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Sponsor Statement

The Licensed Professional Counselor bill establishes a board to license and regulate
experienced Masters and Doctoral level professional counselors whose education and
experience do not fall within the existing behavioral health specializations of Licensed
Clinical Social Worker, Licensed Marriage and Family Therapist, Psychologist, or
Psychological Associate.

This legislation is good for counselors and good for consumers. For counselors, the
option to obtain a license in their field puts them on par with other professionals in the
behavioral health field, and opens doors to employee assistance programs that currently
require that service providers have a license to qualify for their program. Furthermore,
the opportunity to obtain licensure in their field increases job security and enhances
employment opportunities for professional counselors who wish to practice beyond the
scope of a private practice. This bill does not bar professional counselors who are
already practicing without a license and who wish to continue doing so, from
continuing their practice within the State of Alaska.

SB 331 also benefits the Alaskan consumer by identifying competent counselors who
have met standards of quality established by the Legislature and the board. It institutes
grievance procedures and legal recourse for clients of Licensed Professional Counselors
who believe they are victims of fraudulent, unethical or negligent practices. W:ith
employee assistance needs met, SB 331 has the potential to give consumers more choice
in the selection of mental health service providers.

Currently 44 other states already license or certify professional counselors. There are
over 48,000 Licensed Professional Counselors nationwide. W ithin Alaska there are
hundreds of people who are eligible for this license. Because mostindividuals who are
eligible for licensure are already working with clients who are appropriate under this
license, licensing them should not significantly impact other licensed mental health

professionals.

The fees that Licensed Professional Counselors pay will cover the cost of the board and
licensing process.

A full sectional analysis is available from my office.
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An Act regFl)JIating_Iicensed professional counselors; requlating use of the titles
'Licensed Professional Counselor' and 'Licensed Counselor; amending Rule
504(a)(3), Alaska Rules of Evidence; and providing for an effective date.

Sectional Analysis

The Licensed Professional Counselor bill establishes a board to license and
regulate experienced M asters and Doctoral level professional counselors whose
education and experience do not fall within the existing behavioral health
specializations of Licensed Clinical Social Worker, Licensed M arriage and Family

Therapist, Psychologist, or Psychological Associate.

This legislation is good for counselors and good for consumers. For counselors,
the option to obtain a license in their field puts them on par with other
professionals in the behavioral health field, and opens doors to employee
assistance programs that currently require that service providers have a license
to qualify for their program. Furthermore, the opportunity to obtain licensure in
their field increases job security and enhances employment opportunities for
professional counselors who wish to practice beyond the scope of a private
practice. This bill does not bar professional counselors who are already
practicing without a license and who wish to continue doing so, from continuing

their practice within the State of Alaska.

SB 331 also benefits the Alaskan consumer by identifying competent counselors
who have met standards of quality established by the Legislature and the board.
It institutes grievance procedures and legal recourse for clients of Licensed
Professional Counselors who believe they are victims of fraudulent, unethical or
negligent practices. With employee assistance needs met, SB 331 has the



potential to give consumers more choice in the selection of mental health service

providers.

Currently 44 other states already license or certify professional counselors. There
are over 48,000 Licensed Professional Counselors nationwide. W ithin Alaska
there are hundreds of people who are eligible for this license. Because most
individuals who are eligible for licensure are already working with clients who
are appropriate under this license, licensing them should not significantly impact

other licensed mental health professionals.

The fees that Licensed Professional Counselors pay will cover the cost of the

board and licensing process.

SeCUOn 1. This section amends AS 08 by creating a chapter licensing
professional counselors based on specific outlined criteria. It also specifies the
general make-up, duties and prerogatives of the Board of Professional

Counselors.

Page 1, line 8 through page 2, line 8 (Article 1) establishes a five member
board, with one public member who is unrelated to the field, at least one
private sector member, and at least one public sector member.

o Page 2, line 9 through 23 (Article 1) outlines the duties of the board,
consistent with language in AS 08.01, with the addition of duties that relate
specifically to licensing professional counselors, supervisor criteria and
certification, establishing continuing education requirements, adopting a code
of ethics, and establishing education and training requirements for the use of

assessment instruments.

o Page 2, line 24 through page 3, line 2 (Article 2) specifies that this is a "title”

restriction bill, not a "practice" restriction bill. This language prohibits the
use of the titles "Licensed Professional Counselor" or "Licensed Counselor”
by wunlicensed counselors. Violation of this prohibition 1is a class B

misdemeanor.

' Page 3, ”ne 3 through J Age 4, ”ne 5 (AftiCle 2) outlines the qualifications

needed to be a Licensed Professional Counselor.

. Page 4, ”ne 6 through 14 (AftiCle 2) gives the board the ability to license an
individual from another state if that other state's licensing requirements are

equal to or greater than those of Alaska.



. Page 4, line 15 through 23 (Article 2) gives the board the ability to license an
applicant who is educated in a foreign country providing the individual
meets the requirements listed in AS 08.29.110 (excepting AS 08.29.110(a)(5)),
has earned a degree that is equal to one earned through an accredited United
States program, and speaks the English language.

. Page 4, ”ne 24 thrOUgh 27 (AftiCle 2) requires that licenses be renewed every
two years based on the completion of continuing education requirements as

outlined by the board.

o Page 4, line 29 through page 5 line 19 (Article 3) pionibits Licensed

Professional Counselors from revealing to another person communications
made to them by clients about a matter which the client has divulged to the
counselor in a professional capacity. This section also lists exceptions where
the standard practice of confidentially of communications may notapply.

* Page 5, line 20 through page 6, line 3 (Article 3) aiows the board to certify
licensed mental health workers as supervisors for the purpose of supervising
professional counselors who are seeking their 3,000 hours of supervised

experience as mentioned in Section 08.29.110(6).

' Page 6, ||ne 4 through 19 (AmCle 3) requires Licensed Professional
Counselors supply each client with a disclosure statement including
information listed in 1-5 of Sec. 08.29.220 before the performance of services

and before the client may be charged a fee.

' Page 6, ”ne 20 through 23 (AftiCle 3) prohibits Licensed Professional

Counselors from performing practices that are not covered within the scope
of their training or education. This is true even if that practice is stated in the

definition of the "practice of professional counseling."

. Page 6, ”ne 25 through page 7, ”ne 24 (AftiCle 4) provides grounds for denial

of a license or for disciplinary sanctions by the board against a Licensed

Professional Counselor or new applicant.

o Page 7, line 25 through page 8, line 18 (Article 4) defines the scope of

"practice for professional counseling,"” and "supervision."”

Section 2. This section adds Board of Professional Counselors to A_S 08.0_1.010_, a
section listing which boards are covered under Chapter 01, Centralized L|Cen3|ng

under Title 8.



SeCUOn 3 This section amends AS 08.01.050(d) to include the Board of Licensed
Professional Counselors to the listof boards that can contractout for treatment of

licensed people who abuse alcohol, drugs or other substances.

SeCUOn 4 This section brings the Board of Professional Counselors under the
sunset provision listed in AS 08.29.010. The Board's sunset date isJune 30, 2002.

SeCt|0n 5. This section amends Rule 504 to include Licensed Professional
Counselors in Alaska's rules regarding confidentiality between client and

psychotherapist.

SeCUOn 6 Under this transitional provision, an individual who meets the
following criteria may be "grandparented" into being a licensed professional
counselor. The individual must meet all of the requirements listed in Section 6.

SeCtion 7 This section allows the board to establish regulations required in
order to implement the licensing of professional counselors, providing those
regulations will not take effect until the effective date of this bill. Board members
appointed to the first board are not required to be licensed until March 1, 2000,
but must meet the requirements of this chapter when they are appointed.

SeCUOn 8 This section creates the Board of Licensed Professional Counselors

upon passage of this legislation.

Sectlon 9 This section states that the "grandparenting" provision of this
legislation will take effect on January 1, 1999.

SeCtIOH 10 This section states that this legislation upon passage will take effect
on March 1, 1999. This date does notapply to the dates listed in Sections 8 and 9.
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CS FOR SENATE BILL NO. 334(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - SECOND SESSION
BY THE SENATE FINANCE COMMITTEE

Offared:
Refenad:

SoEN©): SENATE FINANCE COMMITTEE
A BILL

FOR AN ACT ENTITLED
"An Act relating to guidelines and standards for state training programs;
relating to the Alaska Human Resource Investment Council; extending the
termination date of the state training and employment program; and providing for

an effective date."

