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

IMPORTANT ISSUES:
1. Overall construction period from 1999 to 2004 seems too long. A critical path chart, 

however preliminary it may be at this point in time, would be a good reference. None 
has been submitted yet.

2. Along the same line, care should be taken to ensure separate sub-projects are 
completed in carefully coordinated, discrete time packages. The best information we 
iave on discreet sub-projects is Commissioner Perkins letter dated March 19. 1998 
which can be found in Volume 1. Section II. Tab F of the IT&T Committee Binders 
accompanying this memo. This is important information because, to the extent 
possible, we want contracts sized to the capabilities of Alaskan contractors. There is 
a balance to be struck between the number of contracts issued and maintaining sound 
interface between them.

3. The relationship of the Cargo Master Plan to the overall Airport Master Plan is a 
little fuzzy. There should be only one Master Plan containing a comprehensive view 
of development for the whole airport. At the very least, the Airport Master Plan 
cannot be considered complete until the Cargo Master Plan is completed. It is not yet 
completed. So there is some uncertainty about the ability to pay for future cargo- 
related capital projects, within the amortization period of the current project, because 
they haven't all been identified. (Feb 24 Minutes, page 22. Tape #0532) Aside from 
the phantom Cargo Master Plan the Airport’s CIP lists $176 million in projects 
during the planning horizon of 6 years.
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4. A two and a half year construction period for Concourse C may be unnecessarily 
long.

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

6. Additional information should be developed about the possible need for interim 
financing, such as Bond Anticipation Notes, as suggested by Mr. Ross Kinney, State 
Treasurer. The FAA money will come in annual allocations over a span of time 
longer than the construction period. Mr. Kinney and the Airport’s financial 
consultant. Mr. George King, are worried that they won't have enough money on 
hand to pay for construction as needed. However, given the contingency amount 
(20ft). the Passenger Facility Charge revenues that are not yet included in the 
financing (56 million per year), interest during construction, the unexpended 
balances in IARF CIP funds, and surplus revenue in IARF that is traditionally 
rebated to the air carriers, it would seem that actual cashflow will be amply sufficient 
for construction. Bond Anticipation Notes may play a role in this project but not for 
the reason that there w ill be inadequate funds during construction. More likely they 
will be needed if IRS requires tw o offerings instead of one. The Finance Committee 
may want to investigate the likelihood of IRS approval of a single bond offering 
plan.

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

8. DOT/PF has not yet answered the questi» 1 . “what project components can be 
discarded or delayed if costs exceed available funds.” They seem to be worried that 
the legislature w ill curtail the project if they admit to a prioritization. If no 
prioritization is made now. then in the event of cost over runs the only option will be 
to increase expenditures. The legislature should keep both options available; to 
curtail or to increase. There is built-in resistance to curtailment. Herein, raising the
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prioritization issue should not be considered as advocacy for curtailment. Instead, it 
is raised out of necessity for thoroughness in the legislature’s review. Chairman 
Cowdery asked what curtailments would have to be made if interest rates climbed a 
hundred basis points (1%). Mr. George King responded that a 100 basis point 
increase would have no effect because the financial model has that much of a 
cushion built into it (see Volume III, Section VI, Tab D, IT&T Minutes for 02/25/9S, 
Page 12). Staff s conclusion is that it is early enough in the process so that the 
project will be designed to fit the dollars available.

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

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

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

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

12. The State Treasurer requested several amendments to reinforce the statute allowing 
the Bond Committee to delegate authority to staff, and. to purchase credit 
enhancements. As Chairman of IT&T. I have no strong objection to these 
amendments. I did not bring them up for active consideration because they seem 
redundant and are couched in jargon. However, I recommend these amendments be 
reviewed bv the Co-chairs of the Finance Committee. The amcndmcn's are found at 
Volume 1. Section I. Tab F.

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

14. We tried to assess the ability of the AIAS to remain competitive after the rate 
increases are levied consequent to this project. The IT&T Committee Consultant 
Report indicated that some comparisons of landing fees were misleading because 
some airports include fuel llowage fees within their landing fees and AIA does not 
(Volume III. Section V, Tab A). Despite this discrepancy, that data and testimony Ivy
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airport officials and their consultants indicate that AIAS will remain competitive 
with U.S. airports. However, no data was submitted regarding competitiveness with 
interna: onal airports in Pacific Rim countries.

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

16. Finally, instead of a public offering for the bonds, the IT&T consultants propose that 
the state explore the pros and cons of a private placement with the Permanent Fund 
Corporation. Substantial savings could accrue due to elimination of fees and credit 
enhancements.

It is my hope that this letter and the accompanying information will make your 
committee’s work easier and enable you to avoid unnecessary duplication of effort. My 
office will make any request from you on this matter a mo priority.

V n n r c  t m K

J/'hn J. Cowdery 
Ch airman
International Trade and Tourism

Cc: Commissioner Joe Perkins
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M a d a m  C o -C h a i r ,  M r . C o -C h a i r ,  a n d  M e m b e r s  o f  th e  C om m i t t e e :

M y  n a m e  is C l i f fo rd  A rg u e .  I am  S ta f f  V ice P r e s i d e n t - P r o p e r t i c s  a n d  F a c i l i t ie s  
f o r  A la s k a  A ir l in e s ,  Inc ., a n d  a lso  s e r v e  a s  C h a i rm a n  o f  th e  
A n c h o r a g e / F a i r b a n k s  A i r l i n e s  A i r p o r t  A f fa i r s  C o m m i t t e e ,  a n  o r g a n i z a t i o n  
c o m p r i s e d  o f  s o m e  25 a i r l in e s  w h o  h a v e  s i g n e d  L ea se  a n d  O p e r a t i n g  
A g r e e m e n t s  w i th  o n e  < r b o th  o f  th e  i n t e r n a t i o n a l  a i r p o r t s .

I a m  s p e a k i n g  t o d a y  in  f a v o r  o f  S e n a te  Bill 352 w h ic h  w il l  a u t h o r i z e  th e  
i s s u a n c e  o f  r e v e n u e  b o n d s  to  f u n d  th e  m u c h - n e e d e d  e x p a n s io n  o f  th e  
d o m e s t i c  t e rm in a l  a t  A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t .  T h e r e  a r e  t h r e e  a r e a s  
o f  fo c u s  in  m y  t e s t im o n y ,  th e  p ro c e s s ,  th e  p ro je c t ,  a n d  o f  sp e c ia l  i n t e r e s t  to  
t h i s  c o m m i t t e e ,  th e  p a y m e n t s .

F i r s t ,  I w o u l d  l ik e  to  d i s c u s s  th e  p ro c e s s .  L a s t  N o v e m b e r ,  th e  a i r l i n e s  v o t e d ,  
in  a c c o r d a n c e  w i t h  th e  a g r e e m e n t s  e a c h  h a s  e x e c u te d  a n d  l o n g - s t a n d i n g  p a s t  
p r a c t i c e ,  to a p p r o v e  th e  f in a n c in g  a n d  c o n s t r u c t i o n  o f  th e  p r o p o s e d  T e rm in a l  
R e d e v e l o p m e n t  P ro je c t  a t  A n c h o r a g e  w i th  a to ta l  e s t im a t e d  co s t  o f  $191 
m i l l i o n .  D u r i n g  th e  v o t i n g  p ro c e s s ,  th e  D e p a r tm e n t  o f  T r a n s p o r t a t i o n  a n d  
P u b l i c  F ac i l i t ie s  p l e d g e d  $26. 5 m i l l io n  in  F e d e r a l  H i g h w a y  f u n d s  to  th e  
p ro je c t ,  l e a v in g  a n e t  to ta l  o f  $164.5. T h e  v o t e  a l s o  a p p r o v e d  th e  A la sk a  
I n t e r n a t i o n a l  A i r p o r t  S y s tem (A IA S )  to  i s s u e  a i r p o r t  r e v e n u e  b o n d s  in a n  
a m o u n t  n e c e s s a r y  to  c o v e r  th is  n e w  n e t  p ro je c t  co s t ,  p l u s  f in a n c  n g , a n d  
e s c a l a t i o n ,  w i t h  th e  u n d e r s t a n d i n g  th a t  A IA S  w o u l d  c o n t i n u e  to "u se  it b e s t  
e f f o r t s  to  o b t a i n  a l t e r n a t e  s o u r c e s  o f  f u n d i n g / f i n a n c i n g  to r e d u c e  a i r l in e  c o s t  
e x p o s u r e . "  W e  h o p e ,  b u t  a r e  n o t  c e r t a in  a t  th is  t im e  th a t  t h e r e  w il l  a l s o  b e  
F e d e r a l  A i r p o r t  Im p r o v e m e n t  P r o g r a m  f u n d s  a v a i l a b l e  to h e lp  in th i s  r e g a r d .

I b e l i e v e  y o u  h a v e  a l r e a d y  b e e n  p r o v i d e d  d e t a i l s  o f  t h e  a c tu a l  v o te s ,  s o  I w ill 
n o t  r e s t a t e  t h e m  h e re .

H a v i n g  b e e n  in v o lv e d  fo r n e a r ly  30 y e a r s  in th e  p l a n n i n g  a n d  d e v e l o p m e n t  
o f  a i r p o r t  t e rm in a l  fac il i t ies , I c an  tell y o u  th a t  th e  w o r k  to d a l e  o n  th e  
A n c h o r a g e  p ro je c t  is a m o n g  th e  m o s t  t h o r o u g h  a n d  p ro f e s s io n a l  s u c h  e f fo r t s  
I h a v e  se e n .  T h e  n e e d s  a s s e s sm e n t ,  c o n c e p t u a l  s o lu t io n s ,  a n d  f in a n c in g  p l a n



w o r e  c a r e fu l ly  d e v e lo p e d  by  a n  e x p e r t  t e am  o f  a i r p o r t  s ta f f  a n d  c o n s u l t a n t s .  
T h e i e  w a s  e x c e l le n t  c o o r d in a t i o n  w i th  th e  a i r l i n e s  a t  e v e ry  s t e p  in th e  p r o c e s s  
a s  w e  p a r t i c i p a t e d  in n u m e r o u s  m e e t i n g s  a n d  r e v iew s .  M y  c o l l e a g u e s  f r o m  a 
n u m b e r  o f  o t h e r  a i r l i n e s  in c lu d in g  R eev e ,  L y n d e n ,  N o r th w e s t ,  U n i t e d ,  D e l ta ,  
R eno ,  A m e r ic a  W es t ,  F e d e r a l  E x p re s s  a n d  U .P .S . s h a r e  th is  f e e l in g  o n  th e  
q u a l i t y  o f  th e  p ro c e s s  a n d  s u p p o r t  fo r  th e  p ro jec t .

L a s t  w e e k  I s e r v e d  o n  a p a n e l  a t  th e  a n n u a l  E c o n om ic  C o n fe r e n c e  o f  th e  
A i r p o r t s  C o u n c i l  I n t e r n a t io n a l  in S an  F ran c is c o .  T h is  s e s s io n ,  w h i c h  w a s  c o ­
s p o n s o r e d  b y  th e  A ir  T r a n s p o r t  A s so c ia t io n ,  f o c u s e d  o n  a i r l i n e / a i r p o r t  
r e l a t i o n s h ip s .  W h i le  w e  h e a rd  a b o u t  s o m e  v e r y  d i f f i c u l t  s i t u a t i o n s  a r o u i .  1 
th e  c o u n t r y ,  I w a s  p l e a s e d  th a t  1 c o u ld  p o i n t  to A n c h o r a g e  a s  a m o d e l  o f  g o o d  
c o o p e r a t i o n  r e s u l t i n g  in  a p ro je c t  e n d o r s e d  b y  th e  a ir l in e s .

W i th  r e s p e c t  to  th e  p ro je c t ,  th e  s e r i o u s  d e f i c ie n c ie s  in th e  e x i s t in g  A n c h o r a g e  
d o m e s t i c  t e rm in a l  a r e  w e l l - k n o w n ,  b o th  a s  d o c u m e n t e d  in th e  s t u d i e s  a n d  
c e r t a in ly  e x p e r i e n c e d  a t  o n e  t im e  o r  a n o t h e r  b y  e a c h  o f  y o u  w h e n  t r a v e l i n g  o r  
m e e t i n g  s o m e o n e  w h o  is. T h e  p l a n  to  r e m e d y  th e s e  s h o r t c o m in g s ,  a s  w e l l  a s  
a c c o m m o d a t e  fo re c a s t  g r o w th  b e tw e e n  n o w  a n d  2005 is s o u n d  a n d  
c o n s e r v a t i v e .  I t  w i l l  p r o v id e  th e  c i t i z e n s  o f  A la s k a  a n d  th e  m a n y  v i s i t o r s  
f r o m  o u t s i d e  a m o d e r n ,  e f f ic ien t,  a n d  f u n c t io n a l  a i r p o r t  t e rm in a l  s e r v i n g  th e  
l a r g e s t  c i ty  a n d  a i r  t r a n s p o r t a t i o n  h u b  o f  th e  s ta te .  It w il l  a lso  a l low  
p a s s e n g e r s  f ly in g  o u t  o f  A n c h o r a g e  to u s e  th e  n e w e s t  te c h n o lo g ie s  to  s p e e d  
t h e i r  p r o g r e s s  t h r o u g h  th e  te rm in a l .  W e  a t  A la s k a  A i r l in e s  a r e  e s p e c i a l l y  
e x c i t e d  a b o u t  th e  o p p o r t u n i t i e s  th is  p r o j e c t  p r e s e n t s  fo r  o f f e r in g  b e t t e r  
c u s t o m e r  s e rv ic e  a s  q u ic k ly  a s  p o s s ib le .

F in a l ly ,  a n d  p r o b a b l y  th e  m o s t  im p o r t a n t  c o n s i d e r a t i o n  is th e  p a y m e n t .  A s  
y o u  c o n s i d e r  th i s  le g is la t io n ,  I u r g e  y o u  to  g iv e  A IA S  d ie  m a x im u m  
f lex ib i l i ty  to  i s s u e  th e  b o n d s  n e c e s s a ry  fo r  th e  p ro je c t  a ll a t  o n e  t im e  a n d  
im m e d ia t e l y .  T h is  is th e  m o s t  c o s t -e f fe c t iv e  w a y  to p ro c e e d  r a t h e r  t h a n  t r y  to  
p h a s e  it. T h e s e  b o n d s  w il l  b e  b a c k e d  b y  a i r p o r t  r e v e n u e s  g e n e r a t e d  f r o m  ra te s ,  
fees , a n d  c h a r g e s  to th e  a i r l in e s ,  c o n c e s s io n s ,  a n d  o t h e r ;  b e n e f i t in g  f r o m  th e  
a i r p o r t .  T h e  p r o p o s e d  b o n d s  in n o  w a y  im p a c t  th e  s ta te 's  g e n e r a l  f u n d  n o r  
w i l l  t h e y  h a rm  th e  a b i l i ty  fo r  e i t h e r  A n c h o r a g e  o r  F a i rb a n x s  a i r p o r t s  to 
c o n t i n u e  to d e v e l o p  o t h e r  n e c e s s a ry  im p r o v e m e n t  p ro je c ts  u s in g  a l r e a d y  
e s t a b l i s h e d  c a p i t a l  p r o j e c t  f u n d in g  s o u r c e s .  T h e  a d d i t i o n a l  c o s t  to  th e  a i r l in e s ,  
w h e n  c o n s id e r e d  o n  a co s t  p e r  e n p l a n e d  p a s s e n g e r  b a s i s  is m o d e s t ,  a n d  th e  
a i r l i n e s  a r e  r e a d y  to  p ay . T h e  A IAS p r o p o s a l  is a  p r u d e n t  a n d  r e a s o n a b l e  
a p p r o a c h  to  f u n d i n g  m u c h - n e e d e d  im p r o v e m e n t s  to  o n e  o f th e  m a jo r  
e c o n o m ic  e n g in e s  o f  th e  s ta te .

T h i s  is a p ro je c t  w h o s e  t im e  h a s  c om e . T h e  n e e d  is o v e r d u e  a n d  w e l l -  
ju s t i f i e d .  I r e q u e s t  y o u r  f a v o ra b le  a c t io n  o n  SB 352 to a l low  th is  im p o r t a n t  
w o r k  to m o v e  a h e a d  in a t im e ly  a n d  c o m p l e t e  f a sh io n

T h a n k  y o u  fo r  th e  o p p o r t u n i t y  to c o m m e n t .  I w ill p l e a s e d  to a n sw e r  y o u r  
q u e s t i o n s .
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What To Do About Aircraft Noise

The Airpori'6 proactive approach to noise issues has significantly reduced the number 
of flights to the east and south over the city of Anchorage. However, wc recognize 
noise issues and concerns remain. The best way the Airport has of learning about a 
problem is for someone to take the time to call. Public assistance in identifying issues is 
critical to our long term success.

Noise Hotline: You can call the noise hotline at 266-2648 24hrs per day. You 
will get the latest on noise related events and activities. You can also use the hotlino to 
leave a message concerning a noise complaint or issue.

Mailing List: The Airport maintains a mailing list of individuals interested in noise 
issues. Individuals on the mailing list receive Part 150 Noise Study Update meeting 
notices and occasional Airport updates. Anyone desiring to be added to the list should 
call the Airport at 266-2525 or dial the Noise Hotline number listed above,

Community Councils: Many of the Anchorage Area Community Councils have 
representatives on the Part 150 Study Technical Advisory Committee (TAC) Sincerely,

. These members represent yo;: on noise related issues. You can use these members 
to present your noise related views and opinions. If you would like to know if your area 
is represented on the TAC you can call the noise hotline listed above.

Othor Important Noiso related phone numbers;
* Municipality of Anchorage Noise & Air Quality • 343-4200
* Anchorage International Airport ATIS - 248-1131
* FAA (to report low flying aircraft) - 271-2000
* Elmendorf AFB (Public Affairs/Noise Complaints) - 552-2341/3151

Noiso Program Manager
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T h e  A n c h o r a g e  'Terminal E x p a n s i o n  2 0 0 5 "  Project

G o o d  evening Mr. C h a i r m a n  a n d  m e m b e r s  of the Committee. M y  n a m e  is 

J o s e p h  Sprague. I a m  with Era Aviation a n d  a m  representing tonight E r a’s 

president, Charles Johnson. I a m  here to testify o n  behalf of Era about our 

views o n  the Administration's A n c h o r a g e  Airport "Terminal E x p a n s i o n  2 0 0 5 "  

Project.

First a n d  foremost, allow m e  to m a k e  o n e  point very clear: Era supports 

terminal renovation a n d  exp a n s i o n  at A n c h o r a g e .  W e  a l w a y s  h a v e  a n d  w e  

believe the time h a s  c o m e  to e m b a r k  o n  a  businesslike plan for renovation a n d  

e x p a n s i o n  that is appropriate to legitimate needs. W e  believe that the 

Administration'r. p r o p o s e d  project could serve a s  br o a d  c o n cept for long r a n g e  

planning for future n e e d s  -  if a n d  w h e n  they arise.

F r o m  w h a t  position d o e s  Era share its v i e w s ?  E ra e n p l a n e s 

approximately 1 0 %  of the d o m e s t i c  p a s s e n g e r s  using A n c h o r a g e  International 

Airport. W e  s p e n d  m u c h  of the year as the s e c o n d  busiest carrier at the airport, 

b ehind only A laska Airlines in terms of enplanements. M a n y  of the nearly

4 5 0 , 0 0 0  p a s s e n g e r s  carried annually b y  Era are not visitors, but residents of the 

state. Additionally, w e  e m p l o y  over 2 5 0  A l a s k a n s  at A n c h o r a g e  International 

Airport.

O n  N o v e m b e r  17th, 1997, w e  voted against the Terminal Expa n s i o n  2 0 0 5  

project, a s  presented b y  the Administration o n  the Signatory Airline Ballot. A  

c o p y  of our cover letter a n d  Ballot h a v e  b e e n  distributed to y o u  (attached). In 

our letter w e  stated, "[T]he ballot d o e s  not include alternatives to the m a s s i v e  

a n d  costly project that w e  c a n  b e  comfortable with. ... [ W ] e  are limited to o n e  

source of funds a n d  a m i n i m u m  size a n d  price for the project."

A  total of t w e l v e  Signatory Airlines voted against the project; only ten 

voted for it; three did not vote.



T o day, a s  then, the Administration freely admits that the project as 

p r o p o s e d  still r e m a i n s  "only a  concept". This c o n cept is still in its infancy; a n d  

the estimated costs c a n  only b e  "best guesses", to b e  c h a r g e d  later b y  yet- 

e m e r g i n g  design concepts. Therefore, in v i e w  of our c o m m i t m e n t s  to our 

customers, our fellow citizens, our e m p l o y e e s  a n d  our shareholders, w e  h a v e  n o  

choice but to continue o p p o s i n g  the project a s  presented b y  the Administration.

