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In the opinion of Co-Bond Counsel, under existing law () assuming continuing compliance with certain covenants and the accuracy
of certain representations, interest on the Bonds is excluded from gross income for federal income tax purposes, except (nterest on any
Sertes 2001A Bond for any period during which itis held by a “substantial user” or a “related person, " as those ferms are used in Section
I47ta) of the Internal Revenue Code of 1986, as amended, and (ii) tnterest on the Bonds is excluded from the Conneciicut income tax on
individunls, trusts and estates and from amounts on which the net Connecticut minimum tax is based In the case of individuals, trusts
and estates required to pay the federal alternative minimum tax. Interest on the Bonds s included in gross income for purposes of the
Connecticud corporation business tux. The Series 2001A Bonds are “private activity bunds™ the interest on which is an item of tax
preference for purposes of the federal glternative minimum fax imposed on individuals and corporations. The Series 2001B Bonds are
not “private activity bonds " and therefore the interest on those Bonds is not an item of tax preference for purposes of the federal alternative
minimum fax imposed on individuals and eorporations. Interest on the Bonds may be subject fo certain federal taxes imposed only on
certain carporations. For a more complete discussion of the tax aspects, see “TAX MATTERS” herein.
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Dated: March 1, 2001 Due: October 1, as shown on the inside cover

This Official Statement describes Bradley International Airport (the “Airport”™) and other matiers relating to the Series 2001A
Bonds and Series 20018 Bonds (collectively, the "Bonds”) identified above. The Series 2001A Bonds are being issued to finance various
capital improvements at the Airport. The Series 2001B Bends are being issued to refund a portion of certain outstanding Airport
ERevenue Bands of the State of Connecticut (the “State™). The Bonds will be issued under and secured by the Trust Indenture and the
First Supplemental Trust Indenture, each dated as of March 1, 2001 (collectively, the 2001 Indenture™} between the State sand State
Street Bank and Trust Company, as Trustee.

The Bonds are special obhligations of the State and are payable only from the Pledged Revenues (which includes
certain pledged passenger facility charge revenues) and other receipts, funds or moneys pledged therefor pursuant
tothe 2001 Indenture, subject to a prior lien on Airport revenues securing certain outstanding Airport Revenue Bonds
of the State. Neither the State nor any political subdivision thereof is subject to any liability for the Bonds except to
the extent of such Pledged Revenues and other receipts, funds or moneys pledged therefor pursuant to the 2001
Indenture. The issuance of the Bonds will not directly or indirectly or contingently obligate the State or any political
subdivision thereof to levy or to pledge any form of taxation whatsoever therefor or to make any appropriation for
their payment. The Bonds will not constitute a charge, lien or encumbrance, legal or equitable, upon any property of
the State or of any political subdivision thereof, except as described in the 2001 Indenture.

The Bonds may be owned only in book entry forin through a direct or indircet participant in The Depository Trust Company
(“DTC"), Interest cn the Bonds is payable semiannually on each April 1 and October 1, commencing October 1, 2001. Maturing
principal of the Bonds is payable on October 1 in the years shown on the inside cover. Certain of the Bonds are subject to redemption
prior to maturity as described herein. The Bonds will not be subject to aceeleration upon the oceurrence of an cvent of default or
otherwise.

The scheduled payment of principal of and interest on the Bonds when duc will be guaranteed by a municipal bond insurance
palicy to be issued simultaneously with the delivery of such Bonds by

r Financial Guarann Insuranee
l'IC. Company
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This cover page cortiains limited information for guick reference only. It is nol a summary of the matters relaling tu the Bonds.
Potential investors must read the entire Official Statement to obtain information cssential to making an informed investment decision.

See Inside Cover For Maturities, Amounts, Interest Rates And Yields

The Bonds are being offered when, as and if issued and received by the Underwriters named below, subject to the approval of their
legality by Squire, Sanders & Dempsey L.1..P., New York, New York and Shipman & Goodwin LLP, ITartford, Connecticut, Co-Bond
Counsel. Certain legal matters will be passed upon for the Underwriters by Nixon Peabody LLP and Rome McGuigan Sabanash, P.C.,
both of Hariford, Connectlicut. Ownership of the Bonds is expected to be available through DTC in New York, New York, on or about
March 27, 2001.

