly  b ecau se  it co s ts  m ore  to do busi­
n e ss  h e re  th a n  e lsew h ere .

T h a t, how ever, d id n 't sa tis fy  Sen. 
Jo e  Jo sep h so n , D -A nchorage.

W e s t e r n  a n n o u n c e s  d i s c o un t  f a r e s
Ju n e a u  and  39 c itie s  W estern  
se rv e s , includ ing  San F ran c isco , 
L as V egas, H ouston, C hicago, 
W ashing ton , D.C. and  New Y ork.

U nder the d iscoun t, it w ould cost 
a  t r a v e le r  from  Ju n e a u  $129 each  
w ay to go to Los A ngeles, $159 each  
w ay to C hicago , $109 to H ouston, 
$179 tr  .sh ington, D.C. and  $189 to
N ew  V ,>rk. T hose fa re s  do not in­
c lude  tax .

T he d iscoun t tick e ts  m u s t be 
p u rch ased  a t  le a s t 30 d ay s in ad v ­
ance , and  tra v e le rs  m u s t s ta y  over 
one S a tu rd a y  n igh t b u t not m ore  
th an  21 d ay s . S ea ts  a t  the low ra te s  
a re  lim ited , acco rd in g  to W estern , 
bu t th e  fa re s  a re  av a ilab le  on ev e ry  
flight, ev e ry  d a y  w ith the exception  
o f  p eak  tim es , for in s tan ce  E a s te r .

T h e  Ju n e a u  E m p ire  
W estern  A irlines today 

announced  new  d iscoun t a i r  fa re s , 
rc p re se n tin g c u ts o f  app ro x im a te ly  
70 p e rc e n t o ff cu v ren t ccach  levels.

B illed a s  the “ U ltim ate  Super 
S a v e r ,”  th e  new  fa re s  a re  effective 
M arch  25 and  a r e  a v a ilab le  fo r im ­
m e d ia te  booking. No exp ira tion  
d a te  w as announced  fo r the trav e l 
d iscoun ts .

T he new  fa re s  m e a n  th a t Ju n eau  
re s id e n ts  c a n  tra v e l to  S eattle  for 
$79 each  w ay  on a  ro u n d trip  ticke t, 
no t inc lud ing  ta x , acco rd ing  to a 
p re s s  r e le a s e  from  W estern . C ur­
ren tly  th e  c h e a p e s t fa re  W estern  
h a s  on a  ro u n d trip  tick e t betw een 
J u n e a u  an d  S ea ttle  is $328.20 

T he new  fa re s  o re  good betw een

O n F eb . 6, he  w ro te  th e  ch ie f  execu- U nited  A irlines a sk in g  w hy a ir  fa re s
tiv e  o ffice rs  o f A laska  A irlines, N orth- h ave  in c rease i. s ig n ifican tly  in A laska
w est A irlines, W estern  A irlines and w h i l e  d iscoun ts a re  being offered  else-



ONE-WAY COACH CLASS AIRFARE COMPARISON Senator Josephson

February 18, 1985

PLANE TYPE other REGULAR FARE DISCOUNT (One-way)
MILEAGE FLIGHTS/DAY H OF STOPS than 727, 737 Cost per mile Cost per mile

Anchorage-Seattle
(Western)

1,448 4 0 1 of 4 is DC-10 $324.00
.22

N/A

Anchorage-Seattle
(Northwest)

1,448 3 0 2 DC-lOs . $324.87 

.22
N/A

Anchorage-Seattle
(United)

1,448 3 0 No wide-body $319.00
.22

N/A

Anchorage-Seattle
(Alaska)

1,448 7 0 No wide-body $324.87
.22

N/A

Washington,D.C.- 
(Wstrn) Salt Lake City

1,851 4 1 on 2 
0 on

No DC-lOs
2

$260.00
.14

$190.00
.10

Detroit-Phoenix
(Northwest)

1,674 3 1 (MSP)

i

1 DC-10 $339.00
.20

$170.00
.10

Portland-Tulsa
(United)

1,532 3 1 (DEN) No wide-body $360.00

.23
$195.00

.13

Milwaukee-Las Vegas 
(United)

1,524 3 1 (CHI) Half-flight 
wide-body

$337.00
.22

$175.00
.12

Seattle-Kansas City 
(Western)

1,489 2 1 (SLC) 1 of 2 is DC-10 $215.00

.14
$185.Uv. 

.12

Milwaukee-Phoenix
(Northwest)

1,463 3 1 (MSP) No wide-body $366.00
.25

$155.00

.11

Seattle-Tuscon
(Western)

1,215 4 1 (LA) No DC-lOs $230.00
.19

$210.00
.17

Cleveland-Denver

(Northwest)
1,213 3 1 (MSP) No DC-lOs $304.00

.25
$140,00

.12

DESTINATION
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ONE-WAY COACH CLASS AIRFARE COMPARI SON
Senator Josephson 
February 18, 1985

DESTINATION

Anchorage-Prudhoe Bay 
(Alaska)

Anchorage-Jurieau
(Alaska)

Fairbanks-Anchorage
(United)

MILEAGE FLIGHTS/DAY # OF STOPS ^ 7 2 ^ 7 3 7 ^  C ^ s ^ e / m i l e

627

569

261

1 on 1 No wide-body

2 on 1

1 da ily 0 

1 x234

$257.00
.41

$176.00
.31

$102.78
.39

DISCOUNT (One-way) 
Cost per mile

N/A

N/A

N/A

Seattle-Long Beach 
(Alaska)

San Francisco- 
(Alaska) Seattle

Houston-Dallas
(United)

965

678

224

$175.00

.18

$155.00
.23

$126.00
.56

N/A

$125.00
.18

$ 35.00 
.16
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ONE-WAY COACH CLASS AIRFARE COMPARISON Senator Josephson

February 18, 1985

Ulj-'it^ tde Super Sov& r Updede.cS 3/ t S  /g S ~

DESTINATION MILEAGE FLIGHTS/DAY if OF STOPS
PLANE TYPE other 
than 727, 737

REGULAR FARE 

Cost per mile
DISCOUNT (One-Way) J 
Cost per mile ;

Alaska Airlines

Seattle-Anchorage 1,448 7 0 No wide-body $324.87

.22
N/A

Seattle-Long Beach 965 3 1 II
$175.00

.18
N/A

Anchorage-Juneau 569 3 2 on 1 II
$176.00

.31
N/A

Arichorage-Prudhoe Bay 627 3 1 on 1 II
$257.00

.41
N/A

San Francisco- 
Seattle

678 3 0 II
$155.00

.23
$125.00

.18

ROUND TRIP LEAST EXPENSIVE FARES
•

DISCOUNT SPECIAL ( 
Round-trip Round-trip \

Seattle-Anchorage 1,448 7 0 No wide-body $649.74
.22

$489.32
.17

I 1 Q . O O  *  |

. 0 7

Anchorage-Fairbanks 261 6 0 II
$222.00

.43
$166.00

.32

I 02..78 *  \ 
.2 0

Anchorr.ge-Juneau 569 3 2 on 1 II
$352.00

.31
$271.00

.24

I 7 ( , . 0 0  *■ I
•  16 I

San Frincisco- 
Pal.'p Springs

421 1 0 II
$178.00

.21
$149.00

.18
$ 98.00 f 

. 12 |

Seattle-San Francisco 678 3 0 II
$310.00

.23
$250.00

.18
$138. Of f 

.11 |

•5K* A /e  t o  ( j f f t t n a i z -  s < t v  
a n d ?  2.S’(?o

cy* j niu&f-L-e p n /d l Jo c fa - u s  in a.dvati c - e ^
t-o ckctc+yz or- ec^uee/ Ft

t r  M a n  Z /  d a y s bef uoeen f i / y b  i s  5



STATE O F  A LASKA 1985 LEGISLATIVE SESSION

FISCAL NOTE

REQUEST

Bill/Resolution N o . :  HB258_______________

Title: Relating to the Reduction of Air­

line Passenger Fares_________________________

Sponsor: Gruenberg____________________________

Requestor: Carmunity & Regional Affairs 

Date of Request: 3/15/85____________________

EXPENDITURES/REVENUES: (Thousands oi: Dollars)

OPERATING FY 85 FY 86 FY 87 FY 88 FY 89 FY 90
100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

400 SUPPLIES 

500 EQUIPMENT’

600 LAND & STRUCTURES 

700 GRANTS, CLAIMS 

800 MISCELLANEOUS

-

TOTAL OPERATING * * * •k ★

CAPITAL ( T 1 I 1 ~T
REVENUE 1 | P ________ j |

FUNDING: (Thousands of Dollars)

G ENERAL FUND

FEDERAL FUNDS

OTHER
TOTAL * * * * *

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: *See attached sheet

Revision Date:

FISCAL DETAIL

Agency Affected:____DOT&PF___________________

Program Category Affected: All state and

municipal airports_________ • ___________

BRU, Program o r  Subprogram!s) Affected:

Prepared By: William R. Snell (signed) 

Division: Central Region planning
P h o n e : 

Date:

Approved by Commissioner: 

Agency: DOT&PF

Distribution (by Agency preparing fiscal note): 

Legislative Finance 
Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency(ies)

266-1462

3/15/85

Date: 3/15/85

7/1/84



F I S C A L  N O T E  A N A L Y S I S

H B 2 5 8

1. A n a l y s i s  o f  t h e  f i s c a l  i m p a c t  o n  e x i s t i n g  p r o g r a m s .

T h e r e  w o u l d  b e  s e v e r e  n e g a t i v e  i m p a c t s  o n  t h e  a b i l i t y  t o  

d e v e l o p ,  m a i n t a i n ,  a n d  o p e r a t e  t h e  F a i r b a n k s  a n d  A n c h o r a g e  

I n t e r n a t i o n a l  A i r p o r t s .

S p e c i f i c  i m p a c t s  a r e  a s  f o l l o w s :

A. C o u l d  e l i m i n a t e  t h e  $ 1 5 - 5 1 7  m i l l i o n  y e a r l y  r e c e i p t s  f r o m  

a i r l i n e  r e n t s  a n d  f e e s .

B. C o u l d  c a u s e  t h e  b o n d h o l d e r s  t o  " c a l l  i n "  $ 5 0 - $ 5 5  m i l l i o n  

i n  I n t e r n a t i o n a l  A i r p o r t  R e v e n u e  F u n d s  ( I A R F ) t h a t  h a v e  

b e e n  s o l d  t o  f i n a n c e  i m p r o v e m e n t s  t o  t h e  F a i r b a n k s  a n d  

A n c h o r a g e  I n t e r n a t i o n a l  a i r p o r t s .  T h i s  c o u l d  h a p p e n  

b e c a u s e  t h e  b o n d  s a l e s  w e r e  b a s e d  o n  f u t u r e  r e v e n u e  

f l o w s .

In  a d d i t i o n ,  t h e r e  c o u l d  b e  a s t a t e w i d e  l o s s  o f  b e t w e e n  $ 3 0 -  

$ 4 0  m i l l i o n  y e a r l y  in f e d e r a l  a i r p o r t  f u n d i n g .  F e d e r a l  g r a n t  

a g r e e m e n t s  r e q u i r e  t h e  S t a t e  t o  c o l l e c t  f e e s  t o  h e l p  o f f s e t  

a i r p o r t  e x p e n s e s .

2. A n a l y s i s  o f  i m p a c t  o n  n e w  p r o g r a m s .

W i t h  t h e  p o t e n t i a l  l o s s  o f  t h e  $ 3 0 - $ 4 0  m i l l i o n  in y e a r l y  

f e d e r a l  f u n d i n g ,  t h e  l o s s  o f  $ 1 5 - $ 1 7  m i l l i o n  in y e a r l y  

r e v e n u e s  f o r  t h e  A n c h o r a g e  a n d  F a i r b a n k s  I n t e r n a t i o n a l  
a i r p o r t ,  a n d  t h e  p o t e n t i a l  " c a l l  i n "  o f  $ 5 0 - $ 5 5  m i l l i o n  in 

o u t s t a n d i n g  I A R F  b o n d s ,  c o n s t r u c t i o n  o f  n e w  a v i a t i o n  

f a c i l i t i e s  w o u l d  b e  s e v e r e l y  i m p a c t e d  u n l e s s  t h e  g e n e r a l  f u n d  

c o u l d  m a k e  u p  t h i s  l o s s  ( a p p r o x i m a t e l y  $ 9 5 - 1 1 2  m i l l i o n  t h e  

f i r s t  y e a r ) .  W i t h  d e c l i n i n g  r e v e n u e s ,  t h i s  w o u l d  p r o b a b l y  

n o t  b e  p o s s i b l e .

In a d d i t i o n ,  a l a r g e  s t a f f  w o u l d  b e  n e c e s s a r y  t o  a d m i n i s t e r  

s u c h  a p r o g r a m .  T h e s e  c o s t s  c a n n o t  b e  d e t e r m i n e d  a t  t h i s  
t i m e .

3. H o w  f i g u r e s  in f i s c a l  n o t e  d e r i v e d .

From- h i s t o r i c a l  i n f o r m a t i o n  o n  b o n d i n g  a n d  a i r p o r t  r e v e n u e s .



A d d i t i o n a l  i n f o r m a t i o n .

S t a f f  a n a l y s i s  s h ows that t*~e a i r l i n e s '  a i r p o r t  cost p e r  
p a s s e n g e r  is o n l y  $ 5 .66 at the F a i r b a n k s  and A n c h o r a g e  
I n t e r n a t i o n a l  a i r p o r t s .  P l e a s e  no t e  that t h e s e  a i r p o r t s  have 
the h i g h e s t  fees of a n y  S t a t e  a i r p o r t .  C r e d i t i n g  this to the 
a i r l i n e s  w o u l d  r e s u l t  in l i t tle, if any, i n c e n t i v e  for the 
a i r l i n e s  to r e d u c e  p a s s e n g e r  fares.
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BY TH'f COMMUNITY AND 
IN THE HOUSE REGIONAL AFFAIRS COMMITTEE

HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: ”An Act relating to the reduction of airline pas s e n­

ger faresi and providing frr an effective date.”

BE IT ENACTED B Y  THE LEGISLATURE O F  THE STATE OF ALASKA:

* Secticn 1. AS 02.15.090 is amended b y  adding a new subsection to 

read:

<c) (Charges, rentaln and fees established under (a) of this 

section may be based on the fares charged by an air carrier for p a s­

senger travel originating at the airport. To promote lower passenger 

fares, the department or a municipality m a y  provide for a credit 

against fees charged under this section to an air carrier that quali­

fies under uniform terms and conditions established by the department.

* Sec. 2. This Act takes effect immediately in accordance w i t h  AS 01,- 

10.070(c).