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

* SeC“On 1. AS 44.19.620(a) is amended to read:

(a) The Aaska Human Resource Investment Council is established in the
Office of the Governor. The council consists of the following voting members, not to

exceed 21 [26]:

(1) the lieutenant governor or the lieutenant governor's designee;

(2) [THE COMMISSIONERS OF COMMERCE AND ECONOMIC
DEVELOPMENT, COMMUNITY AND REGIONAL AFFAIRS, EDUCATION,
HEALTH AND SOCIAL SERVICES, AND LABOR, OR EACH RESPECTIVE

COMMISSIONER’S DESIGNEE;
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(3)] one representative from the University of Alaska;

£21 [(4)] four additional representatives of education, with one from

local public education, one from secondary vocational education, one from a

postsecondary vocational education institution, and one from adult basic education;

(4) [(5)] four representatives of business and industry, with at least one

representative from the private industry councils appointed under 29 U.S.C. 1512 and

subject to reconstitution under 29 U.S.C. 1515;

(5) [(6)] four representatives of organized labor Whom [THAT] the

governor shall appoint from lists of nominees submitted by recognized state labor

organizations;

the governor may reject a list submitted under this paragraph and

request that another list be submitted;

(6) [(7)] at least one representative from an organization representing

employment and training needs of Alaska Natives;

organization;

(7) [(8)] at least one representative of a community-based service

(8) [(9)] at least one representative who has personal or professional

experience with developmental disabilities; and

(9) [(10)] at least one and up to four additional members of the private

sector to ensure a private sector majority and regional and local representation on the

council.

* Sec. 2 AS 44.19.620 is amended by adding new subsections to read:

(c) The commissioners of commerce and economic development, community

and regional affairs, education, health and social services, and labor serve as advisory,

nonvoting members of the council.

(d) A member of the council under (a) or (c) of this section may appoint a

designee to serve in place of the member named in (a) of this section. The member

shall appoint the designee in writing.

* Sec. 3. AS 44.19.621(a) is amended to read:

(a)

Members of the Alaska Human Resource Investment Council other than

those listed in AS 44.19.620(a)(1) and (c] [(2)] are appointed by the governor and

serve at the pleasure of the governor. The governor may appoint one person to (111

:SSB 334(FIN)
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two or more of the places listed in AS 44.19.620(a) if the person is qualified in al
of the areas the reiaon represents. A member appointed to fill more than one
place under this subsection is entitled to only one vote and may appoint only one
designee to replace the member in the event the member is unable to attend a
meeting.

* Sec. 4. AS 44.19.621(b) is amended to read:

(b) The voting members of the council other than those listed
AS 44.19.620(a)(1) and (c) [(2)] serve for staggered four-year terms and may serve
until a successor is appointed. An appointment to fill a vacancy shall be made in the
same manner as the original appointment and for the balance of the unexpired term.

* Sec. 5. AS 44.19.622 is amended to read:

Sec. 44.19.622. Compensation. Members of the Alaska Human Resource
Investment Council listed in or appointed under AS 44.19.620(a). including a designee
ofa member attending in place of the member, serve without compensation but are
entitled to per diem and travel expenses authorized by law for boards and commissions
under AS 39.20.180. Nonvoting members of the council appointed under
AS 44.19.620(b) serve without compensation and are not entitled to per diem and
travel expenses. A commissioner appointed under AS 44.19.620(c) or the
commissioner's designee is entitled to per diem and travel expenses as a state
employee.

* Sec. 6. AS 44.19.623 is amended to read:

Sec. 44.19.623. Officers. The Alaska Human Resource Investment Council
shall elect a chair and a vice-chair from among the members listed in or appointed
under AS 44.19.620(a)(4) [AS 44.19.620(a) WHO ARE FROM THE PRIVATE
SECTOR. THEY SHALL ALSO ELECT A VICE-CHAIR]. The chair and vice-chair
serve in their positions at the pleasure of the council.

* Sec. 7. AS 44.19.624 is amended to read:

Sec. 44.19.624. Meetings, quorum, and committees, (a) The Alaska Human
Resource Investment Council shall meet not more than two times in a calendar year
at the call of the chair to conduct its business. A majority of the members listed in or

appointed to the council under AS 44.19.620(a) constitutes a quorum.

CSSB 334(FIN)
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(b) The council shall establish an executive committee and four permanent

standing committees as described in (c) - fg) of this section. The chair of a

permanent standing comm ittee must be from the private sector. The council may

establish additional standing committees and special committees or subcommittees,

not necessarily consisting of council members, to advise and assist the council in

carrying out its functions assigned by federal or state statute. The permanent

standing comm ittees are

(1) the assessment and evaluation committee;
(2) the policy and planning committee:
(3) the employment and placement committee: and

(4) the workforce readiness committee.

* Sec. 8. AS 44.19.624 is amended by adding new subsections to read:

(c) The executive committee consists of the chair and vice-chair of the council,

the immediate past chair of the council, and the chairs of the four standing committees

described in (d) - (g) of this section. The executive committee has the duties and may

exercise the powers of the council between meetings of the council. The executive

committee shall

(1) report to the council in a timely fashion on actions taken on behalf

of the council; and

council.

(2) supervise the affairs of the council between regular meetings of the

(d) The assessment and evaluation committee shall

(1) assess and evaluate programs, initiatives, and the delivery of

services to help to ensure equitable distribution of quality education, training, and

employment services statewide, especially to rural areas and to programs serving

economically disadvantaged citizens;

(2) call for and monitor the workforce development system for

increased accountability in performance and continuous quality improvement along the

goals and strategies of the council’s overall statewide strategic plan for workforce

development;

CSSB 334(FIN)

(3) use evaluation and performance measures to gauge customer

-4-
New Text Underlined [DELETED TEXT BRACKETED)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

WORK DRAFT WORK DRAFT 0-LS1529\L

satisfaction within the workforce development system; and
(4) perform other duties assigned by the council.
(e) The policy and planning committee shall
(1) build policies regarding day-to-day operations and long-term
responsibilities of the council;
(2) work to increase awareness of the council and its mission
throughout the state;
(3) work with all other committees on a statewide strategic plan for
workforce development; and
(4) perform other duties assigned by the council.
(0 The employment and placement committee shall
(1) ensure the statewide strategic plan for workforce development
addresses
(A) customer needs at the local level;
(B) moving welfare recipients into the workforce;
(C) promoting the hiring of state residents in jobs that have
traditionally been tilled by out-of-state workers;
(D) tailoring employment and training programs to suit stat'.
business, industry, and economic development needs;
(2) monitor the coordination of service delivery to promote efficiency
and to prevent overlap of services among programs; and
(3) perform other duties assigned by the council.
(g) The workforce readiness committee shall
(1) provide oversight for training, education, and employment programs
to ensure the programs are delivering education and training that is relevant to local
market needs and the career goals of state residents;
(2) build partnerships between employers and quality workforce training
programs;
(3) work to connect the state public and private education systems with
business, government, and labor to ensure that state residents are receiving workforce

readiness skills throughout the education process; and

-5- CS ,B 334(FIN)
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(4) perform other duties assigned by the council.

* Sec. 9. AS 44.19.626(b) is amended to read:

(b) The council shall

(1) facilitate the development of statewide policy for a coordinated and
effective employment training and education system in this state;

(2) identify the human resource investment needs in the state and
develop a plan to meet those needs;

(3) review the provision of services and the use of money and resources
by the human resource programs listed in AS 44.19.625;

(4) assume the duties and functions of the state councils described
under the laws relating to the federal human resource programs listed in AS 44.19.625;

(5) advise the governor® [AND] state and local agencies, and the
University of Alaska on the development of state and local standards and measures
relating to applicable human resource programs;

(6) submit, to the governor and the legislature, a biennial strategic plan
to accomplish the goals developed to meet human resource investment needs;

(7) monitor for the implementation and evaluate the effectiveness of the
strategic plan developed by the council;

(8) adopt regulations that set standards for the percentage of a
grant that may be used for administrative costs: ihe regulations must clearly
identify and distinguish between expenses that may be included in administrative
costs and those that may not be included in administrative costs: the percentage
allowed for adm inistrative costs may not exceed the lesse »of 15 percent or the
amount permitted under the requirements of a federal program, if applicable:

(9) report annually to the legislature, bv the 30th day of the regular
legislative session, on the performance and evaluation of training programs in the
state subject to review under (f) of this section: and

(10) identify wavs for agencies operating programs subject to
oversight bv the council to share resources, instructors, and curricula through
collaboration with other public and private entities to increase training

opportunities and reduce costs;

-6-
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(11) [(8)] adopt regulations under AS 44.62 (Administrative Proced

Act) to carry out the purposes of AS 44.19.620 - 44.19.627.

* Sec. 10. AS 44.19.626 is amended by adding new subsections to read:
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(d) The council shall provide oversight for employment-related education
training programs operated by the state or operated under contract with the state that
are described in (f) of this section. The council shall require a training program listed
in (f) of this section to meet the requirements of this subsection. The council shall,
by regulation, establish appropriate penalties for programs and individuals who fail to
meet the requirements of this subsection. The council may recommend to the
legislature changes to enhance the effectiveness of the training programs it oversees
under this section. A training program described in (f) of this section funded with
money appropriated by the legislature must

(1) meet the standards adopted by the council concerning the
percentage of a grant that may be spent on administrative costs;

(2) be operated by an institution that holds a valid authorization to
operate issued under AS 14.48 by the Alaska Commission on Postsecondary Education
if the program is a postsecondary educational program operated by a postsecondary
educational institution subject to regulation under AS 14.48;

(3) provide to the Department of Labor the information required by the
department for the preparation of the statistical information necessary for the council

to evaluate programs by the standards set out in (e) of this section.