Honorable Denise L. Nappier

Treasurer of the State of Connecticut
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First Albany Corporation Goldman, Sachs & Co. Salomon Smith Barney
Advest, Inc. A.G. Edwards & Sons, Inc. Apex Securities, Inc.
Belle Haven Investments, L.P. First Union National Bank Merrill Lynch & Co.
Morgan Stanley Dean Witter M.R. Beal & Co. Quick & Reilly, Inc.
Dain Rauscher Incorporated Roosevelt & Cross, Inc. Siebert Brandford Shank & Co., L.L.C.

State Street Bank and Trust Co.
Murch 13, 2001



£194,000.000
General Airport Revenue Bonds
Series 20014 (AMT)

Maturiry Principal Interest

October 1 Amount Rate Yield
2002 $1.390,000 3.50% 3.20%
2003 1,440,000 3.50 350
2004 3,740,000 360 3,65
2005 3.880.000 3,78 375
2006 920001} 380 189
2006 3125000 5.00 189
2007 4.225.000 4.00 4.00
2008 4400000 1.40 4.10
2009 1.480,000 4.20 423
2009 3120000 525 423
2010 1.445.000 +4.30 433
2010 3.390.000 5.25 433
201 Y30.000) 1375 4.42
201 4,130,000 5.25 4.42
2m?2 1.280.000 4.50 1.53
2012 $.073.000 525 453
2013 5,633,000 525 4.03*
2014 5.935.000 525 373+
2013 6.261).000 5.23 .83
26 6,505,000 525 4.90*
2017 69535 000 525 497+
2018 T.315.000 5.00 3.06
20014 F.H90.0100} 5.03 510
2020 £,095.000 5125 315
2021 8325000 5.15 5.7
2022 6910000 515 5.19

S3LAR0000 51254, Term Bonds due Ocrober 1, 2026 Yield 5.23%
549.005.000 5.1235% Term Bonds due October 1. 2031 - Yield 325

fplus acerued interest From March 1, 2000

*Priced assuming redentption on April 1. 2002: however, any such redemption is a the optional
election of the State. See "THE BONDS - Redemption™ herein.

519,180,000
General Airport Revenue Refunding Bonds
Series 2001B {Non-AMT)

Muturity Prinwipal Interest

October | Amount Rawe Yicld
2002 L 233000 3.23% 30,
2003 245.000 340 340
2004 255,000 350 350
2008 260,000 360 .60
2006 270,000 375 375
2007 285000 3875 3875
2008 295000 4.00 4.00
2009 305,000 4.10 4.10
2010 320,000 420 4.20
200t 8. 190,000 4.25 4,27
2012 & 320000 430 4.37

{plus accrued interest from March 1, 2001)



~No dealer, broker or other person has been authorized to give any information or o make any representations other than those
contained in this Official Satemeni. i connection with the offering contamed heramn, and, i given or made, such information or
representation must not be relied upon as having been authorized by the Stale of Connecticut or the Underwriters. This OfMicial Staternent
docs not constitute an offer to sell or the solicitation of an offer to buy any securdies other than the Bonds, and there will not be any sale of
the Bonds where it is not allowed by law. The delivery of this Official Statement at any ume does not imply that the information herein is
correct as of any time subscquent to 1ts date.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT OR EFFECT TRANSACTIONS
WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS AT LEVELS ABOVE THOSE WHICH MIGHT
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, I[F COMMENCED, MAY BE DISCONTINUED AT
ANY TIME.
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In Memoriam

Robert F. Juliano

This financing 1s dedicated to Mr. Robert F. Juliano, the Bureau Chief of the Bureau of
Aviation and Ports of the Connecticut Department of Transportation at the time of his death on
March 1, 2001, without whose guidance, inspiration and dedication the evolution and
development of Bradley Intcrnational Airport as a major aviation transportation facility would
not have occurred.

His energy and perscnal touch will be missed and remembered by aill who knew him,
both personally and professtonally.



