JUNEAU INTERNATIONAL AIRPORT BOARD
FINANCE COMMITTEE
Monday, July 18, 2016, 3:00 p.m.
Alaska Room
Conference Bridge Line (907) 789-2014

l. Introduction (meeting participants).

Il Capital Improvement Plan (CIP) Overview (Attachment #1 and #2). The attached
spreadsheet (Attachment #1) is an update to our current CIP list. We have some updated
amounts based on actuals, bids or refined estimates. These are set up by Federal Fiscal Year
(FFY — October thru September) since the bulk of our funding is through Federal (grant)
means. Nothing is guaranteed until a grant is received.

There are several columns (source of funds) that require discussion, a plan and approval to
move forward. The “State DOT (Department of Transportation) Matching Funds” is
programmed to discontinue after the current federal fiscal grant (FFY16). Additionally,
certain projects were removed (or not included) in the State DOT match (Geothermal
Loopfield, Taxiway Alpha formulation/environmental, etc.). A plan for all project matches
and cash flow will need consideration at this meeting and forwarded to the Board with each
project. Cash flow issues: we need to have full funding for a project in place (identified), and
grant in-hand, prior to a project moving forward. A project with federal grant funds will
require the project to be awarded this FFY16; in other words, all must be in place by
September 30. If the State and local matches are not appropriated, the project is not ‘whole’.
So timing of the grant appropriations, bid award, etc., is critical.

Current FFY 16 Projects: Attachment #2 outlines the current CIP with Federal funds, State
funds and local match; and it outlines estimated dates for appropriation action. At the July 7,
2016 Airport Board meeting, the Board passed the Aircraft Rescue and Fire Fighting (ARFF)
bid award (low bidder Dawson Construction) and appropriation of Federal funds and local
funds (as outlined in Attachment #2). All approvals were contingent upon receiving Federal
grant, bid protest period and other prerequisites; then forwarded on to the Assembly, as
indicated. Once the State grant has been awarded, this will also be appropriated, which is not
as time critical on this project. An additional $50,000 in local funds from the Airport Fund
Balance were approved as match and the additional match through City & Borough of Juneau
(CBJ) 1% Sales Tax (ARFF, ADA ramp and jetbridge). Airport staff further proposes that the
$50,000 used for local match be repaid through future Passenger Facility Charge (PFC) #9
application.

Snow Removal Equipment Building (SREB) 1A. The special State Legislative Grant ($3M)
will be used toward local match on this project and to forward fund the State DOT match
until the State grant is received. The ‘local’ funding (Legislative grant) is already
appropriated/budgeted. Late July through September action will require bid award, federal
grant appropriation and State DOT grant appropriation. No use of other Airport funds will be
required on this phase of the project.
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Geothermal Loop Field. State DOT has stated that they will not participate with a match on
this project. An estimated $154,081 from the Snow Removal Equipment Facility (SREF)
special Legislative Grant award can be used for the local match.

NE/NW Apron (RSA). The Federal Aviation Administration (FAA) has divided this into a
multi-year grant. The State DOT match and the local match are estimated at $118,750 each
for FFY 16 grant project. Due to the timing on this project, the Airport will need to forward
fund the State portion until the State grant is received. This means that $237,500 of local
funds from the Airport Fund Balance will be needed until the State grant is received. Half
will be returned to the Airport Fund Balance at that time. The remaining $118,750
(estimated) would still be encumbered from the Fund Balance, but this project match could
also be repaid through the future PFC #9 application.

Taxiway A/Runway Incursion Mitigation Formulation/Environmental (Planning) RFP. It is
not expected that State DOT will participate with a match on this project. This is an early
planning (pre-construction/planning) project that will be going out as a Request for Proposals
(RFP). An estimated local match of $22,500 is required for this project. Staff proposes use of
Airport Fund Balance which could be repaid through the future PFC #9 application.

OTHER:

Snow Removal Equipment Facility (SREF) 1B. This is the portion of the SREF that is not
eligible for FAA funding. There will be funds remaining from the special Legislative grant
and the Sales Tax (estimated $2.95M) that the Airport will put toward this phase. Subsequent
portions of the SREF maintenance bays (non-FAA eligible) are programmed as future
funding (1C). There are other parts to the snow removal facility (fueling station and
sand/chemical building) slated for subsequent years (FAA eligible).

SREF Site Relocation. The repayment to the FAA (and State) for $1,893,118 for the
relocation reimbursement costs has been paid out of the SREF Sales Tax funds. This was
necessary to move forward on our current year projects.

SUMMARY:

Attachments #1 and #2 outline the current funding plan for FFY 16 projects. Staff would like
concurrence from the Finance Committee on the current plan, including the local funding
sources. Use of Sales Tax and special Legislative Grant will not require additional approval
or appropriation, however, the use of Airport Fund Balance will require approval. As the bid
awards and grants are appropriated, the actual funding to be used for local match will be
adjusted (hopefully, down), but these appropriations would be concurrent with the Federal
grant appropriation. These would come before the Airport Board for final approval. One
project will require forward funding for the State portion of the match until the State DOT
grant is awarded.