(e) The council shall develop standards that encourage agencies to contract for
training progran s that maximize the program’s class size. The council shall adopt
standards for the evaluation of training programs listed in (f) of this section with

regard to the following:

(1) the percent of former participants who have a job one year after

leaving the training program;

(2) the median wage of former participants seven to 12 months after

leaving the program;

(3) the percent of former participants who were employed after leaving

the training program who received training under the program that was related to their

CSSB 334(FIN)
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somewhat related to their jobs seven to 12 months after leaving the training

program;

(4) the percent of former participants of a training program who

indicate that they were satisfied with or somewhat satisfied with the overall quality of

the training program;

(5) the percent of employers who indicate thatthey were satisfied with

the quality of thework of new employees who had recentlycompleted the training
program.

(f) The following training programs are subject to the provisions of (d) and (e)
of this section:

(1) in the Department of Administration: Alaska Professional

Development Institute, providing continuing education and training for employed

workers;

(2) in the Department of Community and Regional Affairs or operated

by the department:

334(FIN)

(A) One Stop Career Center;

(B) Job Training Partnership Act programs, assisting
communities in moving toward a self-sustainable economy and providing
training;

(C) state training and employment program (AS 23.15.620),
providing training and employment services for people who are unemployed or
likely to become unemployed, fostering new jobs, and increasing training
opportunities for workers severely affected by fluctuations in the state economy
or adversely affected by technology advances in the workplace;

(3) in the Department of Education or operated by the department:

(A) employment-related adult basic education;

(B) School-to-Work;

(C) vocational education and Tech Prep;

(D) Alaska Career Information System;

(E) high school completion project;

(F) Kotzebue Technical Center;

-8-
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(G) Alaska Vocational Technical Center;
(4) in the Department of Health and Social Services: Alaskans on
Temporary Assistance Plan employment education and job training programs;

(5) in the Department of Labor:

(A) unemployment insurance grants provided under the federal

training relocation assistance program;

(B) Alaska works programs, assisting with the welfare-to-work

program;

(C) state training employment program, coordinated with the

Department of Community and Regional Affairs.

(9) The council shall assess the programs listed in this subsection and make

recommendations to the legislature in its report required under (b)(9) of this sec”on
about whether to include one or more of these programs under the requirements of (f)

of this section:

(1) in the Department of Community and Regional Affairs or operated
by the department:

(A) local government assistance training and development,
including the rural utility business advisory program;

(B) energy operations, providing training in management and
administration of electric utilities and bulk fuel storage systems;

(2) in the Department of Corrections:

(A) Correctional Academy, training individuals applying for a
correctional officer position;

(B) inmate programs, providing vocational technical training and
education courses for inmates preparing to be released from a correctional
facility;

(C) correctional industries program, providing inmates with jobs
while they are incarcerated;

(3) in the Department of Environmental Conservation:

(A) remote maintenance worker program, providing training al

technical assistance to communities to keep drinking water and sewage disposal

-0- CSSB 334(FIN)
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systems running, and providing on-the-job training to local operators;
(B) water and wastewater operator training and assistance;
(C) federal drinking water operator training and certification;
(4) in the Department of Military and Veterans' Affairs: educational
benefits for members of the Alaska National Guard and the Alaska Naval Militia;
(5) in the Department of Public Safety:

(A) fire service training to maintain emergency training skills
for existing fire fighter staff and volunteers and individuals interested in
becoming fire fighters;

(B) Public Safety Training Academy, training trooper recruits;

(6) in the Department of Transportation and Public Facilities:

(A) engineer-in-training program, providing on-the-job training
for apprentice engineers to enable them to gain the experience necessary to be
certified;

(B) statewide transportation improvement program, offered by
the United States National Highway Institute;

(C) local technical assistance program, transferring technical
expertise to local governments;

(D) Native technical assistance program, transferring technical

expertise to Native governments;
(E) border technology exchange program, to coordinate highway
issues with the Yukon Territory;
(7) in the Department of Education: vocational rehabilitation client
services and special work projects;
(8) in the Department of Labor: employment services, including job
development, assisting individuals in finding employment, and assisting employed

individuals in finding other employment.

(h) The University of Alaska shall evaluate the performance of its training
programs using the standards set out in (e) of this section and shall provide a report

on the results to the council for inclusion in the council’s annual report to the

legislature.

CSSB 334(FIN) _ «10-
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(i) The council shall review each program listed in (f) of this section to
determine whether it is in compliance with the standards set out in (d) and (e) of this
section. If the council finds that a program has failed to comply with the standards
set out in (d) and (e) of this section, it shall notify the program director of the failure.
If the program director fails to improve the performance of the program within a
reasonable time, the council shall notify the governor and the legislative budget and
audit committee that the program is out of compliance. A contract entered into by a
state agency relating to a training program set out in (f) and (g) of this section must
contain terms consistent with this section.

(j) A department that operates or contracts for a training program listed in (f)
of this section shall pay to the council a management assessment fee not to exceed .75
percent of the program’s annual operating budget. The total amount received as
management assessment fees may not exceed the council’s authorized budget for the
fiscal year. The council shall, by regulation, establish a method to determine annually
the amount of the management assessment fee. If the amount the council expects to
collect under this subsection exceeds the authorized budget of the council, the council
shall reduce the percentages set out in this subsection so that the total amount of the
fees collected approximately equals the authorized budget of the council for the fiscal
year. The council shall adopt regulations under AS 44.62 (Administrative Procedure
Act) necessary to administer this subsection. A management assessment fee collected
under this subsection shall be deposited in the human resource investment account in
the general fund. The legislature may make appropriations from the account for the
operation of the Alaska Human Resource Investment Council. Nothing in this
subsection creates a dedicated fund.

(k) Upon the enactment of a new federal or state program relating to work
force development, the council shall

(1) advise the governor and the legislature on whether the council
should provide oversight for the new program under this section; and

(2) make recommendations necessary to streamline and coordinate state
efforts to meet the guidelines of the new program.

(1) For purposes of this section, "program"”

-11- CSSB 334(FIN)
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(1) does not refer to the overall activities of an individual institution
or individual fields of study or courses that are not associated with programs for which
the council has oversight responsibility;

(2) may include a certificate or associate degree course or a course that
is not for credit, whether it is offered by a public or private institute or contracted for
by the private sector, so long as it is related to employment.

* Sec. 11. Section 6, ch. 116, SLA 1996, is amended to read:

Sec. 6. AS 23.15.620, 23.15.625, 23.15.630, 23.15.635, 23.15.640, 23.15.645,
23.15.651, and 23.15.660 are repealed June 30, 2002 [1998].

* Sec. 12. TRANSITION. Notwithstanding the requirement in AS 44.19.623, as amended
by sec. 6 of this Act, that the chair and the vice chair of the council be members of the
council appointed under AS 44.19.620(a)(4), as amended by sec. 1 of this Act, a member who
is serving as chair or vice chair of the council on the day before the effective date of this Act
may continue to serve in that capacity until the expiration of the member’s term of office.
However, if the vice-chair is a commissioner of a department of state government, the office
becomes vacant on the effective date of this Act and the council shall elect a vice chair who
meets the requirements of AS 44.19.623, as amended by sec. 6 of this Act.

* Sec. 13. This Act takes effect immediately under AS 01.10.070(c).

CSSB 334(FIN) _ °12-
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MAR 1 8 1998

March 11 1998

ate of Alaska Legislature onoraple L da Green, Chair
genate State ﬁttarrgs Committee

The H

The Honoraple J War "Vice- Carr
The Honora e [( re mem er
Tne Honorable Miké Miller, member
The Honorable Jim Duncan, member

RE: The Twentieth. Legislature -Second Session
genate ﬁ 341g An act réa%rng to agrlrcultural land

Dear Senators:

The Matanuska-Susitna Borough requests your support and passage of Senate Bill. 41 now
t60re you T rs Bﬁl Wil corre%tat]ecVn?cZI erroreﬁ dt) ;

ﬁ the legal descriptions of Section
Gl e e LG e e Tt T
Tract 301is very rtferent rom¢t eotHer Tracts rrﬁ) ASLS 80-111 right ?Iy Includ Brnt eb“)

The Matanuska- Susrtna Borough acci)urred Fact 30 by paten tr éhe State tAIasé%% H;ter

Ehe Mu rc&a Entil ment ct’? The then classified the land as agriculture on
orougﬁ e) and then sol eag cu r

orougin reta ed ownership 0 te : }ttﬁ ts Ctﬁo efined In oro agd not stat
ﬁ Revo?v p at rgac grrcu tur Tract Sf)

r
?orecfosure Of ItS ||en8 9 %rch ha sec re wrt e agricu tur rrghts

While the borough lost. ts ability to recover the agriculfural rights, it still retains. the
vle?o ment 11 tjt%s provrc\ed? ”ttﬁder b?rotr/ [t code garlt hlas actlﬂr ﬁy elnforlceo[ errgtrts

when needed during the agrrcu?tural developmient of this property

It is important from an administrative and Ieﬂal vrew ojnt that Tract 30 he delet o the
authority for the “development rignts™ I clea yretare y the borough ana notcou ed

Your consideration of this matter is greatly appreciated.

