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the 30 days. Those recovering the vehicle pay administrative and
towing and storage fees
d. Forfeiture.

About 10 percent of all vehicles towed incident to a DWI

arrest are forfeited and aold at auction, This represents
approximately one-third of all vehicles for which Anchorage sought
forfeiture. To date, all vehicles forfeited have been sold at

auction, but the ordinance also provides that the police may use
forfeited vehicles for purposes of law enforcement.

Auctions of forfeited vehicles are held once a month, casually
on the fourth Saturday of each month.

e. Sale of Abandoned Vehicles,Pursuant to Towinu and storage
Mens.

Vehicles for which the Municipality seeks 30 days of
impoundment are disposed of by the towing and storage contractor if
no one recovers the vehicle after being sent notice of the intent
to sell the vehicle if there is no recovery. This disposal occurs
under the state's towing and storage lien created in AS 28.10.502.

f. Dispositions In 1996 (IO_.MQn.th._Per.iod)

Disposition of Vehicles Towed Incident to DWI Arrest
January 1 - October 31, 1996

Recovered after 30 days of impoundment 457

Released pursuant to stipulation 326

Forfeited and sold at auction 127

Abandoned after impoundment and sold 156

Pending/0Other 498

Total 1,564
4. Revenues and costs of Program.

If the council adopts a forfeiture ordinance it needs to
strongly consider adding a time paralegal to be paid from the

program. Anchorage has added staff at the Municipal Attorney's
office and the Anchorage Police Department to operate the DWI

vehicle impoundment/forfeiture program. It also collects revenues
from administrative fees, attorney's fees, net auction proceeds,
and vehicle return bond forfeitures. It is estimated that revenues

will cover approximately three-quartcsrc of the costs in 1996
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5. Publicity.
Anchorage ordinances require that bars, liqguor stores, and

restaurants which serve alcohol post signs warning of the
impoundment/forfeiture law. The signs say "DRIVE DRUNK-LOSE YOUR
CARI" and "Don't Get Hooked on Drinking and Driving." These signs
are intended to be eye-catching, with bold print underscoring the
simple message.

€ on Incidence, of Driving W liila.jrntomicated.

According to the Anchorage police department, the program's
effects on the incidence of DWI are difficult to measure. The
number of DWI arrests fell in 1995 — the program's first full year
of operation — but lose in 1996. The difficulty of assessing the
program's effect on incidence of DWI appears to be caused by an
increased law enforcement focus on DWI which occurred since the
program started in April of 1994, The total number of Anchorage
Police Department (APD) patrol officers has increased since that
date. Probably more significant than the total number of patrol
officers, however, is the number of hours of police resources
specifically devoted to DWI enforcement. A special federal grant
has allowed APD to pay overtime to officers to work on traffic
enforcement. Enforcement of traffic laws against speeding,
improper turns and lane changes, and stoplight violations,
particularly at night, is a proven method of producing DWI arrests,
officers assigned to DWI enforcement alBo routinely process persons
arrested for DWI by other patrol officers, thus allowing patrol
officers to be more efficient and increase their total DWI arrests.

A probably more accurate measure of the true incidence of DWI
than the number of DWI arrests is the number of deaths from

alcohol-related DWI automobile crashes.

Number of Deaths from Alcohol-Related DWI Automobile crashes

1990-199*
1990 13
1991 13
1992 12
1993 12
1994 13
1995 9
1996 (through 10/29/96) 7

In addition, the program appears to prevent an infrequent but
troubling phenomenon. In a number of cases over the years, the
Anchorage police recalled arresting a person for DWI who would
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secure release on bail or on own recognizance who would return to
the vehicle and drive drunk again, occasionally causing a crash
with death or injury, since the impoundment/forfeiture program
began, no one has driven drunk in the same vehicle after being
arrested for DWI that same night.

The legal issues arising in forfeiture ordinances are seizure,
due process, double jeopardy and excessive punishment questions.

The only reported case involving a judicial council review of
Anchorage's ordinance is Municipality of Anchorage v. skagen. 920
P.2d 284 (Alaska 1996), Skagen challenged the ordinance on a
double jeopardy argument - essentially that the ordinance exposed
him twice to criminal sanctions in the form of vehicle forfeiture.
The court disposed of the case on other grounds and no other
constitutional issues ware raised or discussed. Popular assertion
that the Anchorage ordinance had been fully tested in court is
misplaced. Nonetheless, <case law from other jurisdictions
(although somewhat split) tend to support civil forfeiture schemes.

8. Split Punotiopg.

Anchorage has an advantage in pursuing vehicle forfeitures

because it prosecutes its own DWI and Refusal cases. It can thus
closely coordinate a total case resolution involving the criminal
charges and the civil forfeiture action. In Fairbanks the State

prosecutes DWI and Refusal cases. About 400 cases (DWI/Refusal)
occur annually inside the City's limits.

Separate jurisdictional control over the criminal and civil

cases will require considerable interaction and cooperation with
the district attorney's office. No doubt there will be
considerable paperwork generated on the civil forfeiture side as

our experience In drug asset forfeiture oases have shown over the
years.

With only one secretary I'm not at all certain we can add
another mountain of paperwork. Another half-time secretary or
paralegal (presumably funded through impoundment fees) will be

needed to start-up and keep the program running smoothly. Unlike
Anchorage | do not propose adding an attorney to prosecute these
forfeitures unless experience later aompals the council otherwise.
9. Th< Portland experience.

| have attached a study completed by lan Croshy in 1995 which
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analyzed the effectiveness of vehicle seizure in reducing arrests
among "problem™ drunk drivers.

Notably at p.29 Croshby asks why seizure would deter

other sanctions have failed. He concludes that

HPK/1Imd

While offenders may view brief jail terms with
indifference and simply fail to pay fines, the
lose of use of a vehicle through seizure or
forfeiture is a tangible penalty. Many
offenders have few financial resources, The
investment which is lost in a vehicle which is
forfeited may be considerable to them, even it
the vehicle was of relatively little wvalue

The cost of replacing a vehicle can serve as
an unavoidable fine, even if a vehicle is only
seized and released, if an offender also loses
access to it. With vehicles which are
released, the consequences incurred at the
hands of third parties also may enhance the
deterrent effect of seizure

where






FISCALNOTE

STATE OF ALASKA
1998 LEGISLATIVE SESSION

BILL NO. HB 361

Revision Date Dept. Affected DOT&PF
Title Private Maintenance of State Highway BRU Commissioners Office
Component Office of the Commissioner
Sponsor Representative Masek
Requester (H) TRA Component Serial No. 530
Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 99 FYOO FY 01 FY 02 FY 03
Personal Sen/ices 0.0 0.0 0.0 0.0 0.0
Travel 0.0 0.0 0.0 0.0 0.0
Contractual 0.0 0.0 0.0 0.0 0.0
Supplies 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0
CAPITAL EXiPENDITURES 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0
1037 GF/Mental Health 0.0 0.0 0.0 0.0 0.0
Other (Specify Type) 0.0 0.0 0.0 0.0 0.0
TOTAL 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY98) cost: 0.0
POSITIONS
Full-time 0 0 0 0 0
Part-time 0 0 0 0 0
Temporary 0 0 0 0 0
ANALYSIS: (Attach a separate page ifnecessary)
Dennis Poshard, Special Assistant Phone 465-3900
Division Commissioners OffioTN 7 0 Date 1/17/98
Commissioner Date 1/17/98

Approved by
Agency De”rtme'nt of Transportation and Public Facilities

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR™S LEGISLATIVE OFFICE

For further distribution information, call the Governor's Legislative Office
VoS, 5OB

FY 04
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0

o
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Alaska State Legislature

Representative Beverly Masek
Chair. Military <VVeterans Affairs
Vice Chair. Transportation
Vice Chair. Resources
Legislative Council

During Interim: During Session:

600 East Railroad Avenue State Capitol
Wasilla, AK 99654 Juneau, Ak. 99801-1182
907-376-2679 (907)465-2679
907-376-6180 (fas) (907) 465-4822 FAX

(800)505-2678

SPONSOR STATEMENT - 361

Setting Conditions for Private Maintenance of State Highways

This legislation is intended to give the Department of Transportation and Public Facilities the
ability to regulate private contractors who undertake the maintenance of state owned roads.

The impetus for this legislation arose out of a situation in my district where a private
company began maintaining a state owned road that was posted by the Department as being
closed for the winter. The problem we encountered was there were no requirements in law
or regulation that would hold them to any kind of standards. This resulted in numerous
complaints from the general public who were having problems accessing recreational lands

and private property.

After some discussion with the Department it was concluded that some statutory authority
needed to be put into place so they could have some enforcement capabilities in regulating
private contractors who undertook maintenance of those roads the Department chose not to

in the winter.

MB 361 also makes it clear the state would not be liable if a private contractor began
maintaining a state road. It also states that such maintenance shall not be eligible for cost

recovery from the state.

Although this bill addresses a specific circumstance, | believe it is a good idea for the
legislature to head off future problems by giving DOT/PF the statutory ability to regulate
these types of operations. Any time a private contractor begins maintaining a state road,
they should have to follow guidelines set out by the Department so that public access and
public safety are protected. Furthermore, the state needs to be able to make sure the
maintenance is performed in a manner that is not damaging to the road surface and roadbed.






FISCAL NOTE

STATE OF ALASKA BILL NO. HB 404
1998 LEGISLATIVE SESSION

Revision Date Dept. Affected DOT&PF

Title Regs of Commercial Vehicles BRU Commissioners Office
Component Office ofthe Commissioner
Sponsor House Transportation
Requester House Transportation Component Senal No. 530
Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 99 FYOO FY 01 FY 02 FY 03 FY 04
Personal Services 407.9 411.0 415.0 419.2 423.4 427.6
Travel 0.0 0.0 0.0 0.0 0.0 0.0
Contractual 0.0 9.5 9.5 9.5 9.5 9.5
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 105.0 0.0 0.0 0.0 0.0 0.0
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 512.9 420.5 4245 428.7 432.9 437.1
CAPITAL EXPENDITURES |
CHANGE IN REVENUES ( ) 612.5 612.5 612.5 612.5 612.5 612.5
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 512.9 420.5 4245 428.7 432.9 437.1
1037 GF/Mental Health
Other (Specify Type)
TOTAL 512.9 420.5 4245 428.7 432.9 437.1
Estimate of any current year (FY98) cost: 00
POSITIONS
Full-time 9 9 9 9 9
Part-time 0 0
0 0 0 0 0 0

Temporary
ANALYSIS: (Attach a separate page if necessary) i
This bill transfers the responsibility for establishing and collecting out of state registration fees for commercial trucks
and increases the registration fee from the S10 range to S350 thereby generating approximately 612.5 in new
revenue to fund size, weight & safety inspections. When added to the current collections of about 40.0 there is
adequate funding to support this fiscal note. Additionally, this will provide protection to the motoring public by
ensuring safer commercial vehicles and to our bridges and highways by ensuring properly loaded trucks. This will
also create a level playing field for the industry that is essential to their ability to compete fairly in the market place

and to ensure that a good part of Alaska's work is done by Alaskans.

Phone 465-3900
Date 2/23/98

Dennis Poshard, Snecial Assistant

Division O fficsjpf the Comrjas”™ion”r
Approved by y) Commissioner Date 2/23/98
Agency department of Transportation and Public Facilities

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For turner glstooution nformation. call die Governors Legislative Office
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Analysis:
Prooram Summary.

This legislation w
| Add nine new Weigh Station

Operator I, 2453-12, positions Add three new inspection
distributed as fellows: vehicles as fcilews:
M Amour: b Amount
Tck 3 147; Tok 1 35.0
Fairbanks 1 Ax ™ Fairbanks 1 35.0
Sterling 3 123.- Sterling 1 35.0
Anchorace 3 £5.3 Anchorage 0 0
9 407.3 3 105.0

Tok
Add three additional positions to issue temperar/ registration permits 24 hours per day and perform size,

weight and driver/vehicle safety inspections. Trainee personnel will be on duty at all times to en sure that
truck traffic coming into and leaving the state at Tck is complying with our laws and regulations. One cr
mere persons will be trained to perform driver/venicle inspections at commercial vehicle crash scenes. The
acciticnal revenue collections are estimated to be 1,750 vehicles at 3350 per vehicle =S 312.5.