$213,180,000
STATE OF CONNECTICUT
Bradley International Airport Revenue Bonds
comprised of

$194,000,000 $19,180,000
General Airport Revenue Bonds General Airport Revenue Refunding Bonds
Series 2001A (AMT) Series 20018 (Non-AMT)
INTRODUCTION

The purpose of this Official Statement (s to provide information concerning the
$213,180,000 Bradley International Airport Revenue Bonds, comprised of $194,000.000 General
Airport Revenue Bonds, Series 2001A (the “Serics 2001 A Bonds™) and $19,180.000 General
Airport Revenue Refunding Bonds, Series 2001 B {the Series 2001B Bonds™) (collectively, the
“Bonds”), being 1ssued by the State of Connecticut (the “State™). Certain capitalized terms used
in this Official Statement, unless otherwise defined in the text, are defined in Appendix D -
Summaries of Principal Financing Documents.

Purpose of the Bonds

The Series 2001 A Bonds, together with certain other funds, are being 1ssued: (1) to fund
a portion of the costs of the Project (as described below), {i1) to tfund capitalized interest on a
portion of the Series 2001 A Bonds during the Project’s construction period. (i1} to fund a debt
service reserve fund and (iv) to pay costs associated with the issuance of the Senes 2001A
Bonds. The Project consists of the following capital improvements to be made at Bradley
International Airport (the “Airport”). constructing a new tcrminal and 12-gate concourse,
constructing and renovating aircraft apron areas, renovating the existing ternuinals and concourse
areas, constructing a ncw federal inspection building. making roadway improvements, and
purchasing and installing new jet bridges, baggage belts and other airline equipment.  Sce
“SOURCES AND USES OF BOND PROCEEDS.™

The Series 2001B Bonds will be used (1) to purchase United States Government
Obligations to be held in an escrow account and used to advance refund 516,600,000 of the 1992
Refunding Bonds (as defined below) and (i1} to pay costs associated with the issuance of the
Series 2001B Bonds. The refunded 1992 Refunding Bonds will be redeemed on October |,
2004. See “SOURCES AND USES OF BOND PROCEEDS ™



Bradley International Airport

The Airport is the second largest airport in New England. In 1999, it ranked as the 55"
busiest U.S. airport in terms of passengers and 36™ busiest in terms of air cargo. The Airport’s
primary air service area is most of the State of Connecticut and southwestern Massachusctts,
The Airport is situated on approximately 2,358 acres of land located mainly in the town of
Windsor Locks, Connecticut, which is approximately 12 miles north of Hartford, Connecticut,
and 12 miles south of Springfield, Massachusetts.

The Airport operates two passenger terminals, three concourses and an international
arrivals building, with a total of 24 gates. It has three runways and can accommodate any type of
commercial aircraft, including Boeing 747s. The Airport also offers facilities for corporate and
private aircraft and over 400,000 square feet of warchouse space for cargo processing.

The Airport is served by 20 airlines, with US Airways (22.9% of the Airport’s year 2000
total passengers), Delta Air Lines (21.6%), American Airlines (12.4%), Southwest Airlines
(10.5%) and United Airlines (9.7%) the five most active carriers during the year 2000,

Passenger traffic at the Airport has grown over the last two decades. In 1978, 1,532,000
passengers boarded airplanes at the Airport. By 2000, that number had grown to 3,673,973, for
an average annual growth rate of 4.3%. Almost all of the passenger travel at the Atrport is
characterized as origin-destination. This means that for most passengers, the Airport is either the
origin or destination of their travel. This 15 contrasted with hub airports which “collect”
passengers whose travel begins and ends at other airports.

The Airport is owned by the State and operated by the Connecticut Department of
Transportation (“DOT”). DOT contracts out various Airport services to private businesses,
including aircraft maintenance, food preparation, baggage handling, car rentals, lodging, ground
transportation, janitorial and related maintenance services. In addition, private businesses under
contract with DOT operate the Airport’s parking facilities and concessions in the Airport
terminals.

Security for the Bonds

The Bonds are special obligations of the State and are payable only from the
Pledged Revenues (which includes certain pledged passenger facility charge revenues) and
other receipts, funds or moneys pledged therefor pursuant to the 2001 Indenture, subject to
a prior lien on Airport revenues securing certain outstanding Airport Revenue Bonds of
the State. Neither the State nor any political subdivision thereof is subject to any liability
for the Bonds except to the extent of such Pledged Revenues and other receipts, funds or
moneys pledged therefor pursuant to the 2001 Indenture. The issnance of the Bonds will
not directly or indirectly or contingently obligate the State or any political subdivision
thereof to levy or to pledge any form of taxation whatsoever therefor or to make any
appropriation for their payment. The Bonds will not constitute a charge, lien or
encumbrance, legal or equitable, upon any property of the State or of any political
subdivision thereof, except as described in the 2001 Indenture.