Sincerely
S I,

Mrchae#J Soott
Borough Manager
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MATANUSKA-SUSITNA BOROUGH
350 East Dehlia Avenuo, Palmer, Alaska 99646-6488

LAND MANAGEMENT DIVISION
PHONE: (907) 7454801 FAX: (907) 745-9876

February 17, 1998

Ms. Janie Wineinger, Legislative Aide VIA FAX
Office of Senator Lyda Green

State Capitol
Juneau, AK 99601-1182

RE: Request for technical amendment
to correct legal description
of affected Tracts in SB 109

Dear Ms. Wineinger:

Recently the Matanuska-Susitna Borough became aware that Tract 30
of ASLS 80-111 was included in a provision of SB 109 when it passed
last session. The Matanuska-Susitna Borough 1is requesting a
technical amendment to delete Tract 30 fromthe legislation for the
reasons which follow. A marked up copy of the legislation 1is
attached which indicates the changes needed on pages 4 and 5.

The MatanuBka-Susitna Borough has retained ownership of the
"development rights” (as defined in borough code) in this tract.
The Alaska Revolving Loan Fund (ARLF) acquired the ™agricultural
rights” (which the borough sold to Karen Lee in May, 1981) in this
tract when ARLF foreclosed its lien(s) which Lee had secured with
the "agricultural rights".

I have worked with the Palmer office of ARLF to contact various
individuals within Division of Agriculture, Department of Natural
Resources, and the Attorney General®s office to seek a speedy
remedy to the situation. The conclusion reached 1is that a
technical amendment 1is the solution needed.

The Matanuska-Susitna Borough makes this request for a technical
amendment as early as possible. Please call me at 907-745-9864 if

additional information is needed.

Linda M. Kelley - J
Real Property Analyst ]

Enclosures
cc:  ARLF
Borough Manager
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' TONY KNOWLES, GOVERNCR

W E I F A L A S K A
|

DEPARTMENT OF NATURAL RESOURCES

DIVISION OF AGRICULTURE

CENTRALOPFICB
1800 GLENN HIOHW AY,STB 12
PALMER.ALASKA W64S
PHONE: (507) 743-7200

PAX:  (907)745-7112

PUNT MATERIALS CENTER

HC02 BOX 7440
PALMER,ALASKA 99645-9706
PHOND: (907)748-4469

PAXI (007)746-1568

| NORTHBRN REGION OFFICE
3700 AIRPORT WAY

FAIRBANKS, ALASKA 9970W69?

Mojrch 18, 1998
PHONE: (007)451-2710
FAX: (907)431-2751

Th6 Honorable Lyda Green, Choir
Soi ate State Affairs Committee

Sta :e Capitol, Room 125
Juneau, AK 99801-1182

RE Senate Bill 341 - An act relating to agricultural land

De’l‘r Senator Green:

Thfc Division of Agriculture would like to voice support for SB 341, currently before your
coijimittee. Tract 30, ASLS 80-111 was inadvertently included in SB 109 last session,
and the proposed teohnical amendment to remove the parcel will 6olve the title problem
forfboth the Mat-Su Borough and ARLF.

Thi Borough received patent from the State of Alaska to Tract 30 under the Municipal
Entitlement Act in 1981. The Borough contributed this parcel to the Pt. MacKenzie
Agricultural Project Sale held in 1981, and provided financing as well. The Borough
recorded Conditions & Restrictions on this parcel restricting use to agricultural only, as
defined by the borough. All “Non-Agricultural Surface Estate Interests” were retained by

theMat-Su Borough.

AIMLF financed the development of Tract 30 and the loans were partially secured by a
Dejsd of Trust on the property. The Borough subsequently subordinated its position to
APTVF. In December, 1991, ARLF received a Trustee’s Deed to the (borough)

Agricultural Rights through Non-Judicial Foreclosure.

After considerable research and meetings held with the Land Management Division oftho
Bo ough, the Attorney General’s Office and ARLF staff, it was determined that Tract 30
is tfie only parcel designated in SB 109 that has split title and borough agricultural rights.

P. 2

4fc.
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Set.Lyda Green
March 18,1998
02

IDivision certainly supports SB 341 which deletes reference to Tract 30 in SB J09. It
allow unclouded development rights for the Mat-Su Borough and will permit the sale
ie agricultural rights by ARLF to be finalized.

Sincerely,

cc: Sen. Riok Halford
Sen. Loren Leman
Sen. Bert Sharp
Sen. Robin Taylor
Sen. John Torgerson
Sen. Georgianna Lincoln
Michael J. Scott, Mat-Su Borough Manager



ALASKA STATE LEGISLATURE

Interim S0t
600 East Railroad Avenue Slate Capitol
Wasilla, Alaska 99654 Juneau. Alaska 99801-1182
(907) 376-3370 }907% 465-6600

Fax (907) 465-3805

(907) 376-3157

Fax

SENATOR LYDA GREEN

SENATE DISTRICT N

Sponsor Statement
Senate Bill 341

“An Act relating to agricultural land; and providing for an effective date.”

Senate Bill 341 will correct a technical error in the legal descriptions of Section 14(b), Ch
20, SLA 1997 passed in SB 109, last session.

The Matanuska-Susitna Borough acquired Tract 30 by patent from the State of Alaska
under the Municipal Entitlement Act. The borough then classified the land as agriculture
and then sold the agricultural rights of Tract 30 to a farmer in May, 1981. The Borough
retained ownership of the development rights. The Alaska Revolving Loan Fund later
acquired the agricultural rights in Tract 30 by foreclosure of its lien which the farmer had
secured with the agricultural rights. The Borough still retains tire development rights

provided for under borough code.

Tract 30 is the only parcel designated in SB 109 that has a split title and borough
agricultural rights. Passage of SB 341 will delete reference to Tract 30 in SB 109 and it
will allow unclouded development rights for the Borough and will permit the sale of the
agricultural rights by the Alaska Revolving Loan Fund to be finalized.

Senate Bill 341 is supported by the Department of Natural Resources, Division of
Agriculture and the Matanuska-Susitna Borough.

Sen.ilor_l.ydii .Green.@loj;is.sUito.dk.us
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Air Transport Association

March 17, 1998

Honorable Jerry Ward
Chairman, Senate Transportation Committee

Honorable Bill Williams
Chairman, House Transportation Committee

Honorable John Cowdery
Chairman, Special Committee on International
Trade and Tourism

Alaska State Legislature
Juneau, AK 99801-1182

Re:  House Bill 432, Terminal Expansion 2005

Dear Senator Ward and Representatives Williams and Cowdery:

The Air Transport Association member airlinesland the undersigned carriers
serving Alaska strongly support the proposed expansion of Anchorage International
Airport’s (AlA) Domestic Terminal and urge your favorable consideration of House Bill

432.

The AIA and future economic development of Anchorage are critically dependent
upon the airport’s ability to provide the new facilities needed to meet anticipated growth
in passenger and air cargo traffic. Concourse C, built in the 1950s, does not meet today’s
customer demands and building standards. The airport’s main terminal has only 75% of
the space necessary to serve today’s passengers. By 2000, the existing terminal will

1IATA Member Airlines

Alaska Airlines Evergreen International Airli les United Parcel Service
Aloha Airlines Federal Express US Airways

America West Airlines Hawaiian Airlines

American Airlines Midwest Express Airlines Associate Members
America Trans Air Northwest Airlines Aeromexico

Atlas Air Polar Air Cargo Air Canada

Continental Airlines Reeve Aleutian Airways Canadian Airlines Int'l.

Delta Air Lines Southwest Airlines KLM Royal Dutch Airlines
DHL Airways Trans World Airlines Mexicana Airlines

Emery Worldwide United Airlines

Air Transport Association of America
1101 Pcnmvlv.tma Ave.. NW - Suite 1100 Washmitton, DC 2001M-1707
(202) 626-1000



provide only 60% of the space needed. Public areas ofthe terminal such as the ticket area
and baggage claim currently contain less than half of the space needed to operate

efficiently.

Surface transportation within the airport area is also inadequate. Terminal
curbside roads need to be 50% longer to relieve congestion. A continuous return loop
road is needed for improved safety and convenience.

The proposed project is designed to accommodate the six million passengers who
are anticipated by 2005. The project will add: five new jet gates (for a total of 24); seven
new positions for aircraft serving regional markets (for a total of 20); associated gate
lounges, ticketing areas, baggage claim facilities and an extended curbside road.

The project will also significantly upgrade the existing terminal, roads and
parking, including extending the upper level departure curbside bridge and roads;
replacing Concourse C; expanding terminal space, adding tour group processing space;
and improving air-side facilities. Construction is scheduled to begin by 1999 in order to
be completed in time to meet the expected customer demand of 2005.

While it has been suggested that a number of air carriers do not support the
project as proposed, the undersigned ATA member carriers —which are responsible for
85% of the traffic at AIA -- support the project and urge enactment of House Bill 432.

Moreover, we believe the partnership and decision-making process underlying the
airport expansion plan has been a model of cooperation between government and airlines.
The Department of Transportation has shared information and has sought and utilized
airline industry expertise. We wish this same partnership could be replicated at every

airport nationwide.