S T A T E  ' ?  A L A S K A

I N T E R N A T I O N A L  A I R P O R T S

(An E n t e r p r i s e  Fund 
of the S t a t e  of A l a ska)

F I N A N C I A L  S T A T E M E N T S

J U N E  3 0 , 1984 A N D  1983



O c t o b e r  24, 1984

101 W EST BEN SO N  BO U LEV A RD  

AN CH O RAGE. A LA SKA  99S03 

907 503-4444

To the B o n d  C o m m i t t e e  
of the S t a t e  of A l a s k a

I n  o u r  opinion, the a c c o m p a n y i n g  b a l a n c e  sheet and the 

r e l a t e d  s t a t e m e n t s  o f  income, of c h a n g e s  in fund equity, of 

c h a n g e s  in finan c i a l  p o s i t i o n  and of chan g e s  in r e s t r i c t e d  net 

a s s e t s  p r e s e n t  fairly the f i n a n c i a l  p o s i t i o n  of the State of 

A l a s k a  I n t e r n a t i o n a l  A i rports at J u n e  30, 1984 a n d  1983 and the 

r e s u l t s  of its o p e r a t i o n s  and c h a nges in its f i n a n c i a l  p o s i t i o n  

for t h e  y e a r s  then ended, in c o n f o r m i t y  w i t h  g e n e r a l l y  a c c e p t e d  

a c c o u n t i n g  p r i n c i p l e s  c o n s i s t e n t l y  applied. O u r  e x a m i n a t i o n s  of 

t h e s e  s t a t e m e n t s  w e r e  made in a c c o r d a n c e  w i t h  g e n e r a l l y  a c c e p t e d  

a u d i t i n g  s t a n dards a n d  a c c o r d i n g l y  i n c l u d e d  su c h  tests of the 

a c c o u n t i n g  records a n d  such o t h e r  a u d i t i n g  p r o c e d u r e s  as we 

c o n s i d e r e d  n e c e s s a r y  in the c i r c u m s t a n c e s .



STATEMENT <*6

S T A T E  O F  A L A S K A  I N T E R N A T I O N A L  A I R P O R T S

i.An E n t e r p r i s e  Fu n d  of the S t a t e  of A l a ska)

B A L A N C E S H E E T

June 30,

A S S E T S
1984 1983

R E V E N U E  FUND:

C u r r e n t  assets
C a s h  in b a n k s  and d e p o s i t e d  

with. State T r e a s u r y  
I n v e s t m e n t s
T r a d e  a c c o u n t s  and notes r e c e i v­

able, net of a l l o w a n c e  for 
d o u b t f u l  a c c o u n t s  of $ 2 0 0 , 0 0 0  
and $295, 6 7 6 ,  r e s p e c t i v e l y  

F e d e r a l  g r a n t s  r e c e i v a b l e  
A c c r u e d  i n t e r e s t  r e c e i v a b l e  

R e p a i r  and r e p l a c e m e n t  a c c o u n t  - 
C a s h  and i n v e s t m e n t s

$ 4 , 0 2 1 , 6 0 0  
4 2 , 6 7 1 , 1 5 4

2 , 9 8 2 , 9 0 4
2 , 4 8 0 , 1 6 6
1 , 9 3 9 , 5 6 7

5 0 0 , 0 0 0

$ 1 , 4 8 9 , 3 8 7  
2 2 , 5 0 0 , 0 0 0

2 , 5 9 2 , 6 9 7
3 , 0 6 4 , 6 5 1

3 8 2 , 4 9 1

5 0 0 , 0 0 0

5 4 , 5 9 5 , 3 9 1 3 0 , 5 2 9 , 2 2 6

R E V E N U E  B O N D  R E D E M P T I O N  FUND:

B o n d  r e s e r v e  - i n v e s t m e n t s  
B o n d  i n t e r e s t  - i n v e s t m e n t s  
B o n d  p r i n c i p a l  - i n v e s t m e n t s

5 , 4 9 9 , 3 6 8  
2 , 4 2 6 , 0 8 3  

1 2 b . 946

1 , 7 9 3 , 3 9 1

6 8 , 6 8 2

8 ,054, -.97 1 , 8 6 2 , 0 7 3

P ROPERTY, P L A N T  A N D  EQUIPMENT:

A i r p o r t  p l a n t  in service
L e s s - a c c u m u l a t e d  d e p r e c i a t i o n  

and a m o r t i z a t i o n

2 2 0 , 3 4 4 , 4 3 6

( 57,632,629)

195, 348, ',36 

( 5 0 , 2 9 3 , 4 4 5

C o n s t r u c t i o n  in p r o g r e s s
1 6 2 , 7 1 1 , 8 0 7  
1 1 , 9 9 3 , 7 9 4

1 4 5 , 0 5 4 , 9 9 1
6 , 2 0 8 , 1 2 0

1 7 4 , 7 0 5 , 6 0 1 1 5 1 , 2 6 3 , 1 1 !

$ 2 3 7 , 3 5 5 , 3 8 9 $ 1 8 3 , 6 5 4 , 4 1 0

Sec. a c c o m p a n y i n g  n o t e s  t o  f i n a n c i a l  s t a t e m e n t s



STATEMENT <t6

(An E n t e r p r i s e  F u n d  of the State of A l a s k a )

B A L A N C E  S H E E T  
( conti n u e d )

J u n e  30,

S T A T E  O F  A L A S K A  I N T E R N A T I O N A L  A I R P O R T S

L I A B I L I T I E S

1984 1983

R E V E N U E  FUND:

C u r r e n t  l i a b i l i t i e s  - 
A c c o u n t s  p a y a b l e  and 

a c c r u e d  wages 
U n e a r n e d  revenue 
A c c r u e d  interest p a y a b l e  
R e v e n u e  bonds p a y a b l e

R E V E N U E  B O N D  R E D E M P T I O N  FUND: 
A c c r u e d  interest p a y a b l e  
R e v e n u e  b o n d s  payable, 

c u r r e n t  p o r t i o n

C O N C E S S I O N  L E A S E  P R E P A Y M E N T S

R E V E N U E  B O N D S  PAYABLE, net of 
c u r r e n t  p o r t i o n

F U N D  E Q U I T Y

R E S E R V E S :

R e p a i r  and replac e m e n t  
B o n d  r e s e r v e

C O N T R I B U T I O N S ,  net of a c c u m u l a t e d  
a m o r t i z a t i o n  of $ 3 5 , 6 7 1 , 7 3 4  and 
$ 3 2 , 6 0 6 , 1 0 5 ,  r e s p e c t i v e l y

R E T A I N E D  E A R N I N G S

C O N T I N G E N C I E S

$ 4 ,315 ,919 $ 2 ,598 ,430
171 ,073 172 ,108
136 ,627 90 ,473
761 ,054 321 ,318

5 ,384 ,673 3 ,182 ,329

2 ,426 ,083

128 ,946 68 ,682

2 ,555 ,029 68 ,682

7 ,477 ,625

43 ,750 ,000 16 ,645 ,000

500 ,000 500 ,000
5 ,499 ,368 1 ,793 ,391

76 ,493 ,745 69 ,322 ,453

95 ,694 ,949 92 ,142 ,555

178 ,188 ,062 163 ,758 ,399

$237 ,355 ,389 $183 ,654 ,410

S e e  a c c o m p a n y i n g  n o t e s  t o  f i n a n c i a l  s t a t e m e n t s



S T A T E  O F  A L A S K A  I N T E R N A T I O N A L  A I R P O R T S

(An E n t e r p r i s e  F u n d  of the State of A l a s k a )  

S T A T E M E N T  OF I N C O M E

\

Y e a r  e n d e d  
June 30,

1984 1983

O p e r a t i n g  R e v e n u e s

O p e r a t i n g  Expenses:
S e c u r i t y
F i e l d  m a i n t e n a n c e  
A d m i n i s t r a t i v e
B u i l d i n g  and e q u i p m e n t  m a i n t e n a n c e  
C u s t o d i a l
P r o v i s i o n  for d o u b t f u l  a c c o u n t s

O p e r a t i n g  i n c o m e  b e f o r e  
d e p r e c i a t i o n

D e p r e c i a t i o n  Expense:
O n  as s e t s  a c q u i r e d  w i t h  

o w n  funds 
O n  c o n t r i b u t e d  assets

I n c o m e  fr o m  o p e r a t i o n s

N o n - O p e r a t i n g  I n c o m e  (Expense) 
I n t e r e s t  income 
I n t e r e s t  e x p e n s e

$ 2 9 , 3 7 0 , 6 1 8  $ 2 8 , 0 4 5 , 2 2 6

5 , 5 6 3 , 7 8 5  5 , 7 8 8 , 7 1 3
3 , 5 5 3 , 3 2 4  3 , 9 0 5 , 3 5 1
3 , 6 4 2 , 3 9 9  3 , 3 5 2 , 0 2 3
5 , 1 7 8 , 8 3 2  4 , 6 4 9 , 5 3 4
2 , 3 7 3 , 0 3 7  2 , 2 5 4 , 8 0 9

_________________________________ 5 2 0 , 9 6 1

20 , 3 1 1 , 3 7 7  2 0 , 4 7 1 , 3 9 1

9 , 0 5 9 , 2 41

4 , 2 7 3 , 5 5 5
3 , 0 6 5 , 6 2 9

7 , 3 3 9 ,184

1 , 7 2 0 , 0 5 7

2 , 5 1 2 , 9 0 9
( 4 0 , 2 2 4 )

2 , 4 7 2 , 6 8 5

7 , 5 7 3 , 8 3 5

2 , 7 8 3 , 8 1 6
3 , 0 1 3 , 9 9 7

5 , 7 9 7 , 8 1 3

1 , 7 7 6 , 0 22

2 , 9 2 3 , 7 0 0
( 1 , 0 0 5 , 0 3 1 )

1 , 9 1 8 , 6 6 9

Ne t  income $ 4 , 1 9 2 , 7 4 2  $ 3 , 6 9 4 , 6 9 1

S e e  a c c o m p a n y i n g  n o t e s  to f i n a n c i a l  s t a t e m e n t s

- 1 3 0 -



STATE O F  A L A S K A  I N T E R N A T I O N A L  A I R P O R T S  

(An E n t e r p r i s e  F u n d  of the State of A l a s k a )  

STA T E M E N T  O F  C H A N G E S  IN FU N D  E Q U I T Y

R e s e r v e s C o n t r i b u t i o n s
R e t a i n e d
E a r n i n g s T o tal

Balance, J u n e  30, 
1982 $ 2 , 4 1 8 , 8 9 4 $ 7 1 , 5 0 2 , 7 2 8 $ 8 5 , 3 0 8 , 3 6 4 $ 1 5 9 , 2 2 9 , 9 8 6

Net income
D e p r e c i a t i o n  o n  c o n­
tributed a s s e t s  

Federal g r a n t s  
Decrease i n  r e s t r i c t  
ed net a s s e t s (125,503)

( 3,013,997)
8 3 3 , 7 2 2

3 , 6 9 4 , 6 9 1

3 , 0 1 3 , 9 9 7

1 2 5 , 5 0 3

3 , 6 9 4 , 6 9 1

8 3 3 , 7 2 2

Balance, J u n e  30, 
1983 2 , 2 9 3 , 3 9 1 6 9 , 3 2 2 , 4 5 3 9 2 , 1 4 2 , 5 5 5 1 6 3 , 7 5 3 , 3 9 9

Net income
D e p r e c i a t i o n  o n  c o n­
tributed a s s e t s  

Federal g r a n t s  
C o n t r i b u t i o n  fr o m  
General F u n d  

Increase in  r e­
stricted n e t  
assets 3 , 7 0 5 , 9 7 7

(3,065,629)
1 , 2 2 6 , 9 2 1

9 , 0 1 0 , 0 0 0

4 , 1 9 2 , 7 4 2

3 , 0 6 5 , 6 2 9

(3,705 , * 7 7 )

4 , 1 9 2 , 7 4 2

1,226 921 

9 , 0 1 0 , 0 0 0

Balance, J u n e  30, 
1984 $ 5 , 9 9 9 , 3 6 8 $ 7 6 , 4 9 3 , 7 4 5 $ 9 5 , 6 9 4 , 9 4 9 $ 1 7 8 , 1 8 8 , 0 6 2



STATEMENT A9 S T A T E  O F  A L A S K A  I N T E R N A T I O N A L  A I R P O R T S

(An E n t e r p r i s e  F u n d  of the S t ate of A l a s k a )

S T A T E M E N T  O F C H A N G E S  IN F I N A N C I A L  P O S I T I O N

Y e a r  E n d e d  
J u n e  30,

F i n a n c i a l  R e s o u r c e s  W e r e  P r o v i d e d  By: 
O p e r a t i o n s  - 

Net income
A d d  - D e p r e c i a t i o n ,  a c h a r g e  

not r e q u i r i n g  an  o u t l a y  
of funds

P r o v i d e d  by o p e r a t i o n s  
P r o c e e d s  fr o m  b o n d  issue 
F e d e r a l  g r a n t s
D e c r e a s e  in r e s t r i c t e d  net a s s e t s  
C o n t r i b u t i o n  f r o m  G e n e r a l  F u n d  
C o n c e s s i o n  lease p r e p a y m e n t s

F i n a n c i a l  R e s o u r c e s  W e r e  U s e d  For: 
A d d i t i o n s  to p r o p e r t y ,  p l a n t  and 

e q u i p m e n t  
C u r r e n t  m a t u r i t y  of r e v e n u e  b o n d s  
R e t i r e m e n t  of l o n g - t e r m  r e v e n u e  

b o n d s  in a d v a n c e  
I n c r e a s e  i n  r e s t r i c t e d  net a s s e t s

I n c r e a s e  (decrease) in  w o r k i n g  
c a p i t a l

I n c r e a s e  (Decrease) I n  C u r r e n t  
A s s e t s :
C a s h
I n v e s t m e n t s
T r a d e  a c c o u n t s  and n o t e s  

r e c e i v a b l e  
F e d e r a l  gr a n t s  r e c e i v a b l e  
A c c r u e d  i n t e r e s t  r e c e i v a b l e

(Increase) D e c r e a s e  I n  C u r r e n t  
L i a b i l i t i e s :
A c c o u n t s  p a y a b l e  
U n e a r n e d  r e v e n u e  
A c c r u e d  i n t e r e s t  p a y a b l e  
R e v  nue b onds p a y a b l e

I n c r e a s e  (decrease) in  w o r k i n g  
c a p i t a l

1984

$ 4 , 1 9 2 , 7 4 2

7 ,339 ,184

1 1 , 5 3 1 , 9 2 6
2 8 , 0 0 0 , 0 0 0
1 , 2 2 6 , 9 2 1

9 , 0 1 0 , 0 0 0  
 7 ,477,625

5 7 , 2 4 6 , 4 7 2

3 0 , 7 8 1 , 6 7 4
8 9 0 , 0 0 0

5 , 0 0 0  
3,705 ,977

3 5 , 3 8 2 , 6 5 1

$ 2 1 , 8 6 3 , 8 2 1

$ 2 , 5 3 2 , 2 1 3  
2 0 , 1 7 1 , 1 5 4

39 0 ,207
(534,485)