In the letter a c c o m p a n y i n g  our vote, w e  also encouraged, a n d  offered to 

participate in, a  cooperative effort involving representatives from all the Terminal 

users, to establish terminal renovation a n d  exp a n s i o n  plans that might better 

m e e t  the n e e d s  of all concerned. W e  stand b y  that offer.

W e  a g r e e  that the Airport is a  t r e m e n d o u s  e c o n o m i c  benefit to the 

citizens of A n c h o r a g e  a n d  the entire state. W e  also a g r e e  w e  should plan a n d  

build for the future. W e  m u s t  all k e e p  in mind, however, that the costs of these 

i m p r o v e m e n t s  will b e  b o r n e  in large m e a s u r e  b y  the citizens of our state. T h e s e  

costs should b e  thoroughly a n d  rigorously justified.

H o w  g o o d  are the analyses offered in support of this project? For 

e xample, although p a s s e n g e r  traffic at A n c h o r a g e  h a s  increased over the last 10 

years, it h a s  r e m a i n e d  essentially flat since M a y  of 1997. W h a t  will continued 

failure to m e e t  growth projections d o  to the costs that all of us m u s t  bear? T h e r e  

are a b u n d a n t  examples, both within A laska a n d  across the nation, of h o w  quickly 

airline p a s s e n g e r  traffic levels c a n  c h a n g e  -- a n d  w h a t  h a p p e n s  to business at 

airports w h e n  costs skyrocket d u e  to over-building. Additionally, the 

Administration’s plan p r o p o s e s  to increase airline lease s p a c e  b y  7 5 %  a n d  

c o n c e s s i o n  s p a c e  b y  1 0 0 % ,  but h a s  gathered N O  c o m m i t m e n t s  for a n y  of this 

additional space.

A s  I m e n t i o n e d  earlier, w e  d o  believe the concept being presented b y  the 

Administration h a s  s o m e  merit a s  a  potential long term m a ster plan. Last June, 

all participating airlines, including United, Delta, A laska Airlines, Northwest, Era, 

P e n A i r  a n d  Northern Air Cargo, a m o n g  others, favored a n  incremental a p p r o a c h  

to terminal renovation a n d  expansion. W e  w e r e  o n  a  course to establish 

priorities a n d  d o  the m o s t  important things first. In July the airport administration 

p r o p o s e d  a  $ 3 3  million incremental approach. H o w e v e r ,  b y  O c t o b e r  the n u m b e r  

w a s  $ 1 9 1  million; in N o v e m b e r  it w a s  r e d u c e d  to $ 164.5 million; last m o n t h  it 

w a s  $ 2 3 5  million; a n d  n o w  the legislature is a s k e d  to authorize bonding for $ 2 0 4  

million.



W h a t e v e r  the final cost, this is a  major investment; o n e  that merits careful 

consideration a n d  r e a s o n e d  discussion a m o n g  airport users, airport staff, 

legislators, a n d  other c o m m u n i t y  leaders.

W e  all w a n t  a  m o d e r n  efficient airport terminal. T h e  n e e d s  at our present 

facility are readily apparent. "C" C o n c o u r s e  w a s  built in the early 1950's, a n d  

renovation studies h a v e  b e e n  o n g o i n g  for at least the last ten years. T h e r e  are 

legitimate n e e d s  in the m a i n  terminal b a g g a g e  handling areas a n d  ticket lobby 

areas. Before rushing forward, however, w e  m u s t  develop a  s o u n d  business 

plan that prioritizes p r o b l e m  areas a n d  identifies cost effective solutions.

W e  m u s t  learn from the experiences of others also. T h e r e  are e x a m p l e s  

a r o u n d  the country of airports that o v e r - e x p a n d e d  -  places like S a n  J o s e  a n d  

D e n v e r  w h e r e  high terminal costs resulted in d o wnturns in airline activity. W e  

m u s t  consider this possibility at A n c h o r a g e .  T h e  Administration h a s  d o n e  a 

g o o d  job attracting cargo carriers to A n c h o r a g e .  T h e s e  carriers e m p l o y  m a n y  

h u n d r e d s  of Alaskans, a n d  there are g o o d  prospects for m o r e  cargo carriers to 

c o m e .  C a r g o  carriers will, however, p a y  a  substantial portion of the Terminal 

E x p a n s i o n  costs, p e r h a p s  a s  m u c h  a s  3 0 - 4 0 %  -  for the next twenty-five years. 

H o w  will this affect the decisions of potential n e w  cargo carriers; or for that 

matter, existing o n e s ?

In closing, w e  believe the Administration's Terminal E x p a n s i o n  2 0 0 5  

c o n c e p t  merits serious a n d  careful consideration. W e  h a v e  the expertise right 

her e  in A l a s k a  to evaluate a n d  prioritize the legitimate n e e d s  at the A n c h o r a g e  

International Airport -  a n d  to c o m e  u p  with sound, fiscally responsible, plans to 

m e e t  those needs. This is a n  opportunity that w e  cannot afford to miss; a n d  w e  

should d o  it right.



E r a  A v i a t i o n ,  I n c .

VIA FACSIMILE TO 1-206-431-7031
November 14, 1997
Mr. Cliff Argue 
Alaska Airlines, Inc.
P.O. Box 68900 
Seattle, WA98168

RE: Signatory Airline Ballot Due November 17, 1997
Anchorage Airport Terminal Expansion

Dear Mr. Argue:
Attached is Era Aviation’s Ballot forthc above project. Unfortunately, we are compelled 
to vote “Disapprove” on the proposed Anchorage Terminal Expansion 2005 project.
I sa' “unfortunately”, as we are convinced that improvements and expansion plans are 
necessary for the Anchorage Domestic Terminal. It is mandatory that we plan for and 
meet the needs of the future at Alaska’s gateway airport. However, the Ballot does not 
include alternatives to the massive and costly project that we can feel comfortable with.
In the Ballot we are limited to one source of funds and a minimum size and price for the 
project. The design concept is in its infancy, and the estimated cost is only a best guess 
based on the emerging design. In view of this and the corporate commitment we have u  
our customers, employees and shareholders, we have no alternative but to vote for 
disapproval on this ballot wording.
We encourage, and will readily participate in a cooperative effort involving 
representatives from all Terminal users, to establish Terminal renovation and expansion 
plans that might better meet the needs of all concerned.
Sincere

& { -Charlci
President

y yours,

W. Johnson

cc: The Honorable Tony Knowles, Governor
Mr. Morton Plumb, Director, AIA 
Mr. John J. Ungar, Controller, AIA 
All Signatory Airlines

6160 Carl Brady' Drive, Anchorage. Alaska 99502, (907) 248-4422, Facsimile: (907) 266-8383
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A L A S K A  IN T E R N A T IO N A L  A I R P O R T  S Y S T E M  

F Y 9 9 -2 0 0 4  A I R L I N E  C A P IT A L  I M P R O V E M E N T  R E Q U E S T

In accordance w ith  A n tc io  A. S c a lo n  4 .02 A & U  Anehorago end Faiibanki International A irports A irlin e  Oparaling Agroement and 

Term inal B u ild in g  leasee doled N ovem ber, 1990 and extended in  June, J99S, tlio Signatory A irlin e  Identified below approver or 

disapproves Iho C apital Im provem ent listed bulow  as Indicated. The Signatory A ltlln e 's  vole takes Into consideration, am ong other thlngt, 

ihc Term inal C oncapt Pockugo Report VS d rued 10/1/97, Plsn o f  finance (V o lu m o  I &  I I )  dnUxi 10/2/97, and previous reports, the 

discussions at the October 15, 1997 A irlin es Airport AR'aJrr Cominltlec meeting In Anchorage and preceding A irlin e  Executive Coir.miUcc 
and Technical C o m m illc c  meetings.

F Y 9 9  F U N D IN G  X S 1 , 000

A I R P O R T  P R O J E C T  A I P  I A R F  T O T A L  A P P R O V E  D I S A P P R O V E

ANIC TERMINAL EXPANSION 2005 191,000* 191,000*

* Project cosls Identifiod In 1997 dollars. Approval authorizes AIAS lo issue up to 5235 million In airport revenue 
bondo. which Includes escalation and financing cosls. AIAS plodgos to uso its boat efforts lo oblaln alternate 
sources of funding/financing to reduce airline cost exposure.

S IG N A T O R Y  A IR L IN E  N A M E  E r 3  A v i a l i o n - l n c -

SIGNATURE OP AUTHORIZED REPRESENTATIVE______

hate November 17,1997_________________________ t i t l e ________ p resident

C lifT A rg u e  has ng rw H  to *erv« as i lu ig n a lc it  representative and collect and ta lly  voter and provide the requisite  w ritte n  ce rtification w ithin 

the re q u ire d  tim o . H e  requests B a llots le n t  lo  h im  arrlvo by J I;0 0 n o o n . P S T . N o ve m b e r 17 ,19 97 at A L s h a  A ir lin e s . P .O . ITox iSRDOU, 

Seattle W A  98 X69 , F A X  (2 06)431.7031 o r  T T V  S E A P Z A S . '
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E X E C U T I V E  S U M M A R Y

Within the time allowed a special review was conducted on behalf o f  the A laska
Legislature, Representative Cowdery. The following are some o f  the keys points.

1. The Anchorage International Airport (AIA) Concourse C  p ro je c t  h as been  
th o ro u g h ly  exam ined  and  a l te rn a t iv e s  con s id e red . There isn ’t any reasonable 
design that cannot be discussed at length. W hat may not have been presen ted or may 
need further exploration is a design that meets the estimated needs o f  the a irport to 
year 2015. The current design to 2005 may not meet forecasted needs w ith in 5 years 
if es timates by AIA are accurate.

2. I n fo rm a t io n  da ta , particularly the financial data, n eeds to be en t i re ly  a c c u r a t e  a n d  
com p le te . Therefore, the process for assuring that happens may need some 
refinement. The IARF Controller and his s ta ff need to review all financial da ta  
before it is released. That is not happening. The result is that certain information 
may be inaccurate. When the bond package is reviewed in the due diligence process, 
there should not be any unresolved questions in this area.

3. A i r  c a rg o  is the major revenue producer at the AIA. W ithou t the comple ted A ir 
C argo  M aster Plan or a clear determination o f  the capital projects needs for a ir cargo, 
it is d ifficult to understand how the total debt capacity can be determ ined. 
Additionally , how the terminal costs, the air cargo costs, and current list o f  $175 
m illion in CEP might im pac t one a n o th e r  does no t seem  c le a r  a t  th is t im e.

4. C o s t  con t ro l  for this project to insure that any significant escalations are m in im ized 
will require certain commitments from all parties. Some design uncertainty o r  at least 
a l t e rn a t iv e  design possibilities m igh t s ign if ican tly  change  th e  cost p ic tu r e .  Th is 
pro jec t does have some high-risk construction portions particularly in the main 
term inal area. The DOT/PF and A IA should insure that certain key s ta ff m embers  be 
assigned to report only on the costs and that function should report differently than 
the Design and Construction function to insure cross checks and unbiased rev iews. 
Th is could be easily accomplished by the IARF Controller’s office. If the Legisla ture 
desires to maintain an in d ependen t o v e rs ig h t  role throughout this project, you m ay 
want to require that such a person be involved and report directly to the Legisla ture . 
Tha t function could provide for immediate project status reports in terms o f design 
changes, construction progress, use o f  funds, cost control, and specific inquiry 
feedback.
Im p a c t  to ra te s  and  fees was difficult to report in a short version answer. T he  
formulas for how other airports determine this comparative data are different and 
result in an app les  to o ranges com pa r ison . There may be a method for 
accomplish ing this by identifying one or two common aircraft and finding ou t how  
much it costs for that particular aircraft to land at any given airport. Tha t information 
was not provided but could be determined. How this or future projects m ight impact 
the curren t rates and fees only at AIA can be determined but only if the a ssumptions 
and formula is clearly defined and understood. This needs f u r th e r  rev iew .
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Introduction:
In all fairness to the AIA we must say that there has been considerable effort made 
toward presenting as complete a package of information as may be possible. Numerous 
staff and consulting hours have been incurred in preparing more reports than we could 
possibly review in detail. Therefore, it is entirely conceivable that the AIA has answers 
to any questions we may raise and that those answers have already been covered in a 
report somewhere. We have briefed both Dave Eberle and Mort Plumb of the general 
nature of this report and some of its specific findings in order that they may be prepared 
for your questions or so that they could supply us with any additional comments they 
might have. They have not received a copy of this report.
Because we have been asked to review certain information related to the Anchorage 
International Airport proposed bond package, we have agreed to try to answer certain 
questions and provide additional information. Also because we want to provide a cost 
effective product we will avoid duplicating efforts that have already been expended, but 
may in some cases evaluate already provided information. Our review was limited to 
information available at ALA. Discussions with airlines or consultants were not done due 
to time constraints. Therefore, there may be additional information which might need to 
be considered.

A i r p o r t  B o n d  Q u e s t i o n s :

Question:
!. 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 (LARF) 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 S200 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 S400 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 Airporl(FLA), i.e. does debt incurred for AIA project 
affect the borrowing capacity for FLA?



The simple answer is NO the borrowing capacity of AIA and FIA are not separate 
but are linked together in the form of the International Airport Revenue Fund (IA.RF). 
And to continue. YES debt incurred at AIA does affect FIA borrowing capacity and vice 
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 FTA’s ability 
to justify 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. AIA, Terminal Expansion Study, date 12/22/97. 
Hirsh Associates") table II-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 ALA and FLA? Match funding sources to the project in the long range capital 
improvement plan and compare to debt capacity.

This is a complicated question. Numerous repons have been generated which 
cover pans of this question. We’ll try to summarize but what you may want to ask for is 
what we normally call a “Source and Application of Funds” statement(s).
ALA CIP Estimated Funding/Costs
FY99 S25.I50 million
FY00 S23.150
FY01 S22.100
FY02 SI 6.400
FY03 S35.050
FY04 S20.400
total S142.250 million
FIA CIP
FY 99 S6.359 million
FY00 SS.050
FY01 S7.36S
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FY02 S5.937
FY03 S3.220
FY04 S2.200
total S33.134 million
IA R F  total C IP  $175,384 m il l ion

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 repons for the IARF for each year has a schedule in the 

very last pages which I find most useful and comparative for AIA and FLA. but they do 
not show relationship to projects.
Historic Balance -Net Income (Loss)

AIA FLA Total IARF
FY97 SS.615,979 (57,723.270) S S92.709
FY96 S6.5S4.122 (S7.053.665) (S 469.543)
FY95 S4.341,090 (56.689,017) (S2,347,927)
FY 94 SI.261,104 (S7.292.0S1) (S6.030.977)
FY93 S3.416.46S (S7.242.494) (S3,826,026)
FY92 SS.004.223 (ST .892,669) S 111.554
FY9I SI 6.604.397 (SS.25S.443) SS,345.954
FY90 S21,562,965 (S7.837.424) S 13,725.541
FY89 S26.282.U3 (S6,802.607) SI 9.479,506
FY8S S24.943.829 (S7.121.223) S 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.
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What the impacts are when the total fund is at a loss should be explained by the IARF 
Controller.
The AIA provided a list of major projects and year of funding in their 3M/98 response, 
attachment #6.
7. How long is the proposed project’s life and how long is the amortization period?

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

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

There is a strong possibility, that if estimates and projection within the AIA 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 (at more 
costs) which can be expanded to meet growth demands. That information may not have 
been presented or clearly explained. Certainly the AIA can explain in detail w hy this 
project is being design for 2005 instead of 2010 or 2015.
9. In light of AIA traffic grow th 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.
to. 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.
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1 1 . How will the AIA 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 S78 million in the IARF as of
6/30/97.

The financial statements show that it is probably an asset consisting of 
investments at S77.327.177.
14. How much money in the LARF 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?

I believe that the FAA testified in answer to this question.
16. How will reduction in the requested bond authorization from S304 million to S2S0 

million affect the project?



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

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

Additional Information:

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 of the main terminal because of its age. 
Therefore, there is also a considerable likelihood that additional and unexpected costs 
may occur. The main point here is that this portion of the project is high risk and 
potentially more costly.
In examining the design process a few questions do come up that may need to be 
explained.
1 . How can this or any design and associated major construction project be considered 

without reasonably asking what the needs of and impact will be to the air cargo 
operations, the major revenue producer?

We know that at least some effort has gone into the needs and resultant projects that air 
cargo will have because of the recently prepared LOI that has issued to FAA. Therefore. 
AIA 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 desisn 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,
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there was no letter from the FAA that we were given which discussed the possible safety 
considerations to having both jet and non-jet aircraft operating in the new Concourse C 
areas together. Perhaps there should be a letter requested from FAA that discusses 
any potential safety problems associated with the current design where jet and non- 
jet operations are both located at Concourse C.
The only argument that we heard which seemed to raise a good question was that if the 
regional carriers were all in Concourse A, then their passenger would have 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 Termiral Expansion Study, Domestic Terminal Facilities 
Requirements, dated 12/22/9"), page 10 states that “it is estimated that less than 5% of 
the peak hour passengers are connecting directly from one flight to another.”
Further explanation of this option may need to be provided by AIA and the airlines.
4. Peak Hour Passenger Design:

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

The design presented in the bond package is based on peak hour passenger 
volumes as a standard industry method of designing terminals, resulting in a facility 
designed to meet the needs of at most 0.07% of the annual enplaning passengers at 
AIA, or at most 8.7% of the daily passenger activity during the peak month of August, 
occurring only between the late night hours of midnight and 2 AM. (Annual 
enplanements 1997 total 2.076,936. peak hour passengers enplaned 1,460 or .0007 see 
Hirsh Table II-1 after page 10)
A person might question whether such a design and design criteria meets the needs of 
Alaskans. Perhaps the design is merely for certain tourists traveling late at night only in 
the peak month of August. A person might also ask whether the airport’s future was in 
passengers or with air cargo where 70% of the revenue is generated.
5. Baggage Check-in/Claim Needs:

A considerable portion of the bond package design deals with the need for 
additional baggage claim area. Whether that need should be accommodated through a 
remodel of the main temiinal 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 cither airlines or the tour companies.”



Additionally. “Remote check-in could potentially provide the highest level of 
service to the passenger with the least amoun. 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 foi 'nit 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:
1. What assurance does the Legislature have that this bond package amount will not 

increase or be insufficient to meet whatever design is eventually constructed and how 
accurate are these numbers?

2. Who has committed to repay these 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 
FHWA 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 impiovements at a LA or other bonded 
improvements at FIA may be severely impacted.
The high risk associated with remodeling the main terminal area may encounter changed 
conditions and more costs.
The fact that the Operating Agreements will expire in July 2000 may have a material 
effect on the bond sale unless there are written commitments from the users of the facility 
that will repay the bonds. There may be a strong resistance to signing a new operating 
agreement if there is a material impact to rates and fees . This issue should be addressed 
by AIA and the bond counsel.



The following are certain cost or accounting issues that rnay need to be further examined 
or clarified:
1. In a recent 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 514,700,000. When 
AR 63836 for S4.5 million was submitted to the Legislature there was a 
commitment to seek AIP funding in the amount of SI,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 5605,878. Directly above that is the line item Terminal 
Assessment totaling S2,400,000. 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 Selkregg Associates:
The contract for Leif Selkregg Associates and the resultant increases in contract 

value might be viewed as a measure of what could be expected throughout this project if 
a person were somewhat suspicious.

The original contract for Task 1. dated 9/20/96 estimated that overall services 
would “be in the range of $1,000,000". The next contract, Task 2, dated 11/1/96 
estimates that overall services would “be in the range of SI,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 arc running for this project and found that the Leif Selkregg 
authorized contract amount is now at SI,611,082.16.

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

From a cost and control point of view there seems to be few if any dollar limits or 
time limits and therefore, there is a strong possibility that in addition to the already 
significant increase of 60+91b there could be other increases in the amount of the contract.
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There may be a need to review this contract, the State Procurement Code, and 
the reasons for these increases in cost and changes in control. We have not discussed 
this issue with the consultant but have provided the AIA with this comment. Perhaps the 
AIA 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 3/4/9S 
with the following schedule:

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

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

We reviewed that information to see if we could determine if there might be 
additional information available. In the ALA. 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 S 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 S6S,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 (S122,229,4S7) 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 S1 million in CIP and what that would do to the landing 
fee.

The short answer is that using FA' 2002 as a base year, not counting the bonded 
project, and after using the available LARF funds which would be approximately $13 
million, there would be a S0.0333 increase in landing fees for each SI 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.