We also understand that concerns have been raised about the cost and scope of the
project. As you know, the project will be financed with airport revenue bonds and federal
highway funds. Except for the limited state portion necessary to obtain federal highway
funds for access road improvements, N0 generalfund appropriation is needed from the
State of Alaska for the terminal expansion. The airport revenue bonds will be entirely
repaid through fees paid by the airport users that will be reasonable and consistent with
similar, comparable airports around the country. Given the exceptionally low interest
rates, now is the time for the State of Alaska to seize the opportunity and proceed with
this project in one package. It is not cost-effective to consider any type of phasing of this

work.

In conclusion, we believe this project is needed to cure the existing deficiencies of
the airport and to meet future market demands. The project will provide Anchorage -
indeed, the whole State of Alaska with modem airport facilities that will serve as a
demonstration, throughout the country, of fiscally prudent expansion and modernization.

We urge your support for HB 432.



William S. Ayer
President
Alaska Airlines. Inc.

CA. Howiett
Vice President, Public Affairs
America West Airlines

Irene E. (Nene) Foxhall
Vice President,

State and Civic Affairs
Contmrmal Airlines. Inc.

Harold L. Bevis
Vice President, Public Affairs
Delta Air Lines. Inc.

~raham R. Smith

Vice President, Properties &. Facilities

FEDEX Corporation

Sincerely,

Richard H. Anderson
Senior Vice President
Northwest Airlines, Inc.

Richard D. Reeve
President

Vice President,
Properties & Facilities
United Airlines, Inc.

Joseph E. Richardson
Airport Properties Manager
United Parcel Service
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April 15, 1998

Honorable Jerry Ward

A

REEVE AIRWAYS

le u t

Chairman, Senate Transportation Committee

Alaska State Legislature

Re: Senate Bill 352

Anchorage Terminal Expansion

@002

GULF Of
ALASKA

., NORTH

pacific ocean

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

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

airport users.

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

Thank You.

Sincerely,

4700 W, INTERNATIONAL AIRPORT RD. » ANCHORAGE. ALASKA 99502-1091 » (907) 2431112



House Special Committee on International Trade & Tourism
Response to Additional Questions 3/19/98

Q.1 Has the airport considered the alternatives of building a new terminal in a
new location, rather than adding to and expanding the existing terminal?

Explain the planning process.

Yes, new terminal alternatives were considered as part of the planning
process. The planning team for this project worked with the Airlines to
develop an aviation forecast, statement of need, terminal master plan, and
the concept design for the project. In a series of eight workshops over a six-
month period, fourteen different master plan alternatives for the year 2015
were developed. Ideas from both the planning team and the Airlines were
included in the alternatives. Two of the fourteen alternatives considered
were new terminal concepts that did not preserve the existing terminals.
Each of the 14 concepts was evaluated in a formal decision matrix and three
concepts were selected for further consideration. The preferred master
plan, as selected by the Airlines, combined various aspects of the shortlisted
concepts. Using the Airlines selected master plan for 2015, three 2005
terminal concept designs were developed and evaluated in the same manner.
Again, the Airlines assisted the planning team in developing a preferred
concept, which combined components of the three original concepts.

All concepts, which construct a new terminal at a new location, would
substantially increase the cost of the project. Replacement of existing
terminal buildings, support facilities, parking garage, utilities, curbside and
access roads could easily approach $1 billion.

Q.2 What is the consequence of delaying the project?
A delay of this program will increase risks, increase capital costs to Airlines,

increase current operating costs to the airport and delay addressing serious
deficiencies which currently exist. The Airport, Airlines and DOT,
recognizing the existing terminal deficiencies, have recommended
proceeding immediately with implementation of program to minimize risks,
capital costs and operating costs while meeting documented public needs.
Further, market place conditions for interest rates on revenue bonds are at
record lows and make this an ideal time to put financing in place.
Postponement will risk losing an opportunity to significantly reduce the

long-term cost of this project.

Specific issues are as follows:

Concourse C is substantially out of compliance with seismic, fire, and life safety
codes. Continued operation of Concourse C places the State of Alaska at risk for
liability. Maintenance costs are high to keep the building operational. Major
building systems, such as, heating and roofing face eminent failure. Emergency
funds could be used for temporary solutions, but such costs are “throw away". To
delay demolition of Concourse C places tire airport and the state at greater risk and

increased maintenance cost.

The main ticket lobby in the Domestic Terminal does not meet minimum
guidelines for structural resistance to earthquakes and must be upgraded to



provide for greater public safety. This upgrade is included as a part of the
proposed project.

e The current level of service provided to the traveling public particularly during
the summer months is at a failure rating for ticketing and baggage claim. The
terminal has less that 40% of the area needed for the ticket lobby to serve

today’s passenger traffic.

e As demand for facilities continues to grow, the need to accelerate design and
construction to meet this unserviced demand will increase. Accelerated
schedules cost more and will disrupt the traveling public.

Nobody can predict future interest, rates with certainty, however we do know
that interest rates are currently at a record low. Legislative approval this year
will allow AIA to take advantage of any further reduction in the interest rate over
the next year and pass those savings on to public and Airlines.

e If the proposed bond legislation is not approved this year, there will be
insufficient funding available to advance the design beyond the schematic level.

All work will have to be suspended in Fall 1998.

Q.3  Explain again what happens if an airline leaves Anchorage and other carriers
have to accommodate this traffic. Doesn't this result in higher load factors,
fewer landings, and reduced revenue?

Revenues will not decrease if an airline chooses to leave Anchorage. When
an airline leaves the Anchorage market existing carriers and new carriers
absorb this traffic by increasing their load factors and adding new flights.
This has recently been observed with the departure of MarkAir when other
carriers pick-up the unmet demand.

Q.4 How does the proposed terminal rent compare to other airports nationwide?

The 1995/1996 survey of the American Association of Airport Executives
(AAAE) is the most current national data available. From die 1995/1996
survey the following information is available:

Eer ab§%te Lar%?% W h AR AATRR P PZ%%ZSe
rmlnag SR #4552 64 4 $071
é;')g'c%e Officc  $4786 $38.30 864 R4 8071



Note:

9.6

ékf%ﬁaon aﬁqgij Pl fsor ne%%ﬁ e 8?%211*93(]0 e

Project
Parallel Taxiway East of Romeo
North Airpark Taxiway into Wetlands
Deicing Collection Facility
Engine Runup Pac/D&D Holaing Area
North Airpark Tug Roads
West Airpark Parallel Taxiways
South Airport Tug Roads
Land Acquisition
Roads/Utilities Reconstruction Upqrace
North Airpark Access Road Construction
Runway Extension
Cargo Apron Reconstruction
Cargo Fueling Apron Expansion
Total

Based on 1996 Master Plan. SLx Year CIP and the LOI request.

$9.200000
3,000,000
1,500,000
2100000
5400000
23,000,000
2.000,000
1.000.000
5.500.000
9,000,000
6.200.000
6.000.000
4,500,000
$78,400,000

Re-evaluation of projects and costs occurring with master plan update

currently in progress.

Some of these projects and others to be a part of FAA Letter of Intent

funding.

Projects do not include private cargo development projects underway or

planned by airlines, private developers and others.

How do the proposed landing fees compare to Asian airports?

An International Landing Fees Report was requested from the Airport
Council International in Geneva. Switzerland. This information will be

forwarded as soon as it is received.



Q7

Q.8

9-9

Do the budget percentages given In the last set of answers apply to the total
protect cost of $205.3 million?

Yes, the budget percentages previously provided and shown below apply to
the $205.3 million budget costs. The $190.8 million 1997 project budget
including escalation equals $205.3 million exclusive of financing costs.

Program Contingency 10%
Planning, Environmental & Permitting 2%
Design/Engineering & Construction Admin. 10%
Project Administration 2%
Construction 76%

100%

Total

What is the total bv each funding source for the six-year CIP?

AlA * FIA Total
Federal $ 62,930.0 $ 14,9157 $ 77,845.7
IARF 79.320.0 18.218.3 97.538.3
Total $.0 $ .0 $.0

* Does not include Terminal Project.

How will the airport be able to afford future protects? Aren't we using tip
our bonding capacity?

Other than veiy large projects, such as this terminal project. AIAS
traditionally uses internally generated cash and Federal AIP monies to
finance Its capital program. Although the Terminal Project will use up a
significant share of our present bonding capacity, AIA’s bonding capacity will

increase with increased airport activity.

The financial model developed for the Terminal Project anticipates and
provides for approximately $13 million a year of IARF funds for future ANC
capital projects. To provide a point of reference, ANC capital projects from
FY91 to FY98 have averaged $ 9,100.0 of IARF funds. FY98’s capital budget
requested $ 7,451.0 in IARF funds. Any need to construct large projects in
the future requiring bond financing would be in response to increased
demand, which also means additional revenues and increas< d bond capacity.



9*10 Why do we want to incur debt for 25 years, when another expansion may be

9-11

9<12

9-13

needed in the year 2010 and 2015?