The Bonds will be issued pursuant to a Trust Indenture and First Supplemental Trust
Indenture, each dated as of March 1, 2001 (together, the 2001 Indenture™) between the State and
State Street Bank and Trust Company, as Trusiee (the “Trustee”). Under the 2001 Indenture, the
Bonds will be secured by a parity senior lien and pledge on the Pledged Revenues (including
certain pledged passenger facility charge revenues) of the Airport subject to a prior lien on the
Airport’s gross operating revenues securing the outstanding State of Connecticut Ajrport
Revenue Refunding Bonds, Bradley International Airport, Series 1992 (the “1992 Refunding
Bonds™) currently outstanding in the aggregate principal amount of $71,215,000. Upon 1ssuance
of the Series 2001 B Bonds, $54,615,000 of 1992 Refunding Bonds will remain outstanding. The
1992 Refunding Bonds were 1ssued by the State to refund outstanding Atrport Revenue Bonds
that were issued by the State under an Indenture of Trust dated as of October 1, 1982 (as
supplemented in connection with the issuance of the 1992 Refunding Bonds, the “1982
Indenture™) to finance improvements to the Airport. The prior lien under the 1982 Indenture will
be released and discharged and the 1982 Indenture wiil no longer be of any force or effect at
final maturity of the 1992 Refunding Bonds or, if earlier, when the State redeems or otherwise
defeases all of the remaimning 1992 Refunding Bonds. The earliest date on which the 1992
Refunding Bonds are subject to optional redemption 1s October 1, 2004. The final scheduled
maturity date for the 1992 Refunding Bonds is October 1, 2012. When the 1992 Refunding
Bonds are paid (at maturity or earlier redemption) or otherwise defeased and the 1982 Indenture
is discharged, the provisions of the 2001 Indenture will controt the operations and financings of
the Airport. The State will covenant in the 2001 Indenture not to issue any additional bonds
under the 1982 Indenture.

Under the 2001 Indenture, Pledged Revenues do not include “Released Revenues,” which
are revenues identified by the State that relate to a definable service, facility or program at the
Airport and are excluded from General Revenues. Two such facilities that are or will produce
Released Revenues are the Parking Garage (defined below) (currently under construction) and
the surface parking facilities. On April 6, 2000, the State 1ssued 1ts $47,665,000 State of
Connecticut Bradley International Airport Special Obligation Parking Revenue Bonds, Series
2000A and the $6,135,000 State of Connecticut Bradley International! Airport Special Obligation
Parking Revenue Bonds, Taxable Series 2000B (collectively, the “Parking CGiarage Revenue
Bonds™) to finance the acquisition and construction of an approximately 3,450 space parking
garage and related improvements (the “Parking Garage™) at the Airport. The Parking Garage,
and all of the Airport’s surface parking facilities, will be operated under a parking icase
agreement (the “Parking Lease”) by APCOA Bradley Parking Company, LLC (the “Parking
Operator”), The Parking Lease requires that the Parking Operator deposit all Parking Garage
receipts with a trustee (the “Parking Garage Trustee”) and all surface parking receipts with a
custodian {the “Custodian™) to pay operating expenses for the Parking (arage and the surface
parking facilities, respectively. The Parking Garage receipts are pledged to the Parking Garage
Trustee to pay debt service on the Parking Garage Revenue Bonds. The Parking Lease is in
effect for 25 years, ending on April 6, 2025, During this period all gross parking revenues
from the Parking Garage and surface parking facilities will be deposited in accordance
with the Parking Lease. Parking Garage and surface parking facilities revenues will be
Released Revenues and will not be treated as revenues of the State under the 1982
Indenture or the 2001 Indenture. However, certain fixed amounts paid to the State (the “State
Mintmum Guarantee Payment”) and additional amounts paid to the State under the Parking
I ease will be deposited as gross operating revenues under the 1982 Indenture and, (i) while the
1982 Indenture is in effect, will first be applied to make all required deposits to the funds



established under the 982 Indenture, and then wilt be available to be deposited as Revenues
under the 2001 Indenture. and (in) after discharge of the 1982 Indenture, will be deposited as
Revenues under the 2001 Indenture. Under the 2001 indenture, the Parking Garage Revenue
Bonds are treated as Reteased Revenue Bonds that are secured by a senior lien on the revenues
derived from the Parking Garage. See “SECURITY AND SOURCES OF PAYMENT FOR
THE BONDS - Parking Garage Revenue Bonds and Application of Parking Revenues™ herein.