Fairbanks

Add cr.e position to allow additional coverage to increase truck size, weight and safety enforcement at the
weigh stations by performing size and weight as weil as safer/ inspections. Temporary registrations will be

issued at the Fairbanks Weigh Stations.

Sterling
Add three new positions to the current one peskier, staff at the Sterling Weigh Station to perform size,

weignt and driver/vehicle safer/ inspections and to issue temporary registrations for these vehicles entering
the state at Seward, Ker.ai or Hcmer. This station is the only truck size, weight and safer/ inspection facility
on the Kenai Peninsula located cn the very busy Sterling Highway. There is no resident driver/vehicle
safer/ inspector located on the Kenai Peninsula at this time. Since the weigh station is ccen only one shift
per day, five days per week, itis nearly impossible to estimate the volume of unregistered cut of state
commercial vehicle traffic. The potential for increased 'avenue is small. The priority at this station is to
provide the size, weignt and safer/ inspections that are net being dcr.e at the present time.

Anchorage
Acd two new positions to enable 24 hour per day, sever, day cer week staffing at the Glenn Outbound and

the Potter Weigh Stations. These r.vo positions wiil focus cn truck size and weight enforcement with the
present seven ether size and weight enforcement personnel. There are presently three commercial vehicle
inspector positions stationed in Anchorage who can effectively monitor truck traffic fcr drver and vehicle
safer/ concerns. This additional coverage will allow fcr the issuance cf temporary registrations at the
Ancncrage Weigh Stations fcr unregistered vehicles arriving at the Pert of Anchorage.

These new positions wiil monitor all incoming and outgoing traffic into the state at the Tck Weigh Station
and will enhance the coverage at the ether stations listed above. The new positions will enable us to:

« issue out cf state temporary registrations to foreign ( cut of state) commercial vehicles, thereby
ensuring the proper payment cf fees from those who live outside cf cur state.
conduct size and weight inspections to ensure that the vehicles and their loads ccnform with state

regulations governing truck size and weight
« perform safer/ inspections of both the drivers and their vehicles to ensjre compliance with state

and federal safer/ and hazardous materials regulations.
+ verify ‘ha: the proper insurance coverage is T. place to provide liability protection to cur citizens.

Vehicle maintenance cf 3 S.5 fcr the three vehicles ‘v;Hce absorbed in the division budget in Fr'59. This
cost has been identified as an increase in Contractual Services for the next five years.

Page 2 of 3



Funding:

The intent of this fee increase is to provide additional new revenue to fund badly needed truck size, weight
and safety enforcement We estimate that S 512.5 inrevenue can be generated with three new positions in
Tok to operate the weigh station 24 hours per day, seven days per week. The ether six positions will be
placed in the locations with the greatest need for increased size, weight and safety enforcement While
these other six positions will generate a small increase in revenue, the important issue is the increased
size, weight and safety enforcement When the trucking activities were consolidated into DOT&PF, it was
recognized that the funding for the program is inadequate. This is an attempt to increase the level of
enforcement at a minimal cost to the state. It is important to recognize that the fee increase helps to correct
an inequity that hos existed for many years in that out of state vehicles can operate in our state at a very

minimal cost while Alaska carriers do not enjoy the same low fees in other states.

Page 30f 3



ALASKA TRUCKING ASSOCIATION, INC.
3443 Minnesota Drive ¢ Anchorage, Alaska 99503 . PHONE (907) 276-1149 . FAX (907) 274-1946

1998 Trucking Legislation

HB 404 Before House Transportation Committee

February 25, 1998

The Alaska Trucking Association, in cooperation with General Teamsters
Local 959, are supporting House Transportation Committee Bill 404, crafted
to resolve problems related to truck user’s concerns in three major areas:

First: A current Statute related to commercial vehicle safety inspections
(Sec. 19.10.310) is amended to allow for the inspection criteria found in the
Federal Motor Carrier Safety Regulations as adopted by Alaska to meet the
State’s requirements. Needed badly and a good deal.

Second: Fees for out-of-state trucks (Sec.28.10.152) that wish to operate in
Alaska temporarily, are increased from $50 to $350. This brings Alaska fees
more in line with what is charged by other States and Provinces issuing
temporary permits. Revenue generated from this fee will be identified as a
program receipt. The Governor’s Budget will request this “new” money be
appropriated for weigh station operation. It does not solve the problem of
under funding for weighing and safety issues, but does help.

Third: The Bill will eliminate the requirement for annual registration of
commercial trailers with DMV. The money currently collected will be added
to the registration cost of commercial “power units”, so as to be revenue
neutral. A $10 one time fee will be assessed commercial trailers. This change
will result in saving about 20,000 transactions annually at DMV saving more
than $100,000 annually. The change is also required if Alaska wants to
become part cf the International Registration Plan. IRP allows for a greatly
simplified method of prorating the use of trucks between various States and
Provinces. The industry gains substantial efficiency by not having to
physically “tag” every one of the almost 20,000 commercial trailers in

Alaska annually.
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AMENDMENT

OFFERED IN THE HOUSE
TO: HB 404

Page 4, lines 10 - 11

Delete all material.

Renumber the following bill sections accordingly.

Page 9. following line 10:
Insert a new bill section to read:
"* Sec. 20. AS 2S.10.421is amended by adding a new subsection to read:
(i) A one-time registration fee of $10 is imposed upon initial registration for

a trailer or semi-trailer used for commercial purposes.”

Renumber the following bill sections accordingly.
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AMENDMENT

OFFERED IN THE HOUSE

TO: HB 404

Page 8, following line 11:

Insert a new bhill section to read:

"* Sec. 19. AS 28.10.421(b) is amended to read:

(b) The biennial registration fees under this subsection are imposed within the
following classifications for:

(1) a passenger vehicleor motor homenot primarily used or
maintained for the transportation of persons or property for hire or for other
COMMETCIAL U S B oottt S 68;

(2) a pick-up truck or avannot exceeding 6,000 pounds unladen
weight and notprimarily used or maintained for thetransportation of persons or
property for hire or for other commercial USE . S 78;

(3) A 1AXICAD S138:

(4)a motor bus with a seating capacity for 20 or more persons and
used exclusively for commercial purposes in the transporting of visitors or tourists

S16S;

(5) a motorcycle or a motor-driven cycle S 38;

(6) a trailer not primarily used or maintained for the transportation
of persons or property for hire or for other commercial use. including, but not limited
to. a boat trailer, baggage trailer, box trailer, utility trailer, house trailer, travel trailer.

or a trailer rented or offered for rent S 10."

Renumber the following bill sections accordingly.

Page S line IS, following "is"

Insert "primarily
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19

Page 8, line 19, following "or™:

Insert "primarily used"

Page S. line 31. following "and™

Insert "primarily™

Page 9, following line 10:

Insert a new bill section to read:

"* Sec. 22. AS 28.10.661 is amended by adding a new paragraph to read:

(3) "primarily used" means use for a period that exceeds six months

of a calendar year."

Renumber the following bill sections accordingly.

Page 11, line 11
Delete "secs. 1 - 23"

Insert "secs. 1- 25"

Page 11, line 13:
Delete "Section 24"

Insert "Section 26"

Page 11. line 14:
Delete "sec. 25"

Insert "sec. 27"

0-LS1528\A.2
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Representative Qary Davis

MEMORANDUM

DATE: February23, 1998

TO: Representative Bill Williams, Chair
House Transportation Committee

FROM: Representative Gary Davis

RE: Amendment to House Bill

Please review the attached amendment that | would like to offer to House Bill 404
scheduled in your committee Wednesday, February 25, 1998. It has come to my
attention that current statutes regarding registration rates for vehicles are all-
encompassing and difficult to enforce.

Currently rates are set for vehicles not used for commercial purposes and for vehicles
used for commercial purposes. Unfortunately, the statutes don't specify an amount or
percentage of time the vehicle must be used for commercial purposes. This means,
because of the way the statute is phrased, that any vehicle used for any commercial
purpose for any amount of time must technically be registered as a commercial vehicle.
Several examples of individuals affected are listed below. The frequency of which they
use their vehicle is not considered; only whether or not the vehicle is used for any

commercial use.

Realtors who use their vehicles to go to homes they show to potential buyers

 Attorneys who use their vehicles to go interview their clients at locations other than
the attorneys' offices (such as the clients home, or place in which they are
incarcerated)

 Individuals with a home-based business, such as a secretarial service, who use
their vehicles to take their work either to the post office or to clients' establishments

« Commercial fishermen who use their vehicles to take their nets to their boats;

[gv m; - o nl »,



Representative Bill Williams
February 23, 1998
Page 2

+ Guides who use their vehicle to tow their boats to launch sites

» Pizza delivery persons who use their own vehicle to make deliveries to client’s
home

» Even parents of children with paper delivery routes should register their vehicles as
commercial vehicles if they ever provide their children ride in inclement weather.

| do not believe this was the intent of the legislation when it was enacted. The attached
amendment inserts the word “primarily" in the sections concerning registration fees and
defines primarily as being more than six months in a calendar year. | believe that this
clarifies the statutes and is more in line with its intent.

| realize the Division of Motor Vehicles will most likely present a fiscal note showing a
revenue loss for this amendment; however, | would be curious to know their estimate of
the revenues never collected from individuals who are technically in violation of current
law. Also, while the amendment would still make enforcement of the statute difficult and
the state would have to rely on voluntary compliance, that situation is no different than

the one we currently face.

If you have any questions, please contact me or Deb Davidson of my staff.

GLD/dId

Attachment
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TO: HB 404

Page 7, line 4:
Delete "60"

Insert "30"

AMENDMENT
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STATE OF ALASKA
1998 LEGISLATIVE SESSION

FISCAL NOTE

BILL NO. HB 412

Dept. Affected DOT&PF

BRU
Component

Commissioners Office
Office of the Commissioner

Revision D a t e
Title Transfer Railroad Land To Whittier
Sponsor Representative Cowdery
Requester H TRA

Expenditures/Revenues

OPERATING EXPENDITURES
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING

ICAPITAL EXPENDITURES
CHANGE IN REVENUES ( )

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type)
TOTAL

Estimate of any currentyear (FY98) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:

Prepared by

Division Cop [€0E
Approved by

Agency

FY 99

(Attach a separate page if necessary)

Dennis Poshard, Special Assistant

© © © o o o o
©O © o o o o o

[je~artment of Transportation and Public Facilities

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OHFICE

Fer further distribution information, can the Governor's Legislative Office

RODIFOMIVOB

Component Serial No. 530
(Thousands of Dollars)
FYOO FY 01 FY 02 FY 03 FY 04
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 |
0.0 0.0 0.0 0.0 0.0
(Thousands of Dollars)
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0
0
0

Phone 465-3900

Date 3B

Commissioner Cate 3B

Page 1of 1






How will tinv W hittier
cope \1vith HUNDREDS
OF THOUSANDS of

visitors?

m Planning Docnmeni Update

e of the City of Whittier's 19S5 comprehensive plan is
crUdeél?ait Detalledati/tllrmofgoalsand dies, P
public needs, anticipated growth, and

necessary oprrentareneedednow

H Water/Sewer/Streets Upgrades

Upgrade of weter, sever, and streets is . Sewer and
wiater senvices are inviolation of EPA regulations, Easements
for utility upgrades may be difficult to acouire: The Alaska
Railroad Corporetion (ARRC) has not granted easements for
existing utlity operations on |ts % \Whittier's 14 miles of
main roads (10 miles paved) are ARRC-owned, and dity
moy%unéﬂ gm&epass tgr régntaln m Road erasion is
( aitical proportions, eningto

offthe fown fra e raifced Lrmel $4.7M

m Ferry Termianal Reconstruction

With road access, mejor reconstruction of the ferry teminel
anddockwill be . The aty has requested regular service
OfthNsBarﬂenarCKenncon if dock 5A
reconstruction can be conpleted. 9

H Community Services Expansion

Police pratection, fire and rescue, health care, and recreation
opportunities need to be e>q3anded ad p.bllc parking and
jon should be instituted. There are 4 times as meny
%s V1‘.I§Jr\r/1tolunteer Elc\)/trr asasta?cgl I|n summer than d%\r/]urgd
unteers cannot respond toall emergencies [
etion, the Alaska Departrment of Tr: ion & Public
eswll rewlrethe aity to employ 2 EMT-3s and certified
ﬁreﬁ ng Staff. A contract physuuan from Kenal is trying to
provi ser\/lce to the ity dinic in Begich
Towers 2 days aweek.