The Terminal Project has a useful life of more than 25 years. Structuring the
debt costs over 25 years and using level debt service, the costs in each
individual year are lower than they would be if the debt had a shorter term.
Paying for it over 25 years will spread the payment of debt costs over the full
group of beneficiaries of the project to the greatest extent possible. The
current project is responding to currently deficiencies and projected needs
through 2005 without “over-estimating” growth by building for 2015 at this

time.

Explain again how a 100-point basis change will affect the cost of the
project.

A 100-point basis change will not affect the cost of the project, but will affect
the total amount paid in debt service and interest over the life of the bonds.

We reviewed the effect of a 100 basis point change in interest rates in
connection with the fiscal note calculations prepared by the Department of
Revenue. The following information relates to both $204 million and $179

million bonding scenarios:

$179 million issue $204 million bond

issue
February 1998 Insured Rates Total Interest Total Interest
$144 million $164 million
Plus 100 basis points Total Interest Total Interest
$178 million $203 million
Plus 200 basis points Total Interest Total Interest
$213 million $242 million

Will the FAA Control Tower need to move for the project or the future
master plan?

The current location of the FAA Control Tower is acceptable for the term of
the Master Plan for 2015. All the Master Plan alternatives and design
concepts show the tower in its present location.

Please provide a 25-vear CIP plan.

There is no 25-year CIP plan. We have a 6-year CIP and the Letter of Intent,

which provides recommendations for a 10-year program. AIA has a Terminal
Master Plan that projects needs to 20 years and a similar Air Cargo Master

Plan is being prepared.



9.14 What is the schedule for the development of the new operating agreement?

9.15.

AlA is in the process of hiring a consultant to help with the development of a
new operating agreement. It is anticipated that the new operating
agreement will become effective with the expiration of the current
agreement.

What is the cost of the AIA office space for the project and specifically the
finish work cost associated with that office space?

AlA office construction and associated finish work is included in the
estimated $142 per square foot construction cost. This cost is exclusive of
the cost of design and administration.
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Airport Bond Questions:

Introduction:------------—--- — - I

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 AlA project
affect the borrowing capacity for FIA?



The simple answer is NO ihe borrowing capacity of AIA and FIA are not sep-'ratc
but arc linked together in the form of the International Aigwrl Revenue Fund (IARF).
s ANdiforoiHiiiue S ebL-immjir*AbA :doeCTffia:i:FTA-Im crEOTing AapflciryiMliut fe:

versa.

AIA 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
(AIA or FIA) the impact is to both airports as they affect the IARF in total.

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

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

The Hirsh report, (“Final Report, AlA, Terminal Expansion Study, date 12/22/97,
Hirsh Associates") table I1-1 indicates that by 2005 the total enplanements are estimated
to be 3,070,000 and by 2015 the enplanements will total 4,440,000 or almost 9 million

passengers.

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

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

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

FYO00 $23,150

FY01 $22,100

FYO02 $16,400

FY03 $35,050

FY04 $20,400

total $142,250 million
FIA CIP

FY 99 $6,359 million

FYO00 $8,050

FYOI $7,368



FY02 55.937
FYO03 $3,220

JFYQ4— SSIQQArr- ==r===LT===N-v==r- S T ;-
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 IARF? Show which major capital projects were
funded in which years?

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

Historic Balance -Net Income (Loss)

AIA FIA Total IARF
FY97 58,615,979  (57,723.270) 5 892,709
FY96 56,584,122  (57.053.665) (5 469,543)
FY95 54,341,090  (56,689,017) ($2,347,927)
FY 94 51,261,104  (57,292,081) (56,030,977)
FY93 53,416.468  ($7,242,494) ($3,826,026)
FY92 $8,004,223  (57.892,669) $ 111,554
FYo1 516,604,397 ($8,258,443) $8,345,954
FY90 $21,562,965 ($7,837,424) $13,725,541
FY89 526,282,113  ($6,802,607) $19,479,506
FY8s 524,943,829 ($7,121,223) $17,822,606

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



What the impacts are when the total fund is at a loss should be explained by the 1ARF
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 and how long is the amortiLation period?

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

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

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

new Concourse C.

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

9. In light of AlA 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.



1. How will the AlA landing fees compare nationally after the proposed S165 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 AIA 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-affcct the project W25E
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 AlA could
supply this information.



Additional Inform ation:

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 AIA to be very cooperative.

Design Comments:

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

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

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

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



Most of the costs of this bond package are not for reconstruction of Concourse C and the
predictable growth but to remodeling of the existing main terminal areas. As such there
is a considerable risk associated with the remodel oiHheMnam 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.

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

We know that at least some effort has gone into the needs and resultant projects that air
cargo will have because of the recently prepared LOI that has issued to FAA. Therefore,
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,



(here was no letter front 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 therfrshould 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 a long walk to
get to Concourse C if they had a connecting flight in that area. However, the reverse
argument will also be true. So someone is going to have to walk.

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

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

4. Peak Hour Passenger Design:

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

The design presented in the bond package is based on peak hour passenger
volumes as astandard 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
AlA, 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 >/ .0007 see
Hirsh Table 11-1 aftcrpage 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."”



)

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 the peak hour passenger volumes needs. What might
be interesting to hear is how these recommendations affected the main terminal remodel
design. The AIA may be prepared to address these comments.

Cost Comments:

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

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

3. 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
FIIW 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 AlA 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-issucs that may need to be further examined
or clarified:

I. 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 S4.5 million was submitted to the Legislature there was a
commitment to seek AIP funding in the amount of $1,690,000 (see
Attachment 9, page 1, 1994 AIA Term Expand Design, near the bottom of the
list). Has the AIP funding been requested or received, and if not, please
explain?

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

2. Leif Selkrcgg Associates:

The contract for Leif Selkregg Associates ana 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 determine what
the budgeted to actual costs are running for this project and found that the Leif Selkregg
authorized contract amount is now at $1,611,082.16.

Furthermore, we examined the period of performance for the tasks to 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
lime limits and therefore, there is a strong possibility that in addition to the already
significant increase of 60+% there could be other increases in the amount of the contract.



There may be a need (o 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

AIlA 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 10%
Project Admin 02%
Construction 76%
Total 100%

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

We reviewed that information to see if we could determine if there might be
additional information available. In the AIA Terminal Concept Package Report #8,
(dated October 1, 1997 in the Cost Estimate section on pages 3 ) there is a summary
report which breaks down the cost for a project total of $190,755,354. If you were to
prepare a schedule of all the PDAC costs as shown in the supporting schedules what you
would find is that there are 568,525.867 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 (5122,229,487) 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 51 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 513
million, there would be a 50.0333 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
different reports. What is implied is that there is a majority of support for this bond
package and design. Perhaps with all the changes in design and different cost
presentations, there should be another vote by the airlines to confirm their
continued support. Such a confirmation might be most useful in the bond package if
there is no progress toward new operating agreements until year 2000.

(. Interest Rates:
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The AIA has used the approach that if we wait until next year the interest rates
could he higher. In recent discussions there has also been the statement that if we move
ahead this year we will be in a position to take advantage of any lower interest rales 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:



Should the Legislature decide to move forward with a bond package authorization in
any manner which allows 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 AIA 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 the process. We recommend that all financial information be
reviewed by the IARF Controller before it is released. That is not being done at
this time at either Anchorage or Fairbanks. The problem is that without this review,
there is a strong possibility for error which has been demonstrated in some of these
comments. If we had more time to do an in-depth review we could provide more
examples. The need is to insure that the process is providing accurate and complete
information. Certainly when the bond package is reviewed in the due diligence
process this financial information and the process used to present the information will
come into question and be of critical significance.
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G atew ay A laska

Improving Alaska’s Gateway to the World

Anchorage International Airport (AIA) has become a vital business center and
Alaska S lirk to the world. Future economic development inAnchorage and
throughout the state will depend upon the airport3 ability to meet this growth iIn
trafficand to provide an acceptable level of service for airport users.

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

2005.

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

years."

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

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

Gateway Alaska program.
Addressing the Needs

Domestic Terminal Redevelopment: Anchorage International Airport domestic
terminal currently offers an unacceptable level of service to the traveling public,

especially during peak summer months.

The airports main terminal has only 75 percent of the space necessary to serve
today"s passengers. By the year 2000, the existing terminal will provide only 60
percent of the space needed. Certain public areas of the terminal, such as the
ticket lobby and bag claim lobby, currently have less than half of the space

needed to operate efficiently.
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baggage claim, curbside and baggage pick up areas.

Itprovides a flexible terminal that can accommodate changes in fleet
mix and other factors that could change in the future.

e Itisa cost effective approach, maximizing the use of existing facilities.
ltprovides for construction while continuing the operations of the
Airport.

ltprovides fexbility for future terminal expansion to meet continued
increased demand.

Program History
Announced by Governor Knowles inNovember 1997, the 10-year, “Gateway

Alaska™ plan calls for improvements and expansion of airport facilities to
support airport operations and access into the airport area.

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

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

implementation program.

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

2015.

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

passenger revenue.

As a parallel effod to the terminal study, the Department of Transportation and
Public Facilities took a look at Intermational Airport Road to see what
improvements may Pp needed toaccommodate the current and projected traffic

demands.

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

10 years.