6. Interest Rates:



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

We examined this question and have determined the following:
The short answer is that interest rates are likely to drop even further.
The long answer is:
Mr. Paul McCulley., Chief Economist for UBS Securities recently stated that the 

Federal Reserve and its Chairman, Alan Greenspan have won the war against inflation 
and high interest rates. In his semi-annual Humphrey-Hawkins testimony, Dr. 
Greenspan indicated the economy was in great shape. The economy is “delicately 
balance between inflation and recession”.
During the next twelve to eighteen months the Federal Reserve will react favorably 
toward the US financial markets by shaving 100 to 125 basis points from the 
benchmark rate of 5.50 percent. In our opinion the interest rate cut will formally 
start this summer (1998).
Dr. Greenspan will chop away at interest rates in a very cautious manner. The last 
interest rate cuts came in three steps starting in July 1995 and ending in January 1996. 
This monetary move caused short-term interest rates to decline from 6.00 percent to 5.25 
percent. The lower interest rates will provide a monetary hedge for the US economy 
against the Asian economic problems that will hurt the US economy and corporate 
earnings in the second half of 1998. The Federal Reserve and its short-term forecasts on 
the health of US economy have not been very accurate, as noted by Dr. John 
Shaughnessv, Chief Investment Strategist for Advest, Inc. The Federal Reserve 
economic growth forecasts has been by far too conservative. For example the Central 
Bank had forecasted a 1997 growth rate of 2.25 percent in Gross Domestic Product 
compared to the actual growth of 3.9 percent.
In a recent speech at Carnegie Mellon University, Lawrence H. Meyer, Federal Reserve 
Board Governor, noted that we have a good news economy that has a “remarkable 
combination of healthy growth, low unemployment, low inflation, a soaring stock market 
and a declining federal deficit”. He said he could summarize the recent economic 
performance into a single sentence. “We have been recently blessed with relatively 
strong cyclical growth, the lowest unemployment rate in 24 years, the lowest inflation in 
31 years, an impressive investment boom, soaring equity prices and a 5-year decline in 
the federal deficit”.

RECOMMENDATIONS:
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1. Should the Legislature decide to move forward with a bond package authorization in 
any manner which 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 coaid 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.

2. 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.

3. 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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T h e  A n c h o r a g e  "Terminal E x p a n s i o n  2 0 0 5 "  Project

G o o d  evening Mr. C h a i r m a n  a n d  m e m b e r s  of the Committee. M y  n a m e  is 

J o s e p h  Sprague. I a m  with Era Aviation a n d  a m  representing tonight E r a’s 

president, Charles Johnson. I a m  he r e  to testify o n  behalf of E ra ab o u t  o ur 

views o n  the Administration's A n c h o r a g e  Airport "Terminal E x p a n s i o n  2 0 0 5 "  

Project.

First a n d  foremost, allow m e  to m a k e  o n e  point very clear: E ra supports 

terminal renovation a n d  e x p a n s i o n  at A n c h o r a g e .  W e  a l w a y s  h a v e  a n d  w e  

believe the time h a s  c o m e  to e m b a r k  o n  a  businesslike plan for renovation a n d  

e x p a n s i o n  that is appropriate to legitimate needs. W e  believe that the 

Administration's p r o p o s e d  project could serve a s  br o a d  c o n c e p t  for long r a n g e  

planning for future n e e d s  —  if a n d  w h e n  they arise.

F r o m  w h a t  position d o e s  E r a  sh a r e  its v i e w s ?  Era e n p l a n e s  

approximately 1 0 %  of the d o m e s t i c  p a s s e n g e r s  using A n c h o r a g e  International 

Airport. W e  s p e n d  m u c h  of the y e a r  a s  the s e c o n d  busiest carrier at the airport, 

b ehind only Alaska Airlines in terms of enplanements. M a n y  of the nearly

4 5 0 , 0 0 0  p a s s e n g e r s  carried annually b y  E r a  are not visitors, but residents of the 

state. Additionally, w e  e m p l o y  ove r  2 5 0  A l a s k a n s  at A n c h o r a g e  International 

Airport.

O n  N o v e m b e r  17th, 1997, w e  voted against the Terminal E x p a n s i o n  2 0 0 5  

project, a s  presented b y  the Administration o n  the Signatory Airline Ballot. A  

c o p y  of our cover letter a n d  Ballot h a v e  b e e n  distributed to y o u  (attached). In 

o u r  letter w e  stated, "[Tjhe ballot d o e s  not include alternatives to the m a s s i v e  

a n d  costly project that w e  c a n  b e  comfortable with. ... [ W ] e  are limited to o n e  

source of funds a n d  a  m i n i m u m  size a n d  price for the project."

A  total of t welve Signatory Airlines voted against the project; on l y  ten 

voted for it; three did not vote.



T oday, a s  then, the Administration freely admits that the project as 

p r o p o s e d  still remains "only a  concept". This concept is still in its infancy; a n d  

the estimated costs c a n  only b e  "best guesses", to b e  c h a n g e d  later b y  yet- 

e m e r g i n g  design concepts. Therefore, in vie w  of our c o m m i t m e n t s  to our 

customers, our fellow citizens, our e m p l o y e e s  a n d  our shareholders, w e  h a v e  n o  

choice but to continue o p p o s i n g  the project a s  presented b y  the Administration.

In the letter a c c o m p a n y i n g  our vote, w e  also encouraged, a n d  offered to 

participate in, a  cooperative effort involving representatives from all the Terminal 

users, to establish terminal renovation a n d  expansion plans that might better 

m e e t  the n e e d s  of all concerned. W e  stand b y  that offer.

W e  a g r e e  that the Airport is a  t r e m e n d o u s  e c o n o m i c  benefit to the 

citizens of A n c h o r a g e  a n d  the entire state. W e  also ag r e e  w e  should plan a n d  

build for the future. W e  m u s t  all k e e p  in mind, however, that the costs of these 

i m p r o v e m e n t s  will b e  b o r n e  in large m e a s u r e  b y  the citizens of our state. T h e s e  

costs should b e  thoroughly a n d  rigorously justified.

H o w  g o o d  are the analyses offered iri support of this project? For 

example, although p a s s e n g e r  traffic at A n c h o r a g e  h a s  increased over the last 10 

years, it h a s  r e m a i n e d  essentially flat since M a y  of 1997. W h a t  will continued 

failure to m e e t  growth projections d o  to the costs that all of u s  m u s t  b e a r ?  T h e r e  

are a b u n d a n t  examples, both within A l a s k a  a n d  across the nation, of h o w  quickly 

airline p a s s e n g e r  traffic levels c a n  c h a n g e  -- a n d  w h a t  h a p p e n s  to business at 

airports w h e n  costs skyrocket d u e  to over-building. Additionally, the 

Administration’s plan p r o p o s e s  to increase airline lease s p a o e  b y  7 5 %  a n d  

c o n c e s s i o n  s p a c e  b y  1 0 0 % ,  but h a s  gathered N O  c o m m i t m e n t s  for a n y  of this 

additional space.

A s  I m e n t i o n e d  earlier, w e  d o  believe the concept being presented b y  the 

Administration h a s  s o m e  merit a s  a  potential long term m a s t e r  plan. Last June, 

all participating airlines, including United, Delta, Alaska Airlines, Northwest, Era, 

P e n A i r  a n d  Northern Air Cargo, a m o n g  others, favored a n  incremental a p p r o a c h  

to terminal renovation a n d  expansion. W e  w e r e  o n  a  course to establish 

priorities a n d  d o  the m o s t  important things first. In July the airport administration 

p r o p o s e d  a  $ 3 3  million incremental approach. H o w e v e r ,  b y  O c t o b e r  the n u m b e r  

w a s  $ 1 9 1  million; in N o v e m b e r  it w a s  r e d u c e d  to $ 1 64.5 million; last m o n t h  it 

w a s  $ 2 3 5  million; a n d  n o w  the legislature is a s k e d  to authorize b o n d i n g  for $ 2 0 4  

million.



W h a t e v e r  the final cost, this is a major investment; o n e  that merits careful 

consideration a n d  r e a s o n e d  discussion a m o n g  airport users, airport staff, 

legislators, a n d  other c o m m u n i t y  leaders.

W e  all w a n t  a  m o d e r n  efficient airport terminal. T h e  n e e d s  at o ur present 

facility are readily apparent. "C" C o n c o u r s e  w a s  built in the early 1950's, a n d  

renovation studies h a v e  b e e n  o n g o i n g  for at least the last ten years. T h e r e  are 

legitimate n e e d s  in the m a i n  terminal b a g g a g e  handling areas a n d  tid-^t lobby 

areas. Before rushing forward, however, w e  m u s t  develop a  s o u n d  business 

plan that prioritizes p r o b l e m  ar e a s  a n d  identifies cost effective solutions.

W e  m u s t  learn from the experiences of others also. T h e r e  are e x a m p l e s  

a r o u n d  the country of airports that o v e r - e x p a n d e d  -  places like S a n  J o s e  a n d  

D e n v e r  w h e r e  high terminal costs resulted in downturns in airline activity. W e  

m u s t  consider this possibility at Anc h o r a g e .  T h e  Administration h a s  d o n e  a  

g o o d  job attracting cargo carriers to A n c h o r a g e .  T h e s e  carriers e m p l o y  m a n y  

h u n d r e d s  of Alaskans, a n d  there are g o o d  prospects for m o r e  ca r g o  carriers to 

c o m e .  C a r g o  carriers will, however, p a y  a  substantial portion of the Terminal 

E x p a n s i o n  costs, p e r h a p s  a s  m u c h  as 3 0 - 4 0 %  -- for the next twenty-five years. 

H o w  will this affect the decisions of potential n e w  cargo carriers; or for that 

matter, existing o n e s ?

In closing, w e  believe the Administration's Terminal E x p a n s i o n  2 0 0 5  

c o n c e p t  merits serious a n d  careful consideration. W e  h a v e  the expertise right 

her e  in A l a s k a  to evaluate a n d  prioritize the legitimate n e e d s  at the A n c h o r a g e  

International Airport -  a n d  to c o m e  u p  with sound, fiscally responsible, plans to 

m e e t  those needs. This is a n  opportunity that w e  cannot afford to miss; a n d  w e  

should d o  it right.



E r a  A v i a t i o n ,  I n c ,

VIA FACSIMILE T O  1 -206-431 -7031

November 14, 1997
Mr. Cliff Argue 
Alaska Airlirr' Inc.
P.O. Box 68900 
Seattle, WA 98168

RE: Signatory Airline Ballot Due November 17, 1997
Anchorage Airport Terminal Expansion

Dear Mr. Argue:
Attached is Era Aviation's Ballot for the above project. Unfortunately, we are compelled 
to vote “Disapprove" on the proposed Anchorage Terminal Expansion 2005 project.
I say “unfortunately”, as we are convinced that improvements and expansion plans are 
necessary for the Aichorage Domestic Terminal. It is mandatory that we plan for and 
meet the needs of the future at Alaska’s gateway airport. However, the Ballot does not 
include alternatives to the massive and costly project that we can feel comfortable with.
In the Ballot we are limited to one source of funds and a minimum size and price for the 
project. The design concept is in its infancy, and the estimated cost is only a best guess 
based on the emerging design. In view of this, and the corporate commitment we have to 
our customers, employees and shareholders, we have no alternative but to vote for 
disapproval on this ballot wording.
We encourage, and will readily participate in a cooperative effort involving 
representatives from all Terminal users, to establish Terminal renovation and expansion 
plans that might better meet the needs of all concerned.
Sincere y yours,

CharleM W. Jolmson 
President
cc: The Honorable Tony Knowles, Governor

Mr. Morton Plumb, Director, AIA 
Mr. John J. Ungar, Controller, AIA 
All Signatory Airlines

6160 Carl Brady Drive, Anchorage, Alaska 99502. (907) 248-4422, FacslmilO: (907) 266-8383
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BALLOT

A L A S K A  IN T E R N A T IO N A L  A I R P O R T  S Y S T E M  

F Y 9 9 -2 0 0 4  A I R L I N E  C A P IT A L  I M P R O V E M E N T  R E Q U E S T

Irt accordance w ith  A rtic le  4 , Section 4 .02 A * U  Anchor*£© and Fjdibonlci International Alrporta A lrlln o  Operating Agreem ent and 

Term inal B u ild in g  le tn n i doled Novom bcr, 1990 and extended In June, I99S, tho Signatory A irlin e  Identified below approval or 

d lM pprovcj Iho C apital Im provem ent lilte d  b d o w  aa Indicated. The Signatory A irlin e 's  vote U k c i Into com ldcrallon, am ong other things, 

the Term inal C oncopt Pockago Report l i t  doled 10/1/97. Plan o f  Finance (V o lu m o  I &  I I )  dated 10/2/97. r.nd prtvluus reports, the 

discu-tsions et the O ctober 1 5 .1 9 9 7  A irlin es Airport A fta lr j CominlUec meeting In Anchorage and preceding A irlin e  Executive C eir.m ittcc 

and Technical C om m ittee  meetings.

F Y  99 

P R O J E C T

F U N D IN G  X  51,000

a p p r o v e  d i s a p p r o v eA I R P O R T A I P  I A R F T O T A L

ANC TERMINAL EXPANSION 2005 191,000* 191,000*

* Project cosls Identified in 1997 dollars. Approval authorizes AIAS lo issue up lo 3235 million In airport revenue 
bondo. which Includes escalation and financing cosls. AIAS plodgos lo uso Us bast efforts lo obtain alternate 
sources of funding/financing to reduce olrllno cost exposure.

S IG N A T O R Y  A I R L IN E  N A M E _
Era Aviation, Inc.

S IG N A T U R E  O P  A U T H O R IZ E D  R E P R E S E N T A T IV E .

d a t e  November 1 7 ,1 9 9 7 T IT L E resident

C lir f  A rg u e  h a s n g rw rl to le rv a  (a  ileiigm tCcil re p ra n n ln tiv e  and collect an d  ta lly  voter and provide the roqu N itc  w ritte n  c e rtificatio n  w ithin  

the re q u ire d  tim o . H e  rc q u c tU  B a llo ts  le n t  lo  h im  arrivo  by 12:00 no on , P S T . N o vem b er 17, 1997 a t A la s lia  A lr l in e i.P .O .  Ron 68900, 
Seattle W A  9 8 169 , F A X  (2 06)43 1-703 1 o r T T V S E A P Z A S .  •



Alasfea State Legislature
Session:

State Capitol, Room 423 
Juneau, AK 99801-1182 

(907) 465-4921

Interim:
716 W. 4th Avenue, Ste. 450 
Anchorage, AK 99501-2133 

(907)258-8183

Sen a te  T ransportat ion  C o m m it t e e

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

S B  3 5 2

“A n  A c t  r e l a t i n g  t o  I n t e r n a t i o n a l  A i r p o r t  R e v e n u e  B o n d s

Senate Bill 352 amends the statutory bonding limit for the State of Alaska to sell 
International Airport revenue bonds. The current limit is $100,825,000. This bill 
changes the limit to $280,000,000. The difference between the old amount and the new 
amount is $179,175,000, which is the amount of new debt proposed to finance passenger 
terminal improvements at Anchorage International Aiiport.
This increased bonding authority is only one component of the financing for proposed 
airport improvements. Another component included federal highway funds for curbside 
improvements and a surface transportation access corridor. A third component is federal 
aiqiort funding for ramp and airside improvements.
The bonding cap contained in this bill is $25 million less than a similar bill introduced by 
the governor. This bill contemplates an additional $25 million in federal funding. 
Consequently, we can reduce the amount the state needs to borrow. By taking the $25 
million off the lable, it will not be available to expand the project.

Senate Hill 352 Governor’s Plan
BONDED DEBT $179,000,000 $204,000,000
FEDERAL AIRPORT $ 25,000,000 7
FEDERAL HIGHWAY $ 26,000,000 26,000,000
The $179+ million in proposed terminal improvements represents the single largest 
public works project the state has ever undertaken. The wisdom of taking on such a high 
amount of debt, and whether the International Airport Revenue Fund (IARF) can afford 
the debt, remains lo be proven in the committee hearing process.
Several of the small air carriers have expressed concern that the proposed project is too 
big. They voted against it but they lost. Still, their concerns may be valid and we owe it 
to them to make the project no more expensive than is necessary.



m
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This bill is also notable for what it does not contain. It differs from the Governor’s bill in 
that it does not change the statutes to allow for undefined brokerage fees and unspecified 
“obligations” to be charged against the IARF.
Additionally, Senate Bill 352 requires the Department of Transportation and Public 
Facilities to submit an advance fiscal year spending plan to the Legislature by January 1M 
each year of the project.



Article 03 INTERNATIONAL AIRPORTS REVENUE BONDS 
Sec. 37.15 410. Bond authorization.
For the purpose of providing part or all of the money to be used, with or without any grants or other 
money that may become available, the issuance and sale of revenue bonds of the state in the total 
principal sum of not to exceed $100,825,000 is authorized to acquire, equip, construct, and install the 
additions, improvements, extensions, and facilities authorized in AS 37.15.510 . The principal of and 
interest on these bonds shall be paid out of and secured by the gross revenue derived by the state from the 
ownership, lease, use, and operation of the airports, and of all the facilities of them and out of any other 
revenue or money that the state legislature may provide exclusive of any state tax or license.
Sec. 37.15.415. Continuing revenue bond debt service appropriation.
The amounts required annually to pay the principal, interest, and redemption premium on all issued and 
outstanding international airports revenue bonds of the state are appropriated each fiscal year from the 
international airports revenue fund to the state bond committee to make all required payments of 
principal, interest, and redemption premium.
Sec. 37.15.420. Construction fund.

(a) There is established a capital project fund known as the "International Airports Construction 
Fund," into which shall be paid the proceeds of the sale of the bonds (except any accrued interest paid on 
them, which shall be paid into the bond redemption fund) and grant or other money that is legally 
provided for the same purposes for which the bonds are authorized. The money in the construction fund 
shall be used to pay the costs of acquiring, equipping, constructing and installing additions and 
improvements to and extensions of and facilities for the airports and costs incidental thereto, including 
costs of the authorization, issuance and sale of the bonds. To the extent provided in the bond resolution, 
money in the construction fund may also be used for the payment of interest on the bonds during the 
period of actual construction, and for a further period, not exceeding one year after the period of 
construction, that may be provided in the bond resolution. Money in the construction fund may also be 
transferred to the bond redemption fund, to the extent provided in the bond resolution, to establish a 
reserve for the payment of the principal of and interest on the bonds.

(b) The bond resolution may provide for the investment of money in the construction fund in a 
manner that the committee may determine. The interest earned upon or any profits derived from the sale 
of this investment shall be deposited in and become a part of the construction fund.
Sec. 37 15.430. Revenue fund

(a) There is established an enterprise fund known as the "International Airports Revenue Fund," into 
which shall be paid all revenue, fees, charges, and rentals derived by the state from the ownership, lease, 
use, and operation of the airports and all of the facilities and improvements of them and facilities and 
improvements used in connection with them. The revenue, charges, fees, and rentals may not include the 
proceeds of any state tax or license, The money in the revenue fund may only be used for the purpose of
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(1) paying or securing thd^^ ment of the principal of and interest <̂ |j|he bonds and of and on any 
. other revenue bonds issued by authorization of the legislature to provide money to acquire, equip,
construct, and install additions and improvements to, and extensions of and facilities for, the airports, and 
to be payable out of the revenue fund,

(2) paying the normal and necessary costs of maintaining and operating the airports and all of the 
improvements and facilities of them;

(3) paying the costs of renewals, replacements, and extraordinary repairs to the airports and all of the 
improvements and facilities of them;

(4) redeeming before their fixed maturities any and all revenue bonds issued for the purposes of the 
airports;

(5) providing money to acquire, construct and install necessary additions and improvements to and 
extensions of and facilities for the airports and all of their facilities; and

(6) providing money to pay any and all other costs relating to the ownership, use, and operation of 
the airports.

(b) The investment of money in the revenue fund may be made in the manner that the committee may 
determine. The interest earned upon or any profits derived from the sale of this investment shall be 
deposited in and become a part of the revenue fund.
Sec. 37.15.440. Redemption fund.
There is another special fund of the state, known as the “International Airports Revenue Bond 
Redemption Fund," which is a trust fund for paying and securing the payment of the principal of and 
interest and redemption premium, if any. on the bonds and which shall be at all times completely 
segregated and set apart from all other funds of the state. The committee, on behalf of the state, shall 
obligate and bind the state to set aside and pay into the bond redemption fund any part or parts of. or all 
of, or a fixed proportion of. or a fixed amount of the money in the revenue fund sufficient to pay the 
principal of and interest and redemption premium, if any, on the bonds as the payments become due and, 
if it considers it necessary, to set aside and maintain reserves for this purpose. The bond redemption fund 
shall be drawn upon for the purpose of paying the principal of and interest and redemption premium, if 
any, on the bonds, and the bonds do not constitute a general obligation of the state.
Sec. 37.15.450. Bond terms.