D Small Boat Harbor Expansion

S, Qo Dgo ety 0t il el AT
es wi extensive

npraa?mgerts More than 750 vessels are on the harbor wait

list for pemenent moorage, and the list is continuing to grow

byabthlvesseIsarmnth Most wait list customers are

Anchorage residerts. The city will assume awnership of the

hartar, and expansion will be needed to

accommodate increased private, excursion, ftif

and charter traffic.

E Government Facility Improvements

New government fadlities are needed to meet conmunity
requirementsand conplywithfederal regulations. (a1 d Imes
cmtaln asbestos and are non-ADA-conpliant. %1(')3/
in4 apartments in Begich Towers, a resicerti
(inanather builcing) with mtelqdme/teleomfereme

capahlities also serve as couitroom fire hell, and a meeting
da:eforthe anning conmission, portand herborcomission,
and emer trarl Vhen the fadility has been unusable

leaks, Iackol’neat orflooding,

rreetlngshavebemreldatalm ke

0 Roadside Enhancements

useisexpectedtoincrease froman amnuel averageof 17,000
to 74,000 in the first year the roed is open. Urgently needed
erhamenentswdwleahrdboatrarrpmj moreand inproved

ites. Bank fisning areas, ke peths, sidevlks, perking,

picnic tables, weste fadlities, and trash adllection forvisitors are
necessary bt nonexistent. TWO eXisting boat raips are over-
utilized. Unimproved campsites behind Begich Towers
accommodate only 12 mediumsized canpers. There are no
dunpstations or watter/ electrical hookups for RVs. The stetewll
conplete 6 miles of hiking trails in Shotgun Cove in 1998, but
more are needed. Areas that could be developed for
enhancements are on state lands and would

require Site contral. L-J

H Environmental! Stewardship

Environmental concems areextensive and solutionswill be acstly.
Increased humen presence may conplicate existing conerrs,
inhibiting privete deve'opment and exacerbating regulatory
congallance issues. Three FUDS (the hertoor, the: tank famm and
the former military ongte)are
designated for cleanup, and there are \H
numerous patential deanup Sites. L.

0 Encouragement of Private Sector

suchas marketing, pronotion, grants, and lcenswwould
er%ams private businesses toundertake some of the developent

eé}uwed in Whittier. Available lands are scani, and
amsum stateﬂf\mdlardlsmndtodloNleesrgto&qaort
new enterprises. Development of food service, lodging,
transportation, and commrunity services Wil
enhance the visitor's experience a \\Httier.



;W ith road aue flood of summer visitors will be akin to
lation visiting the 600-acre townsite every
morphosis, ‘'numerous improvement

] Planning Document Update

H W ater/Sewer/Streets Upgrade

] Ferry Terminal Reconstruction

a Community Services Expansion

a Government Facility Improvements
B Small Boat Harbor Expansion

B Roadside Enhancements

B Environmental Stewardship

B Encouragement of Private Sector

Tre Cilij of W
Detailed documents on individualprojects available on request
Forinformation contact;

Carrie L Williams, City Manager, City of Whittier
P.0. Box 608, Whittier, Alaska 99693

Tel.: (907) 472-2337 Fax: (907) 472-2404

E-mail: jqfv74a@prodigy.com


mailto:jqfv74a@prodigy.com
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STATE OF ALASKA- o
BOADCONNECTING WHITTIEBWIT

open Prince William Sound to Southcentral Alaska and visitors from on
a 10-fold increase,and the Alaska Department of Transportation Pul
5,342. State encouragement of road access must be supported with criticc

Whittier is on a delta on the south shore of Passage Canal in Prince William Sound. The town is bordered by mountain
ridges, state and federal lands, and the Chugach National Forest. During the first year of road access, this community of
297 persons is expected to be inundated with 897,000 visitors, more than 10 times the average annual number of visitors
received previously. Whittier will be unable to provide necessary services without major outside investment. Visitors will
burden the already overloaded community with requirements for parking, rest areas, campsites, water, sewer, boat launches,
trails, parks, lodging, transportation, boat dockage, public safety, health care, public information, food service, and



isplanned for completion in 2000. The road was funded primarily to

Aside the state. During the first year W hittier expects 897,000 visitors,
blic Facilities estimates that the average daily traffic count will reach
i1ly needed infrastructure, services, and economic development.

much more. The taxable land base and city sales tax proceeds are inadequate to fund the community services that will be
needed. Annual City of Whittier revenue from all sources is approximately $650,000. The core community area of about
600 acres includes only about 300 acres of private land. Available private properties in Whittier are steep, rocky lots on
which construction is difficult and expensive. Railroad leasehold properties are taxable, but state and federal lands are
not. Expected population increases with road access will not generate the taxes and other contributions needed to pay

for police, fire, water, sewer, or emergency medical services.
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Status
Classification

Year of Incorporation
Population

School District

Form of Government
Native Corporation

Land Area W ithin

Total Area
Federally Owned
State-owned
City-owned
Private

Economics

Annual Municipal Revenue
Median Household Income
Primary Employers

Housing

Services

Public Water System
Public Sewer System
Heating

Police
Fire/Ambulance
Medical

Search and Rescue
Dental

Mental Health

Public Transportation
Airline

Taxi/Car Rental

Visitor Accommodations
Visitor Information
Recreational / Cultural

i B B

Second Class City

1969

297

Chugach Rural Education Attendance Area
City Manager

Chugach Alaska Corporation

City Core

577 acres (excluding right-of-ways)
65 acres

90 acres (includes railroad)

22 acres

300 acres

$650,000 (all sources)
$33,636(1990 Census)

Alaska Railroad Corporation, State of Alaska,
City of Whittier, Chugach Rural Education Attendance Area

Begich Towers houses 90% of the population.

Serves 98.4% of households

Serves 96% of households

100% of households use fuel oil or kerosene

3 full-time officers, including Director of Public Safety

1 firetruck, 7 volunteer firemen (4 certified EMTs)
City-owned clinic with one part-time employee; periodic
visits by contract physician from Kenali

None

None

None

None

None (short emergency strip owned by Alaska Department
of Transportation & Public Facilities)

None

40 rooms (bed-and-breakfasts and hotels)

None

No movie theater, youth center, or community hall. Museum
not open. Public library hours depend on volunteer availability.
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CITY OF WHITTIER PETITION FOR LEGISLATIVE

7 H.B VU

WE THE UNDERSIGNED, AS CITIZENS OF THE CITY OF WHITHER,
ASK THE ALASKA LEGISLATURE TO SUPPORT THE TRANSFER OF
ALL NON-RAIL ESSENTIAL LANDS FROM THE ALASKA RAILROAD
CORPORATION TO THE CITY OF WHITTIER, THEREBY PROVIDING
SECURITY FOR PUBLIC SERVICES AND LAND FOR ECONOMIC
GROWTH & DEVELOPMENT, FOR ALL THE CITIZENS OF WHITTIER
AND THE 1.5 MILLION ANNUAL VISITORS (DOT-EIS "95) EXPECTED
TO ARRIVE WITH ROAD ACCESS.

NAME

ADDRESS PHONE
P.o, feo* L3 "ttjmegg, 412-2an\
$D| (pfth_-—-
jrifi
as-'Ss't-1'SS
70>, - yic; 0rz?X6'7

PQsOKe04- M rtymse-A K -224
*tAAAa*-' RnT"H %m?

AAIXX - E?£u.] 3¢>X A
r h-n Scz_29gS __
~ 00, H_U i— V- (gC\"*x
f.oi.SAa/;/l\I/)lv*gjtazuz& c pT-ag
1 "ul ________ jme
&L wav
/M. S&X' 6 & ! tE?28 -uy 9
<[12-2 w ;
£6+L WhtH'f 1+2£sJW 29
w hfrtilh -

to
/("oX cf3>
A All



CITY OF WHITTIER PETITION FOR LEGISLATIVE

SUPPORT }
Hoi

WE THE UNDERSIGNED, AS CITIZENS OF THE CITY OF WHITTIER,
ASK THE ALASKA LEGISLATURE TO SUPPORT THE TRANSFER OF
ALL NON-RAIL ESSENTIAL LANDS FROM THE ALASKA RAILROAD
CORPORATION TO THE CITY OF WHITTIER, THEREBY PROVIDING
SECURITY FOR PUBLIC SERVICES AND LAND FOR ECONOMIC
GROWTH & DEVELOPMENT, FOR ALL THE CITIZENS OF WHITTIER
AND THE 1.5 MILLION ANNUAL VISITORS (DOT-EIS "95) EXPECTED
TO ARRIVE WITH ROAD ACCESS.

NAME ADDRESS PHONE
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CITY OF WHITTIER PETITION FOR LEGISLATIVE
SUPPORT
0£\j°F

WE THE UNDERSIGNED, AS CITIZENS OF THE CITY OF WHITTIER/
ASK THE ALASKA LEGISLATURE TO SUPPORT THE TRANSFER OF
ALL NON-RAIL ESSENTIAL LANDS FROM THE ALASKA RAILROAD
CORPORATION TO THE CITY OF WHITTIER, THEREBY PROVIDING
SECURITY FOR PUBLIC SERVICES AND LAND FOR ECONOMIC
GROWTH & DEVELOPMENT, FOR ALL THE CITIZENS OF WHITTIER
AND THE 1.5 MILLION ANNUAL VISITORS (DOT-EIS "95) EXPECTED
TO ARRIVE WITH ROAD ACCESS.

NAME ADDRESS PHONE
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CITIZENS OF ALASKA
PETITION FOR LEGISLATIVE SUPPORT

WE THE UNDERSIGNED, AS CITIZENS OF ALASKA, WHO ARE
BOAT OWNERS AND VISITORS TO WHITTIER AND PRINCE
WILLIAMS SOUND, ASK THE ALASKA LEGISLATURE TO SUPPORT
THE TRANSFER OFALLNON-RAIL ESSENTIAL LANDS FROM THE
ALASKA RAILROAD CORPORATION TO THE CITY OF WHITTIER,
THEREBY PROVIDING THE CITY WITH THE ABILITY TO INCREASE
PUBLIC SERVICES AND MAKE LANDS AVAILABLE FOR ECONOMIC
GROWTH & DEVELOPMENT, FOR ALL THE CITIZENS OF ALASKA
AND THE 1.5 MILLION ANNUAL VISITORS (DOT-EIS '95) EXPECTED

TO ARRIVE WITH ROAD ACCESS.
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SPONSOR STATEMENT

Representative John J. Cowdery

The purpose of HB 412 is to mitigate an emergency for the City of Whittier by
transferring land that is non-essential to railroad operations to the city. Whittier has had
long standing problems in getting control of land needed to carry out its governmental
functions. The land it needs for water, sewer, utilities, docks, harbors, parking and traffic
control is owned by the Alaska Railroad Corporation. The city can’t plan, invest in
capital projects or apply for grant money because the land they operate on is leased from
the ARRC and subject to short term cancellation. The city plows snow from city streets
that are technically ow ned by the railroad. After more than two years of negotiating with
ARRC. and expending over S200.000, the City of Whittier is no closer to gaining control

of its land than when they started.

There are about 600 acres of developable land in central Whittier. Alaska Railroad
Corporation owns 190 acres, of which 45 +/- are necessary for their operation. The L'S.

Army owns 300 acres. Private landowners have 65 acres. The City of Whittier owns a

mere 25 acres.

The emergency aspect comes in to play when the new tunnel and road to Whittier are
completed on schedule. IS months from now. DOT PF anticipates an impact of 5000
cars per day to hit Whittier. Even if they are half right. 2500 cars and people per day are
an insurmountable problem for acommunity of 250 people that can't control its land
base. Planning funds promised to the city from DOT/PF and ARRC have not been
provided and ARRC pays no taxes to offset costs they impose on the city. In Whittier's
case. the proverbial light at the end of the tunnel is a stream of cars. IS months and one
construction season away. The public health and safety cannot be maintained without

equipping the local government with control nf its public facilities.