Terminal and airside improvements: $165 million (1997 dollars)
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mix and other factors that could change in the future.
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Program History
Announced by Governor Knowles inNovember 1997, the 10-year, "Gateway

Alaska" plan calls for improvements and expansion of airport facilities to
support airport operations and access into the airport area.

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

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

implementation program.

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

2015.

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

passenger revenue.

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

demands.

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

10 years.

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



AConcourse C, built inthe 1950"s, 1isboth functionally obsolete and code

"deficient. The roof has been repaired numerous times and stll leaks. The
heating system is literally held together with duct tape. The only sensible and
cost-effective solution to updating this area is to demolish and replace this part

of the terminal.

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

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

Highway Improvements: Improvements to the primary access route to the
airport are needed to meet current and projected trafficdemands. An
interchange at Intermational Airport Road and Minnesota Drive along with
widening of € “Street to six lanes will reduce accidents and improve traffic flow
and circulation associated with projected increases. Additional intersection
improvements along Intermational Airport Road may also be needed as traffic

increases continue.

Program Description

The Gateway Alaska program will renovate and expand the A1A Domestic
Terminal, including airside and landside improvements. Itwill also improve
highway access to the airport through a series of programmed and planned
improvements along Intemational Airport Road.

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

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

This plan meets specific goals and objectives of AIA and the airlines:

e Itprovides the roadway and terminal facilities necessary to meet the

forecast demand.
e ltcreates a fecility with balanced capacities for airside, terminal and

curbside areas.
« Itresolves major deficiencies that exist in current ticket lobbies,



provided through airport revenue bonds.

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

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

Gateway Alaska Program Summary
Terminal Redevelopment Project
Baggage Claim

Problem: Currently, the AIA domestic terminal has only 43 percent of the space
needed to handle baggage. Passengers typically wait an unreasonable amount
of time for their luggage. The baggage claim area, once a test of patience only
during the summer months, isnow inthis condition on a daily basis.

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

TidetLobby
Problem: The existing lobby has only 40 percent of the space needed to

adequately handle passenger ticketing. The result is long lires, a crowded
lobby and frustrated passengers.

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

\ehicle Quriside

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

Proposed Solution:

e Improve the road system to serve the new C Concourse and provide safe
and easy access to all airport fecilities.

e Extend the existing elevated curbside road to the north, and make
corresponding shifts in the roadway accesses to the upper and lower ramps,
rental cars, and short-term and long-term parking.

e Develop a new retum-to-terminal and parking circulation loop to simplify
traffic flow and provide safe circulation inand around the airport terminals

and parking areas.



C Concourse

Problem: C Concourse iscode deficient and functionally obsolete. The 45 year
old fcility is costly to repair and maintain.

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

Retail Area
Problem: Retail concession space is limited and located in areas of the
terminal that are not ideal for maximizing customer shopping. Long lines at

food stands add to the terminal®s congestion and passenger frustrations,
resulting in lost airport revenues from these retail operations.

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

Highway Improvement Projects

Problem: Increased airport traffic requires improved access to AlA.

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

e Build interchange where Intemational Airport Road crosses Minnesota

Drive, (construction start 1998)
« Widen C Street from Tudor Road to International Airport Road.

(construction start 1998)
« Improve International Airport Road, including bike and pedestrian

trails, (est. construction start 1999)
e Intersection improvements and partial realignment of Postmark Road

where itintersects Interational Airport Road. (est. construction 1999)

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

e A new grade separation at intemational Airport Road and the New

Seward Highway.
e Interchange on International Airport Road at Jewel Lake Road and at-

grade railroad crossings to improve safety.
e Improve Old International Airport Road, where many cargo operations

are located.
e Build bike and pedestrian trails along Lakeshore Drive, which winds

around Lake Hood.
e Repair an eroding section of the Tony Knowles Coastal Trail near the

north end of the airport.



Terminal Redevelopment Project Overview:

Today's Situation, Future Needs and Plan ofAction

Anchorage
Internationa
Airport’s
Economic
Importance

Today’s
Situation

Future
Needs

Plan of
Action

State"s # 1 transportation hub
Serves over 5 million passengers per year
-60% Alaskans
-25% Visitors
-15% Intermational Transit
Jobs in the community: about 1 in 10 jobs inAnchorage
- 7,000 airport jobs
-4,000 community jobs

Domestic Terminal inadequate for today S traffic

- Concourse C, built in 1952, isfunctionally
obsolete and code deficient- needs to be replaced

- Ticket lobby isonly 40% of the space needed
today

-Baggage claim lobby isonly 43% of the space
needed today

-Curbside road needs to be 50% longer

-Main terminal provides only 75% of space needed
today

Forecast over 6 million passengers by 2005
- Expanded ticketing and baggage claim
-Tour group processing fecility
-Additional aircraft gates (5 jets, 7 regional parking
positions)
- Improved road access, curbside road, and
parking

Replace Concourse C
Renovate and expand existing terminal and retail core

Extend curbside road
Construct new access road and terminal return road

Expand aircraft gates and aircraft parking



gg”"Terminal Redevelopment Project Information
Elements, Size, Cost, Funding

Major
Elements

Size

Cost

Funding

5 new jet aircraft gates for total of 24

7 new regional aircraft parking positions for total of 20
Expanded and new ticket lobby and baggage claim
Expanded curbside and road system

New tour group processing fecilities

Expanded and new retail space

1997 Domestic Terminal 435,000 sf.

Demolition of C Concourse (85,000) sft.

Replace C Concourse plus

New terminal area 367.000 sf.
717,000 sif.

Project costs in 1997 dollars:

Early construction $ 5 million
Concourse C replacement 78
Terminal renovation and expansion 40
Roads and parking 32
Airside improvements 36

$191.0 million

Federal Highway funds $ 26.3 million
Airport revenue bonds 164.7
FAA funding

*

$191.0 million

*FAA funding being sought to further reduce bond
requirement or payment



Major Elements of Terminal Redevelopment Project

Early Corstruction

e Utility Relocation

Cargo aircraft parking
positions replacement

Modifications for temporary
relocation of airlines and
tenants

Relocate loading bridge

Demolition of C Concourse

C Concourse Replacement
e C Concourse Replacement

Group tour bag facility

Airside Improvements
e Apron

Aircraft hardstands

Roadway and Parking
* Roadway and parking near
terminal

Right of way acquisition

Relocate conmunications, water, sewer gas

Replace two arraaftparking positions displaced by
oonstruction

Relocation of tenants to al low for construction phasing

Relocate Gate B2 loading bridge for construction phasing

Demolish C Concourse

New tidet ladby, baggage claim, gates, goerations, north
terminal connector

Processing faality for tour passengers with baggage

New apron on new C Concourse and adjustments t
Concourse B apron

Seven remote alraraft parking positions for overmight parking of
passenger alraaftand daytime refueling of cargo alraaft

Reconstruction of Intermational Airport Road, new retum loop
road, connection to Postmark Drive, expanded surface parking,
expanded upper curbside by 500 *

Acquire leases and property required forroad improvements



Terminal Renovations
e New construction 30 footexpansion of terminal toward apron Gates A1-A3

30 footexpansion of terminal toward apron Gates A4-5

e Renovation Renovation of tidet lobby and baggage claim



Terminal Redevelopment Project

Review ofProcess and Findings

Process
The planning team has worked with the airlines to review enplanement

(passenger traffic) forecasts and to make input into the master plan ina series
of meetings and workshops over the past year. Both the Airline Technical
Committee and the Airline Affairs Committee have been an integral part of the

terminal concept development.

Forecasts
The enplanement forecasts, which are the foundation upon which the facilities

requirements are based, considered historical air traffic growth, tourism, and
governmental policies affecting intermational trade. Interviews with signatory
airlines provided important information to the forecasting process. The
projected growth for domestic passenger enplanements compares favorably
with FAA"s average percentage growth for the nation over the same time period.

Forecast for ANC US Aviation Forecast
1996 10 2005 = 4.3% 1996 102005 = 4.15%

The forecast and associated program requirements were calculated ina
conservative range to ensure a favorable bond rating and to avoid over—
building. In ligtt of the new tour ships being constructed, the number of new
hotels and rooms, and an on-going effort to market Alaska as a tourist
destination, the above forecast meets this goal.

Program Requirements

The terminal expansion concept developed for the year 2005 Isbased on
aviation forecasts and program requirements which provide reasonable levels
of service to the traveling public during an average summer peak hour. This
means that even with the new expanded terminal fecility, the public wall stll

experience some delays and inconvenience.

Itis important to remember that of the 661,800 s.f. required for the year 2005,
454,761 sf. isneeded to meet today™s passenger traffic. This means that
207,200 sft. i1srequired to meet future demand in the year 2005. Construction
is currently scheduled to be completed in 2004 only one year prior to the

forecast demand.

Impact of Delay or Phasing
To delay or phase construction of the project will result in the lost opportunity to

sell bonds at current historic low rates. The cost to build this same space in the
future would be increased by escalation and potentially higher lending rates on

10



bonds. An extended construction period would also unreasonably
inconvenience the traveling public.

Financial Impact on Airlines
The airline costs resulting from the requested bond package are on the low side

of the average cost to do business at other medium and large hub airports in
the US. This fact does not justify the project, but does show building much
needed facilities at Anchorage Intermational Airport results in landing fees and
terminal rental rates which are sill below the national average.