1,557,076

2 4 , 0 6 6 , 1 6 5

( 1,71 7 , 4 8 9 )
1,035

(46,154)
( 4 3 9 , 7 3 6 )

( 2 , 2 0 2 , 3 4 4 )

$ 2 1 , 8 6 3 , 8 2 1

1983

$ 3 , 6 9 4 , 6 9 1

 5 ,797,813

9 , 4 9 2 , 5 0 4

8 3 3 , 7 2 2
125,503

1 0 , 4 5 1 , 7 2 9

9 , 9 1 0 , 7 8 3
3 9 0 . 0 0 0

4 5 0 . 0 0 0

1 0 , 7 5 0 , 7 8 3  

$ (299,054)

$( 1 , 9 8 1 , 7 8 7 )
5 0 0 , 0 0 0

(341,093)
4 2 6 , 5 8 4

( 2 9 1 , 1 1 1 )

( 1 , 6 8 7 , 4 0 7 )

6 0 9 , 7 0 4
3 9 2 , 7 8 7

5,393
3 8 0 , 4 6 9

1 , 3 8 8 , 3 5 3

$ (299,054)

See accompanying notes to financial statements

-132-



S T A T E  O F  A L A S K A  I N T F R H A T I O N A I .  A I R P O R T S

(An E n t e r p r i s e  Fund o f  t he  S t a t e  o f  A l a s k a )  

STATEMENT OF CHANGES IN RESTRICTED NET ASSETS

Revenue Bond Redemp t i o n  Fund_

Net a s s e t s ,  June 30,  1982

I n c r e a s e s  -  
T r a n s f e r s  from o p e r a t i n g  a c c o u n t  
I n t e r e s t  on i n v e s t m e n t s  
Acco un ts  p a y a b l e  d ecr ease 
I n t r a f u n d  t r a n s f e r s

D ecr eases -
T r a n s f e r s  t o  o p e r a t i n g  a cc o u n t  
Bond i n t e r e s t  payments 
Bond p r i n c i p a l  payments 
I n t r a f u n d  t r a n s f e r s

Net a s s e t s ,  June 30,  1983

I n c r e a s e s  -  
T r a n s f e r s  from o p e r a t i n g  a cc o un t  
I n t e r e s t  on i n v e s t m e n t s  

Accrued i n t e r e s t  c o l l e c t e d  a t  d a t e  
o r  sa le o f  S e r i e s  F 

I n t r a f u n d  t r a n s f e r s

D ecr eases -
Bond i n t e r e s t  p a y n en t s  
Bond p r i n c i p a l  payments 
A c co un ts  p a y a b l e  i n c r e a s e  
I n t r a f u n d  t r a n s f e r s

Net  a s s e t s ,  June 30,  1980

Repa i r and 
Renlaccment

* ' 500, 000

5 00 , 0 0 0

Bond
Reserve

$ 1 , 9 1 8 , 8 9 0

189, 175

( 1 1 6 , 1 7 7 )

( 1 9 3 . 5 0 1 1

1 , 7 9 3 , 3 9 1

3 , 7 0 0 , 0 3 3
1 80, 22 8

Bond
I n t e r e s t

- 0 -

1. 150, 005 
2 9 , 2 / 7  

117, 00 5

( 1 , 1 2 0 , 2 0 5 )  

 ( 1 7 6 9 2 2 )

$ 5 0 0 ,0 0 0

 ( 1 7 8 . 2 8 0 )

$ 5 , 0 9 9 , 3 6 8

- 0 -

3 , 1 1 6 , 0 '  '> 
2 6 , f  y7

180, 018
178, 280

( 1 , 0 7 5 , 5 8 2 )

( 2 , 0 2 6 , 0 8 3 )

; -o-

Bond 
P r i n c  i oaI

8 27 , 6 0 0
17,002
20, 531

375, 02 3

( 1 , 2 0 5 , 0 0 0 )

0 32 , 9 0 0
2 2, 3 6 0

( 3 9 5 , 0 0 0 )  
( 6 0 , 2 6 0 )

- 0 -

C. b i ned 

$ 2 , 0 1 8 , 8 9 0

1 , 9 7 8 , 0 0 9  
2 3 5 . 8 5 0  
101 , 9 / 6  
3 75 , 02 3

( 1 16,177)  
( 1 , 1 2 0 , 2 0 5 )  
( 1 . 2 0 5 , 0 0 0 )  

 L*HJi ?3)
2 , 2 9 3 , 3 9 1

7 , 2 0 9 , 3 9 9
2 3 3 , 0 8 9

180,018
178, 280

( 1 , 0 7 5 , 5 8 2 )  
( 3 9 5 , 0 0 0 )  

( 2 , 0 8 6 , 3 0 7 )  
( 178.2801

$ 5 { 9 9 9 , J 6 8

See accompanying n o t e s  t o  f i n a n c i a l  s t a t e m e n t s



STATE OF ALASKA INTERNATIONAL AIRPORTS

(An E n t e r p r i s e  Fund of the S t ate of A l a s k a )  

N O T E S  TO F I N A N C I A L  S T A T E M E N T S  

June 30, 198A A N D  1983

N O T E  1 - O P E R A T I O N S  A N D  S I G N I F I C A N T  A C C O U N T I N G  P O L I C I E S :

The a c c o m p a n y i n g  s t a t e m e n t s  i n c l u d e  the a c c o u n t s  of the 
State of A l a s k a  I n t e r n a t i o n a l  A i r p o r t s  ( h e r e a f t e r  r e f e r r e d  to as 
A i r ports), a n  e n t e r p r i s e  fu n d  c r e a t e d  by C h a p t e r  88 of the 
S e s sion L a w s  of A l a s k a  of 1961 to equip, finance, m a i n t a i n ,  and 
operate the two i n t e r n a t i o n a l  a i r p o r t s  l o c a t e d  at o r  n e a r  
A n c h o r a g e  a n d  Fairbanks, Alaska.

G o v e r n m e n t a l  A c c o u n ti n g  -

The a c c o u n t i n g  p o l i c i e s  u s e d  in p r e p a r a t i o n  of the A i r p o r t s '  
financial sta t e m e n t s  c o n f o r m  to g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  
p r i n c i p l e s  a p p l i c a b l e  to s t ate a n d  local g o v e r n m e n t a l  e n t i t i e s .  
The Airports' annual f i n a n c i a l  s t a t e m e n t s  are p r e p a r e d  on 
e n t e r p r i s e  f u n d  basis of a c c o u n t i n g ,  a l t h o u g h  State a c c o u n t i n g  
records are m a i n t a i n e d  on an a p p r o p r i a t e d  b u d g e t a r y  b a s i s  
th r oughout the year.

Property, Plant and E q u i p m e n t  -

P rope r t y ,  plant and e q u i p m e n t  are c a r r i e d  at cost, for 
p r o p e r t y  p u r c h a s e d  o r  con s t r u c t e d ,  or at fa i r  m a r k e t  v a l u e  at the 
date of a c q u isition, for p r o p e r t y  c o n t r i b u t e d .  D e p r e c i a t i o n  is 
com p u t e d  u s i n g  the s t r a i g h t - l i n e  m e t h o d  a p p l i e d  to the e s t i m a t e d  
u s e f u l  lives of the a s s e t s ; i n c l u d i n g  t h ose f i n a n c e d  by g o v e r n­
ment contributions. How e v e r ,  d e p r e c i a t i o n  on c o n t r i b u t e d  as s e t s  
is not a f a c t o r  in d e t e r m i n i n g  r e v e n u e  rates. I n  d . s t r i b u t i n g  
net income to the A i r p o r t s '  e q u i t y  a c c o u n t s ,  a charge r e p r e s e n t­
ing d e p r e c i a t i o n  on a s s e t s  a c q u i r e d  w i t h  c o n t r i b u t i o n s  is m a d e  
against the related c o n t r i b u t i o n s  account.

The cost of m a i n t e n a n c e  and r e p a i r s  is c h a rged to i n c o m e  as 
inc u r r e d  w h e r e a s  s i g n i f i c a n t  re' ^wals and b e t t e r m e n t s  are c a p i­
talized. T h e  cost a n d  accumul? d d e p r e c i a t i o n  of a s s e t s  r e t i r e d  
or sold are removed f r o m  the acc^ nts and the g a i n  o r  loss is 
r e f l e c t e d  i n  income fr o m  o p e r a t i o n s .

C o m p e n s a t e d  A b s e n c e s  -

R o u t i n e  annual l e ave is c h a r g e d  to the A i r p o r t s  as incurred, 
w h e r e a s  an amount is b u d g e t e u  and t r a n s f e r r e d  a n n u a l l y  to the 
State's G e n e r a l  Fund for e s t i m a t e d  a c c u m u l a t e d  leave p a y a b l e  at 
termination.
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C a p i t a l i z e d  I n t e r e s t  -

I n t e r e s t  e x p e n s e  is c a p i t a l i z e d  on c o n s t r u c t i o n  in progress. 
I n terest costs are not c a p i t a l i z e d  on as s e t s  f i n a n c e d  by federal 
grants or G e n e r a l  F u n d  c o n t r i b u t i o n s .

C o n c e s s i o n  L e a s e  P r e p a y m e n t s  -

In a c c o r d a n c e  w i t h  c o n c e s s i o n a i r e  lease a g r e e m e n t s ,  c e r tain 
p a y m e n t s  r e l a t i n g  to the end of the lease t e r m  we r e  r e c e i v e d  u p o n  
s i g n i n g  of the lease. A m o u n t s  r e c e i v e d  in a d v a n c e  h a v e  b e e n  
d e f e r r e d  a n d  w i l l  be r e c o g n i z e d  in in c o m e  as earned.

I n v e s t m e n t s  -

I n v e s t m e n t s ,  w h i c h  c o n s i s t  of U.S. T r e a s u r y  notes and bonds, 
c e r t i f i c a t e s  of d e p o s i t  a n d  g o v e r n m e n t  s e c u r i t i e s ,  are c a r r i e d  at 
cost w h i c h  a p p r o x i m a t e s  m a r k e t .

F e d e r a l  Gr a n t s  -

G r a n t s  are r e c o r d e d  as r e c e i v a b l e s  and as c o n t r i b u t i o n s  w h e n  
they are earned. G r a n t  a m o u n t s  are s u b j e c t  to a d j u s t m e n t  u p o n  
d e t e r m i n a t i o n  of the t o t a l  cost of the r e l a t e d  projects.

N O T E  2 - F U N D S  R E S T R I C T E D  F O R  S P E C I F I C  P U R P O S E S :

The A i r p o r t s  are r e q u i r e d  to m a i n t a i n  v a r i o u s  r e s t r i c t i v e  
funds in c o m p l i a n c e  w i t h  the r e s o l u t i o n  a u t h o r i z i n g  i s s u a n c e  of 
the r e v e n u e  b o nds d e s c r i b e d  at N o t e  4. The p r i m a r y  fund is the 
R e v e n u e  Fund. A l l  r e c e i p t s  of the A i r p o r t s ,  e x c l u d i n g  b o n d  
pr o c e e d s  o r  r e l a t e d  g r a n t s  a n d  i n t e r e s t  o n  C o n s t r u c t i o n  Funds, 
must be d e p o s i t e d  into the R e v e n u e  F u n d  and are i r r e v o c a b l y  
p l e d g e d  to the p u n c t u a l  p a y m e n t  of debt s e r v i c e  so long as 
revenue b o n d s  r e m a i n  o u t s t a n d i n g ,  to the p a y m e n t  of o p e r a t i n g  and 
m a i n t e n a n c e  expenses, or to a d d i t i o n s  o r  i m p r o v e m e n t s  to a i r port 
f a c i l i t i e s .

The R e v e n u e  F u n d  c o n t a i n s  a R e p a i r  and R e p l a c e m e n t  A c c o u n t  . 
w h i c h  is to be m a i n t a i n e d  at a $ 5 0 0 , 0 0 0  b a lance. This a c c o u n t  
n a y  be u s e d  (1) to e l i m i n a t e  d e f i c i e n c i e s  in  the Bo n d  R e s e r v e  
Account, or (2) for e x t r a o r d i n a r y  rep a i r s ,  r e n e w a l s  and b e t t e r­
ments in the event s u r p l u s  r e v e n u e s  are not available.

The R e d e m p t i o n  F u n d  a n d  its s u b a c c o u n t s  for Reserve, I n t e r­
est and R e t i r e m e n t  m a y  be u s e d  only for debt service. The 
R e s e r v e  A c c o u n t  was i n i t i a l l y  e s t a b l i s h e d  f r o m  p r o c e e d s  of the 
svenue b o n d s  and is to b e  s u b s e q u e n t l y  m a i n t a i n e d  by t r a n s f e r s  

fr o m  the R e v e n u e  F u n d  at a n  a m o u n t  at le. dt e q ual to the m a x i m u m  
annual debt s e r v i c e  o n  all b o n d s  o u t s t a n d i n g .  T r a n s f e r s  fr o m  the 
R e v e n u e  F u n d  m u s t  be m a d e  to the I n t e r e s t  and R e t i r e m e n t  A c c o u n t s  
in amounts s u f f i c i e n t  to p r o v i d e  for a n n u a l  debt s e r v i c e  r e q u i r e­
ments .
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NO T E  3 - A I R P O R T  P L A N T  IN  S E R V I C E :

The a i r p o r t  p l a n t  i n  s e r v i c e  was o w n e d  by the F e d e r a l  
Government p r i o r  to s t a t e h o o d  and c o n t r i b u t e d  to the S t a t e  a f t e r  
that date. A d d i t i o n s  to a i r p o r t  p l a n t  are f u n d e d  by F e d e r a l  
A v i a t i o n  A d m i n i s t r a t i o n  g r a n t s ,  b o n d  p r o c e e d s ,  G e n e r a l  F u n d  
c ontri b u t i o n s  and o p e r a t i n g  r e v e n u e s .  D e p r e c i a t i o n  is c o m p u t e d  
u s i n g  the s t r a i g h t - l i n e  m e t h o d .  A s s e t  v a l u e s  a n d  e s t i m a t e d  
u seful lives are as follows:

L i f e

L a n d
L a n d  i m p r o vements
Buildings
E quipment

10 to 40 y e a r s  
24 to 40 y e a r s  

10 y e a r s

Cost or 
C o n t r i b u t e d  V a l u e

J u n e  30, 1984 J u n e  30, 1983

$ 2 1 , 5 0 8 , 1 9 4  
1 2 5 , 1 2 2 , 0 9 7  
6 6 , 0 4 1 , 5 4 6  
7 , 6 7 2 , 5 9 9

$ 2 1 , 5 0 5 , 7 7 0  
1 1 1 , 4 9 6 , 9 7 6  
5 5 , 6 4 1 , 7 2 5  
6 , 7 0 3 , 9 6 5

$ 2 2 0 , 3 4 4 , 4 3 6  $ 1 9 5 , 3 4 8 , 4 3 6

N O T E  4 - R E V E N U E  B O N D S  P A Y A B L E :