It has become apparent the ARRC will not willingly give up land to the City of Whittier.
It will he impossible for the City of Whittier to develop if its core area is owned by a
hostile agency of the state of Alaska. IIB 4 12 will correct the imbalance while allowing

the railroad to keep land it needs for its own operations.



T he C ity of W h it t ie r

Gateway to the Western Prince William Sound
P.0. Box 608 « Whittier. Alaska 99693 « (907) 472-2327 « Fax (907) 472-2404

Febniary 12, 1998

Representative John Cowdery
Alaska House of Representatives
Juneau, Alaska

Re: City of Whittier, Request for Legislative Bill Introduction

Dear Representative Cowdery;

The City of Whittier requests introduction of a bill in support of Municipal land acquisition
of all non-rail essential Alaska Railroad lands within the City of Whittier.

The City has been fortunate in legislative support of the Whittier Access Road project,
however with this rapidly approaching new improved access comes advantages and
responsibilities Not only the responsibility to provide basic services of safe water, sewer, streets
and public safety, but also the requirement to make available adequate parking, visitor services,
public amenities and harbor/marine services. We believe many of these requirements can be met
by ajoining of public support and private economic development projects.

The citizens of Whittier wish to meet their responsibilities for the future but with a mere
25 acres of municipal land and nearly ail (190 acres) of the developable land held by the ARRC
we are not able to provide economic development or public amenity areas.

Over the past two years the City has spent in excess of $200,000 in attempts to negotiate
leases with the ARRC.

Although a request for legislation has be considered in the past, the community has chosen
to attempt negotiations with the ARRC. It has become abundantly clear that legislative
intervention is the only remaining way to provide for the rapidly increasing demands when the
"Road to Whittier” (April 2000, 18 months) will open Prince William Sound to the world.

The enclosed Council Resolution 508-97 encapsulates the communities resolve to take a
pro active position on this matter Your support and introduction of land acquisition legislation,



Representative Cowdery
February 12, 1998
Page 2

on behalf of the public users of Alaska, is sincerely appreciated. Please do not hesitate to call for
any required documentation in support of this request.

Carrie L. Williams
City Manager

Enclosure



CITY OF WHITTIER
CURRENTSTATUS, ISSUES OF
ALASKA RAILROAD MEETING 12/22/97

Issue I: Compliance to local Planning and Zoning

Result: As of this date only signed letter of commitment dated 12/31/97, ARRC,
agreeing to compliance with City planning and zoning ordinance. No new ARRC projects
have been brought before the administration ofP & Z for review and we are unaware of

any which may be currently planned.

Issue II: Fish Pond Project, public amenity area lease

Result: City has received a letter agreeing to lease area to City insupport of

project under "standard” public amenity lease. After review of blank standard amenity
lease by city attorneys and administration there are several items in the standard form
which constitute substantial risk to the City (i.e.: cancellation at will of the ARRC, with all
improvements retained by the railroad without compensation to investor. Lease rate based
upon adjoining property usage, if adjoined property is commercial the public amenity rate
of the City would change to commercial rates etc.) The City will need substantial change
to the standard policy amenity lease before we would be able to accept such an agreement.

Issue 111: Water/Sewer/Storm Sewer Easements
Result: The City substantially revised the draft water/sewer/storm sewer license
prepared by ARRC. We believe a final agreement has been reached but have not yet

received the final version of the document.

Issue 1V: Street Easements
Result: Nothing concerning streets has been received ARRC's legal counsel has

identified this as the next project to work on. No easement, license or maintenance
agreement is in place and City remains at risk and still must trespass to provide daily
maintenance, snow plowing and services to continue to provide citizens access to the

harbor and the rail station area.

Issue V: Emergency Plan Update & Training, with Local Public Safety

Result: A copy of the complete ARRC emergency plan, apparently for all of
Alaskan operations has been received, with no further explanation. There has been no
contact, from railroad ofilcials, or scheduling for coordination of training between Whittier

public safety and any division of ARRC.

Issue VI: ARRC, Viking Harbor Feasibility Review. Due by 2/1/9X

Result: Information was gathered from the harbor master, by the railroad. As of
this date the ARRC has made inquiry to Corps of Engineers to assess the possibility of
becoming a direct project sponsor. City legal counsel has given written reminder to the
railroad as to their contractual obligation to the City No response has been received



CITY OF WHITTIER
CURRENTSTATUS, ISSUES OF
ALASKA RAILROAD MEETING 12/22/97

page 2

Issue VII: Capital Funding Support
Result: The ARRC has provided no written or oral support for Whittier Capital
Funding needs to any party we are aware of either at the State Administration or

Legislative level.

Issue VIII: FUDS, Federal Legislative Support

Result: The City has not been copied on or received anyevidence of
communication that may have taken place been the ARRC and any agency, federal or
state, concerning the need to continue the federally funded clean up of military related
haz-mat in Whittier. This support would benefit the railroad and the City and ARRC

support would be of value.

Issue IX: Whittier Joint Planning Effort

Result: The ARRC has budgeted for $50,000. to apply toward planning efforts.
Commissioner Perkins, Department of Transportation has also stated that a matching
amount would be committed and control by the DOT to begin a planning process for
Whittier and road impact issues. The first meeting to develop the scope of work was
held at the DOT on 2/25/98 and was attended by Mr. Blasingame, ARRC, Mark Mayo,
DOT (several other DOT representatives) and Carrie Williams, City of Whittier.

Issue X: R V Park. Lease Renewal

Result: No renewal or extension of existing RV park lease has been received
(expiration 4/2000). The City has requested renewal with adequate terms to allow for
capitalization of needed improvements. Standard public amenity lease, again, would pose
too great a risk and would require change before approval

Issue XI: Public Safety Agreement/Improved Community Relations

Result: No action of any type to date. ARRC department of security and
transportation was to meet with Whittier emergency services and correct communications
and clarify need for priority passage of emergency vehicles. Recent events have provided
no notification of track removal (last incident 2/10/98) providing delay in ambulance
transport. Education of ARRC employees to improve working relationship between C'ity
and rail staffin areas of current conflict (road maintenance, snow removal & rail outage

notification).



CITY OF WHITTIER
CURRENTSTATUS, ISSUES OF
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Issue XU : Water Well Protection

Result: The current ARRC water/sewer/stormsewer license should provide
protection of well site. Also, to be addressed was current set backs (200 feet) of potential
hazardous materials from wells, this set back is not being met by rail road lessees.
Environmental division of ARRC has not responded to correcting this issue and no change
in operations in water well area has been observed.

Issue X 111: Erosion of Whittier Street

Result: No contact has been made by constructionmanagement of ARRC to
address the erosion of the road at Whittier Creek. This property is wholly owned and
controlled by the railroad and the DOD permit is still existing. As noted previously, street
issues have not received any response from the ARRC but apparently is the next issue to

be addressed.

Issue X1V : Head of Bay, Upland Lease Request

Result: The request to lease property previously under "intent to lease ('96")" has
had no response. This issue has been previously discussed on several occasions since July
o f‘97. These lands would provide the ability to access tidelands and develop current
DNR (orig. BLM) 40 acre campsite and provide additional boat launch facilities.

Issue XV : Sales Tax, Reports and Payment
Result: Report on 3% taxable leases has been received and projected obligation
stated, however no payment has been received to date (due 10/10/97).



T he C ity of W h it tier

Gateway to the Western Prince William Sound
608 « Whittier. Alaska 99693 ¢« (907) 472-2327 « Fax (907) 472-2404

MEMORANDUM

To: Representative Joh n Cowdery

From: Mayor Bill Coumbe

Date: February 27, 1998

Subject: February 25, 1998 DOT/Alaska Railroad Meeting

Mark Mayo of the Alaska DOT asked me and Carrie Williams, the city manager, to attend
a meeting with DOT and ARRC representatives. We were told that the purpose of the meeting
was to address specific land use and land planning concerns of the City including site control for
water, sewer, streets and other improvements required to satisfy both short term and long term
needs of the City. The emphasis, we were told, would be on addressing short term needs arising
from the opening of the road. Finally, several people in Juneau and Anchorage said that we could
expect to hear about "positive results” in addressing many of the city's past concerns, and one
person informed us that "we would be extremely happy and excited" about the matters which
would be presented at this meeting.

I must tell you that virtually nothing happened at the meeting (which lasted only about 40
minutes). The first part of the meeting was mostly a discussion between ARRC and DOT about
the cooperative agreement between them and the mechanics of transferring funds between the two
agencies to pay for the work. The next topic was a discussion about the scope of work which
DOT had drafted prior to the meeting. Carrie Williams and | raised a concern of the City's that
using HDR as the planning consultant might create conflicts of interest because HDR was a
consultant to one of the fiber optic cable companies and was helping that company place its cable
in a location that is very undesirable to future economic development of Whittier's tidelands. In
addition, we pointed out that HDR has a long term, large contract to do work for DOT and
explained that under the circumstances the City felt that HDR will not be as responsive to the
City's needs and views, as it will be to DOT and its fiber optic cable client. The City felt a more
neutral party should be hired. The City's concerns were noted but HDR is being hired to do the
work.

No substantive matters were discussed and no new policies or actions were announced or
discussed. | left this meeting feeling that the City was not going to be an equal participant in the
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Page 2

planning effort. Even more importantly, the mooting made me feel that the planning effort would
be a slow, lengthy effort that would be very heavy with "process" and very light on practical,
useful ideas and guidance for solving Whittier's short term needs. | was disappointed, especially
in light of the high hopes that had been suggested in advance of the meeting. Honestly and
candidly, | felt that the meeting was not worth the expense of getting to it and the time we spent

going to it.



T he C ity of W h it tier

Gateway to the Western Prince William Sound
P.O. Box 608 « Whittier. Alaska 99693 « (907) 472-2327 « Fax (907) 472-2404

MEMORANDUM

To: Representative John Cowdery

From: Carrie L. Williams, City Manager, Whittier

Date: February 27, 1998

Subject: February 25, DOT/Alaska Railroad Meeting Report

As city manager, Mayor Bill Coumbe and myselfwhere asked to attend a meeting
organized by Department of Transportation representative Mark Mayo. The purpose of the
meeting was to address specific lands use and planning concerns that the City has attempted
resolution over the past several years. It was our understanding that this meeting was to produce
clearly defined results on site control issues for the Whittier water, sewer, streets and several
other issues of basic community long standing concerns, as well and establishing short term
immediately needs to accommodate for the impact of the Whittier road opening.

We met for not longer then forty minutes and were informed that the intent ofthe DOT
was to add their funding to Alaska Railroad planning moneys. This funding would be used to add
to the current scope of work for HDR, (Whittier road access planning contractor). Discussion
was held between the DOT and ARRC regarding the cooperative agreement and the mechanics of
transferring funds from the railroad to the state. The City questioned the ability of HDR to act
objectively, due to the firms current involvement with the DOT, Fiber Optics firms and other
parties currently planning projects in the City, which may face objections from the City. This
objection was noted.

We had been led to believe that this meeting was of critical nature and true, results would
be immediately forth coming. We had been informed by several individuals that "we would be
happy and excited with the result.” It was going to be a complete change from the historical
nature of these meetings. In fact it was not. Although polite, organized and possibly well
intentioned it is again going to be a complex and expensive planning process taking a minimum of
three to four months to re-analysis the data of numerous EIS studies of the past and their
potential impact

We as city officials attended this meeting to address what has here to fore been identified
as obvious needs which any community would reasonably address when change is imminent
Parking, public attenuates, boating facilities, RV areas, camp sites, public safety, water, sewer,
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streets and economic development must be addressed immediately, if we are to stand a chance of
dealing with even halfof the impact that will occur with the road opening in twenty-four months.

Neither the Mayor nor myself could understand why we had again spent time and
municipal funds for another meeting and were unable to accomplish any meaningful results.



BRIEF HISTORY OF ALASKA RAILROAD LAND
IN WHITTIER BEFORE AND AFTER TRANSFER
TO THE STATE OF ALASKA

In 1914 the land in what is now the core area of Whittier was set aside for a town site to
be associated with a railroad. In 1941 and 1942 a portion of this withdrawal was surveyed and
platted into lots, blocks and streets. The purpose of this survey appears to have been to allow for
sale of lots to the public. The platted land is what is now the core area (triangle area) in
downtown Whittier. The survey is USS 2559. According to a 1946 memorandum to the
Secretary of the Interior, the military needed Whittier as a port during the war and therefore the
land was not sold. Instead, in 1943 the Railroad (which was part of the US Department of the
Interior) transferred control of the land to the military. In 1946 the land was transferred by the
military back to the Railroad. In 1947 the Secretary of the Interior changed the designation of the
land from town site to railroad terminal reserve.