The Bonds will not be subject to acceleration upon the occurrence of an event of defauit
under the 2001 Indenture.

A substantial portion of the principat of and interest on the Bonds will be pavable from
passenger facitity charges ("PFCs™). As permitted under federal law, PFCs are charged by the
Aimort to ecach qualifying passenger enplaning at the Airport. The airtines and their agenis
collect the PFCs on behalf of the Airport by including the PFC in the ticket price. Use of PFC
Revenues is limited to the allowable costs of approved PFC Facilities. See “SECURITY AND
SOURCES OF PAYMENT FOR TIIE BONDS™ and “PLAN OF FINANCE - PFC Program” for
additional information on PFCs and their use to pay debt service on the Bonds.

Bond Insurance

The scheduled payment of principal of and interest on the Bonds when due will be
guaranteed by a municipal bond insurance policy (the “Bond Insurance Policy™) to be issued
simultancously with the delivery of the Bonds by Financial Guaranty Insurance Company (the
“Bond Insurer™). See "BOND INSURANCE™ herein.

Report of the Airport Financial Consultant

The Airport’s financial feasibility consultant, The Louss Berger Group. Inc. (the “Airport
Financial Consultant™} has prepared a report (the “Feasibility Report”) in connection with the
issuance of the Bonds, The Feasibility Report s included in this Official Statement as Appendix
A - Feasibility Report. The Feasibility Report provides information, as of February 28, 2001,
with respect to the Airport, the Project and financial factors relating to the Bonds.

The Feasibility Report should be read in its entirety for discussion of the historical and
forccasted tinancial results of the Aiport, including the assumptions and rationale underlying
those forecasts. As noted in the Feasibitity Report, any forecast is subject to uncertainties. Some
of the assumptions used to develop the forecasts may not be realized, and unanticipated events
and circumstances could occur.  Therefore, there are likely to be differences between the
forecasts and actual results, and those differences may be material.

Miscellaneous

This Official Statement contains brief descriptions and summaries of the Bonds, the
Airport, the 2001 indenture, the 1982 Indenture, the Continutng Disclosure Agreement, and
certain other matters, Those descriptions and summaries do not purport to be comprehensive or
defimitive. ‘The descriptions of the Bonds and the other documents contazined in this Official
Statement are qualified in their entirety by reference to the actual documents.



Certain information relating to The Depository Trust Company (“DTC”) and the book-
entry-only system has been furnished by DTC. The Feasibility Report is attached hereto as
Appendix A. Appendix B includes the Airport’s Financial Statements for the fiscal years ended
June 30, 1999 and June 30, 2000. Appendix C contains information regarding the Atrport’s
agreements with the airlines serving the Airport. Appendix D contains information regarding the
1982 Indenture and the 2001 Indenture. Appendix E contains the proposed form of the
Continuing Disclosure Agreement to be entered into by the State, Appendix F contains the
proposed form of opinion of Co-Bond Counsel to be rendered in connection with the issuance
and delivery of the Bonds. Appendix G contains the specimen copy of the Bond Insurance
Policy.

During the initial offering period for the Bonds, copies of the documents summarized in
this Official Statement may be obtained upon request from the Office of the Treasurer, Attn:
Catherine Boone, Assistant Treasurer, 55 Elm Street, Hartford, Connecticut 36106, (860) 702-
3127. Thereafter, copies may also be obtained from the Trustee.

AUTHORIZATION FOR THE BONDS
Legal Authority—State Bond Commission

The State will issue the Bonds pursuant to the Connecticut General Statutes, Chapter
266a et. seq., as amended (the “Act”), and the 2001 Indenture. Under the Act, the Statc Bond
Commission (established pursuant to Section 3-20 of the General Statutes of Connecticut, as
amended) is empowered to authorize the issuance of revenue bonds to finance improvements to
the Airport. The State Bond Commission adopted authorizing resolutions for the Bonds on
August 25, 2000, December 15, 2000 and January 26, 2001.