(a) The bonds may be sold at public or private sale in the manner, in the amounts or series, and at the 
time or times that the committee determines. However, the bonds, or each series of them, shall be sold at 
such a price so that the effective interest rate over the life of the bonds does not exceed 11 percent per 
year or that rate of interest that is 125 percent of the rate of the Bond Buyer Index of 20 Municipal Bond 
Average Yields for the week previous to the date of sale of the bonds, whichever is higher. Interest shall 
be payable annually or semiannually

(b) The bonds mature at the time or times fixed by the committee. The bonds may be subject to 
redemption before their fixed maturities as determined by the committee and with a premium or premiums 
fixed by the committee, but a bond is not subject to redemption before its fixed maturity date unless the
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right so  to r e d e e m  that b o n d  isSB^ressly m e n t i o n e d  o n  the face of  the T h e  b o nds m a y  b e  in 

■denominations determined by  the committee; rnay be issued in c o u p o n  f o r m  or in fully registered form, 

and m a y  b e  registrable as to principal or both principal a n d  interest, all u n d e r  regulations a nd conditions 

that the c o m m i t t e e  shall provide, shall be  payable as to principal and interest at such place or places as 

m a y  b e  d e t e nmined by the committee, shall b e  signed o n  behalf of the state b y  the governor a n d  shall be 

attested b y  the lieutenant governor, b ot h  o f  w h i c h  signatures m a y  be facsimile signatures; shall hav e  the 

seal o f  the state impressed, printed or lithographed o n  them, and each of  the interest c o u p o n s  attached to 

t h e m  shall b e  signed by  the facsimile signatures o f  these officials; shall be issued under and subject to such 

terms, conditions a n d  covenants providing for the p a y m e n t  o f  the principal o f  t h e m  and interest o n  t h e m  

a nd s u c h  other terms, conditions, covenants a n d  protective features safeguarding this p a y m e n t  and 

relating to the maintenance, operation a n d  i m p r o v e m e n t  o f  the airports as f o u n d  necessary b y  the 

committee, w h i c h  covenants m a y  include a provision requiring the setting aside and maintenance of  

certain reserves to secure the p a y m e n t  o f  this principal a n d  interest. T h e  c o m m i t t e e  m a y  provide that any 

additional b o n d s  authorized after J une 27, 1 9 7 2  b y  the legislature to be payable out o f  the s a m e  souice or 

sources as the b o n d s  authorized as o f  that date m a y  later b e  issued o n  a parity with the b o n d s  authorized 

as o f  that date u p o n  compliance with a n y  conditions w h i c h  the c o m m i t t e e  m a y  prescribe,

(c) If f o u n d  reasonably necessary, the c o m m i t t e e  m a y  select a trustee or trustees for the holders o f  

the b o n d s  or  a n y  series o f  them, for the safeguarding a n d  disbursement o f  a n y  o f  the m o n e y  in a ny o f  the 

funds created b y  A S  37.15.420 , 37.15.430 a n d  37.15.440, or for duties wit h  respect to the 

authentication, delivery, a n d  registration of the b o n d s  as the c o m m i t t e e  m a y  determine, and shall fix the 

rights, duties, powers, a nd obligations o f  the trustee or trustees.

(d) In its determination o f  all o f the matters and questions relating to the issuance and sale of  the 

b o n d s  a n d  the fixing of  the maturities, terms, conditions, a n d  covenants o f  t h e m  as provided in (a), (b), 

a n d  (c) o f  this section, the decisions o f  the c o m m i t t e e  shall be  those found to be reasonably necessary for 

the best interests o f  the state and its inhabitants, a nd those that will accomplish the m o s t  advantageous 

sale o f  the bonds, with d u e  regard, however, to necessary or normal costs o f  maintenance and operation, 

renewals, a n d  replacements o f  a nd repairs to the airports an d  to all i m p r o v e m e n t s  to t h e m  and facilities of  

t h e m  o w  ned, used, operated, or leased in connection with them, the future g r o w t h  a nd expansion o f  the 

airports a n d  all o f  such facilities, a nd the possibility o f  additional revenue b o n d  financing for airports 

purposes. A n y  such decisions of  the committee, as expressed in any b o n d  resolution, are final a nd 

conclusive w h e n  a ny b o n d s  have b e e n  issued pursuant to the b o n d  resolution.

(e) A  b o n d  resolution m a y  provide that the b o n d s  issued m us t  contain a recital that they are issued 

u n d e r  A S  37 15 410 - 37.15.550, a n d  a b o n d  containing this recital shall b e  conclusively considered to be 

valid a n d  to have b een issued in conformity with A S  37 15 410 - 37,15.550.

( 0  T h e  validity of  the authorization and issuance o f  b o n d s  is not affected by  any proceedings for the 

acquisition or construction o f  the additions, i m p r o v e m e n t s ,  extensions, or facilities for which the b o nds 

h av e  b e e n  issued or by  a ny contracts in connection with the acquisition or construction.

Sec. 37.15.460. B o n d  resolution.

T h e  c o m m i t t e e  shall adopt the b o n d  resolution and prepare all other d o c u m e n t s  and proceedings 

necessary for the issuance, sale a n d  delivery o f  the b o n d s  or any part or series of them. T h e  b o n d  

resolution m u s t  fix the principal a m o u n t ,  denomination, date, maturities, place or places o f  payment, 

rights o f  redemption, if any, terms, form, conditions a n d  covenants o f  the b o n d s  or each series o f  them.

T h e  c o m m i t t e e  shall also determine a n d  provide for the date and m a n n e r  o f  sale of the bonds, a nd shall



p r o v i d e  w h e t h e r  the notice onJBHe is to be published e lsewhere in a d d i t ! V t o  the publication required b y  

• A S  3 7 . 15.450.

Sec. 37.15.470. E n f o r cement by holder.

T h e  holder o f  a n y  b o n d s  or the trustee for the holders o f  the b o n d s  or any series o f  t h e m  m ay, b y  

appropriate proceedings in the courts o f  record o f  the state, require and c o m p e l  the transfer, setting aside 

a n d  p a y m e n t  o f  m o n e y  and the enforcement of all o f  the terms, conditions a nd covenants as required and 

p r o v i d e d  in A S  3 7  15 4 1 0  - 37.15.550 and in the b o n d  resolution.

Sec. 37.15.480. A m o u n t s  required for payments,

T h e  c o m m i t t e e  shall, before D e c e m b e r  31 of  e ach year, c o m m e n c i n g  with the year in w h i c h  the b o n d s  are 

issued, certify to the commissioners o f  revenue a n d  transportation and public facilities the a m o u n t s  

required in the next ensuing calendar year by the b o n d  resolution or resolutions to be  paid out o f  the 

r e v e n u e  fund into the b o n d  redemption fund a nd to b e  paid into and maintained in any reserve fund or 

a c c o u n t  or a n y  other fund or account created b y  the b o n d  resolution or resolutions, and shall also certify 

to the comm i s s i o n e r s  the last date or dates u p o n  w h i c h  p a y m e n t s  m a y  be m a de.

Sec. 37.15.490. B o n d  negotiability.

T h e  b o n d s  a n d  the c o u p o n s  attached to t h e m  are fully negotiable instruments under the laws o f  the state. 

Sec. 37.15.500. Airport charges.

.As provided in A S 0 2  15 0 9 0  (a), the commissioner o f  transportation a nd public facilities shall fix a n d  

collect the fees, charges, and rentals derived by the state f r o m  the ownership, lease, use, and operation o f  

the airports a nd all o f  the facilities a n d  i m p r o v e m e n t s  that will provide revenue sufficient to c o m p l y  with 

all o f  the covenants of  the b o n d  resolution.

Sec. 37.15.510. State improvements to airports.

T h e  state is authorized to acquire, equip, construct, a n d  install additions and i m p r ovements to and 

extensions o f  the airports, facilities for the landing, parking, loading, storing, repairing, safety, a n d  utility 

o f  aircraft at the airports ?nd passenger, freight, a n d  terminal facilities, including safety e q u i pment a n d  

devices at the airports, found to be necessary by  the c o m m i s s i o n e r  o f  transportation and public facilities.

Sec. 37.15.520. Refunding.

(a) T h e  b o n d s  or any part o f  t h e m  m a y  be refunded at or before their maturity by the issuance o f  

refunding revenue b o nds of the state if in the opinion o f  the co m m i t t e e  refunding is advantageous to and 

in the best interests of  the state a nd its inhabitants.

(b) T h e  issuance of refunding b o n d s  need not b e  authorized by an Act o f  the legislature, a n d  the 

c o m m i t t e e  shall adopt the resolution or resolutions a n d  prepare all other d o c u m e n t s  and proceedings 

necessary for the issuance, e x c h a n g e  or sale, and delivery o f  such bonds. All provisions of  A S  37.15.410 - 

3 7 . 1 5 . 5 5 0  applicable to revenue b o n d s  are applicable to the refunding b o n d s  and to the issuance, sale or 

e x c h a n g e  o f  them, except as otherwise provided in this section.
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(t) Refunding bonds m a y ^ p s s u e d  in a principal a m o u n t  sufficient^gpprovide funds for the p a y m e n t  

o f  all b o n d s  to be refunded by them, and, in addition, for the p a y m e n t  of  all expenses incident to the 

calling, retiring or paying of  the outstanding bonds, and the issuance of the refunding bonds. T h e s e  

expenses include the difference in a m o u n t  b e t w e e n  the par value o f  the refunding b o n d s  and any a m o u n t  

less than par for which the refunding b o n d s  are sold, a ny a m o u n t  necessary' to b e  m a d e  available for the 

p a y m e n t  o f  interest u p o n  the refunding b o n d s  f r o m  the date o f  sale of  t h e m  to the date o f  p a y m e n t  o f  the 

b o n d s  to b e  refunded or to the date u p o n  w h i c h  the b o n d s  to be  refunded will b e  paid pursuant to the call 

o f  t h e m  or agreement with the holders o f  them, and the p r e m i u m ,  if any, necessary' to be  paid in order to 

call or retire the outstanding b o n d s  and the interest accruing o n  t h e m  to the date o f  the call or retirement.

Sec. 37.15.530. B o n d s  as legal investments.

T h e  b o n d s  are legal investments for all banks, trust companies, savings banks, savings a nd loan 

associations a n d  other persons carrying o n  a banking business, all insurance c o m p a n i e s  and other persons 

carrying o n  an insurance business, and all executors, administrators, trustees a n d  other fiduciaries. T h e  

b o n d s  m a y  b e  accepted as security for deposits o f  all funds o f  the state a n d  its political subdivisions.

Sec. j 7 . 1 5 . 5 4 0 .  Statutory construction.

A S  37.15.410 - 37.15.550 shall be liberally construed in order to carry out the purposes for w h i c h  they 

w e r e  enacted, and all existing laws in conflict with any o f  these sections are superseded insofar as 

necessary to accomplish the purposes of and carry out the provisions of  these sections.

Sec. 37.15.550. Definitions.

In A S  37 15 4 1 0  - 37.15.550, unless the context otherwise requires:

(1) "airports" m e ans the international airports o w n e d  a n d  operated b y  the state a nd located at or near 

the cities o f  A n c h o r a g e  and Fairbanks;

(2) " b o n d  redemption fund" m e a n s  the International Airports R e v e n u e  B o n d  R e d e m p t i o n  F u n d  

created b y  A S  37 15 4-tQ , including any accounts that are created in that fund after June 27, 1972;

(3) " b o n d  resolution" m e a n s  the resolution or resolutions authorizing the issuance o f  bonds, a d o p t e d  

b y  the c o m m ittee under A S  37 15 4 6 0  ;

(4) "bonds" m e a n s  the international airports revenue b o n d s  authorized by  A S  37.15 4 1 0  - 37.15.550;

(5) "commissioner of revenue" m e a n s  the principal executive officer o f  the D e p a r t m e n t  o f  R e v e n u e  

o f  the state as provided in A S  4 i . 2 5 .010 , or a successor;

(6) "commissioner o f  transportation and public facilities" m e a n s  the principal executive officer o f  the 

D e p a r t m e n t  o f  Transportation and Public Facilities of the state as provided in A S  4 4  .42 0 1 0  , or a 

successor;

(7) "committee" m e a n s  the state b o n d  c o m m i t t e e  created b y  A S  37.15.110, o r  any other committee, 

body, department or officer of  the state w h i c h  or  w h o  succeeds to the rights, p o w  ers, duties and 

obligations o f  the state b o n d  committee b y  lawful Act o f  the legislature;
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(8) "construction fund" rriWis the International Airports C o n s t r u c f l W F u n d  created by A S  

’ > 7 1 5  4 2 0  :

(9) "revenue fund" m e a n s  the Internationa] Airports R e v e n u e  F u n d  created by A S  37 15.430 .

Article 04. A L A S K A  C L E A N  W A T E R  F U N D  B O N D S

Sec. 37.15.560. B o n d  authorization.

(a) F o r  purposes o f  providing part o f  the m o n e y  to b e  used to provide financial assistance to 

municipalities a nd other qualified entities for the purposes stated in A S  46.03.032 (d), including the costs 

of  b o n d  issuance and administration, the issuance a n d  sale o f  revenue b o n d s  o f  the state is authorized 

subject to (b) o f  this section. T h e  b o n d s  are to b e  issued b y  the state b o n d  committee, as provided in A S  

3 7  1 5 . 5 6 0  - 37.15.605, as part o f  the Alas k a  clean w a t e r  fund revolving loan fund p r o g r a m  (A S

4 6  0 3 . 0 3 2  ), a public enterprise of  the state. T h e  net proceeds o f  the sale o f  the bonds, remaining after 

any p a y m e n t  o f  costs o f  issuance a n d  administration, shall be  paid into the Alaska clean water fund. 

A c c r u e d  interest paid o n  the b o n d s  shall be  paid into the Alaska clean water fund for transfer to the 

A l a s k a  clean water fund revenue b o n d  redemption fund (A S  37.15.565 ).

(b) T h e  state b o n d  co m m i t t e e  m a y  not issue m o r e  than $15,000,000 in revenue b o n d s  u n d e r  A S

37  15 5 6 0  - 37.15.605 during a fiscal year, excluding refunding bonds. T h e  total unpaid principal a m o u n t  

o f  r e v e n u e  bonds, including refunding bonds, but excluding refunded bonds, issued under A S  37.15.560 - 

37.15.605, m a y  not exceed $150,000,000.

(c) T h e  b o n d s  d o  not constitute a general obligation o f  the state. Authorization by  the voters o f  the 

state o r  the legislature is net required.

(d) T h e  state b o n d  c o m mittee m a y  enter into agreements with other state agencies as necessary or 

convenient to im p l e m e n t  AS 37  15 5 6 0  - -57 . 15.605.

(e) T h e  state b o n d  c o m mittee m a y  contract for the services of  underwriters, paying agents, trustees, 

b o n d  printers, rating agencies, b o n d  insurance, credit e n h a n c e m e n t  providers, accountants, financial 

advisors, a nd b o n d  counsel, a n d  other services as are necessary to accomplish the b o n d  issuance a n d  sale.

Sec. 37.15.565. B o n d  redemption fund.

(a) T h e r e  is established a special fund o f  the state, k n o w n  as the "Alaska clean water fund revenue 

b o n d  r e d e m p t i o n  fund," w h ich is a trust fund for paying and securing the p a y m e n t  of  the principal o f  an d  

interest a nd redemption premi u m ,  if any, o n  the b o n d s  an d  w h i c h  shall be at all times completely 

segregated a nd set apart f rom all other funds o f  the state. T h e  committee, o n  behalf o f  the state, m a y  

obligate a n d  bind the state to set aside a nd p a y  into the b o n d  redemption fund, on a m o n thly or other 

periodic basis, any part or parts of, or all of, or a fixed proportion of, or a fixed a m o u n t  of  the m o n e y  in 

the A l a s k a  clean water fund (A S  4 6  0 3 .032 ) sufficient to pay the principal o f  and interest a nd redemption 

p r e m i u m ,  if any, on  the b o n d s  and, if it considers it necessary, to set aside a n d  maintain reserves for this 

purpose. T h e  b o n d  redemption fund shall b e  d r a w n  u p o n  only for the purpose of paying the principal o f  

a n d  interest a n d  redemption p r e m i u m ,  if any, o n  the bonds, together with related trustee fees, if any.

(b) M o n e y  in the b o n d  redemption fund m a y  be  invested in the s a m e  m a n n e r  and o n  the s a m e  

conditions as permitted for investment o f  m o n e y  belonging to the state or held in the treasury under A S
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. x -J  0 7 0  ; however, the c o h i ^ t e e  m a y  agree with the bondholders t c ^ ^ t h e r  limit these investments. 

Earnings o n  investments mus t  be retained in the b o n d  redemption fund.

' (c) Separate accounts m a y  be  created in the b o n d  redemption fund for the purposes o f  paying and

' securing the bonds. T h e  accounts m a y  be c o m b i n e d  for purposes o f  investment.

I
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(907) 465-3652 
(907)586-8365 

(907)465-3900

M a r c h  4 ,  1 9 9 8

T h e  H o n o r a b l e  J o h n  J .  C o w d e r y  
I n t e r n a t i o n a l  T r a d e  &  T o u r i s m  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l ,  R o o m  4 1 6  
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

D e a r  R e p r e s e n t a t i v e  C o w d e r y :

E n c l o s e d  a r e  r e s p o n s e s  t o  q u e s t i o n s  o u t l i n e d  i n  y o u r  F e b r u a r y  2 6  m e m o ,  
a d d i t i o n a l  q u e s t i o n s  t h a t  w e r e  f a x e d  t o  M o r t  P l u m b  o n  F e b r u a r y  2 7 ,  a n d  
s e v e r a l  q u e s t i o n s  p o s e d  d u r i n g  t h e  c o m m i t t e e  m e e t i n g  o n  F e b r u a r y  2 6 .  A l s o  
e n c l o s e d  i s  a d d i t i o n a l  s u p p o r t i n g  d o c u m e n t a t i o n  r e l a t e d  t o  v a r i o u s  
q u e s t i o n s .

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

T h e  D e p a r t m e n t  w i l l  b e  a v a i l a b l e  f o r  t o m o r r o w ’s  s c h e d u l e d  m e e t i n g  t o  
a n s w e r  a n y  r e m a i n i n g  q u e s t i o n s  t h e  c o m m i t t e e  m a y  h a v e .  P l e a s e  l e t  m e  
k n o w  i f  y o u  r e q u i r e  a n y  a d d i t i o n a l  i n f o r m a t i o n  o n  a n y  o f  t h e s e  i s s u e s .

, S i n c e r e l y ,

J o s e p h  L .  P e r k i n s ,  P . E .  
C o m m i s s i o n e r

E n c l o s u r e s

c c :  I n t e r n a t i o n a l  T r a d e  &  T o u r i s m  C o m m i t t e e  M e m b e r s

25A-T34LH
„  crnies cn recycled pace' 3 f C.tZ.
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H o u s e  S p e c i a l  C o m m i t t e e  o n  I n t e r n a t i o n a l  T r a d e  &  T o u r i s m  

R e s p o n s e  t o  q u e s t i o n s  3 / 5 / 9 8

N E E D / P R O G R A M  Q U E S T I O N S  A N D  A N S W E R S

After the proposed project i s  completed, what will be the plane/passenger 
capacity a t AIA and how long will this capacity satisfy anticipated demand?
Under the current proposal, how long will it be before AIA will need to be 
expanded again?
T h e  p r o j e c t  i s  d e s i g n e d  t o  a c c o m m o d a t e  3 , 0 0 0 , 0 0 0  e n p l a n e m e n t s  o r  6  
m i l l i o n  p a s s e n g e r s ,  w h i c h  a r e  p r o j e c t e d  f o r  t h e  y e a r  2 0 0 5 .  T h e  a b i l i t y  o f  
t h e  p r o j e c t  t o  m e e t  a i r l i n e  n e e d s  i s  d e p e n d e n t  o n  a i r l i n e  s c h e d u l e s  a n d  
t h e i r  a b i l i t y  o r  w i l l i n g n e s s  t o  s h a r e  g a t e s  o r  d i s t r i b u t e  d a i l y  g a t e  u s e  
s c h e d u l e s  m o r e  e v e n l y .

T h e  p r o j e c t  w i l l  a d d  f i v e  n e w  j e t  g a t e s  f o r  a  t o t a l  o f  2 4 .  a n d  s e v e n  n e w  
r e g i o n a l  a i r c r a f t  p a r k i n g  p o s i t i o n s  f o r  a  t o t a l  o f  2 0 ,  a l o n g  w i t h  a s s o c i a t e d  
g a t e  l o u n g e s ,  t i c k e t  l o b b y ,  b a g g a g e  c l a i m  f a c i l i t i e s ,  a n d  a n  e x t e n d e d  c u r b s i d e  
r o a d .  I t  i s  a n t i c i p a t e d  t h a t  s o m e  c r o s s - u s e  o f  a p r o n  w i l l  b e  r e q u i r e d  b y  
r e g i o n a l  a n d  j e t  a i r l i n e s .