Re v enue bonds h a v e  b e e n  i s s u e d  w i t h  s e r i a l  m a t u r i t i e s  
t h r ough 1993 and t e r m  m a t u r i t i e s  d u r i n g  1988, 1989, 1996, 1998, 
and 1999. A  s u m m a r y  as o f  J u n e  '0, 1984 a n d  1983 follows:

Series A, 5 . 6 %  t e r m  b onds 
due June 1, 1988

Series B, 6. 3 %  t e r m  bonds 
due June 1, 1989

Series C, 7 . 2 %  - 8.0%,
m a t u r i n g  s e r i a l l y  in a n n u a l  
amounts of $ 5 0 , 0 0 0  fr o m  
June 1, 1985 t h r o u g h  1986, 
$5 , 880,000 in t e r m  bonds 
due June 1, 1996

B o n d s  O u t s t a n d i n g

O r i g i n a l
A m o u n t

$ 7 , 000 

2 , 2 2 5

J u n e  30, 
1984

(in t h o u s a n d s )  

$ 2 , 2 4 0

900

J u n e  30, 
1983

$ 2 , 2 4 5  

1 ,080

6 ,500 5 ,980 6 ,030



Bonds O u t s t a n d i n g

O r i g i n a l  June 30, J u n e  30,, 
A m o u n t  1984 1983

Series D, 5.5% - 7.0%, m a t u r i n g  
s e r i a l l y  in a n n u a l  a m o u n t s  
v a r y i n g  from $ 1 7 5 , 0 0 0  to 
$ 2 1 0 , 0 0 0  from J u n e  1, 1985 
t h r o u g h  1988, and $ 6 , 7 6 0 , 0 0 0  
in te r m  bonds due 
J u n e  1, 1998

Se r i e s  F, 8. 9 %  - 10.9%, m a t u r­
ing s e r i a l l y  in a n n u a l  
a m o u n t s  v a r y i n g  f r o m  $ 9 0 0 , 0 0 0  
to $ 3 , 2 6 5 , 0 0 0  f r o m  A u g u s t  1, 
1985 t h r o u g h  1999

T o t a l

L e s s  current p o r t i o n

L o n g - t e r m  p o r t i o n

B o t h  serial m a t u r i t i e s  a n d  r e q u i r e d  e a r l y  r e d e m p t i o n s  of 
t e r m  bonds are as f o l l o w s  (in t h o u s a n d s ) :

D u r i n g
Y e a r  E n ded
June 30 T o t a l

1985 $ 890
1986 1,845
1987 2,005
1988 2,165
1989 2,340

T h e r e a f t e r 35,395

$44,640

In o r d e r  to p r o v i d e  for e a r l y  r e d e m p t i o n  of t e r m  b o n d s ,  the 
b o n d  r e s o l u t i o n s  p r o v i d e  for p a y m e n t s  to be made to the R e d e m p­
tio n  Fu n d  at the c u r r e n t  r e d e m p t i o n  price. R e t i r e m e n t s  are m a d e  
t n r o u g h  o p e n  ma r k e t  p u r c h a s e s  or t h r o u g h  ca l l  p r o v i s i o n s  w h i c h  
p r o v i d e  for call p r i c e s  b e g i n n i n g  at 1 0 2 . 5 %  and d e c l i n i n g  r a t a b l y  
at 5 %  p e r  y e a r  t h e r e a f t e r .

(in t h o u s a n d s )

8 , 500 7 , 5 2 0 7 , 680

2 8 , 0 0 0 28 , 0 0 0

$ 5 2 , 2 2 5 4 4 , 6 4 0 17,035

890 390

$43,750 $ 1 6 , 6 4 5



The revenue b o n d s  h a v e  b e e n  i s s u e d  p u rsuant to b o n d  r e s o l u­
tions w h i c h  p r e s c r i b e  the use of a c c o u n t s  d e s c r i b e d  at N o t e  2 as 
w e l l  as certain o t h e r  p r a c t i c e s .  A m o n g  these is a r e q u i r e m e n t  
that p r i o r  to the i s s u a n c e  of a d d i t i o n a l  series of b o n d s ,  net 
r e v e n u e s  available f o r  debt s e r v i c e  m u s t  at least e q u a l  1.3 times 
the sum of (1) a n n u a l  debt s e r v i c e  and (2) required d e p o s i t s  to 
the B o n d  Reserve A c c o u n t  of the R e d e m p t i o n  Fund. T h e  r e v e n u e  
r e q u i r e m e n t  was met i n  1984 and 1983. At June 30, 1984, the B o n d  
R e s e r v e  Account was a p p  j x i m a t e l y  $ 4 9 6 , 0 0 0  less th a n  t h e  r e q u i r e d  
l e v e l .

in July 1975, t h e  A i r p o r t s  d e p o s i t e d  sufficient m o n i e s  w i t h  
a trustee w i t h  i n s t r u c t i o n s  to p u r c h a s e  s p e c i f i e d  o b l i g a t i o n s  of 
the U n i t e d  States of A m e r i c a ,  w h i c h  m a t u r e  at times s u c h  that the 
p r o c e e d s  will p r o v i d e  f u n d s  s u f f i c i e n t  to p a y  the s c h e d u l e d  
p r i n c i p a l  and i n t e r e s t  of the A i r p o r t s’ Series E B o n d  i s s u e  
t o t a l i n g  $8,100,000. U n d e r  terms of the b o n d  r e s o l u t i o n ,  the 
a b o v e  issue is no l o n g e r  c o n s i d e r e d  " o u t s t a n d i n g "  f o r  p u r p o s e s  of 
the bo n d  covenants. A c c o r d i n g l y ,  t h e s e  a m o u n t s  are n o t  r e f l e c t e d  
in the a c c o m panying f i n a n c i a l  s t a t e m e n t s  at June 30, 1 9 8 4  and 
1983.

N O T E  5 - COSTS A L L O C A T E D  F R O M  T H E  D E P A R T M E N T  OF T R A N S P O R T A T I O N :

The Department of  T r a n s p o r t a t i o n  p r o v i d e s  a d m i n i s t r a t i v e  and 
t e c h n i c a l  services b e n e f i t i n g  all of A l a s k a ' s  a i rports a n d  
a i r c r a f t  bas^.s. R e s u l t a n t  costs are a l l o c a t e d  based u p o n  b u d g e­
tary estimates of the p r o  r a t a  p o r t i o n  w h i c h  should be b o r n e  by 
the vari o u s  facil i t i e s ,  as set f o r t h  in the annual a p p r o p r i a t i o n  
a n d  budget document of  the S t a t e  of A l a s k a .  Costs a l l o c a t e d  to 
the A i rports for the y e a r  e n d e d  J u n e  30, 1984 a m o u n t e d  to 
$ 9 3 2 , 7 0 0  for o p e r a t i o n s  a n d  $ 3 4 4 , 7 0 0  for c a p ital p r o j e c t s ;  the 
l a t t e r  amount has b e e n  c a p i t a l i z e d  in a i r p o r t  plant i n  s e r v i c e .  
C o m p a r a b l e  amounts f o r  the y e a r  e n d e d  J u n e  30, 1983 a m o u n t e d  to 
$92*0,700 and $351,900, r e s p e c t i v e l y .

N O T E  6 - P E N SION PLAN:

The Airports are a m e m b e r  of the A l a s k a  Public E m p l o y e e s '  
R e t i r e m e n t  System w h i c h  p r o v i d e s  for r e t i r e m e n t  b e n e f i t s  b a s e d  on 
the employee's c o m p e n s a t i o n ,  l e n g t h  of s e r v i c e  and age at r e t i r e­
ment. The c o n t r i b u t o r y  p l a n  covers all regular, f u l l - t i m e  
employees. The p e n s i o n  costs, i n c l u d i n g  a m o r t i z a t i o n  o f  pa s t  
s e r v i c e  costs over a 2 5 - y e a r  p e r i o d  ( 4 0 - y e a r s  prior to J u l y  1, 
1978), are funded as a c c r u e d  and t o t a l e d  a p p r o x i m a t e l y  $ 1 , 5 2 1 , 0 0 0  
and $ 1 , 6 14,000 for the f i s c a l  y e a r s  e n d i n g  J u n e  30, 1 9 8 4  and 
1983, respectively. T h e  excess, if any, of the a c t u a r i a l l y  
c o m p u t e d  v a l u e  of v e s t e d  b e n e f i t s  o v e r  the total of the p e n s i o n  
f u n d  assets is not a v a i l a b l e .
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N O T E  7 - M A J O R  C U S T O M E R S :

Two u n a f f i l i a t e d  c u s t o m e r s  p r o v i d e d  revenues of a p p r o x­
ima t e l y  $7,866,000 a n d  $ 7 , 1 5 1 , 0 0 0  r e p r e s e n t i n g  27% a n d  24%, 
r e s p e c t i v e l y ,  of A i r p o r t s '  1984 o p e r a t i n g  revenues. T h e s e  
cu s t o m e r s  a c c o unted f o r  a p p r o x i m a t e l y  $ 6 , 7 7 0 , 0 0 0  and $ 6 , 9 2 5 , 0 0 0  
or 2 4 %  and 25%, r e s p e c t i v e l y ,  of A i r p o r t s’ 1983 o p e r a t i n g  r e v e­
nues.

N O T E  8 - C O N T I N G E N C I E S :

On D e c e m b e r  16, 1975, a J a p a n  A i r l i n e s  Boeing 747 a i r c r a f t  
we n t  off the taxiway. J a p a n  A i r l i n e s  f i l e d  a suit a g a i n s t  the 
S t ate of A l a s k a  I n t e r n a t i o n a l  A i r p o r t s .  The suit w a s  s e t t l e d  
d u r i n g  1984 wi t h  no s i g n i f i c a n t  loss to the State as i n s u r a n c e
c o v e r a g e  in excess o f  the amount of the c l a i m  was in f o r c e  at the
time of the incident.

On D e c e m b e r  16, 1983, a J a p a n  A i r l i n e s  aircraft c o l l i d e d  
w i t h  a t r u c k  on the r u n w a y  at A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t .
The F e d e r a l  A v i a t i o n  A d m i n i s t r a t i o n  h a s  a s s u m e d  r e s p o n s i b i l i t y  
for the incident a n d  t h e r e f o r e  no loss to Ai r p o r t s  is 
a n t i c i p a t e d .  On  D e c e m b e r  23, 1983, a K o r e a n  airliner, u n d e r  
f o g g y  conditions, c o l l i d e d  w i t h  a s m a l l  aircraft. M a n a g e m e n t  
a n t i c i p a t e s  that no l i a b i l i t y  w i l l  be i n c u r r e d  by A i r p o r t s  as a 
re s u l t  of these i n c i d e n t s .

In the normal c o u r s e  of its a c t i v i t i e s ,  the A i r p o r t s  are
i n v o l v e d  in  various o t h e r  claims and litigation. In the o p i n i o n
of m a n a g e m e n t  and t h e  A i r p o r t s '  legal counsel, the d i s p o s i t i o n  of 
t h ese m a t t e r s  is not e x p e c t e d  to ha v e  a m a t e r i a l  a d v e r s e  e f f e c t  
on the finan c i a l  s t a t e m e n t s .
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rt/aterhouse ANCHORAGE. ALASKA 93S03 
907 563-4444

O c t o b e r  24 , 1984

To the B o n d  C o m m i t t e e  
of the S t ate of A l a s k a

I n  o u r  opinion, the a c c o m p a n y i n g  i n f o r m a t i o n  (Exhibits I end 

II) are f a i r l y  s t a t e d  in all m a t e r i a l  r e s p e c t s  in r e l a t i o n  t:o the 

b a s i c  f i n a n c i a l  statem e n t s ,  t a k e n  as a who l e ,  of the S t ate of 

A l a s k a  I n t e r n a t i o n a l  A i r p o r t s  for the y e a r  e n d e d  June 30, 1984 

w h i c h  is c o v e r e d  by our r e p o r t  d a t e d  O c t o b e r  24, 1984 p r e s e n t e d  

in the f i rst s e c t i o n  of this d o c u ment. O u r  e x a m i n a t i o n  was m a d e  

for the p u r p o s e  of f o r m i n g  a n  o p i n i o n  on  the b a s i c  f i n a n c i a l  

s t a t e m e n t s  t a ken as a whole. This i n f o r m a t i o n  is p r e s e n t e d  for 

p u r p o s e s  of a d d i t i o n a l  a n a l y s i s  a n d  is not a r e q u i r e d  pa r t  of the 

b a s i c  f i n a n c i a l  s t a t e m e n t s .  S u c h  i n f o r m a t i o n  has b e e n  s u b j e c t e d  

to the a u d i t i n g  p r o c e d u r e s  a p p l i e d  in the e x a m i n a t i o n  of the 

b a s i c  f i n a n c i a l  s tatements.