The Statc Bond Commission consists of the Governor, the Treasurer, the Comptroller, the
Attomey General, the Secretary of the Office of Policy and Management, the Commissioner of
the Department of Public Works of the State and the Co-chairpersons and the Ranking Minority
Members of the Joint Standing Committee on Finance, Revenue and Bonding of the General
Assembly. The Secretary of the Office of Policy and Management serves as secretary to the
Commission.

Agreement of the State

In consideration of the purchase and acceptance of the Bonds by purchasers or
subsequent holders of the Bonds, the 2001 Indenture provisions will constitute a contract among
the State, the Trustee, and the holders from time to time of all bonds issued under the 2001
Indenture, including the Bonds. The 2001 Indenture provisions, covenants and agreements to be
performed on behalf of the State will be for the equal benefit, protection and security of the
holders of any and all of the bonds issued under the 2001 Indenture, including the Bonds, all of
which, regardless of the time or times of their issue or maturity, will be of equal rank without
preference, prionty or distinction, except as provided in the 2001 Indenture.



THE BONDS
General

The Bonds will be issued in the principal amount, be dated, bear interest at the rates per
annum and mature on the dates, subject to earlier redemption as described herein, all as set forth
on the cover page and the inside cover page of this Official Statement. Interest on the Bonds will
be paid on each April 1 and October 1 (each an “Interest Payment Date™), commencing October
1, 2001, in the manner described below. Interest on the Bonds will be computed on the basis of a
360-day year consisting of twelve 30-day months.

The Bonds will be issued in fully registered form only in denominations of $5,000 and
any integral multiple thereof, and will be registered in the name of Cede & Co., as nominee of
DTC. Purchases of beneficial interests in the Bonds initially will be made in book-entry-only
form (without certificates} in denominations of $5,000 and any integral multiple thereof and,
under certain circumstances, such beneficial interests are exchangeable for one or more fully
registered bonds of the same series, maturity and principal amount in such denominations.

So long as any of the Bonds are in book-entry form, the registered owner of the Bonds
will be Cede & Co. for all purposes of the 2001 Indenture and the principal of and interest and
any premium on the Bonds wiil be payable as described under “Book-Entry-Only System™
below.

If the book-entry-only system is discontinued with respect to the Bonds, thereafter, (i)
principal of and any premium on the Bonds will be payable upon presentation and surrender
thereof at the principal corporate trust office of the Trustee or at the office of any paying agent
designated by the Trustee and (ii) interest on the Bonds will be paid on each Interest Payment
Date by check or draft mailed by the Trustee on the Interest Payment Date to the registered
owners of the Bonds as of the close of business on the March 15 or September 15 (the “Regular
Record Date’”) immediately preceding the Interest Payment Date.

If and to the extent that the State fails to make payment or provision for payment of
interest on any Bonds on any Interest Payment Date, that interest will cease to be payable to the
registered owner of that Bond as of the applicable Regular Record Date and, when moneys
become available for payment of the interest, the Trustee will establish a Special Record Date
pursuant to the 2001 Indenture for the payment of that interest which Special Record Date will
be not more than 15 nor fewer than 10 days prior to the date of the proposed payment. The
Trustee will cause notice of the proposed payment and the Special Record Date to be mailed by
first class mail, postage prepaid, to each registered owner at its address as it appears on the
register not fewer than 10 days prior to the Special Record Date and, thereafter, the interest will
be payable 1o the registered owner of the Bonds at the close of business on the Special Record
Date.