F u t u r e  d o m e s t i c  t e r m i n a l  e x p a n s i o n s  w i l l  d e p e n d  o n  a  n u m b e r  o f  f a c t o r s :

• R a t e  o f  p a s s e n g e r  g r o w t h
• D i s t r i b u t i o n  o f  p e a k  o p e r a t i o n  p e r i o d s
• A b i l i t y  o f  a i r l i n e s  t o  s h a r e  o r  c r o s s - u s e  g a t e s
• L e v e l  o f  s e r v i c e  t o  t h e  t r a v e l i n g  p u b l i c

A c c o r d i n g  t o  t h e  f o r e c a s t  o f  p a s s e n g e r  t r a f f i c  g r o w t h ,  a n  a d d i t i o n a l  f o u r  j e t  
g a t e s  m a y  b e  n e e d e d  i n  a b o u t  2 0 1 0  w i t h  a n o t h e r  f o u r  j e t  g a t e s  i n  a b o u t  
2 0 1 5 .

In light of AIA traffic growth projections, has the building of the new 
terminal been seriously evaluated?
Y e s .  T h e  g r o w t h  p r o j e c t i o n s  u s e d  o n  t h i s  p r o j e c t  w e r e  t h e  r e s u l t  o f  a n  i n -  
d e p t h  a v i a t i o n  f o r e c a s t  c o n d u c t e d  b y  T A M S  C o n s u l t a n t s .  T h e  f o r e c a s t  
c o n s i d e r e d  h i s t o r i c a l  p a s s e n g e r  g r o w t h ,  i n p u t  f r o m  a i r l i n e s ,  n a t i o n a l  
a v i a t i o n  g r o w t h ,  l o c a l  d e m o g r a p h i c s ,  t o u r i s m ,  a n d  o t h e r  f a c t o r s .

L o o k i n g  a t  h i s t o r i c a l  g r o w t h  p a t t e r n s ,  g r o w t h  a t  A n c h o r a g e  I n t e r n a t i o n a l  
A i r p o r t  h a s  b e e n  i r r e g u l a r  w i t h  a n  o v e r a l l  t r e n d  i n  t h e  r a n g e  o f  4 . 6 %  a n n u a l  
g r o w t h  s i n c e  1 9 9 0 .  S o m e  y e a r ’s  g r o w t h  h a s  b e e n  f l a t  o r  n e g a t i v e ,  w h i l e  
o t h e r  y e a r s  g r o w t h  h a s  b e e n  o v e r  8 % .

l



I n  1 9 9 3 ,  L e i g h  F i s h e r  p r e p a r e d  a n  e n p l a n e m e n t  f o r e c a s t  w i t h  r e s u l t s  
c o n s i s t e n t  w i t h  t h e  T A M S  f o r e c a s t  r e s u l t s .

V e r y  s e r i o u s  c o n s i d e r a t i o n  h a s  b e e n  g i v e n  t o  t h e  f o r e c a s t  d a t a ,  a s  t h i s  
i n f o r m a t i o n  f o r m s  a  b a s i s  f o r  t h e  n e e d s  a s s e s s m e n t  a n d  t h e r e f o r e  t h e  d e s i g n  
a n d  c o n s t r u c t i o n  p r o g r a m .

Your booklet shows 717,000 sq .J t in the new terminal. How much of that 
have the Airlines and other parties agreed to rent?
Do you have firm commitments from the Airlines or others to rent this space7
W h e n  t h e  n e w  C o n c o u r s e  C  c o m e s  o n  l i n e  i n  l a t e  2 0 0 1 ,  9 3 %  o f  t h e  a v a i l a b l e  
a i r l i n e  l e a s a b l e  s p a c e  w i l l  b e  o c c u p i e d .  T h i s  i s  b a s e d  o n  i n t e r v i e w s  w i t h  
i n d i v i d u a l  a i r l i n e s  a n d  w r i t t e n  r e q u e s t s  f o r  t e r m i n a l  s p a c e .  U p o n  c o m p l e t i o n  
o f  a l l  c o n s t r u c t i o n  f o r  t h e  p r o j e c t  i n  2 0 0 4  t h i s  p e r c e n t a g e  w i l l  b e  8 0 % .  T h e  
F i n a n c i a l  M o d e l  m a i n t a i n s  a  1 0 %  v a c a n c y  r a t e  f o r  t h e  l i f e  o f  t h e  b o n d s .

How much will rent per sq. ft. increase?
T e r m i n a l  r e n t  a t  A I A  w i l l  i n c r e a s e  f r o m  $ 3 2 . 9 7  i n  1 9 9 9  t o  $ 4 1 . 7 5  i n  2 0 1 0  
a s  c o m p a r e d  t o  t o d a y i s  A I A  r a t e  o f  $ 3 2 . 4 6 .  C o m p a r a b l e  t e r m i n a l  r e n t s  a t  
o t h e r  m e d i u m  h u b  a i r p o r t s  i n  1 9 9 9  i s  $ 4 0 . 6 3  a n d  $ 5 6 . 2 4  i n  t h e  y e a r  2 0 1 0 .  
S e e  f i n a n c i a l  m o d e l  a d d e n d u m  d a t e d  N o v e m b e r  5 ,  1 9 9 7 ,  p a g e  5 .

W i l l  preference be given to existing tenants?
C u r r e n t  t e n a n t s  w i l l  b e  g i v e n  a n  o p p o r t u n i t y  f o r  e q u a l  s p a c e  f o r  t h e  d u r a t i o n  
o f  t h e i r  c o n t r a c t  t e r m .  A I A  w i l l  m a k e  e v e i y  e f f o r t  t o  a c c o m m o d a t e  r e q u e s t s  
f o r  l e a s e d  s p a c e .

How much will be used for your and others airport offices?
A I A  a d m i n i s t r a t i o n  a r e a  c u r r e n t l y  u t i l i z e s  a p p r o x i m a t e l y  1 8 , 0 0 0  s q .  f t .  a n d  
e x p e c t s  t o  o c c u p y  a  s i m i l a r  a m o u n t  o f  s p a c e  a t  t h e  t i m e  o f  p r o j e c t  
c o m p l e t i o n .  C o n f e r e n c e  r o o m  a r e a s  a n d  p o t e n t i a l  c o n s o l i d a t i o n  w i l l  b e  
c o n s i d e r e d  i n  s c h e m a t i c  d e s i g n .

What binds the Airlines that voted to pay for this project to stick around 
until it is paid off?
What happens if they quit servicing Anchorage, or if they go out of business?
T h e  p r o j e c t  i s  b e i n g  c o n s t r u c t e d  i n  r e s p o n s e  t o  a  r e a l  m a r k e t  b a s e d  n e e d  o n  
p a s s e n g e r  t r a f f i c  t o d a y  a n d  p r o j e c t e d  g r o w t h  f o r  t h e  n e a r  f u t u r e .  D e m a n d  
d i c t a t e s  t h e  l e v e l  o f  a c t u a l  u s a g e .  W h e n  a n  A i r l i n e  l e a v e s  o r  g o e s  o u t  o f  
b u s i n e s s ,  o t h e r  A i r l i n e s  c a p t u r e  t h a t  s h a r e  o f  t h e  m a r k e t  ( F o r  e x a m p l e ,  
w h e n  P a n  A m  a n d  N a t i o n a l  l e f t  W a s h i n g t o n  N a t i o n a l  A i r p o r t ,  U S  A i r  f i l l e d  
t h e  v o i d .  I n  A n c h o r a g e ,  M a r k A i r  l e f t  a n d  R e n o  a n d  A m e r i c a n  W e s t  m o v e d  i n .  
T h i s  i s  n o  d i f f e r e n t  t h a n  a n y  o t h e r  i m p r o v e m e n t  m a d e  a t  t h e  a i r p o r t .  
A i r l i n e s  u s i n g  t h e  f a c i l i t i e s  p a y  r e n t a l  f e e s  f o r  i t s  u s e  r e g a r d l e s s  o f  w h e t h e r



t h e y  w e r e  o p e r a t i n g  a t  t h e  a i r p o r t  w h e n  t h e  i n d i v i d u a l  p r o j e c t  w a s  
c o n s t r u c t e d .

Glycol disposal areas
A I A  E n v i r o n m e n t a l  i s  p r e s e n t l y  w o r k i n g  w i t h  a n  A i r l i n e  T a s k  F o r c e  t o  
e v a l u a t e  a l t e r n a t i v e s  f o r  a d d r e s s i n g  g l y c o l  d i s p o s a l  a n d  r e c y c l i n g .  F i n a l  
r e c o m m e n d a t i o n s  a r e  s c h e d u l e d  f o r  J a n u a r y  1 9 9 9 .

C O N C E P T / P L A N N I N G  Q U E S T I O N S  A N D  A N S W E R S

Has the International Terminal been seriously reviewed as a short term, low 
cost alternative to expensive expansion?
Why not use the international terminal? Doesn't domestic terminal demand 
occur during hours that the international terminal is relatively quiet?
N e a r  t h e  l o w  p o i n t  i n  i n t e r n a t i o n a l  p a s s e n g e r  t r a f f i c  i n  1 9 9 4 ,  A I A  P l a n n i n g  
c o n d u c t e d  a  s t u d y  t o  e v a l u a t e  t h e  u s e  o f  t h e  I n t e r n a t i o n a l  T e r m i n a l  f o r  
d o m e s t i c  o p e r a t i o n s .  T h e  s t u d y  c o n c l u d e d  t h a t  c e r t a i n  d e s i g n  f e a t u r e s  o f  
t h e  b u i l d i n g  w e r e  s p e c i f i c  t o  l a r g e r  i n t e r n a t i o n a l  a i r c r a f t  a n d  t h e  i n t e r i o r  
c o n f i g u r a t i o n  o f  t h e  b u i l d i n g  w o u l d  h a v e  t o  b e  s i g n i f i c a n t l y  c h a n g e d  t o  
a c c o m m o d a t e  d o m e s t i c  o p e r a t i o n s .  C o r r e c t i o n  o f  t h e s e  p r o b l e m s  w a s  
e s t i m a t e d  t o  c o s t  m o r e  t h a n  t h e  b u i l d i n g ’s  o r i g i n a l  c o n s t r u c t i o n  c o s t .

T h e  c o n v e r s i o n  o f  t h e  I n t e r n a t i o n a l  T e r m i n a l  t o  d o m e s t i c  o p e r a t i o n s  a t  t h a t  
t i m e  w o u l d  h a v e  p r o v i d e d  a  d o m e s t i c  t e r m i n a l  w h i c h  d i d  n o t  w o r k  w e l l  a n d  
t o d a y  w o u l d  h a v e  r e q u i r e d  a  n e w  i n t e r n a t i o n a l  t e r m i n a l  t o  a c c o m m o d a t e  
t o d a y ’s  t r a f f i c .  I n t e r n a t i o n a l  p a s s e n g e r  t r a f f i c  i s  g r o w i n g  a t  a  f a s t e r  r a t e  t h a n  
d o m e s t i c  t r a f f i c .  L a s t  s u m m e r  i n t e r n a t i o n a l  p a s s e n g e r  f l i g h t s  e x c e e d e d  t h e  
t e r m i n a l ’s  a b i l i t y  t o  p r o v i d e  p o w e r - i n  p a r k i n g  d u e  t o  l a r g e r  a i r c r a f t  s i z e s .

D u r i n g  c o n s t r u c t i o n  o f  t h e  n e w  D o m e s t i c  T e r m i n a l  a r e a  D e l t a  w i l l  
t e m p o r a r i l y  o p e r a t e  o u t  o f  t h e  I n t e r n a t i o n a l  T e r m i n a l  H o w e v e r , f e d e r a l  
s e c u r i t y  r e q u i r e m e n t s  ( C u s t o m s  a n d  I m m i g r a t i o n s )  m a k e  i t  d i f f i c u l t  t o  
a c c o m o d a t e  d o m e s t i c  p a s s e n g e r s  i n  a  b u i l d i n g  d e s i g n e d  f o r  u n c l e a r e d  
I n t e r n a t i o n a l  p a s s e n g e r s .  A s  I n t e r n a t i o n a l  p a s s e n g e r  t r a f f i c  i n c r e a s e s  t h e  
a b i l i t y  t o  a c c o m m o d a t e  d o m e s t i c  p a s s e n g e r s  w i l l  b e c o m e  m o r e  d i f f i c u l t .

T h e  I n t e r n a t i o n a l  T e r m i n a l  n o w  s e r v e s  o v e r  7 0  I n t e r n a t i o n a l  f l i g h t s  p e r  
w e e k .  D o m e s t i c  s e r v i c e s  s u c h  a s  f o o d  s e r v i c e ,  r e t a i l ,  r e n t a l  c a r s ,  g i f t  s h o p s ,  
e t c .  a r e  m i n i m a l .  P a r k i n g  i s  l i m i t e d  a n d  t h e  c u r b s i d e  a c c e s s  i s  s i n g l e  l e v e l .  
T h e r e  i s  o n l y  o n e  d o m e s t i c  b a g g a g e  c l a i m  d e v i c e .

S i n c e  t h e  I n t e r n a t i o n a l  T e r m i n a l  w a s  c o n s t r u c t e d  i n  1 9 8 2  m o r e  t h a n  $ 1 0 0  
m i l l i o n  h a s  b e e n  g e n e r a t e d  i n  r e v e n u e  t o  t h e  A l a s k a  I n t e r n a t i o n a l  A i r p o r t
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S y s t e m  i n  d u t y  f e e  o p e r a t i o n s  a l o n e .  A d d i t i o n a l  r e v e n u e  i s  r e c e i v e d  f r o m  
t e r m i n a l  r e n t ,  g a t e  u s e  f e e s ,  a n d  l a n d i n g  f e e s .

W i l l  t h e  b a g g a g e  s y s t e m  f o r  t h e  n e w  D o m e s t i c  T e r m i n a l  b e  l i k e  D e n v e r i s ?

N o ,  t h e  b a g g a g e  s y s t e m  f o r  t h i s  p r o j e c t  w i l l  b e  d e s i g n e d  b y  C o o k  N e w h o u s e  
A s s o c i a t e s  ( C N A ) .  C N A  d e s i g n e d  t h e  b a g g a g e  b e l t  s y s t e m s  f o r  t h e  
I n t e r n a t i o n a l  T e r m i n a l  a n d  t h e  N o r t h  T e r m i n a l  B a g g a g e  A d d i t i o n .  C N A  i s  a  
n a t i o n a l l y  r e c o g n i z e d  d e s i g n e r  o f  b a g g a g e  s y s t e m s  a n d  w a s  n o t  i n v o l v e d  i n  
t h e  n e w  D e n v e r  a i r p o r t  p r o j e c t .

R e p  C o w d e r y  w a n t s  t o  k n o w  if t h e  p r o j e c t  w i l l  b e  b r o k e n  i n t o  s m a l l  e n o u g h  

c o n t r a c t s  t o  a c c o m m o d a t e  A l a s k a n  f i r m s .

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

C A R G O  Q U E S T I O N S  A N D  A N S W E R S

How can the legislature or the governor make spending decisions about 
AIAS if  we don’t know the whole picture, including cargo CIP requirements?
What is scope of additional improvements?
T h e  M a s t e r  P l a n  f o r  t h e  a i r p o r t  d o e s  i n c l u d e  c a r g o  C I P  r e q u e s t s .  T h i s  
M a s t e r  P l a n  i s  b e i n g  u p d a t e d  i n  t h e  a r e a s  o f  c a r g o  a n d  a i r f i e l d  c a p a c i t y .  
I m p r o v e m e n t s  i n  t h e  c u r r e n t  M a s t e r  P l a n  w i l l  b e  r e v a l i d a t e d  a n d  a d d i t i o n a l  
p r o j e c t s  c o n s i d e r e d .  T h e  A i r l i n e s  w i l l  a s s i s t  i n  t h e  u p d a t e  o f  t h e  M a s t e r  
P l a n  o v e r  t h e  n e x t  t w o  y e a r s .

What are their ballpark costs?
T h e  u p d a t e d  M a s t e r  P l a n  w i l l  p r e p a r e  a  c o s t  e s t i m a t e  f o r  e a c h  p r o p o s e d  
i m p r o v e m e n t ,  w h i c h  w i l l  b e  v o t e d  o n  b y  t h e  A i r l i n e s  a n d  r e v i e w e d  b y  t h e  
l e g i s l a t u r e .  C a r g o  p r o j e c t s  a r e  i n c l u d e d  i n  t h e  c u r r e n t  6  y e a r  C I P .

Have we always had a separate Cargo Master Plan?

How are Cargo Master Plan and Airport Master Plan related?
N o .  T h e  M a s t e r  P l a n  f o r  t h e  A i r p o r t  h a s  a l w a y s  i n c l u d e d  a  c a r g o  c o m p o n e n t .  
B e c a u s e  o f  t h e  g r o w t h  i n  c a r g o  a c t i v i t y  a t  A I A  t h e  c a r g o  a n d  a i r f i e l d  
c o m p o n e n t  o f  t h e  M a s t e r  P l a n  a r e  b e i n g  u p d a t e d .



How will Master Plan be funded?
T h e  C a r g o  M a s t e r  P l a n  i s  b e i n g  f u n d e d  w i t h  f e d e r a l  M o i n e s  f r o m  F A A  a n d  
I A R F . .

Why did EVA Airlines recently stop service a t AIA?
E V A  h a s  n o t  s t o p p e d  p a s s e n g e r  s e r v i c e  a t  A I A  b u t  h a s  r e s c h e d u l e d  t h e i r  
a c t i v i t y  t o  r e f l e c t  t h e  s e a s o n ^  n a t u r e  o f  p a s s e n g e r  t r a v e l .  T h e y  w i l l  h a v e  
t h r e e  f l i g h t s  a  w e e k  t h r o u g h  t h e  s u m m e r  o f  1 9 9 8 .

Is FedEx and UPS using AIA to breakdown loads and redistribute?
Y e s .  F e d E x  i s  j u s t  f i n i s h i n g  t h e  $ 3 8  m i l l i o n  P h a s e  4  o f  t h e i r  e x p a n s i o n  
p r o g r a m  w h i c h  h a s  d o u b l e d  t h e  s i z e  o f  t h e i r  o p e r a t i o n .  U P S  i s  a l s o  
c o m p l e t i n g  a n o t h e r  l a r g e  e x p a n s i o n  p r o g r a m .  T h e s e  i n c r e a s e d  f a c i l i t i e s  
d e m o n s t r a t e  F e d E x  a n d  U P S  c o m m i t m e n t  t o  A I A  a s  a  s t r a t e g i c  l o c a t i o n  f o r  
b r e a k i n g  d o w n  l o a d s  a n d  r e d i s t r i b u t i o n .

B U D G E T / C O S T  E S T I M A T I N G  Q U E S T I O N S  A N D  A N S W E R S

How many feet in the new Terminal and what is the estimated cost per 
square foot? How does this compare with similar airports and US?
T h e  t o t a l  a d d i t i o n a l  t e r m i n a l  a r e a  p r o v i d e d  3 6 7 , 0 0 0  S F .  T h e  r a w  
c o n s t r u c t i o n  c o s t  i s  $ 1 4 2 .  S F  i n  1 9 9 7  d o l l a r s  w h i c h  c o m p a r e s  f a v o r a b l y  t o  
s i m i l a r  a i r p o r t s  a r o u n d  t h e  U S  w h e r e  r a w  c o n s t r u c t i o n  c o s t s  r a n g e  f r o m  
$ 1 3 5  s q .  f t .  a t  L A X  t o  $ 1 9 0  s q .  f t .  i n  M i a m i .

What percentage of the budget will be fo r Contingency, Planning, Design, 
Engineering and Construction?

C o n t i n g e n c y  1 0  %
P l a n n i n g ,  E n v i r o n m e n t a l  &  P e r m i t t i n g  0 2  %
D e s i g n  &  E n g i n e e r i n g  &  C o n s t r u c t i o n  A d m i n .  1 0  %
P r  ct A d m i n i s t r a t i o n  0 2  %
C o n s t r u c t i o n  7 6  %
T o t a l  1 0 0  %

T h i s  p e r c e n t a g e  d i s t r i b u t i o n  o f  c o s t s  is c o n s i s t e n t  w i t h  m a j o r  p r o j e c t  

p l a n n i n g  p r a c t i c e s .