E X H I B I T  I 
A D D I T I O N A L  I N F O R M A T I O N

STATE OF ALASKA INTERNATIONAL AIRPORTS 

(An Enterprise Fund of the State of Alaska) 

STATEMENT OF INCOME

Operating Revenues:
Landing fees 
Parking fees 
Gas and oil fees 
Vehicle parking fees 
Terminal building rental 
Coin locker fees 
Concession fees 
Land rental 
Electric energy fees 
Flight service station 

rental 
Other airport charges 
Receipts for services 

rendered 
Lease of state property 
Interest 
Other

Total operating 
revenu< 3

Operating Expenses: 
Security
Field maintenance 
Administrative 
Building and equipment 

maintenance 
Custodial

Total operating 
expenses

Operating income (loss) 
before depreciation

Depreciation expense

Income (loss) from 
operations

Non-Operating Income 
(Expense):
Interest income 
Interest expense

S’DED JUNE 30. 1984

Anchorage Fairbanks Total

$ 4,092,690 
151,062 

8,330,292 
1,538,669 
2,212,130 

3,432 
9,397,518 

727,174 
62,601

$ 499,765 
94,185 

912,001 
35,892 

413,188

281,461
398,521
22,727

$ 4,592,455 
245,247 

9,242,293 
1,574,561 
2,625,318 

3,432 
9,678,979 
1,125,495 

8* 3

30,701
31,1'vO
80,491

31, 40 
111,192

9,135

12,460
5,894

20,871
3,930
2,888

9,135
20,271
16,390
8.782

26,573.758 2,796.860 29,370,618

3,251,964
2,345,707
2,972,192

2,311,821
1,207,617

670,207

5,563,785
3,353,324
3,642,399

4,166,090
1,931.522

1,012,742
441,515

5,178,832
2,373,037

14,667 .475 5,643,902 20,311,377

11,906,^83
(5,234,830)

(2,847,042)
(2.104.3541

9,059,241
(7,339,184)

6.671.453 (4,951.396) 1,720,057

2,273,614
(36,394)

239,295
(3,830)

2,512,909
(40,224)

2,237,220 235.465 2,472,685

Net income (loss) $ 8,908.673 $(4.715.931) $ 4,192.742

BASIS OF ALLOCATION

All items above are charged directly to the individual 
airports except for interest income, interest expense, and 
administrative expenses as discussed in Note 5. These items are 
allocated on the basis of gross revenues generated by each 
airport.
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E X H I B I T  II 
A D D I T I O N A L  I N F O R M A T I O N

STATE OF  A L A S K A  I N T E R N A T I O N A L  A I R P O R T S  

(An E n t e r p r i s e  F u n d  of the S t a t e  of A l a s k a )  

C O N S T R U C T I O N  I N  P R O G R E S S  

J U N E  30, 1984

P r o j e c t
N u m b e r

A n c h o r a g e  
DC 04 5 
H 7 9 1 4 5

F a i r b a n k s

D 4 8 6 1

D 4 8 6 2
D 6 5 2 4
D 6 5 3 0
X 2 0 2 1 3
H 7 9 3 5 2

P r o j e c t  N a m e

N o r t h  A i r p a r k  S t o r m  D r a i n  
T e r m i n a l  E x p a n s i o n

T o t a l  A n c h o r a g e

A p p r o p r i a t i o n

$ 2 5 , 0 0 0
2 3 . 3 9 8 . 7 4 1

2 3 . 4 2 3 . 7 4 1

L i g h t i n g  East P a r k i n g  
L o t / T a x i w a y  

R u n w a y  E x t e n s i o n  
R u n w a y  E x t e n s i o n  
Float P o n d  I m p r o v e m e n t s  
S e c u r i t y  S u r v e i l l a n c e  S y s t e m  
T e r m i n a l  E x p a n s i o n

T o t a l  F a i r b a n k s

T o t a l  c o n s t r u c t i o n  
i n  p r o g r e s s

25, 1 2 5
5 , 6 3 1 , 6 1 0

4 7 0 , 0 0 0
15 , 1 7 0
60 , 0 0 0

2 , 3 1 0 , 8 4 8 (2)

8 , 5 1 2 , 7 5 3

$ 3 1 , 9 3 6 , 4 9 4

C o s t (1)

$ 31 , 5 3 0
9 ,542,920

9 , 5 7 4 , 4 5 0

27 , 0 2 6
3 2 1 , 9 0 5
3 9 3 , 4 3 8
15,930
22 , 7 4 3

1 , 6 3 8 , 3 0 2

2 , 4 1 9 , 3 4 4

$ 1 1 , 9 9 3 , 7 9 4

(1) T o t a l  cost i n c l u d e s  a c t u a l  e x p e n d i t u r e s  f r o m  I n t e r n a t i o n a l  
A i r p o r t s  Fu n d  m o n ies, a c c o u n t s  p a y a b l e  at J u n e  30, 1984, and 
i n t e r e s t  and a d m i n i s t r a t i v e  e x p e n s e  c a p i t a l i z a t i o n s .  T h e  costs 
repre s e n t - i n c o m p l e t e  p r o j e c t s  or i m p r o v e m e n t s  to e x i s t i n g  p l a n t  
i n  service.

(2) E x c l u d e s  $ 1 1 , 0 0 0 , 0 0 0  a p p r o p r i a t i o n  for c o m p l e t e d  P h a s e  I a n d  II 
w h i c h  was t r a n s f e r r e d  to A i r p o r t  P l a n t  in  S e r v i c e  d u r i n g  f i s c a l  
y e a r  1984.



O ff ic ia l Business

Alaska State Legislature
H o u s e

Pouch V 
State Cap ito l 

Juneau, A la sk a  99811

March 15, 1985

Mr. Ben Harding
Special Assistant for Transportation 
Office of the Governor 
Pouch A / M S  0101 
Juneau, A K  99811

Dear Mr. Harding:

O n  Monday, March 18 the House Community & Regional Affairs Committee 
will consider House Bill 258, "Reduction of Airline Passenger Fares". T h e  
committee will devote an entire meeting to hearing testimony on this bill, 
including teleconference testimony from Anchorage and Fairbanks.

Y o u  are invited to attend and participate.

, Chairman
House Community & Regional Affairs Committee
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JOE P. JOSEPHSON 
DISTRICT H — ANCHORAGE 

1526 F  STREET 
ANCHORAGE. ALASKA 99501 

(907) 277-4419

WHILE IN JUNEAU 
POUCH V 

JUNEAU. ALASKA 99811 
(907) 465-4525

'
TTTH ALASKA STATE SENATE

OFFICE OF MINORITY WHIP

COMMITTEES

BUDGET & AUDIT 
HEALTH. EDUCATION & SOCIAL SERVICES 

RULES 
TRANSPORTATION

SENATE CHAIR. ANCHORAGE CAUCUS

F e b r u a r y  6, 1985

Mr. B r u c e  K e n n e d y  
P r e s i d e n t  ■ • '
A l a s k a  A i r l i n e s  • ' . •
P.O. B o x  6 8 9 0 0  
S e a t t l e ,  W a s h i n g t o n  9 8 1 8 8

D e a r  Mr. K e n n e d y :
. r* c - v  *. • r% • *• r*» • •» t  • •• • * #

A s  a - s t a t e  s e n a t o r  f r o m  A n c h o r a g e ,' I h a v e  a s k e d  w h y  a i r  
f a r e s  h a v e  i n c r e a s e d  i n  A l a s k a  t h i s  y e a r ,  at t h e  s a m e  t i m e  
t h a t  s i g n i f i c a n t  n e w  d i s c o u n t  f a r e s  a r e  o f f e r e d  e l s e w h e r e .  
M y  i n q u i r i e s  h a v e  r e s o n a t e d  i n  t h e  A l a s k a  c o m m u n i t y ,  b e c a u s e  
A l a s k a n s  k n o w  t h a t  f a r e s  c h a r g e d  f o r  f l i g h t s  - t o  a n d  f r o m  

- Adaska-- w e r e  h i g h ,  . b o t h  i n  r e l a t i v e  a n d  a b s o l u t e  t e r m s ,  e v e n  
b e f o r e  t h e  l a t e s t  i n c r e a s e s  t o o k  e f f e c t .

I a m  e n c l o s i n g  a c o p y -’ o f  m y  l e t t e r  t o  t h e  A t t o r n e y  
G e n e r a l  of_ A l a s k a  d a t e d  J a n u a r y  25 a n d  a c o p y  o f  t h e  p r e s s  • 
r e l e a s e  w h i c h  I i s s u e d  a t  t h a t  t i m e .  I a m  a l s o  e n c l o s i n g  
t h r e e  o t h e r  n e w s p a p e r  c l i p p i n g s  o n  t h i s  s u b j e c t ,  i n c l u d i n g  a 
r e c e n t  e d i t o r i a l  a n d  a r e c e n t  t r a v e l  c o l u m n ,  w h i c h  s h o w  t h e  
e x i s t e n c e  o f  w i d e s p r e a d  c o m m u n i t y  c o n c e r n .

T h i s  o f f i c e  h a s  r e c e i v e d  m a n y  m e s s a g e s  f r o m  
c o n s t i t u e n t s ,  a n d  t h e r e  h a s  b e e n  a p r o l i f e r a t i o n  o f  l e t t e r s  
t o  t h e  e d i t o r  o n  t h i s  s u b j e c t .  F o r  e x a m p l e ,  I a l s o  e n c l o s e  
s o m e  l e t t e r s  t o  t h e  e d i t o r  o f  the A n c h o r a g e  D a i l y  N e w s  w h i c h  
a p p e a r e d  i n . t h a t  p a p e r  r e c e n t l y .  .

A l a s k a n s  w h o ’-'travel k n o w  t h a t  t h e  f a r e s  n o w  a v a i l a b l e  
b e t w e e n  p o i n t s  i n  t h e  c o n t i n e n t a l  U n i t e d  S t a t e s  t e n d  t o  b e  
f a r  l o w e r  t h a n  t h e  f a r e s  a v a i l a b l e  b e t w e e n  A n c h o r a g e  a n d  
S e a t t l e ,  o n  a c o s t - p e r - m i l e  b a s i s .  F r o m  a t r a v e l e r ' s  
s t a n d p o i n t ,  a s  t h e  e n c l o s e d  n e w s p a p e r  c l i p p i n g s  m a k e  
m a n i f e s t ,  t h e r e  d o e s  n e t  a p p e a r  t o  b e  a n  o b v i o u s  r a t i o n a l e  
f o r  t h e  e x i s t i n g  f a r e  s t r u c t u r e s ,  a n d  t h e r e  is c e r t a i n l y  n o  
d i s c e r n i b l e  r e l a t i o n s h i p  b e t w e e n  d i s t a n c e  a n d  cost.

I n e e d  n o t  d e t a i l  h e r e  t h e  v e r y  s e r i o u s  c o n s e q u e n c e s  t o  
u s  A l a s k a n s  o f  t h e  h i g h  a i r p l a n e  fares. W e  h a v e  n o  r a i l  
a l t e r n a t i v e .  B u s e s  a n d  c a r s  d o  t r a v e l  o v e r  t h e  A l a s k a



Mr .  B r u c e  K e n n e d y  
T e b r u a r y  6, 1 9 8 5  
P a g e  T w o

H i g h w a y ,  b u t  c o n s i d e r a t i o n s  o f  c l i m a t e ,  d i s t a n c e  a n d  t i m e  
m a k e  T h e s e  m o d e s  a l l  b u t  u s e l e s s  f o r  m o s t  b u s i n e s s  a n d  
v a c a t i o n  t r a v e l e r s .

f a r e s  n o w  c h a r g e d  A l a s k a n s  o n  t h e  A n c h o r a g e - S e a t t l e  route: 
A l a s k a n s  c a n  s t a y  h o m e .  T h e i r  r e l a t i v e s  a n d  f r i e n d s  in t h e  
" l o w e r  48 " ,  a n d  p o t e n t i a l  t o u r i s t s ,  c a n  s t a y  h o m e ,  too, 
r a t h e r  t h a n  v i s i t  t h e  4 9 t h  S t a t e .

T h a t  a l t e r n a t i v e  is b a d  f o r  t h e  a i r l i n e s .  It is b a d  
f o r  A l a s k a n s .  I t  is b a d  f o r  f a m i l y  r e l a t i o n s h i p s .  I t  is 
b a d  for t o u r i s m .  I t  is b a d  for c o m m e r c e .  It  is b a d  f o r  
t h o s e  w h o  w a n t  t o  p u r s u e  e d u c a t i o n a l  c u r r i c u l a  a n d  
p r o f e s s i o n a l  s e m i n a r s  i n  o t h e r  s t a t e s .  I t  is b a d  for 
c o m m u n i t y  m o r a l e .  I t  is b a d  f o r  t h e  r e l a t i o n s h i p  b e t w e e n  
t h e  a i r l i n e s "  a n d  t h e i r  ' c u s t o m e r s .  I t  is b a d  f o r  t h e  
t a x p a y e r s  o f  A n c h o r a g e  w h o  h a v e  i n v e s t e d  in a n e w  c o n v e n t i o n  
c e n t e r ,  a s p o r t s  a r e n a ,  a n d  o t h e r  a m e n i t i e s  d e s i g n e d  t o  
e n h a n c e  t o u r i s m .

•Alaskans; a r e  e d u c a t e d  a n a  s o p h i s t i c a t e d .  T h e y  a s k  me:

1. W h y  a r e  a i r l i n e  f a r e s  g o i n g  u p  h e r e  w h i l e  f a r e s  in 
o t h e r  p l a c e s  a r e  g o i n g  d o w n ?

2. W h y  d o  a l l  a i r l i n e s  c o n s i d e r  t h e  h i g h  f a r e s  t o  b e  
m o r e  p r o f i t a b l e ,  e v e n  t h o u g h  t h e y  c o m p e l  m a n y  w o u l d - b e  
t r a v e l e r s  t o  s t a y  p u t ?

3. W h a t  a r e  t h e  j u s t i f i c a t i o n s  f o r  t h e  h i g h e r  A l a s k a  
r o u t e  f a r e s ?  A r e  A l a s k a  s t a t e  a i r p o r t  l a n d i n g  f e e s  
h i g h e r  t h a n  e l s e w h e r e ?  I s . j e t  f u e l  b o u g h t  for t r a v e l  
to a n d  f r o m  A l a s k a  m o r e  e x p e n s i v e ?  Is  t h e r e  a w a g e  
d i f f e r e n t i a l  p a i d  to e m p l o y e e s  w o r k i n g  i n  A l a s k a ?  A r e  
lead f a c t o r s  s o  l o w  t h a t  t h e  c o s t s  o f  o p e r a t i o n  p e r  
seat, r e l a t i v e  t o  r e v e n u e s ,  a r e  v e r y  h i g h ?  I f  so, w h y  
ds f o u r  c a r r i e r s  c o m p e t e  o v e r  t h e  m a r k e t ,  a n d  w h y  
w o u l d n ' t - l o w e r  f a r e s  b u i l d  p r o f i t s ,  a t  l e a s t  o n  c e r t a i n  
f l i g h t s ,  o r  a t  l e a s t  o n  d e s i g n a t e d  f l i g h t s  o f f - s e a s o n ?  
Or, c o n v e r s e l y ,  a r e  l o a d  f a c t o r s  so h i g h  t h a t  it 
m a t t e r s  n o t  t o  t h e  c a r r i e r s  w h e t h e r  s o m e  A l a s k a n s  
c h o o s e  t o  b e  p r i c e - r e s i s t a n t ?

4. W h y  h a s  d e r e g u l a t i o n  n o t  l e d  t o  p r i c e  
c o m p e t i t i v e n e s s  h e r e ?

O n  t h e  o t h e r  h a n d ,  t h e r e  is an  a l t e r n a t i v e  t o  t h e  h i g h

JO E P. JO SEPHSO N - ALASKA STATE SENATE

A



M r .  B r u c e  K e n n e d y  
F e b r u a r y  6, 1 9 8 5  
P a g e  T h r e e

I a m  c o n s i d e r i n g  i n t r o d u c i n g  l e g i s l a t i o n  o n  th i s  
s u b j e c t ,  a n d ' " a s  a ' m e m b e r  u o £ - ‘t h e  - S e n a t e  T r a n s p o r t a t i o n  
C o m m i t t e e ,  I h a v e  r e q u e s t e d  p u b l i c  h e a r i n g s  o n  t h i s  
q u e s t i o n .  T h e  C h a i r m a n  o f  t h e  T r a n s p o r t a t i o n  C o m m i t t e e ,  I 
a m  i n f o r m e d ,  h a s  s c h e d u l e d  s u c h  h e a r i n g s .