So long as any of the Bonds remain outstanding, the State will cause books for the
registration and transfer of Bonds, as provided 1n the 2001 Indenture, to be maintained and kept
at the designated office of the Trustee, as Registrar. The Bonds may be exchanged, at the option
of the registered owner, for Bonds of the same series and maturity, in any authorized
denomination or denominations in an aggregate principal amount equal to the unmatured and



unrcdecemed principal amount of, and bearing interest at the same rate and maturing on the same
date or dates as, the Bonds being exchanged. Any Bonds may be transferred upon the register,
Any transfer or exchange will be made upon presentation and surrender of the Bonds being
exchanged at the designated office of the Registrar or at the designated office of any
authenticating agent together with an assignment duly executed by the registered owner or its
duly authorized attorney in any form which is satisfactory to the Registrar or the authenticating
agent, as the case may be. Upon transfer of any Bonds and on request of the Registrar or the
authenticating agent, the State will execute in the name of the transferee, and the Registrar or the
authenticating agent, as the case may be, will authenticate and deliver, a new Bond or Bonds, of
the same series and maturity, in any authorized denomination or denominations in an aggregate
principal amount equal to the unmatured and unredeemed principal amount of, and bearing
interest at the same rate and maturing on the same date or dates as, the Bonds presented and
surrendered for transfer. The exchange or transfer will be made without charge; provided, that
the State and the Registrar or the authenticating agent, as the case may be, may make a charge
for every exchange or transfer of Bonds sufficient to reimburse them for any tax or excise
required to be paid with respect to the exchange or transfer. Such reimbursement must be paid
by the registered owner before a new Bond is delivered.

Redemption

Series 2001A Bonds. The Series 2001 A Bonds will be subject to redemption prior to
maturity as follows:

Mandatory Sinking Fund Redemption, The Series 2001 A Bonds maturing on October 1,
2026 are subject to mandatory sinking fund redemption prior to maturity at a redemption price of
100% of the principal amount redeemed plus interest accrued to the redemption date on the dates
and in the principal amounts set forth below:

Mandatory Principal Amount
Redemption Date to be Redeemed
October 1, 2023 $7,275,000
October 1, 2024 7,660,000
October 1, 2025 8,060,000
October 1, 2026* 8,485,000

*final maturity

The Series 2001A Bonds maturing on October 1, 203] are subject to mandatory sinking
fund redemption prior to maturity at a redemption price of 100% of the principal amount
redeemed plus interest accrued to the redemption date on the dates and in the principal amounts
set forth below:



Mandatory Principal Amount

Redemption Date to be Redeemed
QOctober 1, 2027 $8,930,000
October 1, 2028 9,400,000
October 1, 2029 9,895,000
October 1, 2030 10,415,000
October 1, 2031* 10,965,000

*final maturity

Optional Redemption. The Series 2001 A Bonds that mature on or after October 1, 2011,
are subject to redemption prior to maturity on or after April 1, 2011, by and at the option of the
State, in whole or in part on any date and in integral multiples of $5,000 at the applicable
redemption prices (expressed as a percentage of principal amounts of Series 2001A Bonds
redeemed), set forth below opposite the applicable redemption period, plus interest accrued to
the redemption date:

Optional
Redemption Redemption
Dates Price
Aprl 1, 2011 through March 31, 2012 101%
April 1, 2012 and thereafter 100%

If optional redemption is to occur as of a Mandatory Redemption Date, the Series 2001 A
Bonds, or portions thereof to be optionally redeemed, will be selected prior to the selection by lot
of the Series 2001 A Bonds to be redeemed on the same date by operation of the Mandatory
Sinking Fund Requirements.

Series 2001B Bonds. The Series 2001B Bonds are not subject to mandatory sinking
fund redemption or optional redemption prior to maturity.

Extraordinary Optional Redemption of all Bonds. The Series 2001 A Bonds and the
Series 2001 B Bonds are subject to extraordinary optional redemption prior to maturity, by and at

the option of the State, in whole on any date, at a redemption price of 100% of the principal
amount redeemed plus interest accrued to the redemption date, in the event (i) of damage or
destruction of all or substantially ail of the Airport to such an extent that the Airport 1s expected
to be out of service, in whole or in part, for a period of six months or more, (i) of condemnation
of all or substantially all of the Airport to such an extent that the Airport is expected to be out of
service, in whole or in part, for a period of six months or more, or (iii) that the Airport ceascs to
function as an airport for general commercial traffic for a period of 120 consecutive days or
more.