Why did this project escalate from $33 million 9 months ago to its present 
cost of $204 million?
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T h e r e  h a s  n e v e r  b e e n  $ 3 3  m i l l i o n  p r o j e c t .  O n  J u l y  1 ,  1 9 9 7  P l a n n i n g  
P r o g r e s s  R e p o r t  # 7  w a s  p r e s e n t e d  t o  t h e  A i r l i n e s  f o r  r e v i e w  a n d  d i s c u s s i o n .  
W i t h i n  t h a t  r e p o r t  w e  i d e n t i f i e d  a  1 9 9 9  C I P  r e q u e s t  o f  $ 3 3  m i l l i o n  f o r  t h e  
f i r s t  y e a r  o f  t h e  p r o j e c t .  T h e  t o t a l  p r o j e c t  i d e n t i f i e d  a s  O p t i o n  4  a t  t h a t  t i m e  
w a s  e s t i m a t e d  a t  $ 1 9 8 . 3  m i l l i o n .  T h e  A i r l i n e s  r e v i s e d  O p t i o n  4  t o  c r e a t e  a  
f i f t h  o p t i o n  w h i c h  i s  t h e  o n e  b e i n g  d e v e l o p e d  f o r  $ 1 9 0 . 8  m i l l i o n  ( 1 9 9 7  
d o l l a r s ) .  T h e  $ 2 0 5 . 3  m i l l i o n  a d d s  $ 1 4 . 5  m i l l i o n  i n  i n f l a t i o n  t o  t h e  m i d - p o i n t  
o f  c o n s t r u c t i o n .

Will you have to increase carport leasing staff, or do you plan to use private 
sector brokers?
T h e  A i r p o r t  d o e s  n o t  i n t e n d  t o  i n c r e a s e  p e r m a n e n t  l e a s i n g  s t a f f  a s  a  r e s u l t  
o f  t h i s  p r o j e c t ,  n o r  w i l l  w e  n e e d  p r i v a t e  s e c t o r  b r o k e r s

Identify use of funds to date for the $14.5 million of appropriations fo r 
Concourse C and the Terminal Project.
A  t o t a l  o f  $ 1 4 . 7  m i l l i o n  h a s  b e e n  a p p r o p r i a t e d  i n  F Y 9 4  a n d  F Y 9 7 ,  P l e a s e  s e e  
A t t a c h m e n t  # 8  f o r  a  b r e a k d o w n  o f  t h e  u s e  o f  t h e s e  f u n d s  t o  d a t e

f  F I N A N C I A L  Q U E S T I O N S  A N D  A N S W E R S

What is debt capacity of AIAS?
How much debt is against the IARF a t this point?
P r e s e n t l y ,  t h e r e  a r e  t w o  s e t s  o f  b o n d  i s s u e s  w i t h  a p p r o x i m a t e l y  $ 3 3  m i l l i o n  
o f  o u t s t a n d i n g  d e b t .  O n e  i s  p a i d  o f f  i n  F Y 2 0 0 0  a n d  t h e  o t h e r  i n  F Y 2 0 1 5 .

A I A S  i s  a  s e l f - s u p p o r t i n g  e n t e r p r i s e  f u n d  w i t h  n o  g e n e r a l  f u n d  s u p p o r t .  
E a c h  y e a r ,  A I A S  ‘s e t s  i t s  a i r l i n e  r a t e s  a n d  f e e s  ( l a n d i n g  f e e ,  t e r m i n a l  r e n t a l  
r a t e ,  e t c . )  a t  l e v e l s  h i g h  e n o u g h  t o  e n s u r e  s u f f i c i e n t  r e v e n u e s  w i l l  b e  
g e n e r a t e d  t o  c o v e r  t h a t  y e a r s ’ o p e r a t i n g ,  c a p i t a l  a n d  d e b t  s e r v i c e  c o s t s .  
T h e r e f o r e ,  A L A S ’ d e b t  c a p a c i t y  o n l y  b e c o m e s  a n  i s s u e  w h e n  p r o p o s e d  d e b t  
w o u l d  r a i s e  r a t e s  a n d  f e e s  t o  l e v e l s  w h e r e  t h e y  a r e  n o  l o n g e r  c o m p e t i t i v e  f o r  
o p e r a t o r s  a t  A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t .  E v e n  a f t e r  i s s u i n g  $ 2 0 4  
m i l l i o n  o f  n e w  d e b t ,  M A S ’ p r o j e c t e d  r a t e s  a n d  f e e s  w i l l  s t i l l  b e  b e l o w  t h e  
n a t i o n a l  a v e r a g e  w h e n  c o m p a r e d  t o  o t h e r  a i r p o r t s .  D e b t  c a p a c i t y  i n c r e a s e s  
a s  v o l u m e  o f  a c t i v i t y  i n c r e a s e s .

Is borrowing power capacity for Anchorage legally separate from Fairbanks?
N o .  T h e  A n c h o r a g e  a n d  F a i r b a n k s  I n t e r n a t i o n a l  A i r p o r t s  c o m p r i s e  t h e  A I A S  
a n d  a r e  t r e a t e d  l i k e  a  s i n g l e  e n t i t y  f o r  f i n a n c i a l  p u r p o s e s .

6



#  •

What is the long range capital improvement plan, and accompanying cost 
estimates, for AIA and FIA?
Please match the funding sources to the projects in the above long range 
CIP and compare to debt capacity?
( P l e a s e  s e e  A t t a c h m e n t  # 5  w h i c h  i s  t h e  l a t e s t  a p p r o v e d  6  y e a r  C I P )

How does funding for present proposal differ from funding proposals used 
for past terminal projects a t AIA and FIA?
B o n d s  h a v e  a l w a y s  b e e n  i s s u e d  i n  t h e  p a s t  t o  h e l p  f i n a n c e  t h e  c o n s t r u c t i o n  
o f  t h e  A I A  &  F I A  t e r m i n a l  p r o j e c t s .  T h e  l a s t  t i m e  A I A S  i s s u e d  d e b t  w a s  i n  
1 9 8 6  i n  t h e  a m o u n t  o f  $ 3 8  m i l l i o n  f o r  t h e  A I A  p a r k i n g  g a r a g e .  I t  s h o u l d  b e  
n o t e d  t h a t  t h e  b o n d s  i s s u e d  i n  1 9 7 5  t o  c o n s t r u c t  t h e  A I A  I n t e r n a t i o n a l  
T e r m i n a l  w e r e  d e f e a s e d  w h e n  i t  w a s  d e t e r m i n e d  t h a t  t h e  A I A S  h a d  
s u f f i c i e n t  c a s h  i n  t h e  LA JR F  t o  c o m p l e t e  t h i s  t e r m i n a l  p r o j e c t  w i t h o u t  t h e  u s e  
o f  o u t s i d e  f i n a n c i n g .

What are historical balances of the IARF? Please show which major projects 
were funded in which year.
( S e e  A t t a c h m e n t  # 6  -  T a b l e s ,  w h i c h  s h o w  A I A S ’ c a p i t a l  p r o j e c t s  a n d  t h e i r  
f u n d i n g  s o u r c e s  f r o m  F Y 9 1  t o  F Y 9 8 )

How long is the proposed project’s life and how long is the amortization 
period?

• I n d u s t r y  S t a n d a r d  B u i l d i n g  d e s i g n  l i f e  -  3 0  y e a r s
• B o n d  A m o r t i z a t i o n  p e r i o d  -  2 5  y e a r s

Why are we incurring 25-year debt for a remedy, which will last only 1 or 2 
years?
A s  d i s c u s s e d  a n d  a g r e e d  w i t h  t h e  A i r l i n e s ,  t h e  P l a n  o f  F i n a n c e  a l l o w s  t h e  
A i r l i n e s  t o  p a y  f b r  t h e  r e d e v e l o p m e n t  p r o j e c t  o v e r  t h e  n e x t  2 5  y e a r s .  T h i s
f l a t t e n s  t h e  a n n u a l  c o s t  t o  t h e  A i r l i n e s ,  a n d  a v o i d s  a  s h a r p  s p i k e  t o  a n n u a l
C I P  r e q u i r e m e n t s .

A n c h o r a g e  h a s  s e e n  p a s s e n g e r  t r a f f i c  g r o w  a l m o s t  6 0 %  s i n c e  o u r  l a s t  t e r m i n a l  
e x p a n s i o n  i n  1 9 8 3 .  T h i s  g r o w t h  h a s  c a u s e d  e x t e n s i v e  d e f i c i e n c i e s  p a r t i c u l a r l y  
o n  t h e  p u b l i c  s i d e  o f  t h e  t e r m i n a l .  T i c k e t i n g  a n d  b a g g a g e  c l a i m  h a v e  l e s s  t h a n  
h a l f  t h e  s p a c e  r e q u i r e d  t o  p r o v i d e  a n  a d e q u a t e  l e v e l  o f  s e r v i c e  t o d a y .  A b o u t  
4 0 %  o f  t h e  c o s t  o f  t h i s  p r o j e c t  c o r r e c t s  d e f i c i e n c i e s  t h a t  e x i s t  t o d a y .

T h i s  p r o j e c t  s u p p o r t s  l o n g - t e r m  a c t i v i t y  a t  A I A .

How will AIA’s landings fees compare nationally after the proposed debt is 
incurred?
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A I A  l a n d i n g  f e e s  a t  t h e  h i g h e s t  p o i n t  o f  o u r  2 5 - y e a r  p e r i o d  w i l l  s t i l l  b e  o n  
t h e  l o w  e n d  o f  l a n d i n g  f e e s  f o r  m e d i u m  h u b  a n d  l a r g e  h u b  a i r p o r t s  n a t i o n a l l y .  
( S e e  A t t a c h m e n t  # 3 ) .

How will those higher tariffs affect AIA's and FIA’s ability to finance future 
expansion and attract new carriers?
A I A 's  l a n d i n g  f e e s  w i l l  r e m a i n  i n  t h e  l o w  t o  m o d e r a t e  r a n g e  w h e n  c o m p a r e d  
w i t h  o t h e r  m e d i u m  h u b  p a s s e n g e r  a i r p o r t s  a n d  l a r g e  h u b  c a r g o  a i r p o r t s .  
T h e  A i r p o r t  w i l l  b e  a b l e  t o  c o n t i n u e  a  p r u d e n t  c a p i t a l  i m p r o v e m e n t s  
p r o g r a m  a t  t h e  s a m e  t i m e  a s  t h e  t e r m i n a l  p r o j e c t .  A l a s k a  r e m a i n s  a n  
e x t r e m e l y  a t t r a c t i v e  m a r k e t  a s  e v i d e n c e d  b y  i t s  h i g h  n u m b e r  o f  j e t  i n t e r s t a t e  
p a s s e n g e r  c a r r i e r s :  A l a s k a ,  A m e r i c a  W e s t ,  D e l t a ,  N o r t h w e s t ,  R e n o ,  U n i t e d ,  
a n d  T W A .  E v e r y  y e a r  f o r  t h e  p a s t  t h r e e  y e a r s  ( i n c l u d i n g  t h i s  y e a r ) ,  
A n c h o r a g e  h a s  g a i n e d  a  n e w  p a s s e n g e r  c a r r i e r  f o r  s e a s o n a l  s e r v i c e :  R e n o ,
A m e r i c a  W e s t ,  a n d  T W A .  C a r g o
a c t i v i t y  i s  e x p e c t e d  t o  c o n t i n u e  g r o w i n g  t h a n k s  t o  A l a s k a ’s  s t r a t e g i c  l o c a t i o n  
a n d  f a v o r a b l e  b u s i n e s s  c l i m a t e

How much money is in the International Airport Revenue Fund at this point?
A t  6 / 3 0 / 9 7 ,  t h e r e  w a s  a p p r o x .  $ 7 8  m i l l i o n  i n  t h e  I A R F .  A p p r o x .  $ 3 6  m i l l i o n  
w a s  i n  r e s e r v e s  r e q u i r e d  b y  t h e  A I A S  b o n d  r e s o l u t i o n s '  a n d  o p e r a t i n g  
a g r e e m e n t :  a p p r o x .  $ 3 7  m i l l i o n  w a s  s e t  a s i d e  t o  c o m p l e t e  p r i o r  y e a r -  c a p i t a l  
a p p r o p r i a t i o n s  t h a t  a r e  i n  v a r i o u s  s t a g e s  o f  c o m p l e t i o n ;  a n d  t h e  r e m a i n i n g  
$ 5  m i l l i o n  w a s  r e f u n d e d  b a c k  t o  t h e  A i r l i n e s  i n  t h e  F Y 9 8  l a n d i n g  f e e  
c a l c u l a t i o n .

How will reduction in the requested bond authorization from $304 million 
to $280 million affect this project?
I f  t h e  A i r p o r t  i s  s u c c e s s f u l  i n  o b t a i n i n g  F A A  f u n d i n g ,  a  r e d u c t i o n  i n  b o n d  
a u t h o r i s a t i o n  w i l l  h a v e  l i t t l e  e f f e c t  o n  t h e  p r o j e c t .  I f  w e  a r e  u n s u c c e s s f u l  i n  
s e c u r i n g  a d d i t i o n a l  f e d e r a l  f u n d s  w e  m a y  n e e d  t o  r e q u e s t  a d d i t i o n a l  b o n d i n g  
a u t h o r i t y  o r  s e c u r e  a l t e r n a t i v e ,  y e t  t o  b e  I d e n t i f i e d ,  f u n d s .

What prioritization have you done to achieve a scaled back scenario if there 
was a 100 basis point rise in interest rates?
T h e  P l a n  o f  F i n a n c e  p r o v i d e s  f o r  a  1 0 0  b a s i s  p o i n t  c u s h i o n  i n  t h e  s i z i n g  o f  
t h e  b o n d .  N o  s c a l e  b a c k  s c e n a r i o  w o u l d  b e  r e q u i r e d  f o r  a  1 0 0  b a s i s  p o i n t  
r i s e .

What is the cost of the total CIP program for Fairbanks and Anchorage 
Airports over the next 10 years?
S e e  A t t a c h m e n t  # 5  f o r  t h e  l a t e s t  a p p r o v e d  6 - y e a r  C I P .
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Concerning the Finance Plan: How much is in there to pay to Investment 
Bankers, brokers, bond counsel and others?
$ 4 . 7  m i l l i o n  i s  e s t i m a t e d  f o r  a l l  f i n a n c i n g  c o s t s  a n d  b o n d  i n s u r a n c e .  S e e  
p a g e  2  o f  t h e  N o v e m b e r  5 ,  1 9 9 7  a d d e n d u m  t o  t h e  P l a n  o f  F i n a n c e  ( i n  g r a y  
b r i e f i n g  b o o k l e t ) .

Please explain how the Passenger Facility Charge system works nov), and 
then how it would work if we adopted it for the Anchorage Airport. How 
much would it reduce the bonding needed fo r this project?

I  understand that Alaskans are already paying a Passenger Facility Charge but 
that it’s going to Seattle and other Airports instead of Anchorage or 
Fairbanks? Please tell me how PFC worlcs. How much money is presently 
going to outside Airports that could be coming here?
I n  r e c o g n i t i o n  t h a t  a i r p o r t s '  c a p i t a l  n e e d s  a r e  f a r  o u t p a c i n g  a v a i l a b l e  f e d e r a l  
A I P  f u n d s .  C o n g r e s s  p a s s e d  l e g i s l a t i o n  i n  1 9 9 0  w h i c h  a l l o w s  a i r p o r t s  t o  
c h a r g e  p a s s e n g e r s  u s i n g  t h e i r  f a c i l i t i e s  a  $ 3  p a s s e n g e r  f a c i l i t y  c h a r g e  ( P F C ) .  
A  $ 3  P F C  i s  a d d e d  t o  p a s s e n g e r ’s  t i c k e t  p r i c e  a t  t h e  f i r s t  2  a i r p o r t s  t h a t  t h e  
p a s s e n g e r  b o a r d s  a  p l a n e  o n  a  o n e - w a y  t r i p  a n d  t h e  f i r s t  2  a n d  l a s t  2  a i r p o r t s  
t h a t  a  p a s s e n g e r  b o a r d s  a  p l a n e  o n  a  r o u n d  t r i p .  T h u s ,  t h e  m a x i m u m  a m o u n t  
a  p a s s e n g e r  c a n  g e t  c h a r g e d  f o r  P F C ' s  o n  a  o n e - w a y  t r i p  i s  $ 6  a n d  $ 1 2  o n  a  
r c u n d  t r i p .

A l t h o u g h ,  i t  i s  p o s s i b l e  t o  e s t i m a t e  h o w  m u c h  o u r  a i r p o r t s  c o u l d  e a r n  f r o m  
P F C ’s  p e r  y e a r  i f  P F C ’s  w e r e  i m p l e m e n t e d  ( A I A  -  a p p r o x .  $ 5 . 5  m i l l i o n  a n d  
F I A  a p p r o x .  -  $ 1  m i l l i o n ) ,  i n f o r m a t i o n  s h o w i n g  p a s s e n g e r s ’ i t i n e r a r i e s  a r e  
n o t  r e a d i l y  a v a i l a b l e  f r o m  t h e  F A A ,  t h e  A i r l i n e s ,  o r  t h e  a i r p o r t ' s  r e c o r d s  
w h i c h  w o u l d  a l l o w  AJLA c a l c u l a t e  t h e  a m o u n t  o f  m o n e y  t h a t  i s  p r e s e n t l y  g o i n g  
t o  o u t s i d e  a i r p o r + s  t h a t  c o u l d  b e  r e m a i n i n g  i n  A l a s k a . .

I f  P F C ’s  w e r e  i m p l e m e n t e d ,  t h e  b o n d i n g  r e q u i r e m e n t  w o u l d  n o t  b e  r e d u c e d  
b u t  t h e  P F C  r e v e n u e s  c o u l d  b e  u s e d  t o  p a y  o f f  s o m e  o f  t h e  a n n u a l  d e b t  
s e r v i c e  e a c h  y e a r  r e d u c i n g  t h e  a m o u n t  t h a t  w o u l d  b e  p a s s e d  o n t o  t h e  
A i r l i n e s  i n  t h e i r  r a t e s  a n d  f e e s

Why is Governor Knowles ignoring Passenger Facilities Charges as part of the 
Finance Flan fo r this project and what did your financial consultant, Mr. 
King, say about the adirisability of having PFC’s?
G o v e r n o r  K n o w l e s  h a s  s t a t e d  t h a t  h e  w i l l  n o t  s u p p o r t  P F C s  u n l e s s  t h e y  a r e  
p a r t  o f  a  p u b l i c l y  a c c e p t a b l e  p r o g r a m  t h a t  t a k e s  i n t o  c o n s i d e r a t i o n  t h e  
u n i q u e  n a t u r e  o f  A l a s k a ,  p a r t i c u l a r l y  s i n c e  m a n y  A l a s k a n s  h a v e  n o  a l t e r n a t i v e  
t o  a i r  t r a n s p o r t a t i o n  . W e  a r e  w o r k i n g  w i t h  t h e  F A A  t o  d e v e l o p  a  p r o g r a m  
t h a t  a d d r e s s e s  t h e  g o v e r n o r ' s  c o n c e r n s



•  m

M r .  K i n g  a d v i s e d  t h a t  i f  P F C ’s  w e r e  a d o p t e d  a t  A IA ,  t h e  b o n d  r e s o l u t i o n s  
w o u l d  b e  b r o a d  e n o u g h  s o  P F C  r e v e n u e s  c o u l d  b e  u s e d  t o  p a y  s o m e  o f  t h e  
p r o p o s e d  d e b t  p a y m e n t s .

C a n  y o u  p r o v i d e  a  list o f  u n e x p e n d e d  C I P  a p p r o p r i a t i o n s ?

S e e  a s  a t t a c h m e n t  # 9  -  A I A S  U n e x p e n d e d  C I P  A p p r o p r i a t i o n s  d a t e d  
6 / 3 0 / 9 7 .
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H o u s e  S p e c i a l  C o m m i t t e e  o n  I n t e r n a t i o n a l  T r a d e  &  T o u r i s m  
R e s p o n s e  t o  A d d i t i o n a l  Q u e s t i o n s  3 / 1 9 / 9 8

QA Has the airport considered the alternatives of building a new terminal in a 
new location, rather than adding to and ex-pan ding the existing terminal? 
Explain the planning process.