I h a v e  a l s o  r e c e i v e d  a r e s p o n s e  f r o m  t h e  A t t o r n e y  
G e n e r a l  o f  t h e  S t a t e  o f  A l a s k a  t o  m y  i n q u i r y  a b o u t  p o s s i b l e  
a n t i - t r u s t  v i o l a t i o n s .  -T h e  r e p l y  o f  t h e  A t t o r n e y  G e n e r a l  
i n d i c a t e s  t h a t - a n  element- in - a n y  a n t i - t r u s t  l i t i g a t i o n  w o u l d  
b e  e v i d e n c e  o f  a c t u a l  c o n s u l t a t i o n s  a m o n g  t h e  c a r r i e r s  t o  
s e t  p r i c e s ;  it d o e s  a p p e a r  t h a t  such, e v i d e n c e  is d i f f i c u l t  
t o  o b t a i n ,  i f  i t  e x i s t s  a t  al l .  T h e  A i r l i n e  T r a v e l  
P u b l i s h i n g  C o m p a n y  c o m p u t e r  s e r v i c e  g i v e s  e v e r y  cc.rrier 
a c c e s s  t o  d e t a i l e d  fa r e  s c h e d u l e s  f r o m  e v e r y  c o m p e t i t o r ,  a n d  
s o  a c o n s c i o u s l y ,  p a r a l l e l  f a r e  p o l i c y  c a n  b e  s e t  w i t h o u t  
d i r e c t " c o m m u n i c a t i o n - a m o n g  c o m p e t i t o r s  o n  t h e  s u b j e c t .

T h e  r e m e d i e s  f o r  A l a s k a n s  i n  t h i s  e n v i r o n m e n t  w o u l d  
a p p e a r  t o  b e  l i m i t e d  t o  a s p o n t a n e o u s  o r  c o n c e r t e d  
a b s t i n e n c e  o r  b o y c o t t  f r o m  a i r  t r a v e l ;  c o n s u l t a t i o n s  w i t h  
t h e  A l a s k a  d e l e g a t i o n  in C o n g r e s s  t o  e x p l o r e  i n d u c e m e n t s  o r  
s a n c t i o n s :  at: t h e  f e d e r a l .l e v e l ;  u t i l i z a t i o n  o f  t h e  s t a t e’s 
b a r g a i n i n g  p o s i t i o n  as a m a j o r  c u s t o m e r  t o  b r i n g  a b o u t  p r i c e  
c o n c e s s i o n s  b e n e f i t i n g  a l l  A l a s k a  t r a v e l e r s ;  e n c o u r a g e m e n t  
o f  a h e w  e n t r a n t  in t h e  A l a s k a  m a r k e t ;  a n d  p u b l i c  r e l a t i o n s  
r e w a r d s  a n d  h o n o r s  t o  t h a t  c a r r i e r  w h i c h  is i m a g i n a t i v e  
e n o u g h  t o  b e  t h e  first, t o  g i v e  A l a s k a  t r a v e l e r s  s e m e  o v e r d u e  
r e l i e f .

I s o l i c i t  y o u r  c o m m e n t s  a n d  s u g g e s t i o n s  so t h a t  
A l a s k a n s  c a n  b e g i n  t o  g e t  s o m e  o f  t h e  p r i c e  b e n e f i t s  
d e r e g u l a t i o n  w a s  s u p p o s e d  t o  b r i n g .  I h a v e  w r i t t e n  in a n  
i d e n t i c a l  v e i n  t o  y o u r  t h r e e  c o u n t e r p a r t s  a t  t h e  o t h e r  
i n t e r s t a t e  a i r  c a r r i e r s .  I n  m y  j u d g m e n t ,  i m a g i n a t i v e  
l e a d e r s h i p  i n  t h i s  r e g a r d  w i l l  i n u r e  t o  t h e  s h o r t - r a n g e  a n d  
l o n g - r a n g e  b e n e f i t  o f  t h e  ' c o m p a n y  d i s p l a y i n g  it, a n d  w i l l  
c e r t a i n l y  e a r n  t h e  r e c o g n i t i o n  a n d  g r a t i t u d e  o f  t h e  
l e g i s l a t u r e  a n d  t h e  p e o p l e  o f  A l a s k a .
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T h e  H o n o r a b l e  N o r m a n  G o r s u c h  
A t t o r n e y  G e n e r a l  
S t a t e  o f  A l a s k a  
P o u c h  K
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Mr. A t t o r n e y  G e n e r a l :

A s  y o u  k n o w ,  A l a s k a  A i r l i n e s  h a s  a n n o u n c e d  s u b s t a n t i a l  
f a r e  i n c r e a s e s  for c o a c h  c l a s s  p a s s e n g e r s .

A d v e r t i s i n g  h a s  i n d i c a t e d  t h a t  e a c h  o f  t h e  o t h e r  
i n t e r s t a t e  c a r r i e r s  ( U n ited A i r l i n e s ,  N o r t h w e s t  A i r l i n e s  a n d  
W e s t e r n  A i r l i n e s )  h a s  f o l l o w e d  t h e  n e w  A l a s k a  A i r l i n e s  fare 
s c h e d u l e  w i t h  v i r t u a l  e x a c t i t u d e .

B e f o r e  t h e  n e w  i n c r e a s e s  t o o k  e f f e c t ,  the o n e - w a y  c o a c h  
c l a s s  fare b e t w e e n  A n c h o r a g e  a n d  S e a t t l e ,  o n  e a c h  o f  t h e  
c a r r i e r s ,  a m o u n t e d  t o  a c o s t  o f  22 c e n t s  p e r  m i l e .  A l a s k a  
A i r l i n e s  c h a r g e d  a o n e - w a y  f a r e  o f  $ 3 2 4 . 9 0 .  T w o  o t h e r  
c a r r i e r s  ( N o r t h w e s t  A i r l i n e s  a n d  W e s t e r n  A i r l i n e s )  w e r e  
t h r e e  c e n t s  c h e a p e r ,  a t  $ 3 2 4 . 8 7 .  U n i t e d  A i r l i n e s  c h a r g e d  
$ 5 . 9 0  l e s s  t h a n  A l a s k a  A i r l i n e s ,  or $ 3 1 9 . 0 0 .  T h i s  is a n  
o b v i o u s l y  m i n i s c u l e  " s p r e a d”, and, as n o t e d ,  e a c h  o f  t h e  
c a r r i e r s  is c h a r g i n g  22 c e n t s  p e r  m i l e  in fact.

T h e  r o u t e  b e t w e e n  A n c h o r a g e  a n d  J u n e a u  is e x t r e m e l y  
i m p o r t a n t  t o  S t a t e  g o v e r n m e n t ,  i n a s m u c h  as m a n y  p a s s e n g e r s  
a r e  f l y i n g  e i t h e r  on  s t a t e  b u s i n e s s ,  a t  s t a t e  e x p e n s e ,  o r  
b e c a u s e  t h e y  a r e  e x e r c i s i n g  t h e i r  r i g h t  o r  d u t y  o f  
c i t i z e n s h i p  to v i s i t  a n d  s p e a k  w i t h  o f f i c i a l s  o f  t h e  
g o v e r n m e n t .  T h e  fare o v e r  t h i s  route, w h e r e  no  c o m p e t i t i o n  
e x i s t s ,  is 33 c e n t s  p e r  m ile.

F o r  the p u r p o s e  o f  t h i s  i n q u i r y /  h o w e v e r ,  I w i l l  n o t  
c o n c e r n  m y s e l f  w i t h  t h e  A n c h o r a g e - J u n e a u  ro u t e ,  b e c a u s e  o n l y  
o n e  c a r r i e r  s e r v e s  t h e  route. I n s t e a d ,  I w i l l  c o n f i n e  m y  
c o m p a r i s o n s  to t h e  i n t e r s t a t e  r o u t e  b e t w e e n  A n c h o r a g e  a n d  
S e a t t l e ,  a n d  o t h e r  d e s t i n a t i o n s  in t h e  c o n t i n e n t a l  U n i t e d
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S t a t e s ,  o n  t h e  o n e  h a n d ,  a n d  o t h e r  A m e r i c a n  r o u t e s ,  n o t  
i n v o l v i n g  an A l a s k a  a i r p o r t ,  o n  t h e  o t h e r .  T h e  c o m p a r i s o n s  
a r e  b a s e d  u p o n  t h e  o l d  f a r e s  b e f o r e  t h i s  m o n t h ' s  i n c r e a s e s  
t o o k  e f f e c t .

B e t w e e n  A n c h o r a g e  a n d  S e a t t l e ,  p a s s e n g e r s  in c o a c h  
c l a s s  ( d i s r e g a r d i n g  " s u p e r  s a v e r "  p a s s e n g e r s )  p a i d  22 c e n t s  
p e r  m i l e ,  as no t e d .  T h i s  c o s t  p e r  m i l e  is t w i c e  t h e  
c o s t  p e r  m i l e  b e t w e e n  S a l t  L a k e  C i t y ,  U t a h ,  a n d  W a s h i n g t o n ,  
D.C. T h e  d i s t a n c e  b e t w e e n  S a l t  L a k e  C i t y  a n d  t h e  n a t i o n ' s  
c a p i t a l  is 413 m i l e s  g r e a t e r  t h a n  t h e  d i s t a n c e  b e t w e e n  
A n c h o r a g e  a n d  S e a t t l e .  T h e  f a r e  is $ 1 0 9 . 0 0  le s s  t h a n  t h e  
A n c h o r a g e - S e a t t l e  fare b e f o r e  t h e  n e w  i n c r e a s e ! 1

If  A l a s k a n s  w e r e  a b l e  t o  t r a v e l  for 11 c e n t s  p e r  m i l e ,  
t h e y  w o u l d  p a y  a o n e  w a y  f a r e  t o  S e a t t l e  o f  $ 1 6 2 . 4 5 ,  n o t  
$ 3 1 9 . 0 0  to  $ 3 2 4 . 9 0 ,  o r  t h e  h i g h e r  f a r e s  n o w  in effect.

A n o t h e r  e x a m p l e  —  a n d  t h e  e x a m p l e s  a r e  e n d l e s s ,  
o b v i o u s l y  —  is the f l i g h t  b e t w e e n  K a n s a s  C i t y  a n d  S e a t t l e ,  
a d i s t a n c e  o f  1 , 8 5 1  m i l e s  ( s l i g h t l y  f a r t h e r  t h a n  t h e  
d i s t a n c e  f r o m  A n c h o r a g e  t o  S e a t t l e ) . W e s t e r n  A i r l i n e s  
o f f e r s  a o n e - w a y  fare o f  $ 1 8 5 . 0 0 ,  o r  12 c e n t s  p e r  m i l e ,  
b e t w e e n  K a n s a s  C i t y  a n d  S e a t t l e .

B e c a u s e  " s u p e r  sa v e r "  f a r e s  a r e  o f f e r e d  v i r t u a l l y  
e v e r y w h e r e ,  a n d  h a v e  m a n y  r e s t r i c t i o n s ,  i n c l u d i n g  a 
r e q u i r e m e n t  for r o u n d  t r i p  p u r c h a s e s ,  I h a v e  n o t  a t t e m p t e d  
to  c a l c u l a t e  t h e i r  e f f e c t .  Our, r e s e a r c h  is partici’l a r l y  
i n t e r e s t i n g ,  I th i n k ,  in its s h o w i n g  t h a t  t h e  fo u r  c a r r i e r s  
in t h e  A l a s k a  t r a d e  f o l l o w  v i r t u a l l y  e q u i v a l e n t  c o a c h  c l a s s  
fares, as w e l l’ as s u p e r - s a v e r  fares, a n d  are a l s o  i d e n t i c a l  
in t h e i r  f a i l u r e  to o f f e r  a n y  t y p e  o f  o t h e r  d i s c o u n t  f a r e s  
(except s e n i o r  c i t i z e n s '  d i s c o u n t s  o f f e r e d  by  A l a s k a  
A i r l i n e s  a n d  U n i t e d  A i r l i n e s ) .

M a n y  A l a s k a n s  e x p e c t e d  t h a t  d e r e g u l a t i o n  o f  t h e  
i n d u s t r y  w o u l d  r e s u l t  i n  l o w e r  fares. M a n y  A l a s k a n s  
e x p e c t e d  that,, t h e  e n t r y  . i n t o  t h e - . A l a s k a  t r a d e  o f  - U n i t e d  
A i r l i n e s  w o u l d  e n h a n c e  c o m p e t i t i o n  a n d  r e s u l t  in s a v i n g s  to 
t h e  c o n s u m e r .  A s  'shown b y  t h e  t w o  n e w s p a p e r  c l i p p i n g s  I 
e n c l o s e  (article f r o m  t h e  A n c h o r a g e  D a i l y  N e w s  o f  J a n u a r y
17, 1985 a n d  e d i t o r i a l  f r o m  t h e  A n c h o r a g e  T i m e s  o f  J a n u a r y
18, 1985), t h e  fa r e  i n c r e a s e s  a r e  of  i n t e r e s t  a n d  c o n c e r n  to 
A l a s k a  r e s i d e n t s .

T h e  p r o b l e m  o f  the c o s t  o f  t r a v e l  is e x a c e r b a t e d  f o r  
A l a s k a n s  b e c a u s e  o f  the a b s e n c e  o f  r a i l  or o t h e r  s u r f a c e  
t r a v e l  m o d e s  t h a t  c a n  b e  r e a s o n a b l e  a l t e r n a t i v e s  for m a n y ,  
g i v e n  t h e  d i s t a n c e s  t o  b e  c o v e r e d  a n d  t h e  c l i m a t e  t h a t  
p r e v a i l s  d u r i n g  m o s t  o f  t h e  y e a r .
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T h e  i n a b i l i t y  o f  A l a s k a n s  t o  t r a v e l  o u t - o f - s t a t e  m e a - ", 
d i m i n i s h e d  o p p o r t u n i t i e s  for c o n t a c t  w i t h  f a m i l y  a n d  f r i e n d s  
in " t h e  lov;er 48", a n d  d i m i n i s h e d  o p p o r t u n i t i e s  for 
e d u c a t i o n ,  p r o f e s s i o n a l  s e m i n a r s ,  a n d  o t h e r  a c t i v i t i e s  
i m p o r t a n t  t o  t h e  d e v e l o p m e n t  a n d  f u l f i l l m e n t  o f  t h e  
i n d i v i d u a l  A l a s k a n  in h i s  o r  h e r  p e r s o n a l  l i f e  a n d  c a r eer.

W i t h  a l l  o f  t h e s e  c o n s i d e r a t i o n s  in m i n d ,  I w o u l d  b e  
g r a t e f u l  for a n y  r e f l e c t i o n s  y o u  a n d  y o u r  D e p a r t m e n t  m a y  
h a v e ,  a n d  w o u l d  l i k e  to k n o w  p a r t i c u l a r l y :

1. T h e  e l e m e n t s  of  p r o o f  t h a t  w o u l d  n o r m a l l y  b e  
r e q u i r e d  to s h o w  an u n l a w f u l  " c o n t r a c t ,  c o m b i n a t i o n  
o r  c o n s p i r a c y "  in r e s t r a i n t  o f  t r a d e ,  or
o t h e r  v i o l a t i o n  o f  t h e  s t a t e  a n t i - t r u s t  law. (AS 
4 5 . 5 0 . 5 6 2  et. s e q . )

2. W h e t h e r  t h e r e  m a y  b e  a p o s s i b l e  a p p l i c a t i o n  o f  
s t a t e  a n t i - t r u s t  laws, f o r  r e s t r a i n t  o f  t r a d e  or 
p r i c e  f i x i n g  b y  a g r e e m e n t  o r  c o n s c i o u s  p a r a l l e l i s m ,  
in t h i s  c o n t e x t .