! CBJ Finance Director recommends that available fund balances not be limited/restricted due to the pension
liabilities as previously discussed. The Airport also maintains a three-month operating reserve roughly equal to
the pension liability which would suffice for this purpose.
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See the following discussion on long-term repayment of Airport Fund Balance through a
future Passenger Facility Charge (PFC) application and Project Contingency Funding (IV).
Motion for the local funding is presented at the end of the agenda.

. Passenger Facility Charge #9 Application (Attachment #3). The Airport is looking at the
next PFC application. Current PFC #8 is estimated to end late Fall 2017. Staff is suggesting
several projects and local match to Airport Improvement Program (AIP) grants as
summarized in Attachment #3. This is strictly a draft and a springboard to start planning for
the next PFC application. It is ideal that there be continuous collection of PFCs (no break
between PFC collections), so we will be looking very closely at these projects and working
with the airlines for approval.

V. Project Contingency Funding and Project Cash Flow (Attachment #2). FAA grants are
based on the actual bid amount (no construction contingency in initial grant). Grant
amendments to cover eligible change orders during construction are possible, but FAA does
not guarantee such funding and there is often a significant time lag between the project’s
need for the change order and receipt of the grant amendment. The Airport must forward fund
the change orders (even eligible costs) until grant amendments are processed. Some may be at
grant close-out, which means the Airport may forward fund these costs for long periods. This
is a cash flow problem that the Airport struggles with for every project. Without planning for
contingencies, funding and decisions ‘in the field” can hold up a project until the grant
amendment is received and appropriated by the Board and Assembly.

Having a reasonable project contingency is consistent with construction management best
practices. The Airport has already included a very small amount (less than 1% of construction
bid) in the ARFF building modification (approved $50,000, of which only $14,722 is
contingency). The amount of appropriate contingency varies according to many specific
project factors including project risk, complexity of scope, and factors that influenced the
preparation of bid documents (e.g., less time for document preparation usually means more
changes in the field).

The Airport has had a small construction contingency reserve account for many years. Use of
these funds still requires specific approval and authority to spend, including a fund transfer
by the Board and Assembly into the project’s Capital Improvement Projects (CIP) fund.
Additionally, the accounts have small amounts of funding which will not carry larger
projects. As repayment (FAA grant, PFC, etc.) funds come in, they are replenished, but still
very small.

Staff recommends that construction contingency funds in an amount between 5-10% of
project cost be identified as part of the project financing plan, and that such contingency be
incorporated into the CIP fund through appropriate actions by the Board and Assembly. Each
project would be reviewed for contingency need based on the factors listed above.

Attachment #2 has a column (gray) that lists the staff recommended contingencies. Of the
FFY16 projects listed, the ARFF Building Modifications already appropriated a small
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contingency. Staff also sees a need for the NE/NW Apron (RSA) construction project to have
additional funding available for this purpose. Other projects such as SREB and Geothermal
have contingency funding available through previously appropriated funds (sales tax and
special Legislative Grant).

V. Approval of FFY16 CIP Match. If the Finance Committee concurs with the outlined local
match funding plan, the following motion options are suggested. Staff suggests Option 1
which includes the contingency funding for the NE/NW Apron (RSA) as outlined in
Attachment #2. Upon approval, the local match funding option will be forwarded on to the
Board (and subsequently to the Assembly) concurrent with the bid and FAA grant
appropriation. All funding amounts are estimated and may be adjusted slightly at the Board
meeting to correspond to the grant/bid.

OptiOﬂ 1: (includes contingency funding for NE/NW Apron)

Finance Committee Motion: Approve the use of an estimated $450,000 Airport Fund
Balance as local match and forward-funding for Federal Fiscal Year 2016 Capital
Improvement Plan projects, as follows:

NE/NW Apron (RSA) $427,500 (estimated)

Taxiway A/Runway Incursion Mitigation $ 22,500 (estimated);
of which approximately $118,750 will be reimbursed upon State DOT grant award, and
forward to the Airport Board.

~OR~

OptiOﬂ 2 (does NOT include contingency funding for NE/NW Apron)

Finance Committee Motion: Approve the use of an estimated $260,000 Airport Fund
Balance as local match and forward-funding for Federal Fiscal Year 2016 Capital
Improvement Plan projects, as follows:

NE/NW Apron (RSA) $237,500 (estimated)

Taxiway A/Runway Incursion Mitigation $ 22,500 (estimated);
of which approximately $118,750 will be reimbursed upon State DOT grant award, and
forward to the Airport Board.

VI. Other Items for Discussion

VII.  Next Finance Meeting: TBD
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