Y e s ,  n e w  t e r m i n a l  a l t e r n a t i v e s  w e r e  c o n s i d e r e d  a s  p a r t  o f  t h e  p l a n n i n g  
p r o c e s s .  T h e  p l a n n i n g  t e a m  f o r  t h i s  p r o j e c t  w o r k e d  w i t h  t h e  A i r l i n e s  t o  
d e v e l o p  a n  a v i a t i o n  f o r e c a s t ,  s t a t e m e n t  o f  n e e d ,  t e r m i n a l  m a s t e r  p l a n ,  a n d  
t h e  c o n c e p t  d e s i g n  f o r  t h e  p r o j e c t .  I n  a  s e r i e s  o f  e i g h t  w o r k s h o p s  o v e r  a  s i x -  
m o n t h  p e r i o d ,  f o u r t e e n  d i f f e r e n t  m a s t e r  p l a n  a l t e r n a t i v e s  f o r  t h e  y e a r  2 0 1 5  
w e r e  d e v e l o p e d .  I d e a s  f r o m  b o t h  t h e  p l a n n i n g  t e a m  a n d  t h e  A i r l i n e s  w e r e  
i n c l u d e d  i n  t h e  a l t e r n a t i v e s .  T w o  o f  t h e  f o u r t e e n  a l t e r n a t i v e s  c o n s i d e r e d  
w e r e  n e w  t e r m i n a l  c o n c e p t s  t h a t  d i d  n o t  p r e s e r v e  t h e  e x i s t i n g  t e r m i n a l s .  
E a c h  o f  t h e  1 4  c o n c e p t s  w a s  e v a l u a t e d  i n  a  f o r m a l  d e c i s i o n  m a t r i x  a n d  t h r e e  
c o n c e p t s  w e r e  s e l e c t e d  f o r  f u r t h e r  c o n s i d e r a t i o n .  T h e  p r e f e r r e d  m a s t e r  
p l a n ,  a s  s e l e c t e d  b y  t h e  A i r l i n e s ,  c o m b i n e d  v a r i o u s  a s p e c t s  o f  t h e  s h o r t l i s t e d  
c o n c e p t s .  U s i n g  t h e  A i r l i n e s  s e l e c t e d  m a s t e r  p l a n  f o r  2 0 1 5 ,  t h r e e  2 0 0 5  
t e r m i n a l  c o n c e p t  d e s i g n s  w e r e  d e v e l o p e d  a n d  e v a l u a t e d  i n  t h e  s a m e  m a n n e r .  
A g a i n ,  t h e  A i r l i n e s  a s s i s t e d  t h e  p l a n n i n g  t e a m  i n  d e v e l o p i n g  a  p r e f e r r e d  
c o n c e p t ,  w h i c h  c o m b i n e d  c o m p o n e n t s  o f  t h e  t h r e e  o r i g i n a l  c o n c e p t s .

A l l  c o n c e p t s ,  w h i c h  c o n s t r u c t  a  n e w  t e r m i n a l  a t  a  n e w  l o c a t i o n ,  w o u l d  
s u b s t a n t i a l l y  i n c r e a s e  t h e  c o s t  o f  t h e  p r o j e c t .  R e p l a c e m e n t  o f  e x i s b n g  
t e r m i n a l  b u i l d i n g s ,  s u p p o r t  f a c i l i t i e s ,  p a r k i n g  g a r a g e ,  u t i l i t i e s ,  c u r b s i d e  a n d  
a c c e s s  r o a d s  c o u l d  e a s i l y  a p p r o a c h  S I  b i l l i o n .

g . 2  W h a t  I s  t h e  c o n s e q u e n c e  o f  d e l a y i n g  t h e  p r o j e c t ?
A  d e l a y  o f  t h i s  p r o g r a m  w i l l  i n c r e a s e  r i s k s ,  i n c r e a s e  c a p i t a l  c o s t s  t o  A i r l i n e s ,  
i n c r e a s e  c u r r e n t  o p e r a t i n g  c o s t s  t o  t h e  a i r p o r t  a n d  d e l a y  a d d r e s s i n g  s e r i o u s  
d e f i c i e n c i e s  w h i c h  c u r r e n t l y  e x i s t .  T h e  A i r p o r t ,  A i r l i n e s  a n d  D O T .  
r e c o g n i z i n g  t h e  e x i s t i n g  t e r m i n a l  d e f i c i e n c i e s ,  h a v e  r e c o m m e n d e d  
p r o c e e d i n g  i m m e d i a t e l y  w i t h  i m p l e m e n t a t i o n  o f  p r o g r a m  t o  m i n i m i z e  r i s k s ,  
c a p i t a l  c o s t s  a n d  o p e r a t i n g  c o s t s  w h i l e  m e e t i n g  d o c u m e n t e d  p u b l i c  n e e d s .  
F u r t h e r ,  m a r k e t  p l a c e  c o n d i t i o n s  f o r  i n t e r e s t  r a t e s  o n  r e v e n u e  b o n d s  a r e  a t  
r e c o r d  l o w s  a n d  m a k e  t h i s  a n  i d e a l  t i m e  t o  p u t  f i n a n c i n g  i n  p l a c e .  
P o s t p o n e m e n t  w i l l  r i s k  l o s i n g  a n  o p p o r t u n i t y  t o  s i g n i f i c a n t l y  r e d u c e  t h e  
l o n g - t e r m  c o s t  o f  t h i s  p r o j e c t .

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

C o n c o u r s e  C  i s  s u b s t a n t i a l l y  o u t  o f  c o m p l i a n c e  w i t h  s e i s m i c ,  f i r e ,  a n d  l i f e  s a f e t y  
c o d e s .  C o n t i n u e d  o p e r a t i o n  o f  C o n c o u r s e  C  p l a c e s  t h e  S t a t e  o f  A l a s k a  a t  r i s k  f o r  
l i a b i l i t y .  M a i n t e n a n c e  c o s t s  a r e  h i g h  t o  k e e p  t h e  b u i l d i n g  o p e r a t i o n a l .  M a j o r  
b u i l d i n g  s y s t e m s ,  s u c h  a s ,  h e a t i n g  a n d  r o o f i n g  f a c e  e m i n e n t  f a i l u r e .  E m e r g e n c y  t 
f u n d s  c o u l d  b e  u s e d  f o r  t e m p o r a r y  s o l u t i o n s ,  b u t  s u c h  c o s t s  a r e  “t h r o w  a w a y " .  T o  
d e l a y  d e m o l i t i o n  o f  C o n c o u r s e  C  p l a c e s  t h e  a i r p o r t  a n d  t h e  s t a t e  a t  g r e a t e r  r i s k  a n d  
i n c r e a s e d  m a i n t e n a n c e  c o s t .

T h e  m a i n  t i c k e t  l o b b y  i n  t h e  D o m e s t i c  T e r m i n a l  d o e s  n o t  m e e t  m i n i m u m  
g u i d e l i n e s  f o r  s t r u c t u r a l  r e s i s t a n c e  t o  e a r t h q u a k e s  a n d  m u s t  b e  u p g r a d e d  t o
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provide for greater public safety. This upgrade is included as a part of the 
proposed project.

• 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.

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.

• Lf 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.

9-3 Fbrplnln pgnln what havens if an airline leaves Anchorage and other carders 
have to accommodate this traffic. Doesn’t this result in higher load factors. 
ffiOTr.r 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.

g.4 How does the proposed terminal rent comt>are to other airports nationwide?

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

Annual Rate 
per Square 
Foot

1996 
Large Hub 

(for 
reference)

1996 
Medium Hub 

(AIA is medium 
hubj

iz>97 
AIA Rent

1998 
AIA Rent

2002
Propose

d
AIA
Rert

Terminal 
Counter Space

S57.90 $45.52 $32.64 S32.46 $39.71

Airline Office 
Space

$47.86 $38.30 $32.64 $32.46 S39.71
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W > m t  are the proposed future cargo projects? H o w  m u c h  will they cost?

Proposed air cargo projects have been identified in the 6-year CIP and the 10-year Letter 
Of Intent. The air cargo master plan is being updated which will contain additional 
information addressing project needs for the next 20 years.

Project Cost

Parallel Taxiway East of Romeo S9.200.000

North Airpark Taxiway into Wetlands 3.000,000

Deicing Collection Facility 1.500.000

Engine Runup Pad/D&D Holding Area 2.100.000

North Airpark Tug Roads 5,400.000

West Airpark Parallel Taxi ways 23.000,000

South Airport Tug Roads 2.000.000

Land Acquisition 1.000.000

Roads/Utilities Reconstruction Upgrade 5,500.000

North Airpark Access Road Construction 9,000,000

Runway Extension 6.200.000

Cargo Apron Reconstruction 6.000.000

Cargo Fueling Apron Expansion 4.500.000

Total S78.400.000

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

Q.6 How do the proposed landing fees compare to Aslan 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.
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Q.7 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%

Total 100%

I

Q.8 What Is the total by each funding source for the six-year CIP?
AIA * FIA Total

Federal $ 62,930.0 $ 14,915.7 $ 77,845.7

IARF 79.320.0 18.218.3 97.538.3

Total $.0 $ .0 $.0

' Does not include Terminal Project.

Q.9 H off will the airport be able to afford future protects? Aren't we using up 
-. vir bonding capacity?

• ther than very large projects, such as this terminal project. AIAS 
u adib'onaUy 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 increased bond capacity.
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g.10 Why do we want to incur debt for 25 years, when another expansion may be 
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 ‘hver-estimating" growth by building for 2015 at this 
time.

g .ll 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:

I

g.12 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.

g,13 Please provide a 25-year 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.

$179 million issue $204 million bond 
issue

February 1998 Insured Rates Total Interest 
$144 million

Total Interest 
$164 million

Plus 100 basis points Total Interest 
$178 million

Total Interest 
$203 million

Plus 200 basis points Total Interest 
$213 million

Total Interest 
$242 million

5
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Q.14 What Is the schedule for the development of the new operating agreement?

AIA 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.

Q.15. What is the cost of the AIA office space for the project and specifically the 
finish work cost associated with that office space?

A IA  o f f i c e  c o n s t r u c t i o n  a n d  a s s o c i a t e d  f i n i s h  w o r k  i s  i n c l u d e d  i n  t h e  
e s t i m a t e d  $ 1 4 2  p e r  s q u a r e  f o o t  c o n s t r u c t i o n  c o s t .  T h i s  c o s t  i s  e x c l u s i v e  o f  
t h e  c o s t  o f  d e s i g n  a n d  a d m i n i s t r a t i o n .

i»
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lOWV KNOWLES, G O V E R N O R

DEPARTMENT OF TRANSPORTATION 
AND PUBLIC FACILITIES
O F F I C E  O F  T H E  C O M M I S S I O N E R

3132. CHANNEL DRIVE 
JUNEAU, ALASKA 99801-7898

TEXT: (907)465-3652
FAX: (907)586-8335

PHONE: (907)465-3900

March 19, 1998

The Honorable John Cowdery 
Alaska State Legislature 
State Capitol, Room 416 
Juneau AIL 99801

Dear

The Department has been asked to respond to a number of committee questions 
regarding the Anchorage International Airport (AIA) redevelopment project. I 
want to provide you with a summary of key issues.

C o n t r a c t s  P r o c e s s

Questions have been asked as to the details of the contract packages for the 
construction of the facility. We have not been definite with our answers as the 
magnitude and composition of the final contract package will not be finally 
determined until design has been initiated. However, we have a preliminary listing 
(enclosed) of the contracts as we now see them. I emphasize that this is subject to 
change as design progresses. The procedure we will use to develop final packages 
is to complete a detailed critical path schedule of the entire project. This will 
allow us to identity long lead time materials and closely examine the potential 
contract interfaces. We will then balance the need to spread the work versus the 
risk the state will assume at contract interfaces. As an example, we would not want 
the start of a major critical path item to be dependent on the completion of a small 
$200,000 contract for work which is also on the critical path. We would probably 
add the $200,000 to the major contract to reduce risk of untimely completion. 
Where there is sufficient project float we will consider smaller contracts to help 
spread the work. Even though some of the major contracts will be fairly large we 
will insure that there are sufficient Alaska based contractors capable of bonding and 
accomplishing the work to provide a competitive environment. If not, we will 
reduce the scope of the contract dependent on the degree of risk. Many smaller 
Alaskan contractors will have the opportunity to work on the larger contracts as 
subcontractors. In this type of construction it is normal for a prime contractor to 
subcontract a considerable portion of the project. I see this project providing 
considerable opportunity for many Alaskan contractors both large and small.

O n  g o i n g  A c t i v i t y

In addition to responding to the questions you have raised, over the last 10 days my 
staff has been providing information to your consultants and malting themselves 
available to answering their questions. Although their review time on your behalf 
has been short, we hope that they have discussed tire project with airlines,
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particularly the 13 affirmative votes. This plan has had months of review by the 
airlines; they have asked hundreds of questions and the plan before you reflects 
their business plan needs as well as the needs of the traveling public. As the 
funders of the project, we believe that the voice of the majority of the passenger 
carriers must be considered when reviewing this project.

In addition to the Q & A process, DOT&PF has prepared and submitted to FAA a 
Letter of Intent for federal funding of projects at the Airport. As indicated to the 
airlines and the Legislature, DOT&PF and AIA are committed to pursuing federal 
funds to assist in reducing the size of the revenue bond requirements of the 
project. The LOI review process runs until July of this year when a determinate on 
eligible projects will be made.

Concurrent with the LOI is the need to meet the. NEPA requirements for the 
project and an Environmental Assessment is being prepared with a schedule goal 
of completion in June. The NEPA process involves a very active public process and 
members of the Terminal Planning Team have been actively involving the 
community in the review of the plan which is before you.

T h e  P l a n n i n g  P r o c e s s

When AIA and DOT&PF began the planning process in the fall of 1996 there were 
no preconceived nations as to the scale and shape of this project. A team of highly 
qualified professionals in aviation planning, program management and design were 
competitively selected to conduct a needs assessment, prepare a terminal master 
plan and formulate an implementation plan including cost, schedule and plan of 
finance. As repeatedly stated by the Chair of the Airlines Affairs Committee who 
has experience at airports across the U.S., the planning process at AIA has been 
thorough and professional and the solutions carefully developed. There has been 
excellent coordination with the airlines every step in the process. To achieve this 
level of quality the planning team has had to be both flexible and focused and 
responsive to the thousands of issues that must be considered.

Those who do not support the project may claim that the planning process has 
been expensive and lacked management oversight. In fact, our planning process 
represents approximately 1% of the cost of the entire project which is an 
appropriate investment when considering the level of investment the airlines are 
prepared to make. The management of DOT&PF on the planning effort has been 
exceptional with detailed tasking of c’l consultants efforts and revising scope and 
schedule to meet the requests of the airlines.

We have assembled an excellent team to plan and implement the project.
Dave Eberle, the program manager, has extensive experience developing projects 
much larger than is being proposed here. He brought the $350 million Bradley 
Lake Hydroelectric project and the $130 million Northern Intertie project in on 
time and considerably under budget.

P l a n n i n g  A s s u m p t i o n s

The planning assumptions which are the basis of the plan before you are standard 
aviation planning requirements for airports. We all recognize the deficiencies 
which exist at AIA today. The forecast growth into the future is consistent with the 
airport’s past growth and the FAA forecasts of increased air travel by the public into



the future. The space planning assumptions for planning the terminal are based on 
an average peak hour level of activity in the summer months when the numbers of 
aircraft on the ground greatly exceed our current capacity and ability to process 
the public is at its lowest level and close to failing.

These planning assumptions have been carefully prepared, due diligence has been 
performed by peer review and the airlines have carefully considered options which 
have been refined to the plan before you. The project is being implemented with a 
consideration for controlled growth to the year 2005 and future expansion will 
occur only if the key trigger points of forecast/need are met and approved by the 
airlines.

P l a n  o f  F i n a n c e

Concerns over future capacity for funding growth at the airport have been 
considered by the airlines and DOT&PF. Ongoing CIP projects are calculated into 
the plan of finance for the terminal project. Even with the increased levels of 
landing fee necessary to support the bond debt along with terminal rents and 
concession revenues, AIA is very attractive to airlines as a place to do business.

Future major projects which require additional debt will only be proposed if the 
level of activity and revenues at the airport can support the projects, if the airlines 
approve the projects, and the Legislature approves the projects.

Representative Cowdery, thank you for your support of this important airport 
redevelopment project. It is important that this project proceed as soon as 
possible to meet the needs of the airlines as well as the public and take advantage 
of potentially record low interest rates this year, thereby keeping the cost of the 
project to the airlines and public as low as possible.

Sincerely,—̂

Joseph L. Perkins, P.E. 
Commissioner

Enclosure

APage 3 March 19, 1998

cc: House Special Committee on International Trade & Tourism



Preliminary Construction Contracting Plan

1. Delta Relocation Work

2. Office/Tenant Relocation

3. Demo Concourse "C* / Phase 1 Utilities

4. Site Prep. / Phase 2 Utilities / Bridge Extension

5. Term inal "C“ Replacement

6. West Tem ilna l / Core Terminal Renovation

7. East Term inal Renovation

8. Firestatlon / East Apron

9. Remote Fueling Apron

10. 'C  Apron / Gates / RON Apron

11. AIA Access Roads / Post Mark Drive Intersection

12. Parking / Landscaping /1 % Art

Total

Contract Bid Packaoa Est. Valuo Award Dato

$ 300,000.00 Spring 1998

$ 1,500,000.00 Spring 1998

$ 2,500,000.00 Winter 1998/99

$ 15,000,000.00 Spring 1999

5 60,000,000.00 Fall 1999

$ 22,000,000.00 Fall 2001

$ 13,000,000.00 Fall 2002

$ 2,000,000.00 Summer 1999

$ 12,000,000.00 Summer 1999

$ 13,000,000.00 Summer 2000

$ 11,000,000.00 Summer 2000

S 4,700,000.00 Summer 2002

$ 157,000.000.00



A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t

T e r m i n a l  R e d e v e l o p m e n t  P r o j e c t  

S u p p l e m e n t a l  I n f o r m a t i o n



ANCHORAGE INI ̂ NATIONAL AIRPORT 
ENPLANEMENT FORECAST

9

Note: The last terminal expansion was in 1983 which added A Concourse.
Since that time, fifteen years ago, passenger traffic has increased over 60%.

F O H L C A S I . V A K 2/23/90
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P la n  o f  F in a n c e :  K e y  P o in t s

• Provides funds for 2001 Completion of Concourse C
• Keeps Fees and Charges Smooth -Match Bond Payments with "In-Service Date" of New Facility

• Finances with Tax-Exempt Bonds - Lowest Interest Rates in 20/30 Years
• Uses Cost-Effective Bond Insurance to Lower Interest Rates

*.

• Timing - Capture Current Interest Rates to the Greatest Extent Possible
• Timing Advantages

Federal Tax Law is favorable to airport financing 
Interest Rales are at historical lows 
Bond Insurance is competitively priced
Issuance of Alaska bonds remains light, making AIAS Bonds attractive
Enplanement Performance of Airport is favorable
Cargo Performance of Airport is favorable
Underlying Credits of Airlines are favorable
Financing from Strength is lowest cost
Financing from weakness would be highest cost

Anchorage International Airnort Terminal Redevelopment Plan of Finance 
February 1990
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1997 L E G I S L A T I V E  S E S S I O N

FISCAL NOTE
B ILL  NO. SJR 12

Revis ion  D a t e ____________________________________________________________Dep t . A ffec ted_________
Title C o n s t r u c t io n  o f  A la sk a  H ighway_________________________BRU _________
______________________________________________________________________________ C o m p o n e n t  __________
S p o n s o r  S e n a t e  T ra n sp o r ta t io n  C om m i t t e e______________________  _________
R e q u e s t e r  S e n a t e  T ra n sp o r ta t io n  Com m it te e _______________________C o m p o n e n t  S e r ia l  No.

E xp end itu re s /R e ve n u e s________________________________________ (Thousands o f Dollars)
O PERA TIN G  E X P E N D IT U R E S FY 98 FY 99 F Y 0 0 FY 01 FY 02 FY 03
P e r s o n a l  S e r v i c e s
Travel
Con trac tu a l
Supp l ie s
Equ ipm en t
Land & S t ru c t u r e s
G ra n t s  & C la im s
M isc e l la n eou s

TO T A L  O PE R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL E X PE N D ITU R ES

CHANGE IN R E V E N U E S  [ ]

FUND S O U R C E ______________________________   ( T h o u s a n d s  o f Dollars)
1002 F e d e r a l  R e c e i p t s
1003 G F  M a tc h
1004 G F
1005 G F /P ro g r am  R e c e ip t s  
1037 G F /M en ta l  H ea l th
1091 D e s ig n a t e d  P r o g r a m  R e c e i p t s

TOTAL 0 .0 0 .0 0 .0 0 .0 0.0 0.0

E s t im a t e  o f  a n y  c u r r e n t  y e a r  (FY97) c o s t :  0.0

PO S IT IONS
Full-time
Part- t ime
T em po ra ry

ANALYSIS : (Attach a separ.i iqe if necessary)
This reso lu tion has no fiscal im pact on state departm ents.