3. W h e t h e r  s t a t e  a n t i - t r u s t  laws a p p l y  t o  i n t e r s t a t e  
a i r  c a r r i e r s .

4. I f  not, w h e t h e r  s t a t e  a n t i - t r u s t  s t a t u t e s  c o u l d  b e  
c h a n g e d  in a c o n s t i t u t i o n a l  m a n n e r  t o  p r o v i d e  s u c h  
a p p l i c a b i l i t y  a n d  to e s t a b l i s h  s t a t e  c o u r t  
j u r i s d i c t i o n .

5. W h e t h e r  t h e r e  is any p r e c e d e n t  for a n t i - t r u s t  s u i t s  
a g a i n s t  a i r  c a r r i e r s  in i n t e r s t a t e  c o m m e r c e ,  e i t h e r  
u n d e r  f e d e r a l  o r  s t a t e  a n t i - t r u s t  s t a t u t e s ,  b r o u g h t  
b y  a t t o r n e y s  g e n e r a l  o n  b e h a l f  o f  s t a t e  g o v e r n m e n t s  
o r  t h e i r  p e o p l e ,  for a l l e g e d  p r i c e - f i x i n g  a n d  
r e s t r a i n t  o f  trade.

6. W h e t h e r  t h e r e  a r e  a n y  o t h e r  s t a t u t o r y  r e m e d i e s  t h a t  
c a n  b e  c o n s i d e r e d  or d e v e l o p e d  t o  d e a l  a t  t h e  s t a t e  
l e v e l  w i t h  t h e  p r o b l e m .  . «.

7. W h e t h e r  t h e  s t a t e  h a s  b e e n  g i v e n  any d a t a  f r o m  t h e  
c a r r i e r s  w h i c h  m i g h t  j u s t i f y  e i t h e r  t h e  a p p a r e n t  
c o i n c i d e n c e  in t h e i r  r e s p e c t i v e  fare s t r u c t u r e s  or  
t h e  r e c e n t  r o u n d  o f  f a r e  i n c r e a s e s .

B e c a u s e  t h e  m a t t e r  I h a v e  r a i s e d  is o f  g r e a t  i m p o r t a n c e  
to  t h e  A l a s k a  t o u r i s m  i n d u s t r y  a n d  A l a s k a  b u s i n e s s  in 
g e n e r a l ,  I a m  s e n d i n g  a c o p y  o f  t h i s  l e t t e r  t o  t h e  H o n o r a b l e  
L o r e n  H. L o u n s b u r y  a n d  I a m  i n v i t i n g  h i m  a n d  t h e  D e p a r t m e n t
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o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  w h i c h  h e  h e a d s ,  to 
s h a r e  w i t h  m e  a n y  c o m m e n t s  o r  i d e a s  t h a t  t h e y  m a y  h a v e .  At  
a m i n i m u m ,  it w o u l d  b e  m y  h o p e  t h a t  s t a t e  o f f i c i a l s  in the 
e x e c u t i v e  b r a n c h  w i l l  e x p r e s s  to t h e  c a r r i e r s  s o m e  of  t h e  
c o n c e r n s  I h a v e  v o i c e d  here, a n d  e n c o u r a g e  f a r e  c o m p e t i t i o n  
a n d  l o w e r  fares.

O n e  o f  t h e  p u z z l i n g  f a c t o r s  in a l l  o f  t h i s  is t h a t  it 
w o u l d  a p p e a r  t o  m e  t o  b e  e v i d e n t  t h a t  if  f a r e s  w e r e  lower, 
m o r e  p a s s e n g e r s  w o u l d  fill t h e  a i r l i n e s '  seats. I a m  
w o n d e r i n g  w h e t h e r  t h e  g o v e r n m e n t  o r  t h e  i n d u s t r y  h a s  a n y  
i n f o r m a t i o n  o r  s t u d i e s ,  s u c h  as s t u d i e s  f o r  t h e  D i v i s i o n  o f  
T o u r i s m  o f  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  
D e v e l o p m e n t ,  w h i c h  c o u l d  h e l p  us (and t h e  c a r r i e r s )  e s t i m a t e  
w h a t  t h e  p a s s e n g e r  l o a d  f a c t o r  w o u l d  b e  i f  f a r e s  w e r e  lower.

T o d a y ,  A l a s k a n s  p a y  m o r e  t h a n  100 p e r c e n t  a b o v e  w h a t  
c o a c h  c l a s s  t r a v e l e r s  pay, on  a p e r  m i l e  b a s i s ,  e l s e w h e r e  in 
the n a t i o n .  A l a s k a n ,  t r a v e l e r s  a p p e a r  t o  b e  s u b s i d i z i n g  
t r a v e l e r s  o n  o t h e r - r o u t e s .

A l l  o f  t h i s  o c c u r s  at  a t i m e  w h e n  t h e  r a t e  o f  i n f l a t i o n  
in A l a s k a  is l e s s  t h a n  the r a t e  o f  i n f l a t i o n  a c r o s s  the 
n a t i o n .  I n  t h e  p a s t  s e v e r a l  y e a r s ,  t h e  f e d e r a l  g o v e r n m e n t  
h a s  n o t e d  o n  m a n y  o c c a s i o n s  t h a t  t h e  c o s t - o f - l i v i n g  
d i f f e r e n t i a l  b e t w e e n  A l a s k a  a n d  t h e  r e s t  o f  t h e  c o u n t r y  is 
n a r r o w i n g ,  n o t  g r o w i n g .  A n d  a i r l i n e  fuel c o s t s  a r e  
r e p o r t e d l y  s t a b i l i z i n g ,  too. S o m e  a i r l i n e s ,  as w e  k n ow, 
h a v e  r e n e g o t i a t e d  u n i o n  a g r e e m e n t s  t o  r e d u c e  l a b o r  costs. 
F i n a l l y ,  as I h a v e  n o t e d  a b o v e ,  w e  a r e  in a d e r e g u l a t i o n  
e n v i r o n m e n t  t h a t  is a s u p p o s e d  b e n e f i t  to  t h e  c o n s u m e r .

Y o u r  a s s i s t a n c e  a n d  a d v i c e  w o u l d  b e  v e r y  w e l c o m e ,  so 
t h a t  a l l  o f  us in s t a t e  g o v e r n m e n t ,  w o r k i n g  t o g e t h e r ,  c a n  
h e l p  u r i n g  d o w n  t h e  c o s t  »'f a i r p l a n e  t r a v e l ,  a b s e n t  
c o m p e l l i n g  j u s t i f i c a t i o n s  f r o m  t h e  c a r r i e r s  s h o w i n g  g o o d  
r e a s o n s  w h y  p r i o r  r a t e s  a n d  r e c e n t  i n c r e a s e s  h a v e  b e e n  
n e c e s s a r y  a n d  g o o d  r e a s o n s  w h y  a l l  t h e  c a r r i e r s  a r e  c h a r g i n g  
e s s e n t i a l l y  t h e  s a m e  fares.

S i n c e r e l y ,

S t a t e  S e n a t o r

J P J : r a k
E n c l o s u r e s

cc: T h e  H o n o r a b l e  L o r e n  H. L o u n s b u r y
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T h e  D e p a r t m e n t  of T r a n s p o r t a t i o n  & P u b l i c  F a c i l i t i e s  (DOT&PF) 
d o e s  net s u p p o r t  this bill as c u r r e n t l y  w r i t t e n  b e c a u s e  of the 
f o l l o w i n g  c o n c e r n s :

1. A t  b est, the p o t e n t i a l  r e d u c t i o n  in p a s s e n g e r  fares is 
n o m i n a l ;

2. R e s u l t i n g  loss of r e v e n u e  to the S t a t e ' s  a i r p o r t  s v s t e m  
w o u l d  r e q u i r e  a s u b s t a n t i a l  s u b s i d y  from the S t a t e ' s  
G e n e r a l  Fund;

3. E s t a b l i s h i n g  " u n i f o r m  terms and c o n d i t i o n s "  w o u l d  be v e r y  
d i f f i c u l t ,  if not i m p o s s i b l e ,  to e s t a b l i s h  and a p p l y  
e q u i t a b l y ;

4. A  irge s t a f f  w o u l d  be n e c e s s a r y  to a d m i n i s t e r  s u c h  a 
p r o g r a m ;

5. F e d e r a l  g r a n t s  to S t a t e  a i r p o r t s  c o u l d  be j e o p a r d i z e d ;  and

6. C o u l d  v i o l a t e  the c u r r e n t  bond c o v e n a n t s  at the A n c h o r a g e  
and F a i r b a n k s  I n t e r n a t i o n a l  a i r p o r t s .

T o  c a l c u l a t e  the p o t e n t i a l  r e d u c t i o n  in p a s s e n g e r  fares, an 
e v a l u a t i o n  of a i r l i n e  a i r p o r t  c o s t s  per p a s s e n g e r  at the 
A n c h o r a g e  and F a i r b a n k s  I n t e r n a t i o n a l  A i r p o r t s  was c o n d u c t e d .  
T h e s e  a i r p o r t s  h a v e  the h i g h e s t  fees of any S t a t e - o w n e d  ai r p o r t .  
U n d e r  the new a i r p o r t  rates ( i n c r e a s e d  J a n u a r y  1, 1985) the 
a i r l i n e s '  a i r p o r t  c o s t s  p e r  p a s s e n g e r  is a p p r o x i m a t e l y  $5.66.
E v e n  if the D O T & P F  r e b a t e d  all c h a r g e s  and fees to a i r l i n e s  for 
u s i n g  the A n c h o r a g e  or F a i r b a n k s  a i r p o r t s ,  all it w o u l d  m e a n  to 
the a i r l i n e  is $ 5.66 p e r  p a s s e n g e r .  T h a t  is an i n s u b s t a n t i a l  
a m o u n t  that w o u l d  p r o v i d e  v e r y  lit t l e  i n c e n t i v e  for the a i r l i n e  
to m a k e  any c o n s e q u e n t i a l  r e d u c t i o n  in p a s s e n g e r  fares.

M o s t  S t a t e - o w n e d  a i r p o r t s  are c u r r e n t l y  s u b s i d i z e d  by the G e n e r a l  
Fund. A n c h o r a g e  and F a i r b a n k s  I n t e r n a t i o n a l  A i r p o r t s  are 
e x c e p t i o n s  a n d  are s u p p o r t e d  t h r o u g h  the I n t e r n a t i o n a l  A i r p o r t  
R e v e n u e  Fund. R e b a t e s  of a i r p o r t  r e nts and fees, w h i l e

For further information call Susan Fleischhauer at 465-3900.
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r e l a t i v e l y  i n s i g n i f i c a n t  to the a i r l i n e ,  w o u l d  r e p r e s e n t  
s u b s t a n t i a l  lo s s  to these a i r p o r t s  and w o u l d  n e c e s s i t a t e  m u c h  
g r e a t e r  G e n e r a l  Fund c o n t r i b u t i o n s .  For the A n c h o r a g e  and 
F a i r b a n k s  a i r p o r t s  alone, a i r l i n e  r e nts and fees total an 
a n t i c i p a t e d  8 1 5 - 1 7  m i l l i o n  p e r  year. If m o s t  of t h ose fees w e r e  
r e b a t e d  to 1 :e a i r l i n e s ,  some o ther s o u r c e  of f i n a n c i a l  s u p p o r t  
for the a i r p o r t s  w o u l d  have to be i d e n t i f i e d .

E s t a b l i s h i n g  the " u n i f o r m  terms and c o n d i t i o n s "  w o u l d  be a 
c o m p l e x  and c o n t r o v e r s i a l  u n d e r t a k i n g .  Q u e s t i o n s  su c h  as the 
f o l l o w i n g  w o u l d  have to be a d d r e s s e d :

- W h a t  is an " a c c e p t a b l e "  p a s s e n g e r  fee? W h o  m a k e s  this 
d e c i s i o n ?

- Do e s  the S t a t e  d e t e r m i n e  the a c c e p t a b i l i .v of p a s s e n g e r  fares 
w i t h i n  the S t a t e  o r  o n ' y  b e t w e e n  o r i g i n  p o i r t s  in A l a s k a  and 
d e s t i n a t i o n  p o i n t s  in the " L o w e r  48"?

- Does the S t a t e  d e t e r m i n e  a c c e p t a b l e  f a r e s  b e t w e e n  A l a s k a  and 
all p o i n t s  in the "L o w e r  48" or  o n l y  a s e l e c t e d  few?

- Does the S t a t e  a l s o  intend to a d j u d i c a t e  f ares for f l i g h t s  
o r i g i n a t i n g  in the Lower 48?

- H o w  do  w e  t r e a t  i n t e r n a t i o n a l  a i r l i n e s ?

In e s t a b l i s h i n g  those t e rms and c o n d i t i o n s ,  there w o u l d  h a v e  to 
be a g r e a t  d e a l  of c o n s i d e r a t i o n  g i v e n  to w h e t h e r  the p r o p o s e d  
s y s t e m  c o u l d  be h a n d l e d  by the a c c o u n t i n g  st a f f .  V a r i a t i o n s ,  
su c h  as m a k i n g  some flig h t s  e l i g i b l e  for r e b a t e  and not o t h e r s ,  
c o u l d  e a s i l y  c r e a t e  a s i t u a t i o n  a c c o u n t i n g  and m a n a g e m e n t  c o u l d  
not p o s s i b l y  d e a l  with.

A p r o g r a m  such as that s u g g e s t e d  in H B 2 5 8  w o u l d  r e q u i r e  a s p e c i a l  
s t a f f  to d e v e i o p  and a d m i n i s t e r  it. In a d d i t i o n  to a c e n t r a l  
p r o g r a m  a d m i n i s t r a t i v e  staff, e a c h  a i r p o r t  w i t h  c a r r i e r s  
q u a l i f y i n g  for r e b a t e s  o r  s p e c i a l  a i r p o r t  r e n t s  and fees w o u l d  
p r o b a b l y  need a d d i t i o n a l  s t aff to h a n d l e  the r e s u l t i n g  
c o m p l i c a t e d  i n v o i c i n g  and b u d g e t i n g  tasks. T h i s  s t a f f  w o u l d  cost 
a d d i t i o n a l  G e n e r a l  Fund m o n ies.