In the 50s and 60s there were several Public Land Orders transferring jurisdiction over
lands in Whittier (both inside and outside of USS 2559) to the military and then back to the
Railroad. These actions seem to reflect military use and then discontinued use. Some land was
excessed both in the 60s and 70s. The 265 acre parcel owned by Passage Canal (Brooke Marston
and partners) was excessed by the militaiy and sold to the public. Similarly, the parcel acquired
by the City in 1973 was excessed and sold to the City by GSA.

In 1984 federal legislation transferred the Railroad to the State of Alaska, not to the
Alaska Railroad Corporation. 45 USC § 1203(a). The federal legislation breaks the railroad
lands into two categories: the right of way (meaning a 200 foot corridor with the tracks in the
center) and all other land. There was no requirement in federal law that the land be conveyed by
the State to the Alaska Railroad Corporation. However, there were two conditions. First, if the
State "converted [the land] to a use that would prevent the State-owned railroad from continuing
to operate, the real property (including permanent improvements to the property) shall revert to
the United States Government...." 45 USC § 1209(a). This provision is of no relevance today
because it applied for only 10 years and thus expired in 1994.

Second, the federal statute says that if the State discontinues use of the land within the
right of way (that is, the 200 foot corridor) that land reverts to the United States and the United
States must reconvey the land to the abutting landowner. 45 USC § 1209(b) and (c). This is
equivalent to situations where a City vacates a street easement.

So why does the Railroad own so much land in Whittier and elsewhere that is not used to
run the railroad? The answer is a function of history and state policy adopted in 1984.
Historically, the federal government withdrew large blocks of land for the federal railroad even
though the land needed for actual operations was a much smaller amount. This did not create any
particular problem for the federal government because if an adjustment was needed, the federal
government could easily transfer land between its various agencies. This approach resulted in the
federal railroad having title to a substantial amount of land not used for railroad purposes.



The State bargained with the United States for all of the land under the railroads
jurisdiction and was successful in getting it. The State then made a policy decision to give all of
the land to the newly created State Alaska Railroad Corporation. The State did not have to give
all of the land to this corporation. The State could just as easily have given rail essential lands to
the new corporation and all other land to a different State agency (such as DNR or DOT) or to
municipal entities. This probably would have been difficult to do in 1984 since the State did not
necessarily know which lands were rail essential. Nonetheless, the fundamental point is that there
was no legal or logical impediment to dividing the federal railroad land into land needed for rail
operations and other lands. It was strictly a policy decision by the 1984 legislature and
administration to give all federal land under the jurisdiction of the federal railroad to the state
Alaska Railroad Corporation. This policy decision can be revisited by any legislature at any time
without fear that lands will revert to the federal government.
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25 year term, estimated dect service is approximately S15.7 million.

See attached dect service an.3iysis for lew. mid, and nigh rales. The high rate was used in this liscal rote.

Prepared by: Foss A Kirrey / Fhone:  465-4680
Divisieg. Tressury J .. n /[y Date:  February 20,1998
Arpreved bv cem Tisshrer: i x r corden / 1> Cate:  Fetruar/20. >998
Agency: reerie /

PREPARER TO PPOVIDE ALL DISTRIBUTION CCPIES TO GOVERNCR™S LEGIS ATIVECFFICE

Far Uhadetrhtininlansonclll FeGuararslegatieCffie
Page t of T3



Prepared by Hudson AIPF. LLC

Period
Ending

10.01/1998
04,01/1999
06/30/1999
10/01/1999
04/01/2000
otmvooo
10/01/2000
04/01/2001
06/30/2001
10/01/2001
04/01/2002
06/30/2002
10/01,2002
04/01/2003
06/30/2003
10/01/2003
04,331/2004
06/30/2004
10/01/2004
04/01/2005
06/30/2005
10/01/2005
04/01/2006
06/30/2096
10,01/2006
04 01/2C0"

0600/700

10/01/200"
04.012008
06-302008
10.01,2008
04 012009
06.302009
10/01/200?
04.01.2010
06.302010
10/012010
04/01,2011
06,302011
10-012011
04/012912
06/30/2012
10012012
04/01.2013
06.302013
10/01.2013
04.017014
06302014
10/01,2014
04/012013

BOND DEBT SEPATCE

Anchorage Intemeticna] Airport
Fiscal Note Scenario Tor Deparsncnl of Revenue
February 6. 199S Insured Rates

S179 MM Bond Issue Principal Amount Assumption

Principal

4,490.000
4,670,000
4.865.C90
5.070,000
5,285,000
5.515.000
5.755,0-30
6.010.000
6,300.000
6.615,000
6,945,000
7295.000
7,665,000

8.055,000

Coupon

3.950%

4.040%

1.10054

4.150%

4.20054

4250%

4.300%

4 400%

4.900"!

4.900%

4.900%

4.909%

4.900%

5.100%

Interest

4,353,876.50

4]53,876.50
4353,876.50

4,353.87650
4,353.87630

4353.876.50
4.265,199.00

4265,199.00
4.170.865.00

4.170,865.00
4,071.132.50

4,071.132.50
3.965,930.00

3.965,930.00
3.854,945 00

3.854.945.00
3.7131.751.25

3,737.751.25
3,6)4,018.75

3.614,018.75
3.431,798.75

3,481,798.75
3327,448.75

3.327.148.75
3.165,38125

3.165.381.25
2.995,228.75

2.995.228 75
2.816.50) 25

24165012
>ii1a ;g

2628 875
2,423306.25

Debt Service

4,353.876.50

4,353,876.50
4,353,876.50

4353,876.50
4,353,87630

8.843.876.50
4365.199.00

8,935,199.00
4,170,865.00

9.035,865.00
4,071,13230

.9.141.13230
3.965.930.00

9,250,930.00
3.854.945.00

9.369.915.00
3,737.751 25

9,492.751.25
3.614,018.75

9,624.018.75
3.481,798.75

9,781.798.75
3.327,448.75

9,942 448.75
3.165381.25

10.110.38125
2,995228.75

10290,228.73
2,816,501.25

10,481,50125
2.628.708.75

10.68J.708.75
2,423,306.25

Annga!
Debt Service

4353,87630

8.707.753.00

8,707,753.00

13,109,07530

13,106,064.00

13,106,997.50

13,107.06230

13,105,875.00

13,107,69625

13.106.770.00

13.105,817.50

13,109347.50

13,107,830.00

13,105,610.00

13.106.730.00

13,110,210.00

Pege t



Prgoraed by Hudson AIFF. LLC

Period
Ending

06/30/2015
10'01/20)5
04/01/2016
06/30-2016
10/01-0016
04/01/2017
06/30/2017
10-01/2017
04/01/2018
06/30.-2018
10-01/2018
04/01/2019
06-20,2019
10/01/2019
04/01/2020
06/30/2020
10,01-2020
04/01-2021
06/30-2021
10.-01/2021
04/01-2022
06/302022
10012022
04-012023
06-302023
10-012023
06-30.2024

L

BOND DEBT SERVICE

Anchorage Intcmaional Airport
Fiscal Note Scenario for Department of Revenue
February 6, 1998 Insured Rates

51"9 MM Bond Issue Principal Amount Asnmnjxioo

Principal

8,480.000

8,920,000

9.390.000

9,880.000

10.400.00C-

10,950,000

11,530,000

I 135,000

12,7S0.C-0

179,000.000

Coupon

5.100%

5.100%

5.100%

5.1009-0O

5.150%

5.150%

5.150%

5.150%

5 15C%

Interest

2,423206.25

2207.06625

2,207.066.25
1,979.60625

1.979.606.25
1.740.161.25

1.740.161.25
1.488.221.25

1.488,221.25
1220.42125

1,220,42125
938,458.75

938,458 75
641261.25

641.561.25
329.085.00

329,085.00

144.248.852.00

3 of 13

Debt Service

10,903,306.25

2207,06625

11,127.066.25
1,979,60625

11,369,606.25
1.740,16125

11.620,161.25
1,48822125

11,888.22125
1,220,421.25

12,170,421.25
938..458.75

12.468,458.75
641.56125

12,776,561 25
329,085.00

13.109,085.00

323248,852.00

Annual

Debt Service

13,107,015.00

13,110272.50

13,106,672.50

13,109,767-50

13,108282.50

13,108.642.50

13,108,880.00

13,110,020.00

13.105,64625

13,109.085.00

323248,852.00

Page!



Prepared by Hudson AIFF, LLC

Period
Ending

06/30/1999
06/30/2000
06/30/7001
06/30/2002
06/30/2003
06/30/7004
06.30/2003
06/30/2006
06/30/2007
06/30/2008
06/30/2009
06G0/2010
06/30/7011
06/30/2012
06/30/2013
06/30/2014
06/30/2015
06-30/2016
06-30/2017
06/30/2018
06/30/2019
06-30/2020
06/30/2021
06,30/2022
06,30/2023
06/3C/2024

NET DEBT SERVICE

Anchorage International Airport

February 6. 1998 Insured Rues

Total
Debt Service

4.353,876.50

8,707,753.00

8.707,753.00
13,109,075.50
13,106.064.00
13,106,997.50
13.107.062.50
13,105,875.00
13.107,69625
13,106.770.00
13,105,817.50
13.109247.50
13,107.830.00
13,105.610.00
13.106,730.00
13.110.210.00
13,107.015.00
13.110,372.50
13.106.672.50
13,109,767.50
13.108,382.50
13,108.642.50
13,108.880.00
13,110,020.00
13,105.64625
13.109.085.00

323243.852.00

Capitalized
Interest Fund

4253,876.50

8,707,753.00
4,353,876.50

17.415205.00

Fiscal Note Scenario tor Department o f Revenue

S179 MM Bond Issue Principal Amount Assumption

Net
Debt Service

4253.87620
13.109.07520
13,106,064.00
13.106,99720
13.107,062.50
13,105,875.00
13.107,696.25
13.106.770.00
13,105,817.50
13.109,24720
13.107,830.00
13,105,610.00
13,106,730.00
13.110210.00
13,107,015.00
13,110,372.50
13,106,672.50
13.109,767.50
13.108282.50
13.108,642.50
13.108,880.00
13.110.020.00
13,105,646.25
13.109.085.00

305.833,346.CO



Prepared by Hudson AT LLC

BOND SUMMARY STATISTICS

Anchorage Litcmawnal Airport
Fiscal Note Scenario fcr Department of Revenue
February 6. 1°9S Insured Rates
S179 MM Bend Issue Principal Amount Assumption

Dated Date
Delivery Date
Last Maturity

Arbitrage Yield

True Interest Cost OTIC)
Net Interest Cost (NIC)
All-In TIC

Average Coupon

Average Life (years)
Duration of Issue (years)

Par Amount

Bend Proceeds

Total Interest

Net Interest

Total Debt Service

Maximum Annual Debt Service
Average Annual Debt Service

Underwriter's Fees (per S1009)
Average Tal:edovrn
Other Fee

Total Underwriter's Discount

Bid Price

BondCompcr.ro:

Serial Bonds
Term Bond;

Term 2
Terrrd

Par
Value

4].6e0.000.00
}4,820,000.00
14.725.000.00
ST."95,000.00

179.000.000.00

10/01,'1998
10/01/1998
10/01/2023

S.106200%
S106200%
5.007224%
S.252774%
5.007224%

16.094
10.613

179.000.000.00
179,000,000.00
144,248.852.00
144,248,852.00
323J48.852.00

13,110,372.50

12.929,954.08

190 009000
Average
Price Coupon
100.000 4.232%
100.000 4 900%
100.000 5.100%
100.000 5 150%

Average
Life

6.719
13.098
18.102
23.103

16.094
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Prepared by Hudson AJTF, LLC
BOND DEBT SERVICE
Anchorage International Airport
Fiscal Note Scenario for Department o f Revenue
February 6, 1998 Insured Rates plus 100 basis point cushion
S179 MM Bond Issue Principal Amount Assumption