Comparison of AIA Landing Fee with Other Airports

Ina comparison of AIA projected landing fee with the average landing fees at
other United States airports, AIA compares well. The comparison isbhased on
the 19S6 AlA landing fee (which has since become even lower) with the 1995-
96 American Association of Airport Executives landing fee statistics.

Average Landing Fees

Medium Hub Airports

Passenger Passenger Cargo Cargo
Signatory Non-Signatory Signatory Non-Signatory
$1.19 $1.42 $1.25 $1.46
Large Hub Airports
Passenger Passenger Cargo Cargo
Signatory Non-Signatory Signatory Non-Signatory
$1.79 $2.00 $1.85 $1.95

AlIA Projected Eqguivalent Landing Fee for Year 2002
(efactored from takeoff weight fee of $.92)

$1.16

*Some airports in the US, like Anchorage Intemational, charge a landing fee
that iIs based on aircraft takeoffweights. Other US airports charge landing fees
based on aircraft landed weights. Inorder to fairly compare landing fees, a
conservative calculation ismade above to fairly compare Anchorage®s landing
fee with other airports Manding fees. Inany event, Anchorage 3§ landing fee
compares extremely well with other airports.



irline Vote

Airlines Contributing 89% of Domestic Passenger Airline

Revenue Voted YES

Airlines Representing 84% of Departing Domestic Passengers

Voted YES

Domestic
Passenger
Airlines

Alaska Airlines
Northwest Airlines
Delta Airlines
United Airlines
Reno Air

America West

Era Aviation
Reeve Aleutian
Peninsula Airways

Domestic
Airline

Vote Revenue
Yes  $3,687,952
Yes $1,657,866
Yes $965,639
Yes $851,133
Yes $162,049
Yes $8,519
No $418,539
No $358,033
No $139,477

$8,249,207

%ot

Departing

Total Passengers

45%
20%
12%
10%
2%
0%

5%
4%
2%
100%

947,421
129,380
215,627
151,479
61,616
3,479

201,012
39,593
42.697

1,792,304

*Based on flatline projection of FY 97 activity and rates

%of
Total

53%
7%
12%
8%
3%
0%

11%
2%
2%

100%

Samples of
Increase pe
Departing
Passenger

$0.96
$1.02

$0.58
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Airline Affairs Committee Presentation
Anchorage International Airport
Passenger Terminal Expansion Program

Prlan of Finance

Distribution to the Airline A ffairs Committee

November 5,1997
Addendum to October 15,1997Presentation

November 5,1997 Leif Selkregg Associates Program Management Team
by Hudson AIPF, LLC Aviation, Infrastructure &Project Finance



Airline Affairs Committee Presentation
Anchorage International Airport
Passenger Terminal Expansion Program

Project Components

Note: This chartls included forillustration purposes and uses the Example of the revised Financial Model A
(2001 Completion of Concourse C and 2003 Project Completion).

Total Cost of Project in 1997 Dollars

State Capital Contribution
AIRPORT COST OF PROJECT IN 1997 DOLLARS

Fiscal Year 1998 Allocated Funds
3% Escalation per Cash Flows
24 Months Capitalized Interest
Credit Construction Fund Earnings

Financing Costs Including Bond Insurance

CORE FINANCING

Optional Adjustment: Take Out Capitalized Interest
ADJUSTED WITHOUT CAPITALIZED INTEREST

November 5,1997

Additions in $ Subtractions in $ Netin $
190,800,000
26,300,000
164,500,000
6,100,000
14.500.000
20,000,000
21,000,000
4.700.000

Total Additions Sub-Total Subtractions
230,000,000 53,400,000 176,600,000
20,000,000

Total Subtractions
73,400,000 156,600,000

Leif Selkregg Associates Program Management Team
by Hudson AIPF, LLC Aviation, Infrastructure &Project Finance

Page 2



CORRECTION

THE FOLLOWING DOCUMENT(S)
HAVE BEEN REFILMED TO
ASSURE LEGIBILITY ORPAGINATION

Central Microfilm Services
Dcpartcmen! of Education
State of Alaska



Airline Affairs Committee Presentation
Anchorage International Airport
Passenger Terminal Expansion Program

Plrtan of Finance

Distribution to the Airline A ffairs Comm i itee

November 5,1997
A ddendum to October 15,1997Presentation

November 5,1997 Leif Selkregg Associates Program Management Team
by Hudson AIPF, LLC Aviation, Infrastructure &Project Finance



Airline Affairs Committee Presentation
Anchorage International Airport
Passenger Terminal Expansion Program

Purpose of Addendum

Incorporate State of Alaska Capital Contribution of $26.3 million into Financial Model of terminal rents

and landing fees

Incorporate an assumption of less than 100% occupancy of the Airline Rentable area of the Terminal

when the project comes on line in Fiscal Year 2002
* Incorporate updated concession revenues work based onthe October 15IhDesign Presentation to the

Airline Affairs Committee

Incorporate higher operating assumptions in the areas of Custodial, Maintenance and Utility

e Update fuel flowage fee assumptions

e See pages 7 -11 for details of assumption updates

Leif Selkregg Associates Program Management Team

November 5,1997
by Hudson AIPF, LLC Aviation, Infrastructure A Project Finance

Page 1



Airline Affairs Committee Presentation
Anchorage International Airport
Passenger Terminal Expansion Program

Project Components

Note: This chartis included forillustration purposes and uses the Example of the revised Financial Model A
(2001 Completion of Concourse C and 2003 Project Completion).

Total Cost of Project in 1997 Dollars

State Capital Contribution
AIRPORT COST OF PROJECT IN 1997 DOLLARS

Fiscal Year 1998 Allocated Funds
3% Escalation per Cash Flows
24 Months Capitalized Interest
Credit Construction Fund Earnings

Financing Costs Including Bond Insurance

CORE FINANCING

Optional Adjustment: Take Out Capitalized Interest
ADJUSTED WITHOUT CAPITALIZED INTEREST

November 5,1997

Additions in $ Subtractions in $ Netin $
190,800,000
26,300,000
164,500,000
6,100,000
14.500.000
20.000,000
21,000,000
4.700.000

Total Additions Sub-Total Subtractions
230,000,000 53,400,000 176,600,000
20,000,000

Total Subtractions
73,400,000 156,600,000

Leif Selkregg Associates Program Management Team
by Hudson AIPF, LLC Aviation, Infrastructure A Project FInanco

Page 2



Airline Affairs Committee Presentation
Anchorage International Airport
Passenger Terminal Expansion Program

Total Debt Service Level Each Year

$173,000,000 Project Fund from Bond Proceeds Amortized Over 25 Years

Par Amount of Bonds $177,205,000

Maximum Full Year Debt Service $14,583,284
Average Life of Bonds 16,51 years

Recommendation for Level Debt Service

e Level Debt Service facilitates long-term planning because itcreates a consistent base
e Average Life of debt is substantially less than face term of bonds
e Effect of inflation is to reduce the fixed debt as percentage of total operating costs over time

e Level debt service makes project a gradually decreasing impact on various airport and airline financial rates,
charges and ratios

November 5,1997 Leif Selkregg Associates Program Management Team
by Hudson AIPF, LLC Aviation, Infrastructure A Project Finance

Page 3



Airline Affairs Committee Presentation
Anchorage International Airport
Passenger Terminal Expansion Program

FV 1998 and FY 1999 are zero because of capitalized interest
FY 2000 includes one semi-annual interest payment

FY 2002 is In-Service Date for Concourse C, which is scheduled for completion during FY 2001

Level Debt Service
for $173,000,000 ProJdectFund
Annll>1 Flacel Yeer Not Dobt Service

Leif Selkregg Associates Program Management Team

November 5, 1997 aidc iin a ., iinfnKimr.ium A Protect Flnanca

Page 4



Airline Affairs Committee Presentation
Anchorage International Airport
Passenger Terminal Expansion Program

Summary of Rates and Charges

FY 2001 Completion for Concourse C Replacement
FY 2002 In-Service Date for Concourse C Replacement
24 Months Capitalized Interest

Chart begins with FY 1999 because Rates and Charges forFY1998 were set prior to July 1, 1997

using assumptions which are different from the November 5 Scenarioof ModelA.

Terminal Rents Terminal Rents Year Landing Fees Landing Fees
November 5Scenario October%\SScenario NovemberASScenario OctoberlASScenario
A
3297 3297 1999 0.70 0.69
3324 3324 2000 0.68 0.68
3781 38.65 2001 0.76 0.77
39.71 39.08 2002 093 0.95
40.19 39.36 2003 0.89 093
40.70 39.63 2004 0.86 091
40.72 39.92 2005 0.83 0.89
4044 4021 2006 0.82 0.87
40.75 4051 2007 0.80 0.85
41.07 4081 2008 0.79 0.84
4141 4112 2009 0.77 0.82
41.75 4143 2010 0.75 0.80

November 5,1997 Leif Selkregg Associates Program Management Team
by Hudson AIPF, LLC Aviation, Infrastructure A Project Finance