R e c e i p t  of f e d e r a l  a i r p o r t  g r a n t  m o n i e s  c o u l d  be j e o p a r d i z e d  
b e c a u s e  u n d e r  the terms of the g r a n t  a g r e e m e n t s ,  the S t a t e  is 
r e q u i r e d  to c o l l e c t  fees to h e l p  o f f s e t  a i r p o r t  e x p e n s e s .  
C r e d i t i n g  t hese fees to the a i r l i n e s  c o u l d  e n d a n g e r  the 
a p p r o x i m a t e l y  $30 or $40 m i l l i o n  f e d e r a l  m o n e y  a v a i l a b l e  e a c h  
y e a r .
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The A n c h o r a g e  and F a i r b a n k s  I n t e r n a t i o n a l  A i r p o r t s ,  t h r ough the 
I n t e r n a t i o n a l  A i r p o r t  R e v e n u e  Fund (IARF) h a v e  sold m i l l i o n s  of 
d o l l a r s  in b o n d s  to f i n a n c e  a i r p o r t  i m D r o v e m e n t s . The bond 
c o v e n a n t s  c o u l d  be v i o l a t e d  b e c a u s e  the bo n d  ra t i n g  is based in 
l arge p a r t  on  the a n t i c i p a t e d  fu t u r e  a i r p o r t  r e v e n u e  flow. A 
v i o l a t i o n  of the c o v e n a n t s  c o u l d  r e s u l t  in the b o n d s  being 
" c a l l e d  in" w h i c h  w o u l d  r e q u i r e  the S t a t e  to i m m e d i a t e l y  pay in 
the r a nge of $ 5 0 - $ 5 5  m i l l i o n .

In s u m m a r y ,  D O T & P F  o p p o s e s  HB258 b e c a u s e  t here is ve r y  little 
p o t e n t i a l  to l e v e r a g e  s i g n i f i c a n t  r e d u c t i o n s  in air fare w h i l e  
there is a v e r y  h i g h  p o t e n t i a l  for g r e a t l y  increasinci State 
g o v e r n m e n t  c o s t s  and i n v o l v e m e n t  in the a v i a t i o n  m a r k e t p l a c e .
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D e a r  S e n a t o r  J o s e p h s o n :

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

M y  o f f i c e  h a s  b e e n  m o n i t o r i n g  t h e  s i t u a t i o n  f o r  
s o m e t i m e .  I n  p a r t i c u l a r ,  t h e  n e a r l y  i d e n t i c a l  p r i c e s  c h a r g e d  b y  
t h e  c a r r i e r s  f o r  t r a v e l  b e t w e e n  A n c h o r a g e  a n d  S e a t t l e  c a u g h t  o u r  
a t t e n t i o n .  W e  d i d  i n i t i a t e  a n  i n q u i r y  t o  f i n d  o u t  h o w  a n d  w h y  
A l a s k a  A i r l i n e s ,  U n i t e d ,  W e s t e r n ,  a n d  N o r t h w e s t  a l l  c h a r g e  
e s s e n t i a l l y  t h e  s a m e  p r i c e s  o n  t h i o  h e a v i l y  t r a v e l l e d  r o u t e .

O u r  i n v e s t i g a t i o n  r e v e a l e d  t h a t  t h e  a i r l i n e s  a r e  a b l e  
t c  k e e p  t r a c k  o f  e a c h  o t h e r s  p r i c e s ,  a n d  p r o p o s e d  p r i c e  
i n c r e a s e s ,  t h r o u g h  s e v e r a l  c o m p u t e r i s e d  i n f o r m a t i o n  n e t w o r k s .  
T h e  m a i n  n e t w o r k  i s  t h e  A i r l i n e  T r a v e l  P u b l i s h i n g  C o m p a n y ' s  
c o m p u t e r  s e r v i c e  ( A T P C O ) .  T h e  A T P C O  s y s t e m  p u b l i s h e s  r o u t e s ,  
s c h e d u l e s ,  f a r e s ,  a n d  p r o p o s e d  f a r e  c h a n g e s  n a t i o n w i d e ,  a n d  i s  
a p p a r e n t l y  u p d a t e d  d a i l y .  T h i s  s y s t e m  i s  u s e d  b y  t r a v e l  a g e n t s  
a s  w e l l  a s  b y  t h e  a i r l i n e s ,  a n d  a l l o w s  i t s  s u b s c r i b e r s  t o  k n o w  - -  
t o  t h e  p e n n y  - -  w h a t  a n y  g i v e n  a i r l i n e  i s  c h a r g i n g  o n  i t s  r o u t e s .

W e  a r e  i n f o r m e d  t h a t  a i r l i n e s  g e n e r a l l y  " m o v e  i n  p a c k s "  
w h e n  i t  c o m e s  t o  p r i c e s .  T h a t  i s  t o  s a y ,  a s  a  g e n e r a l  r u l e ,  n o  
o n e  a i r l i n e  w a n t s  t o  o f f e r  a  f a r e  t h a t  i s  m u c h  h i g h e r  t h a n  a n y  
o t h e r  a i r l i n e ,  f o r  f e a r  o f  l o s i n g  b u s i n e s s .  A i r  t r a v e l  i s  a  
p a r t i c u l a r l y  p r i c e - s e n s i t i v e  i n d u s t r y .  C o n s u m e r s  w i l l  f l y  t h e  
a i r l i n e  t h a t  o f f e r s  t h e  b e s t  p r i c e ,  w i t h  o t h e r  f a c t o r s  ( s c h e d u l e ,  
q u a l i t y  o f  i n - f l i g h t  s e r v i c e ,  e t c . )  r u n n i n g  f a r  b e h i n d  p r i c e  a s  a  
f a c t o r  i n  s e l e c t i n g  w h i c h  a i r l i n e  t o  c h o o s e .  I f  o n e  a i r l i n e  
l o w e r s  i t s  p r i c e s ,  i t s  c o m p e t i t o r s  f o l l o w  s u i t  q u i c k l y .
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W e  a r e  i n f o r m e d  t h a t  w h e n  a n  a i r l i n e  d e c i d e s  t o  r a i s e  
i t s  p r i c e s ,  i t  w i l l  p u b l i s h  t h e  p l a n n e d  i n c r e a s e  t h r o u g h  t h e  
A T P C O  s y s t e m  w i t h  a n  e f f e c t i v e  d a t e  o f  o n e  t o  t w o  m o n t h s  a f t e r  
t h e  i n i t i a l  a n n o u n c e m e n t .  T h u s ,  i t s  c o m p e t i t o r s  a r e  g i v e n  n o t i c e  
o f  a n y  u p - c o m i n g  p r i c e  r i s e .  T h e  c o m p e t i t o r s  a r e  i n  a  p o s i t i o n  
t o  f o l l o w  t h e  l e a d e r  a n d  f i l e  c o r r e s p o n d i n g  p r i c e  i n c r e a s e s .  
U n l e s s  o n e  a i r l i n e  d o e s  n o t  g o  a l o n g ,  w e  a r e  t o l d ,  t h e  u p w a r d  
c h a n g e  i s  l i k e l y  t o  h a p p e n .  B y  c l o s e l y  f o l l o w i n g  t h e  p r o p o s a l s  
o f  t h e i r  c o m p e t i t o r s ,  a n d  r e s p o n d i n g  t o  t h e  c h a n g e s  a s  t h e y  
o c c u r ,  a i r l i n e s  a r e  a b l e  t o  k e e p  t h e i r  p r i c e s  w i t h i n  a  f e w  
p e r c e n t a g e  p o i n t s  o f  e a c h  o t h e r .  T h i s  p r o c e s s  i s  w h a t  i s  k n o w n  
a s  " c o n s c i o u s  p a r a l l e l i s m "  i n  a n t i t r u s t  l a w .  I t  i s  n o t  i l l e g a l ,  
u n d e r  e i t h e r  t h e  A l a s k a  R e s t r a i n t  o f  T r a d e  A c t  o r  t h e  F e d e r a l  
S h e r m a n  A c t ,  t o  c l o s e l y  f o l l o w  a n d  t o  r e s p o n d  t o  a  c o m p e t i t o r ' s  
p r i c e s .

. Y o u r . .  l e t t e r  ‘ a s k s  f o r  t h o u g h t s  o n  . h o w  t h e  s t a t e
a n t i t r u s t  l a w s  a p p l y ,  a n d  w h e t h e r  t n e y  o u g h t  t o  b e  c h a n g e d ,  i n  
t h i s  s i t u a t i o n .  T h e  p r o b l e m  i s  n o t  o n e  o f  j u r i s d i c t i o n ,  n o r  i s  
i t ,  i n  m y  o p i n i o n ,  o n e  w h i c h  c a n  b e  r e m e d i e d  e a s i l y  b y  c h a n g e s  t o  
t h e  l a w .  I f  i t  - c o u l d  b e  s h o w n  b y  d i r e c t  e v i d e n c e  t h a t  t h e  
a i r l i n e s  a c t u a l l y  m e t ,  a n d  a g r e e d  t o  c h a r g e  a n y  p a r t i c u l a r  f a r e  
o n  A l a s k a  r o u t e s ,  t h i s  o f f i c e  w o u l d  b e  a b l e  t o  i n t e r v e n e  a n d  s e e k  
r e d r e s s  o n  b e h a l f  o f  c o n s u m e r s .  B u t  t o  p r o v e  p r i c e f i x i n g ,  w e  
n e e d  e v i d e n c e  w h i c h  w e  d o  n o t  h a v e ,  a n d  w h i c h  o u r  i n i t i a l  
i n q u i r y  d o e s  n o t  i n d i c a t e  w e  w o u l d  f i n d .  N o r  w o u l d  i t  b e  w i s e  
p o l i c y  t o  s e e k  a  c h a n g e  i n  t h e  l a w  m a k i n g  i t  i l l e g a l  f o r  a  
b u s i n e s s  t o  w a t c h  a  c o m p e t i t o r ' s  p r i c e s  a n d  r e s p o n d  t o  t h e m  - -  
c o n s u m e r s  b e n e f i t  w h e n  b u s i n e s s e s  c u t  p r i c e s  i n  r e s p o n s e  t o  
c o m p e t i t i o n .

I  j o i n  w i t h  y o u  i n  e x p r e s s i n g  c o n c e r n  f o r  t h e  h i g h  
p r i c e s  A l a s k a n s  h a v e  t o  p a y  f o r  a i r f a r e ,  i n  a  t i m e  w h e n  t h e  c o s t  
o f  a i r  t r a v e l  e l s e w h e r e  i n  t h e  c o u n t r y  h a s  d e c l i n e d  d r a m a t i c a l l y .  
I  c e r t r i n l y  h o p e  t h a t  c o n s u m e r s  w i l l ,  . e x p r e s s  t h e i r  c o n c e r n s  t o  
t h e  a i r l i n e s .  P e r h a p s  o n e  o r  m o r e  o f  t h e  a i r  c a r r i e r s  s e r v i n g  
A l a s k a  m a y  r e s p o n d  b y  r e d u c i n g  i t s  f a r e s .

C .  G o r s u c h  
A t t o r n e y  G e n e r a l
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F R O M :

A l a s k a ' s  A i r l i n e  I n d u s t r y  
( W o r k  O r d e r  N o .  1 4 - 0 6 2 0 )

R e p r e s e n t a t i v e  G r u e n b e r g  
C h a i r m a n ,
H e a l t h ,  E d u c a t i o n ,  &  S o c i a l  S e r v i c e s  C o m m i t t e e

M i c h a e l  F .  F o r d  ^ 
L e g i s l a t i v e  C o u n s e l

a n ,  &  S c

Y o u  h a v e  r e q u e s t e d  t h a t  I  e x a m i n e  A l a s k a ' s  a i r l i n e  i n d u s t r y  
t o  d e t e r m i n e  i f  t h e r e  i s  a n y  m e t h o d  b y  w h i c h  t h e  s t a t e  c o u l d  
a f f e c t  t h e  p r i c e s  b e i n g  c h a r g e d  f o r  t r a v e l  b e t w e e n  A l a s k a  
a n d  t h e  o t h e r  S t a t e s .  T h e  p r i c e  o f  a i r  t r a v e l  i s  g e n e r a l l y  
r e c o g n i z e d  a s  b e i n g  h i g h e r  p e r  a i r  m i l e  b e t w e e n  A l a s k a  a n d  
p o i n t s  s o u t h ,  t h a n  b e t w e e n  e q u i v a l e n t  d i s t a n c e s  i n  t h e  c o n ­
t i n e n t a l  U . S . .

U n d e r  t h e  A i r l i n e  D e r e g u l a t i o n  A c t  o f  1 9 7 8  ( P . L .  9 5 - 5 0 4 ) ,  
t h e  r e s t r i c t i o n s  o n - r a i s i n g  o r  l o w e r i n g  f a r e s  f o r  d o m e s t i c  
t r a v e l  w e r e  m i n i m i z e d .  O t h e r  t h a n  a  t h i r t y  d a y  n o t i c e  r e ­
q u i r e m e n t ,  t h e  a i r l i n e s  h a v e  b e e n  a b l e  t o  s e t  f a r e s  a s  t h e y  
w i s h .  I n  s o m e  m a r k e t s  t h i s  h a s  r e s u l t e d  i n  l o w e r  f a r e s  a s  
c o m p e t i t i o n  h a s  g r o w n ,  i n  s o m e  m a r k e t s  s u c h  a s  A l a s k a ,  t h e  
d e r e g u l a t i o n  h a s  n o t  a p p r e c i a b l y  l o w e r e d  p r i c e s .  T h e  p o w e r  
o f  t h e  s t a t e  t o  a f f e c t  i n t e r s t a t e  t r a v e l  i s  l i m i t e d  b y  t h e  
d o c t r i n e  o f  f e d e r a l  p r e e m p t i o n .  I n  e s s e n c e  t h e  f e d e r a l  g o v ­
e r n m e n t ' s  a u t h o r i t y  o v e r  t h i s  a r e a  p r e e m p t s  a n y  e f f o r t s  b y  
t h e  s t a t e  t o  r e g u l a t e  o r  a f f e c t  t h e  p r i c e s  c h a r g e d  b y  
c a r r i e r s  f o r  i n t e r s t a t e  t r a v e l .

T h i s  d o e s  n o t  m e a n  t h a t  t h e  s t a t e  c a n n o t  a c t  a t  a l l ,  s i m p l y  
t h a t  i t  m u s t  a c t  w i t h o u t  i n t r u d i n g  u p o n  t h a t  a r e a  c o n t r o l l e d  
b y  f e d e r a l  l a w .  T h e  A i r l i n e  D e r e g u l a t i o n  A c t  ( P . L .  9 5 - 5 0 4 )  
a d d r e s s e d  t h i s  q u e s t i o n  i n  s e c t i o n  4 ( a )  a n d  p r o v i d e d  t h a t  n o  
s t a t e  c o u l d  e n a c t  a n y  l a w ,  r e g u l a t i o n ,  o r  o t h e r  p r o v i s i o n  
h a v i n g  t h e  f o r c e  o r  e f f e c t  o f  l a w  r e l a t i n g  t o  r a t e s ,  r o u t e s ,  
o r  s e r v i c e s  o f  a n y  i n t e r s t a t e  a i r  c a r r i e r .  T h i s  p r o h i b i t i o n