Period Annual

Ending Principal Coupon Interest Debt Service Debt Service
10/01/1998
04/01/1999 5,269,088.75 5,269,088.75
0600/1999 5169.088.75
10/01/1999 3,269,088.75 5269.088.75
04/01/2000 5,269,088.75 5269,088.75
06/30/2000 10.538.177.50
10/01/2000 5J69,088.75 5,269,088.75
04/011001 5269,088.75 5269,088.75
06/301001 10.538.177.50
10011001 3.930.000 4 950% 5,269,088.75 9,199,088.75
04/011002 5,171,82125 5.171,82125
06/30.1002 14J70,910.00
10/01,2002 4.130.000 5.050% 5,171,82125 9201,82125
04/01,7003 5,067238.75 5,067,538.75
06101003 14.369.360.00
10/01.200] 4.345.000 5.100% 5,067,538.75 9,412,538.75
04/011004 4.956.741.25 4,956.74125
06101004 14.369.280.00
10.011004 4.575.000 5.150% 4.956.74125 9.531.74125
04-011005 4,838,935.00 4,838,935.00
06101005 14J 70.67625
10.011005 4.820.0-20 5.200% 4,838.935.00 9,658,935.00
04.011006 4,713,615.00 4,713,615.00
06/301006 14272.550.00
10-011006 5.075.000 5250% 4,713,615.00 9,783,615.00
04.01100" 4.580,396.25 4,580,39625
06101002 14269,01125
10.0110Q7 5.350.000 5.300% 4,580.396.25 9,930.39625
04/011008 4,438,621.25 4.438.62125
06.101008 14.369.017.50
10-011C08 5.645.000 5.400% 4,438,62125 10,083,62125
04.011009 4,286,206 25 4286.20625
06101009 14269,82720
10.01,2009 5.975.000 5.900% 4.286206.25 10261206.25
04.011010 4,109.943.75 4,109.943.75
0610/2010 14271.150.00
10011010 6.335.000 5.900% 4.109,943.75 10,444,943.75
04.011011 3.923.061.25 3,923,06125
06101011 14268.005.00
10/011011 6.720.000 5.900% 3,923,061.25 10.643.06125
044)11012 3,724,82125 3,724,82125
06101012 14267.88220
10.011012 7.130.000 5.900% 3.724,821.25 10,854.821.25
04,011013 3,514,486.25 3,514,48625
061010t3 1426920720
10,01.2013 7.565.000 5.900% 3,514,486 25 11,079,48625
04/011014 3291218.75 3,291,318.75
0610-7014 14.370.805.00
100120U 8.030.000 6.100% 3,291218.75 11,321,313.75
04,011015 3,046,403.7? 3,046.403.75

Puse |



Prepared by Hudson AIFF. LLC

Period
Ending

0&i0aois
10.01/2015
04/01/2016
06-20/2016
19/01/2016
04.01/2017
C6-20/2017
10-01/2017
04-01/2018
Cdoosdg
10/T)L.20!8
04.010019
06-70/2019
10-01/2019
04.01/2020
06-70.2020
ia-0t/2020
04.01/7021
06-30.7021
10 01-2031
04.012022
06-702022
10/012022
04 012023
06 302023
10 01-2023
067 0.7024

BOND DEBT SERVICE

Anchorage International Airport
Fiscal Note Scenario Tor Department o f Revenue

February 6. 1998 Insured Rales plus 100 basis point cushion
5179 MM Bond Issue Principal Amount Assumption

Principal

8.540.000

9.075.000

9.645.000

10.250.000

10.900.000

11.590.000

12.325.000

13.110.000

13.540.000

179.000.000

Coupon

6 100Vo

6,100™.

6.100%;

6.100°;

6.150%

6.1 sot;

6.150°;

5.150°;

6,150°,

Interest
3,046,403.75
2,785,933.75

2,785,933.75
2,509,14625

2.509,1462 5
2,214.973.75

2J214.973.75
1.902.348.75

1,902,348.75
1.567,173.75

1.567.173.75
1210.78125

1,210.781.25
331,787.50

831,787 50
428.655.00
425,655.00

177.843,952.50

7 c L3

Debt Service

11,586.403.75

2,785,933.75

11,860,933.75
2.509,14625

12.154,146.25
2214,973.75

12,464.973,75
1.902J48.75

12.302.348.75
1.567,173.75

13,157.173.75
1210.78125

13,535,781.25
831,787J0O

13,941,737 50
428.655.00

14.363,655.00

356.843.952J0

Annual
Debt Service

14367,7220

U.372,337.50

14.370.080.00

14.369.120.00

14.367.322.50

14.369.522.50

14.367.955.00

14J67.568.75

14.370.442.50
14J63.655.00

356.843,952.50



Ptrpred by Hudson AFF. LLC

NET DEBT SERVICE

Anchorage IntemetKMia) Airport

Fiscal Note Scenario for Department of Revenue

February 6. 199S Insured Rates plus 100 basis point cushion

Period
Ending

06/30/1999
06/30/2000
06/302001
06/30/2002
06/30-2003
06/30/2004
06/302005
06/30,2006
06/302007
06/30,2008
06/30-2009
06/30.2010
06202011
0620C012
06/302013
06/302014
0520.2015
0620.2016
06202017
06202018
06202019
06202020
0620.2021
0620-2022
06292023
v6-302IVv*

Total
Debt Service

5,269,088.75
10,538,177.50
10,538,177.50
14,370,910.00
14,369.36000
14.369,280.00
14,370.676.25
14,372,550.00
14769,011.25
14469,017.50
14.369,827 50
14J71.150.00
14,368.005.00
14J67.882.50
14369J07J0
14,370.805.00
14,367,722.50
14.372.337.50
14J70.0S0.00
H.36S, 120.00
14.367J22.50
14,369,522.50
14,367.955.00
14J67.56S.75
14,370.442.50
14J6S.655.00

356,843.952J0

Capitalized
Interest Fund

5,269,088.75

10.538,177J0
5,269.088.75

21.076J55.00

S179 MM Bond Issue Principal Amount Assumption

Net
Debt Service

5469,088.75
14,370.910.00
14,369J60.00
14369480.00
14J70,676.25
14472.550.00
14369.01145
14,369,017J0
14,369,827.50
14471,150.00
14.368,005.00
14.367,882.50
14469407.50
14,370,805.00
14.367.722.50
14472437.50
14.370.080.00
14.369,120.00
14.367422JD
14J69.522.S0
14J67,955.00
14J67J68.75
14,370,442.50
14.368.655.00

335.767J97J0



Prepared by Hudson ATF. LLC

BOND SUMMARY STATISTICS

Anchorage bitcm.mionnl Airport

Fiscal Note Scenario for Department of Revenue

February 6, 1998 Insured Rales plus 100 basis point cushion

S179 MM Bond Issue Principal Amount Assumption

Dated Dene
Delivery Date
Last Maturity

Arbitrage Yield

True Interest Cost (TIC)
Net Interest Cost (NIC)
All-In TIC

Average Coupon

Average Life (years)
Duration of Issue (years)

Par Amount

Bond Proceeds

Total Interest

Net Interest

Total Debt Sen'ice

Maximum Annual Debt Service
Average Annual Debt Service

Underwriter's Fora (per S1000)
Average Takedown
Other Fee

Total Underwriter's Discount

Bid Price

Bor.d Component

Serial Bends
Term Bonds

Term 2
Terms

Par
Vahie

J* 870,000 00
33 723.000.00
472 44 000.00
¢'. .Stj.000 00

179.000,000.00

10/01/1998
10/01/1998
10/01/2023

6.137)15%
6,137115%
6,019233%
6.292908%
6 019253%

16.506
10.038

179.000,000.00
179,000,000.00
177,843,952 50
177,843,952.50
356.843,952.30

14,372.550.00

14.273,758.10

100.000000
Average
Price CcUpOQ
1C0.C00 5.236%
100.000 5.500%
100.000 6.1007i
100 000 6.150%

Average
Life

6.771
13.118
18.122

23.123

16-506



Prepared by Hudson AIFF, LLC

Period
Ending

10/01/1998
04/01/1999
06/30/1999
10/01/1999
04,'01/2000
06/30/2000
10/01/2000
04/01.7001
06/30/2001
10/01/2001
04/01/2002
06/30/2002
10/01/2002
04/017003
06/30/2003
10/01/7003
04/01/2004
06/30/2004
10/01/2004
04/01*2005
06/307005
10'017005
Q4017006
06/30.2006
1001'7006
04 013007
C600/2007
1001-7007
04/01-7008
C6/307008
10/012008
04,012009
06/302009
10'01/2009
04/017910
0620-7010
10/017010
04:012011
06.7020U
10/013011
04/01.2012
06702012
10.017012
04.01701J
06302013
10012013
04.012014

06302014
10/01.2014

04013015

BOND DEBT SERVICE

Anchorage International Airport
Fiscal Note Scenario for Deportment o f Revenue

February' 6, 1998 Insured Rates phis 200 basis point cushion
SI"9 MM Bond Issue Principal Amount A"iump'ion

Principal

3,425.000

3.635.000

3,865.00-3

4,110,000

4J7Q.909

4.550X00

4.955.003

5280.000

5.640.000

6,045,000

6,475.000

6.940.000

7,435.000

7,975.000

Coupon

5.950%

6.050%

6.100%

6.150%

6 209%

6.250%

6.300%

6.400%

6.990%

6.900%

6.900%

6.900%

6.990%

7.109%

Interest

6,183,107.50

6,183,107.50
6.183,107.50

6,183,107.50
6,183,107.50

6.183,107.50
6,081,2)3.75

6,081,213.75
5,971255.00

5.971,255.00
5,853,372.50

5,853.372.50
5,726,990.00

5.724.990.00
5291,520.00

5.591.520.00
5.446.207.50

5.446.207.50
5,290,125.00

5.290.135.00
5.121.165.00

5,121,165.09
4,926.585.00

4,926,585 00
4,718,032.50

4.718.032.50
4.494,645.00

4.494.64J.00
4.255215.00

4,2<5.215.00
3.998.707.50

3.998.707,50
3.715.595.00

/IC >1 &

Debt Service

6,183,107.S0

6,183,107.50
6,183,107.50

6,183,107.50
6.183,107.50

9,608.107.50
6,081213.75

9,716,213.75
5,971255.00

9,836255.00
5,853272.50

9.963272.50
5,726,990 00

10.096,990.00
5,591,520.00

10,241,520.00
5.446,207.50

10.401.207.50
5290,125.00

10.570.125.00
5.121.165.00

10,761,165.00
4,926,585.00

10.971,585 00
4.718,032.50

11,193,032.50
4,494,645.00

11.434,645 00
4255215.00

11.690215.00
3.998,707.50

11.973,70".50
. 3.715,595.00

Annual
Debt Service

6,183,107.50

12,366215.00

12366215.00

15,68922125

15.687,468.75

15,689,627.50

15.690,302.50

15.688,510.00

15.687,727.50

15.691232.50

15.691290.00

15,687,750.00

15.689,61720

15,687.677.50

15.689,860.00

15.688,922.50

Pap: 1
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Period
Endine

06/30/201;
10/01/2015
04/01/2016
06/30.2016
10/01/2016
04/0120P
06/302017
10/01/2017
04/01/2018
06/30/2018
10ffl 1/2018
04/01/2019
06/30,2019
10/01.-7019
04/01/2020
06/30/2020
10/01/2020
04/01.-2021
06/30/2021
10012021
04/01/2022
06/302022
10/01<3022
04/012027?
06/3070:3
10.01 2023
06-30 2024

BOND DEBT SERVICE

Anchorage International Airport
Fiscal Note Scenario for Deportment o f Revenue

February 6, 1998 Insured Pates plus 200 basis point cushion
S179 MM Bond Issue Principal Amount Assumption

Principal

8,560,000

5,195.000

9.870.000

10,595.000

11-380,000

12,220,000

13,130,000

14,100.000

15,150,300

1-9,000.000

Coupon

7.100%

7.100%

7.100%

7.100%

7.150%

7.150%".

7.150"".