P r e p a r e d  by S e n a t e  T ra n sp o r t a t io n  C om m i t t e e _____________________________________  P h o n e  465 -4940
Division v Date

App rov ed  by S e n a t o r  J e r r y  W ard .  C h a i rm an  D a te  J  -  /A -  *77
Agency  f i  /

P R E P A R E R  T O  PROV IDE  ALL D ISTRIBUTION C O P IE S  TO G O V E R N O R 'S  LEGISLATIVE O FF ICE
For further distribution information, call the Governor's Legislative Office

iRev 11/66)0.'NFORMXLS P a g e ___ 1 O f _ / ______



A L A S K A  S T A T E  L E G I S L A T U R E

SENATOR RANDY PHILLIPS
SENATE DISTRICT L

OESS1QN 
State Capitol 

Juneau, AK 99801 
(907) 465-4949 
800-478-4950 
Fax: 465-4979

INTERIM
P.O. Box 142 

Eagle River AK 99577 
(907) 694-4949 
Fax: 694-4948

M e m o r a n d u m

T O : S e n a t o r  J e r r y  W a r d ,  C h a i r
S e n a t e  T r a n s p o r t a t i o n  C o m m i t t e e

/)
F R O M : S e n a t o r  R a n d y  P h i l l i p s ^ '

D A T E : F e b r u a r y  1 7 ,  1 9 9 7

R E : S e n a t e  J o i n t  R e s o l u t i o n  N o .  1 2
R e l a t i n g  t o  r e c o n s t r u c t i o n  a r i d  p a v i n g  o f  t h e  A l a s k a  H i g h w a y

I support the passage of Senate Joint Resolution No. 12 which requests the United 
States Congress to appropriate $94 million to complete the Shakwak project, the 
reconstruction of the primary surface link between Southeast Alaska and the rest of 
the state.

In 1977 the United States and Canada entered into an agreement to reconstruct the 
Haines Highway and that portion of the Alaska Highway between Haines Junction 
and the Alaska-Yukon border near Beaver Creek. The agreement calls for the 
United States to provide the funding and for Canada to provide the rights of way 
and administer the construction contracts, Canada has guaranteed access to U.S. 
citizens and guaranteed that the highway will remain toll free.

The Shakwak project includes 325 miles of highway, of which 221 miles have 
either been completed or funded. It is currently estimated that $94 million 
additional will be needed to complete the remaining 104 miles of highway.
Congress is currently considering reauthorization of highway funding and it is 
important that this project be brought to their attention.



MEMORANDUM

DATE: February 5, 1997

TO: Senator Jerry Ward

FROM: Lydia J o n e ^ j ^

RE: SJR 12 - CONSTRUCTION OF AK HIGHWAY
Senator Randy Phillips, Sponsor

I spoke with Randy Phillips today regarding SJR 12. He called to inquire when the 
resolution was scheduled for hearing in Senate Transportation. Randy needs to 
have the finalized resolution in hand by March 15 when a delegation will be 
meeting with Canadian officials; he would like to present the resolution to them at 
that meeting.

I told him that the resolution is sheduled for hearing on Tuesday, February 18. He 
voiced some concern that the resolution may be held up in Senate Transportation 
and he would not be able to present the resolution to the Canadian officials on 
March 15. I told him that I would convey his concerns to you and advise you o f 
the time frame under which he is working.

la j
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WO R K  DRAFT

S E N A T E  J O I N T  R E S O L U T I O N  N O .

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T I E T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

B Y  T H E  S E N A T E  T R A N S P O R T A T I O N  C O M M I T T E E  B Y  R E Q U E S T

Introduced:

Referred:

A  R E S O L U T I O N

R e la t in g  to  r e c o n s t r u c t i o n  a n d  p a v in g  o f  th e  A la s k a  H ig h w a y .

B E  I T  R E S O L V E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

W H E R E A S  the United States a n d  C a n a d a  entered into an agreement to reconstruct and 

p a v e  the A l a s k a  H i g h w a y  f r o m  the A l a s k a - C a n a d a  border to Haines Junction, Y u k o n  

Territory, C a n a d a ,  a n d  the Haines Cutoff H i g h w a y  f r o m  Haines Junction, Y u k o n  Territory, 

C a n a d a ,  to the A l a s k a - C a n a d a  border near Haines, Alaska, k n o w n  as the S h a k w a k  project, as 

authorized in the Federal-Aid Highsvay A ct of 1973; a nd

W H E R E A S  the C o n g r e s s  authorized $59,000,000 in 1 973 for the project a n d  has 

appropriated $47,000,000 to the Federal H i g h w a y  Administration for actual construction by 

C a n a d a ;  a n d

W H E R E A S  the C o n gress further authorized $20,000,000 a year for fiscal years 1993 - 

1 9 9 6  u n d e r  the Intermodal Surface Transportation Efficiency A c t  of 1991, w h i c h  has been 

fully appropriated; a n d

W H E R E A S ,  in the last 16 years, the state has provided $37,000,000 of state federal - 

aid h i g h w a y  apportionments to assist in meeting the obligations of ihe agreement; and

W H E R E A S  the estimated a m o u n t  necessary to complete the entire project w a s  in the 

order of $ 2 6 0 , 0 0 0 , 0 0 0  in United States dollars; a nd

W O R K  D R A F T WORK DRAFT
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Y V H E R E A S  the state prefers a system of federal administration with state concurrence, 

rather than state administration, of this construction project;

B E  I T  R E S O L V E D  that the Alaska State Legislature respectfully requests the United 

States g o v e r n m e n t  a n d  the C a n a d i a n  g o v e r n m e n t  to h o nor their a g r e ement a n d  provide the 

additional funds necessary through direct federal appropriations to complete the remaining 

portions of the S h a k w a k  project; a nd be it

F U R T H E R  R E S O L V E D  that the United Siates Congress is respectfully requested to 

i m m e d i a t e l y  appropriate an additional $94,000,000 to allow w o r k  o n  additional project 

s e g m e n t s  to p r oceed to a bituminous surface treatment standard; a nd be it

F U R T H E R  R E S O L V E D  that the Alaska State Legislature endorses federal 

administration, with state concurrence, for the S h a k w a k  project.

C O P I E S  of this resolution shall be sent fo  the Right Honourable Jean Chretien, P r ime 

Minister of C a n a d a ;  the H o n o u r a b l e  D i a n e  Marleau, Minister of Public W o r k s  a n d  

G o v e r n m e n t  Services, C a n a d a ;  the H o n o u r a b l e  A u d r e y  McL a u g h l i n ,  M e m b e r  of Parliament, 

H o u s e  of C o m m o n s ,  C a n a d a ;  the H o n o urable Piers M c D o n a l d ,  G o v e r n m e n t  Leader, Y u k o n  

Territory, C a n a d a ;  the H o n o u r a b l e  Robert Bruce, Speaker, Legislative A s s e m b l y ,  Y u k o n  

Territory, C a n a d a ;  the H o n o u r a b l e  D a v e  Keenan, Minister of C o m m u n i t y  a n d  Transportation 

Services, Y u k o n  Territory, Canada; the Honorable Bill Clinton, President of the United States; 

the H o n o r a b l e  A1 Gore, Jr., Vice-President of the United States and President of the U.S. 

Senate; the H o n o r a b l e  N e w t  Gingrich, Speaker of the U.S. H o u s e  of Representatives; the 

H o n o r a b l e  R o d n e y  E. Slater, Secretary-designee of the U.S. Department of Transportation; and 

to the H o n o r a b l e  T e d  Stevens a n d  the-Honorable Frank M u r k o w s k i ,  U.S. Senators, a n d  the 

H o n o r a b l e  D o n  Y o u n g ,  U.S. Representative, m e m b e r s  of the Alaska delegation in Congress.
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A L A S K A  S T A T E  L E G I S L A T U R E

SENATOR RANDY PHILLIPS
SENATE DISTRICT L

SESSION
S ta te  C a p ito l 

Ju n e a u . A K  9 9 8 0 1 

(90 7) 4 6 5 -4 9 4 9  

8 0 0 -4 78 -4 9 5 0  

F a x : 4 6 5 -4 9 7 9

INTERIM
P .O . B o x  1 4 2  

E a g le  R iv e r  A K  9 9 5 7 7  

(90 7) 6 9 4 -4 9 4 9  

F a x : 6 9 4 - 4 9 4 8

IV) § rn o  r a  n  d  u  rn

T O : S e n a t o r  J e r r y  W a r d ,  C h a i r  
S e n a t e  T r a n s p o r t a t i o n  C o m m i t t e e

F R O M : S e n a t o r  R a n d y  P h i l l i p s T J ^

D A T L . F e b r u a r y  1 7 ,  1 9 9 7

R E : S e n a t e  J o i n t  R e s o l u t i o n  N o .  1 2
R e l a t i n g  t o  r e c o n s t r u c t i o n  a n d  p a v i n g  o f  t h e  A l a s k a  H i g h w a y

I support the passage o f Senate Joint Resolution iNo. 12 which requests the United 
States Congress to appropriate $94 million to complete the Shakwak project, the 
reconstruction of the primary surface link betweer. Southeast Alaska and the rest of 
the state.

In 1977 the United States and Canada entered into an agreement to reconstruct the 
H Jne s  Highway and that portion of the Alaska Highway between Haines Junction 
and the A laska-Yukon border near Beaver Creek. '  h e  agreement calls for the 
United States to provide the funding and for Canada to provide the rights of way 
and administer the construction contracts. Canada has guaranteed access to U.S. 
citizens and guaranteed that the highway will remain toll free.

The Shakwak project includes 325 miles o f highway, of which 221 miles have 
either been completed or funded. It is currently estimated that $94 million 
additional will be needed to complete the remaining 104 miles of highway.
Congress is currently considering reauthorization of highway funding and it is 
important that this project be brought to their attention.



P r o j e c t  H i s t o r y

S E A K W A K  H I G H W A Y  P R O J E C T

The o r ig in a l construction  o f  the Alaska Highway and Haines Road was
undertaken by the U.S. Army and the U.S. Public Roads Administration during
1942 and 1943, as part o f  the supply l in e  to  the S ta te  o f  Alaska during World
War I I .  At the end o f  the war, r e s p o n s ib i l i t y  fo r  maintenance and
improvements to  these  highways (North West Highway System) was passed to  
Canada.

Canadian e f f o r t s ,  s ince  takeover, have been d irec ted  a t  the more southerly ,  
well t ra v e l le d  portions  o f  the Alaska Highway.

In 1955, i n i t i a l  d iscuss ions  were held  regarding the p o ss ib le  upgrading o f  
the Haines Road and Alaska Highway from Haines Junction , Yukon, to  the 
Alaska/Yukon border near Beaver Creek, Yukon. In 1970, Congress requested  
tha t a f e a s i b i l i t y  study be made fo r  paving the Haines Road and the portion  
o f  the Alaska Highway described, to  provide an a ll-w ea ther roadway between 
Southeast and I n te r io r  Alaska. These d iscussions culminated in  an agreement, 
dated February 11, 1977, between the Canadian and United S ta te s  Governments. 
The agreement, in  general, provided th a t Canada would arrange fo r  the 
reconstruc tion  o f  the highway, to  a j o i n t l y  agreed asphalt concrete pavement 
standard, using funds appropriated fo r  th a t purpose by the Congress o f  the 
United S ta te s .  Canada, in  p art, would provide the highway righ t-o f-w ay and 
maintain the highway.

The Shakwak Highway Reconstruction Project covers 325 m iles (520 kilometres)  
o f  which 50 m iles  (80 k ilom etres) are located  in  northwestern B r i t ish  
Columbia, the remainder being in  the Yukon T e r r i to r y . The Project derives  
i t s  name from the Shakwak Trench through which a s ig n i f i c a n t  portion o f  the 
highway ru n s .
The P roject was proposed by the United S ta te s  Government, to  provide fo r  the 
predominately American users o f  the  highway (80 to  85%), and has been funded 
by the United S ta te s  Government through the Federal Highways Administration, 
and during the 1980 's  through the S ta te  o f  Alaska. The design and 
construction  u n t i l  1992 was managed by Public Works Canada. Transfer o f  
r e s p o n s ib i l i t i e s  fo r  the Alaska Highway to  the Government o f  the Yukon in  
1992 a lso  provided fo r  the tra n s fe r  o f  r e s p o n s ib i l i t y  fo r  management o f  s i t e  
work on the p r o je c t .

Current S ta tu s

In the i n i t i a l  a llo tm ent the 115 m iles (185 kilom etres) o f  the Haines Road, 
as well as 18.5 m iles (30 kilom etres) o f  the Alaska Highway, immediately 
north o f  Haines Junction , have been reconstruc ted  to a Bituminous Surface 
Treatment (BST) standard. The co s t  o f  the work was $74.7 m ill io n  (US $) .
The current a va ilab le  funding o f  $89.6 m ill io n  (US$) la rg e ly  through ISTEA 
fo r  1992 to  1996 i s  an tic ip a ted  to  reconstruc t 84 m iles  (135 kilom etres) o f  
the northern end o f  the p ro jec t  to  a BST standard and construc t a new bridge 
over the White R iver . So fa r  37 m iles  (59 kilom etres) o f  th i s  work has been 
completed and surfaced. A fu r th e r  14 m iles (23 kilom etres) i s  ready fo r  
surfacing  t h i s  summer and 21 m iles  (33 kilom etres) i s  p resen tly  under 
construc tion . Contracts fo r  reconstruc tion  o f  another 12 miles (20 
kilom etres) and the new bridge over the White R iver w i l l  be l e t  la te r  th is  
year.

I t  i s  a n t ic ip a te d  th a t  an add itiona l $94 m il l io n  (US$) w i l l  be required to 
reconstruc t the remaining 104 m iles (167 kilom etres) o f  the p ro jec t to  BST 
standard, inc lud ing  four major bridge replacements across the Slims, Duke, 
Donjek, and Beaver R ivers . An additiona l stage to  provide asphalt concrete 
in order to  complete the agreement could be undertaken a t  some fu ture  date.

1 8  M a r c h  1 9 9 6
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Office of the Minister O u r F ile :
Box 2703, Whitehorse, Yukon Y1A PC6 Y o u r F ile :

D e c e m b e r  6, 1996

Senator Randy Phillips 
Senate District L 
State Capitol 
Juneau, Alaska 99801

Dear Senator Phillips:

Re: Shakw ak  Pro ject

No doubt you will recall the resolution on continued binding for the Shakwak 
Project which was passed by the Senate Transportation Committee in early May. 
Your support in preparing this resolution is very much appreciated.

I understand that there was insufficient time to put the resolution before the 
Legislature prior to adjournment last spring. As Alaska’s support for completion of 
the project is very important, I would appreciate anything further that you can do to 
advance this resolution when the Legislature reconvenes in 1997.

I would very much like the opportunity to discuss this matter with you and your 
colleagues in the next few months. I expect tc be in Juneau in this period and will 
make arrangements to meet with you at that time.

Minister
Community and Transportation Services

c: Mr. Joe Perkins, Commissioner, DOTPF
Mr. Tony Knowles, Governor, State o f Alaska
Ms. Drue Pearce, President, Alaska State Senate
Ms. Gail Phillips, Speaker, Alaska House o f Representatives



O ffice o f the M in is te r 
Sox 2703. Whitehorse. Yukon Y1A 2CS 

2 0  March 1996

Mr. Joe Perkins

C o m m i s s i o n e r

State of Alaska
Department of Transportation

and Public Utilities

3 1 3 2  Channel Drive

Juneau, Alaska 99801-7898

Dear Mr. Perkins:

R E : F u n d in g  fo r C o m p le t io n  o f S h a k w a k  P ro je c t

A s  you know, 19 9 6  will be the final year of major reconstruction under the current 

S h a k w a k  funding appropriation of $89.6 million (US). The bulk of this funding ($80 

million) w a s  approved under the Intermodal Surface Transportation Efficiency Act of 

1991 (ISTEA). As  ISTEA will expire in 1997, the planning and deliberation for the 

next surface transportation authorization bill will be active in 1996.

Excellent progress has been m a d e  on reconstruction of the northern section of the 

Alaska Highway in the Yukon over the past 4 years with a corresponding increase in 

the level of service and safety for travellers between Alaska and the lower Forty-Eight. 

Completion of the remaining 100 miles and replacement of four major bridges will 

require an additional appropriation of $94 million (US).

Alaska support in 1 9 9 0  gave n e w  life to the S h a k w a k  Project, in April of that year 

the Alaska State Legislature passed a resolution supporting completion of the project. 

A  reiteration of this support and a resolution requesting the Alaska congressional 

delegation to seek the necessary funding to finally complete the S h a k w a k  Project 

would be very helpful at this time.

The Yukon Government is committed to continued maintenance of The Haines Road 

and Noirh Alaska Highway. Our average maintenance costs are about $5.3 million 

(Cdnl/year. In addition, w e  are continuing with a major reconstruction program on the 

southern portions of the Alaska Highway. In British Columbia and the Yukon the 

Canadian and Y u k o n  Governments have spent $95 million (Cdn) on reconstruction 

over the past four years. This reconstruction, like Shakwak, J 1

benefit to tourism and commercial traffic bound for Alaska.



In closing, I acknowledge the Alaskan support for the S h a k w a k  Project ove' the years 

and I appreciate any further help you can give towards getting the project completed.

I have enclosed an updated briefing note indicating the current status of the project. 

Yours truly,

Bill Brewster 

Minister
C o m m u n i t y  and Transportation Services 

/ps

Enclosures

c\ Mr. T o n y  Knowles, Governor, State oi AiaSita

Ms. Drue Pearce, President, Alaska State Senate

Ms. Gail Phillips, Speaker, Alaska House of Representatives



05/02/96 01:54 FAX 9075361061 .ANDERSON

T E L  NQ
0001

J u l 1 7 .5 2  10 : 53  P . 01

m

A l a s k a  C a m p g r o u n d  O w n e r s '  A s s o c i a t i o n

P.O. Sox 1007(6 • Anzhoraga, A laska 99510-0746 
(9071 MM601 • FAX (907) JA9-3010 • e-maU: 1027^,3423eCompu*rrv*.cain

B o a rd  o f  Directors

Proxiaont 
fllok BMVMf 

<3oW*n RV Park
Anctwrago

Vtco-PrwMof*
Untfa Andvrton 

Rivtirti Edga RV Park 
Falrt>•»**

Saat mry-Trwnmr 
Laura &om»

Sagwk Raa RV Piik 
VaMcz

AiKfionag* Ft+Qran 
MtaftM* Mvrrta

r iJkna Mob* :*  RV 
Anunfimga

tnmkx fix&xi
S M «  fl«MO

NOrttt Canfcsround 
FwrL«»**i

M M  So Heptoo 
0*nOVov»* 

Ho>nettMd RV Park 
Palmar

Coppar RStmr rimgion
U ndaU arofgan 
T okRVVai^a

Tok

SbU/iMMr Hnpfctt 
A ra toO aaan

Pofl CM*0«Carrpar Park

KmruJ Pm nm M tl* i 
Paui W nar 

Qgluga Lookout RV Pork 
Karat

April 30, 1 3 9 6  

Daar Legislator:

B y  w a y  of this letter, the Alaska C i m p g  round Owners* Association ( A C O A )  

extends It’s thanks and m o s t  sincere support of S e n a t e  Joint Resolution 

No. 4 2  as regards the reconstruction a n d  paving of the Alaska Highway, 

particularly the area k n o w n  as the S h a k w a k  project, as authorized In the 

FedaraLAid Highway A c t  of 1973.

A C O A  ts a non-profit organization of independent and mostly family-owned and 

operated businesses along Alaska's highways w h o  work hard to m a k e  a living 

serving our m a n y  h i g h w a y  travelers, a nd w e  continue to hear of the 

deteriorating conditions on  the Alaska Highway a nd the effects these condrtjors 

havo o n  both m a n  an d  machine.

Year after year, w e  are seeing drastic decreases in t o u c a m  funding which will 

in (tool* have long-term negative affects on  the n u m b e r  of visitors to Alaska, 

not tho least cf which is decreased tourism-related tax revenues to our state 

B o v o m m o n t .  N o w ,  v a  have allowed h i g hway access to our great state to 

deteriorate to a point where w ord of m o u t h  will further reduce highway traffic 

into Alaska.

Please continue to take the U.S. a n d  Canadian governments to task on  their 

responsibility to honor their a g r e e m e n t  a n d  provide the funds necessnry to 

complete the remaining portion* of the S h a k w a k  project W e  fully tupport 

S e n a t e  Joint Resolution No. 4 2. O u r  livelihood* d e p e n d  o n  It!

< z ^ V a '<<fZJCVC- —

RicktBanier. President 

Alaska Campground owners* Associa tion

C m o u W W  AobrMilvtar
nor* rtswirt. ch *

I (ovrtu M tnvgwnent Oknxsp
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OTTAWA, February 11, 1977-

Note No. GV.U-15G * $
d .Excellency, ft

I have the honour to refer to your Note No. 11 

of January 11, 1977, concerning bilateral cooperation in 

the reconstruction of Canadian portions of the Alaska Highway.

of Canada accepts the proposals set out in ycniv Note and 

agrees that your Note, together with its Annex, and this 

reply, which is authentic in English and Frenc>., shall 

constitute an agreement between our two GovermenwS which 

shall enter into force on today's date. /

Accept, Excellency, the renewed assurances of my 

highest consideration.

I am pleased to inform you that the Government

His Excellency Thomas 0. Fowlers,
Ambassador of die United States of AMcricu, 

Ottawa.