7.150%

7.150%

Interest

3.715.595.00

3.411.715.00

3,411,715.00
3,085,292.50

3.085.292.50
2.734.907.50

2.734,907.50
2,358.785.00

2.358.785.00
1.951.950.00

1,951,950 00
U15.085.00

1,515,085.00
1,045.687.50

1.045,687.50
541.612.50

541,612.50

212.769,972,50

/[ of I3

Debt Ser-ioe

12,275,595.00

3,411.715.00

12,606,715.00
3,085,292.50

12.955.292.50
2,734,907.50

13,329,907.50
2,358.785.00

13,738,785.00
1.951,950.00

14,171.950.00
1.515.085.00

14,645.085.00
1.045,687.50

15.145,687.50
541,612.50

15.691.612"50

391,769.972.50

Annual

Debt Servioe

15,689,302.50

15,687.310.00

15,692,007JO

15,690,200.00

15,688,692.50

15,690.735.00

15,687.035.00

15,690,772.50

15,687,300 00

15.691.612.50

391,769,972.50
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NET DEBT SERVICE

Anchorage International Airport

FL'caJ Note Scenario for Deportment o f Revenue

February 6. 1998 Insured Rates plus 200 basis point cushion

Period
Ending

06/30/1999
06/30/2000
06/30/2001
06/30/2002
06.30/2003
06/30/2004
06/30.2001
0630-2006
06/30/2007
06202008
0630.2009
06302010
06/30,2011
06303012
06302013
0630.20M
06302015
06302016
06302017
06302018
06.302019
06302020
06 302021
0630/2022
06302023
06 30202-t

TouU
Debt Service

6.183,107.50
12366215.00
11366215.00
15.689,321.25
15,687,468.75
15.689,627.50
15,690362.50
15.688,510.00
15.687.727J0
15,691,332.50
15.691290.00
15.687,750.00
15,689.617.50
15,687,677.50
15,689,860.00
15,688,922.50
15,689,302.50
15,687.310.00
15,692,007.50
15,690200.00
15,688,692.50
15,690,73500
15,687,035 00
15,690,772.50
15,687300.00
15.691.612.50

391.769.972.50

Capitalirsd
Interest Fund

6,183,107.50

12,366215.00
6,183,107.50

24.732.430,00

e gsaelxua

X179 MM Bond Issue Pricerpal Amount Assumpoon

Net
Debt Service

6,183.107.50
15,689,321.25
15.68t.468.75
15,689.62750
15,690,362.50
15,688,510.00
15,687.72750
15.691,332.50
15,69129000
15,687,750.00
15.689.617.50
15,687,677.50
15,689.860.00
15,688.922.50
15,689,302.50
15.687j i0.00
15,692.007.50
15,690200.00
15,688,69250
15,690.735.00
15,687,035.00
15.690,772 50
15,687,300.00
15.691,612.50

367,037.54250
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BOND SUMMARY STATISTICS

Anchorage InternalKin.il Airport

Fiscal Note Scenario for Department of Revenue

February 6. 1998 Insured Rales plus 200 basis point cushion

S179 MM Bond Issue Principal Amount Assumption

Daied Date
Delivery Dare
Last Maturity

Arbitrage Yield

Ttuc Interest Cost (TIC)
Net Interest Cost (NIC)
All-InTIC

Average Coupon

Average Life (years)
Duration of bsuc (years)

Par Amount

Bond Proceeds

Total Interest

Net Interest

Total Debt Service

Maximum Annual Debt Service
Average Annual Debt Service

Underwriter's Fees (per SI0001
Average Takedown
Other Fee

Total Underwriter's Discount

Bid Price

Bond Component

Serial Bonds
Term Bond:

Terra 2
TermJ

Par
Value

34.290.000.00
32.535.000.00
46.195.000.00
65.980.000.00

179.000.000.00

>3c('i3

10/01/1998
10/01/1998
10/01/2023

7.170652V.
7.170652V.
7.03036054
7.336204%
7.030360%

16.908
9.497

179,000,000.00
179.000,000.00
212,769,972.50
212,769,972.50
391,769,972.50

15.692,007.50

15,670,798.90

100.000000
Average
Price Coupon
100.000 6.238%
100.000 6.900V.
100.000 7.100%
100.000 7.150%

Average
Life

6.824
13.138
18.142

23.143

16.908

Page 4
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SPONSOR STATEMENT
HB 432

“An Act relating to International Airport Revenue Bonds?”

Representative John J. Cowdery

This bill amends the statutory bonding limit for the State of Alaska to sell
International Airport revenue bends. The current limit is $100,825,000. This hill
changes the limit to $280,000,000. The difference between the old amount and
the new amount is $179,175,000, which is the amount of new debt proposed to
finance passenger terminal improvements at Anchorage International Airport.

This increased bonding authority is only one component of the financing for
proposed airport improvements. Another component includes federal highway
funds for curbside improvements and a surface transportation access corridor. A
third component is federal airport funding for ramp and airside improvements.

The bonding cap contained in this bill is $25 million less than a similar bill
introduced by the governor. This bill contemplates an additional $25 million in
federal funding. Consequently, we can reduce the amount the stc.te needs to
borrow. By taking the $25 million off the table, it will not be available to expand
the project.

COWDERY PLAN GOVERNOR’'S PLAN
BONDED DEBT 179,000,000 204,000,000
FEDERAL AIRPORT $ 25,000,000 ?
FEDERAL HWY. $ 26,000,000 26,000,000

The $179 + million in proposed terminal improvements represent the single
largest public works project the state has ever undertaken. The wisdom of taking
on such a high amount of debt, and whether the International Airport Revenue
Fund (IARF) can afford the debt, remains to be proven in the committee hearing
process.

Several of the small air carriers have expressed concern that the proposed
project is too big. They voted against it but they lost. Still, their concerns may be
valid and we owe it to them to make the project no more expensive than is
necessary.

This bill is also notable for what it does not contain. It differs from the governor’s
bill in that it does not change the statutes to allow for undefined brokerage fees
and unspecified "obligations” to be charged against the IARF.



Interim: Session i
716 West 4th Ave., Suite 320 Anchorage, SteCpitol By, Site46
AK 99S0I Jresu. AK 99801

Phone: 907-465-3879
Fax: 907-465-2069
Toll Free: 1-888-269-3879

Phone:907-258-8188
Fax:  907-258-8727

Representative
John J. Cowdery

March 25, 1998

The Honorable Bill Williams, Chairman
House Transportation Committee

424 Capitol Building
Juneau, Alaska 99801

The Honorable Gene Therriault, Co-Chairman
The Honorable Mark Hanley, Co-Chairman
House Finance Committee
415 Capitol Building
Juneau, Alaska 99801

Dear Mr. Chairman:

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

I am pleased to forward to you the collateral record materials on CSHB 432 for
consideration by your committee. The House Special Committee on International Trade
and Tourism held five separate hearings, totaling 8 hours with testimony from 20

witnesses. The preponderance of testimony was in favor of the project.

CSHB 432 increases authorization for the state to sell revenue bonds from the present
level of $100,825,000 to a new level of $280,000,000. The additional increment of
$179,175,000 will be used to construct improvements at Anchorage International Airport
(AlA). The increased bonding authority is only one component of the financing for this
project. Another component includes approximately $26 million in federal highway funds
for curbside and access road improvements. Still another component includes FAA
funding of approximately $25 million. The total, all in, project cost is estimated to be
$230 million. This bill, however, is about only the $179.2 million portion relating to

revenue bonds to be guaranteed by the International Aiiport Revenue Fund (IARF).

The difference between the original version of HB 432 and CSHB 432 is one

amendment, which is the new Section 2 of the CS. It requires DOT/PF to submit an
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advance fiscal year spending plan to the Legislature by January 1 each year of the

project.

In the course of our extensive hearings, the IT& T Committee amassed a great amount of
paperwork in connection with HB 432. In order to facilitate your committee’s further
consideration of the bill, 1’ve prepared three volumes of binders containing a copy of
every document submitted to my committee during this hearing process. Each document

is tabbed with a number. A Master Index to the tabbed documents is in the front of each

volume.

I would highlight the following items that may assist you:
* A contact sheet of witnesses and state officials is in Volume |l, Section VI,
TabB.
* A bibliography of all documents and reports prepared by DOT/PF and their
consultants is located in Volume |, Section Il, Tab B at Attachment #4.
 The unabridged Plan of Finance is located at Section Il, Tab Q.
e The Letter of Intent (LOI) for FAA funding is located at Section Il, Tab R.
* A summary of key points that deserve further elucidation is included as the
last section of this letter.
I hope that by presenting the information in this way that it will assist your committee to
identify issues that have been adequately covered and other issues that still need

legislative perusal.

There are 25 signatories to the Airport Airline Operating Agreement. The Agreement
requires that two thirds of the members must vote against a project to disapprove it.
Approval takes a one third vote. Abstentions count as a yes vote. The signatories voted
13 Yes and 12 No. The yes votes comprise 60% of the revenue generated at AIA.

Strictly among domestic carriers, the support was stronger. Domestic carriers comprising

89% of AIA’s revenue voted yes.
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Still, it was my intent to ensure that the small air carriers who comprised the minority
vote had an ample opportunity to present their issues. Representatives from ERA, and
Northern Air Cargo made valuable contributions to the record that reinforced the
committee’s resolve to keep the project within manageable scope and limited
indebtedness. In fact, it was because of prior input from the smaller carriers that |
introduced HB 432 and reduced the bonding authority by $25 million compared to the
governor’s proposal. (The difference to be made up in federal airport aid funds that must
be targeted to specific project costs.) | urge you to maintain this difference in any

substitute bill that issues from your committee.

IMPORTANT ISSUES:

1 Overall construction period from 1999 to 2004 seems too long. A critical path chart,
however preliminary it may be at this point in time, would be a good reference. None
has been submitted yet.

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

3. The relationship of the Cargo Master Plan to the overall Airport Master Plan is a
little fuzzy. There should be only one Master Plan containing a comprehensive view
of development for the whole airport. At the very least, the Airport Master Plan
cannot be considered complete until the Cargo Master Plan is completed. It is not yet
completed. So there is some uncertainty about the ability to pay for future cargo-
related capital projects, within the amortization period of the current project, because
they haven’t all been identified. (Feb 24 Minutes, page 22, Tape #0532) Aside from
the phantom Cargo Master Plan the Airport’s CIP lists $176 million in projects

during the planning horizon of 6 years.
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4. A two and a half year construction period for Concourse C may be unnecessarily
long.

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

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

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

8. DOT/PF has not yet answered the question, “what project components can be
discarded or delayed if costs exceed available funds.” They seem to be worried that
the legislature will curtail the project if they admit to a prioritization. 1f no
prioritization is made now, then in the event of cost over runs the only option will be
to increase expenditures. The legislature should keep both options available; to

curtail or to increase. There is built-in resistance to curtailment. Herein, raising the
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10.

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

DOT/PF submitted aLetter of Intent (LOI) to FAA dated March 2, 1998 (Tab #).
The IT&T Committee received a copy on March 19, 1998. The LOI is aone inch
thick document that contains information that may have escaped review by the IT&T
Committee, though a draft was provided to the committee’s consultants. The LO1 is a
$48 million funding request for capital projects within and outside the scope of the
project envisioned by HB 432. A clear delineation should be made about which
projects in the LOI relate to the HB 432 project and what is iheircost. Mr. Ron
Simpson is the FAA contact on this matter. A hoL exists in the record about what we
can expect the annual payments to be from FAA if the LOI is approved.

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

(according to Ron Simpson FAA). Hence rural communities will benefit from this
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12.

13.

14.

project. Additional explanation about limitations on how PFC’s can be spent should

be put in the record.

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

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

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

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

We tried to assess the ability of the AIAS to remain competitive after the rate
increases are levied consequent to this project. The IT&T Committee Consultant
Report indicated that some comparisons of landing fees were misleading because
some airports include fuel flowage fees within their landing fees and AIA does not

(Volume 111, Section V, Tab A). Despite this discrepancy, that data and testimony by
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15.

16.

airport officials and their consultants indicate that AIAS will remain competitive
with U.S. airports. However, no data was submitted regarding competitiveness with
international airports in Pacific Rim countries.

It is recommended that the Legislature develop a mechanism for directly tracking
progress and problems during the course of the project. Programmed legislative
oversight will by its very implementation increase conscientiousness among the
parties involved in disbursing the huge amounts of money involved in this project.
Finally, instead of a public offering for the bonds, the IT&T consultants propose that
the state explore the pros and cons of a private placement with the Permanent Fund

Corporation. Substantial savings could accrue due to elimination of fees and credit

enhancements.

It is my hope that this letter and the accompanying information will make your

committee’s work easier and enable you to avoid unnecessary duplication of effort. My

office v/ill make any request from you on this matter a top priority.

Vinnrc trulv

Jhn J. Cowdery
Chairman
International Trade and Tourism

Cc:

Commissioner Joe Perkins
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airport officials and their consultants indicate that AIAS will remain competitive
with U.S. airports. However, no data was submitted regarding competitiveness with
international airports in Pacific Rim countries.

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

16. Finally, instead of a public offering for the bonds, the IT& T consultants propose that
the state explore the pros and cons of a private placement with the Permanent Fund

Corporation. Substantial savings could accrue due to elimination of fees and credit

enhancements.

It is my hope that this letter and the accompanying information will make your

committee’s work easier and enable you to avoid unnecessary duplication of effort. My

office will make any request from you on this matter a top priority.

Yours truly, -

\I/)hn J. Cowdery
Chairman
International Trade and Tourism

Cc: Commissioner Joe Perkins



SPECIAL REVIEW
HB 432
ANCHORAGE INTERNATIONAL AIRPORT
REVENUE BOND AUTHORIZATION

for

ALAKSA HOUSE OF REPRESENTATIVES
SPECIAL COMMITTEE QN INTERNATIONAL TRADE AND
TOURISM

Report prepared by: March 19,1998

Dr. Heinz Noonan,

Economist, Airport Planner
Stephen F. Wells,

Certified Interna! Auditor



EXECUTIVE SUMMARY

Within the time allowed a special review was conducted on behalf of the Alaska
Legislature, Representative Cowdery. The following are some of the keys points.

1 The Anchorage International Airport (A1A) Concourse C project has been
thoroughly examined and alternatives considered. There isn’t any reasonable
design that cannot be discussed at length. What may not have been presented or may
need further exploration is a design that meets the estimated needs of the airport to
year 2015. The current design to 2005 may not meet forecasted needs within 5 years
if estimates by AIA are accurate.

2. Information data, particularly the financial data, needs to be entirely accurate and
complete. Therefore, the. process for assuring that happens may need some
refinement. The IARF Controller and his staff need to review all financial data
before it is released. That is not happening. The result is that certain information
may be inaccurate. When the bond package is reviewed in the due diligence process,
there should not be any unresolved questions in this area.

3. Air cargo is the major revenue producer at the AIA. Without the completed Air
Cargo Master Plan or a clear determination of the capital projects needs for air cargo,
it is difficult to understand how the total debt capacity can be determined.
Additionally, how the terminal costs, the air cargo costs, and current list of $175
million in CEP might impact one another does not seem clear at this time.

4. Cost control for this project to insure that any significant escalations are minimized
will require certain commitments from all parties. Some design uncertainty or at least
alternative design possibilities might significantly change the cost picture. This
project does have some high-risk construction portions particularly in the main
terminal area. The DOT/PF and AIA should insure that certa.n key staff members be
assigned to report only on the costs and that function should report differently than
the Design and Construction function to insure cross checks and unbiased reviews.
This could be easily accomplished by the IARF Controller’s office. If the Legislature
desires to maintain an independent oversight role throughout this project, you may
want to require that such a person be involved and report directly to the Legislature.
That function could provide for immediate project status reports in terms of design
changes, construct’  progress, use of funds, cost control, and specific inquiry
feedback.

5. Impact to rates and fees was difficult to report in a short version answer. The
formulas for how other airports determine this comparative data are different and
result in an apples to oranges comparison. There may be a method for
accomplishing this by identifying one or two common aircraft and finding out how
much it costs for that particular aircraft to land at any given airport. That information
was not provided but could be determined. How this or future projects might impact
the current rates and fees only at AIA can be determined but only if the assumptions
and formula is clearly defined and understood. This needs further review.



Airport Bond Questions:

Introduction:

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

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

be considered.

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

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

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

conceivably be as much as $400 million.

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

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

affect the borrowing capacity for FIA?



The simple answer is NO the borrowing capacity of AIA and FIA are not separate
but are linked together in the form of the International Airport Revenue Fund (IARF).
And to continue, YES debt incurred at AIA does affect FIA borrowing capacity and vice

Versa.

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

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

AlA has answered that “The project is designed to accommodate 3,000,000
enplanements or 6 million passengers, which are projected for the year 2005.”
Additionally, they answered that “...an additional fourjet gates may be needed in about
2010 with another fourjet gates in about 2015.”

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

passengers.

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

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

AlA CIP Estimated Funding/Costs
FY99 $25,150 million

FYO0O $23,150

FYO1 $22,100

FY02 $16,400

FYO03 $35,050

FYO04 $20,400

total $142,250 million
FIA CIP

FY 99 $6,359 million

FYOO $8,050

FYO1 $7,368



FYOo2 $5,937
FYO3 $3,220
FYO4 $2,200
total $33,134 million

IARF total CIP $175,384 million

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

future projects, debt capacity, etc.

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

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

6. What are the historic balances of the 7ARF? Show which major capital projects were
funded in which years?

The published financial reports for the IARF for each year has a schedule in the
very last pages which | find most useful and comparative for AIA and FIA, but they do
not show relationship to projects.

Historic Balance -Net Income (Loss)

AlA FIA Total IARF
FY97 $8,615,979 ($7  .270) $ 892,709
FY96 $6,584,122  ($7. 3,665) ($ 469,543)
FY95 $4,341,090  ($6,039,017) ($2,347,927)
FY 94 $1,261,104  ($7,292,081) ($6,030,977)
FY93 $3,416,468  ($7,242,494) ($3,826,026)
FY92 $8,004,223  ($7,892,669) $ 111,554
FY91 $16,604,397 ($8,258,443) $8,345,954
FY90 $21,562,965 ($7,837,424) $13,725,541
FY89 $26,282,113 ($6,802,607) $19,479,506
FY88 $24,943,829 ($7,121,223) $17,822,606

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



What the impacts are when the total fund is at a loss should be explained by the IARF
Controller.

The AIA provided a list of major projects and year of funding in their 3/4/98 response,
attachment #6.

7. How long is the proposed project’s life <:d how long is the amortization period?

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

8 Under the current proposal, how long will it be before A1A will need to be expanded
again?

There is a strong possibility, that if estimates and projection within the A1A reports are
experienced, that within 5 years and again in 10 years after this project is corn ’te there
will be another expansion project needed for passenger growth and gate needs. Those
alternatives can be seen in the new “finger” alternatives that would extend out from the

new Concourse C.

The proposed project’s design life and useful life for demand purposes may be different.
As has already been shown the demand may require more building by 2010 or within 5
years after this project. In all fairness, however, the planners have alternatives (at more
costs) which can be expanded to meet growth demands. That information may not have
been presented or clearly explained. Certainly the A1A can explain in detail why this
project is being design for 2005 instead of 2010 or 2015.

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

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

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

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

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



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

One critical point that you may have heard in testimony before the committee is
that at AIA and FIA, you need to combine landing fees and fuel flowage fees in order to
make a comparison to many airports who only have landing fees. You need to have an
apples to apples comparison. What you have been given is an apples to oranges
comparison. How the landing fee number is generated by the industry can reflect entirely

different cost information.
What is needed and what could be supplied if we had more time is a simpler way to

making a comparison at different airports. For instance, it should be possible to use a
standard aircraft size and configuration to determine what it would cost for that particular
aircraft to land at different airports. In that manner you would get an apple to apple
comparison. How the fee was developed and what different cost information was used to
determine the fee wouldn’t matter as much because the end result would show what it

would cost that particular aircraft.

12. How will higher tariffs affect AIA and FIA ability to finance future expansion and

attract new carriers?

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

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

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

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

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

The AIlA responded that “Approx. $36 million was in reserves required by the
AIAS bond resolutions and operating agreement;"

15. How does the passenger facility charge system work?
| believe that the FAA testified in answer to this question.

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



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

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



Additional Information:

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

be answered.

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

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

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

Design Comments:

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

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

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

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



Most of the costs of this bond package are not for reconstruction of Concourse C and the
predictable growth but to remodeling of the existing main terminal areas. As such there
is a considerable risk associated with the remodel of the main terminal because of its age.
Therefore, there is also a considerable likelihood that additional and unexpected costs
may occur. The main point here is that this portion of the project is high risk and

potentially more costly.

In examining the design process a few questions do come up that may need to be

explained.

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

We know that at least some effort has gone into the needs and resultant projects that air
cargo will have because of the recently prepared LO|1 that has issued to FAA. Therefore,
AlA should be able to report what air cargo development is needed .

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

funding of this amount is requested?

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

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

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

reasons.

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

specific issues?

When we reviewed the design alternatives, it became apparent that some consideration
had been given to moving all regional operations to Concourse A. One of the reasons
given for not pursuing this design was that the FAA saw some problems. When we
reviewed the FAA letter, we remained unclear as to any serious objections. Furthermore,



there was no letter from the FAA that we were given which discussed the possible safety
considerations to having both jet and non-jet aircraft operating in the new Concourse C
areas together. Perhaps there should be a letter requested from FAA that discusses
any potential safety problems associated with the current design where jet and non-
jet operations are both located at Concourse C.

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

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

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

4. Peak Hour Passenger Design:

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

view.

The design presented in the bond package is based on peak hour passenger
volumes as a standard industry method of designing terminals, resulting in a facility
designed to meet the needs of at most 0.07% of the annual enplaning passengers at
AIlA, or at most 8.7% of the daily passenger activity during the peak month of August,
occurring only between the late night hours of midnight and 2 AM. (Annual
enplanements 1997 total 2,076,936, peak hour passengers enplaned 1,460 or .0007 see
Hirsh Table I1-1 after page 10)

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

5. Baggage Check-in/Claim Needs:

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

“Direct transfer of baggage from aircraft to cruise ships and hotels for land
packages could initially be implemented at AIA without significant terminal construction
or investment by either airlines or the tour companies.”
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Additionally, “Remote check-in could potentially provide the highest level of
service to the passenger with the least amount of confusion, but be more difficult to

implement.”

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

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

Cost Comments:

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

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

3. Will the AIA Controller be required to provide written assurances for the bond
package that the accounting information and cost information is accurate,
complete and in accordance with generally accepted accounting principles?

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

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

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

by AIA and the bond counsel.



The following are certain cost or accounting issues that may need to be further examined
or clarified:

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

a At the top of the page titled Concourse C Funding, there are three
appropriations, AR65837, AR59898, AR 63836 totaling $14,700,000. When
AR 63836 for $4.5 million was submitted to the Legislature there was a
commitment to seek AEP funding in the amount of $1,690,000 (see
Attachment 9, page 1, 1994 AIA Term Expand Design, near the bottom of the
list). Has the AIP funding been requested or received, and if not, please
explain?

b. Within the text of the Concourse C Funding report, noted above, there is a line
item for Terminal Schematic Design, Schematic Design and Admin in the
amount of $605,878. Directly above that is the line item Terminal
Assessment totaling $2,400,000. This information was prepared by the AIA
consultants. Was this information substantiated or verified with the AI1A
accounting section? What was their input or response as of 2/11/98? Did
it differ from the information being presented to the Legislature? Please

explain.

2. Leif Selkregg Associates:

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

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

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

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

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



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

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

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

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

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

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

fee.

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

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

6. Interest Rates:



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

We examined this question and have determined the following:

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

The long answer is:

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

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

start this summer (1998).

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

compared to the actual growth of 3.9 percent.

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

the federal deficit”.

RECOMMENDATIONS:
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1 Should the Legislature decide to move forward with a bond package authorization in

any manner which ailows the AIA to continue with this project, we strongly
recommend that there be some mechanism which allows you to maintain a
continuous oversight of the project by having a assigned person to be a part of the
project team (with no decision making responsibility) to merely provide oversight
and reporting to the Legislature. That person may not need to be full time but should
plan on being involved in status meetings every week. That person could easily be
funded out of the project. That person should be experienced with and
knowledgeable about the A1A and its processes. This effort could be considered part

of the Quality Control process.

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

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