Notice of Redemption; Effect. Except in the case of redemption pursuant to any
Mandatory Sinking Fund Requirement, Bonds will be redeemed only after written notice from
the State to the Trustee. The notice of the call for redemption of Bonds must identify (i) by
designation, letters, numbers or other distinguishing marks, the Bonds or portions thereof to be
redeemed, (ii) the redemption price to be paid, (i) the date fixed for redemption. and (1v) the
place or places where the amounts due upon redemption are payable. The notice will be given
by the Trustee on behalf of the State by mailing a copy of the redemption notice by first class
mail, postage prepaid, at least 30 days prior to the date fixed for redemption, to the registered
owner of each Bond subject to redemption in wholc or in part at the registered owner’s address
shown on the rcgister on the fiftecenth day preceding that mailing, Failure 10 reccive notice by
mailing or any defect in that notice regarding any Bond. however, will not affect the validity of
the proceedings for the redemption of any Bond.

If, at the time of mailing of the notice of any optional redemption, there has not been
deposited with the Trustee moneys sufficient to redeem ail the Bonds called tor redemption, the
notice may state that it is conditional on the deposit of the redemption moneys with the Trustee
not later than the opening of business on the redemption date. Such notice will be of no effect
and the redemption price for such optional redemption will not be due and payable unless such
moneys are 50 deposited.

If {a) unconditional notice of redemption has been duly mailed or sent in the manner
provided by the 2001 Indenture, or duly waived by the registered owners of all Bonds called for
redemption, or (b) conditional notice of redemption has been duly mailed or sent in the manner
provided by the 2001 Indenture, or waived, and the redemption moneys have been duly
deposited with the Trustee, then in either case, the Bonds or portions thereof called for
redemption will become due and payable on the redemption date. and upon presentation and
surrender thereof at the place or places specified in that notice, will be paid at the redemption
price, plus interest accrued to the redemption date. It money for the redemption ot all of the
Bonds or portions thereof to be redeemed, together with interest accrued thercon to the
redemption date, 1s held by the Trustee or any paying agent on the redemption date. so as to be
available therefor on that date, and if notice of redemption has been deposited in the mail as
required in the 2001 Indenture, then from and after the redemption date those Bonds or portions
thereof called for redemption will cease to bear interest and no longer will be considered to be
outstanding under the 2001 Indenture.

Partial Redemption. If fewer than all of the Bonds of a scries which are subject to
mandatory sinking fund redemption on the applicable Mandatory Redemption Date ar¢ to be
redeemed, the selection of Bonds of such series, or portions thereof in authorized denominations,
to be so redeemed will be made by lot by the Trustce in any manner which the Trustee may
determine. In the case of any other redemption, if fewer than all of the Bonds of a series are to
be redeemed. the selection of Bonds of such scries. or portions thercot o authorized
denominations, to be so redcemed will be made in such amounts, within such maturitics as
determined in writing by the State. Within such maturities, the sclection will be made by lot by
the Trustee in any manner which the Trustee may determince.




Book-Entry-Only System

Portions of the following information concerning DTC and DTC’s book-entry-onlv
system have been obtained from DTC. The State, Co-Bond Counsel and the Underwriters make
no representation as to the accuracy of such information.

Initially, DTC will act as securities depository for the Bonds and the Bonds initially will
be issued solely in book-entry-only form to be held under DTC’s book-entry-only system,
registered in the name of Cede & Co. (DTC’s partnership nominee). One fully registered bond
certificate for each scries of the Bonds will be issued for each matunty of the Bonds of such
series, in the aggregate principal amount of such maturity, and will be deposited with DTC.

DTC is a limited purpose trust company organized under the New York Banking Law, a
“banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform
Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A
of the Securities Exchange Act of 1934, as amended. DTC holds securities that its participants
(the “Participants™) deposit with DTC, DTC also facilitates the settlement among Participants of
securities transactions, such as transfers and pledges, in deposited securities through electronic
computerized book-entry changes in Participants’ accounts, thereby eliminating the need for
physical movement of securities certificates. “Direct Participants” include securities brokers and
dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is
owned by a number of its Direct Participants and by the New York Stock Exchange, Inc., the
American Stock Exchange, Inc., and the National Association of Securities Dealers, Inc. Access
to the DTC system 15 also available to others such as securitics brokers and dealers, banks, and
trust companies that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants™). The Rules applicable to DTC and its
Participants are on file with the Securities and Exchange Commission.

Purchases of the Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on the records of DTC. The ownership
interest of each actual purchaser of each Bond (the “Beneficial Owner”) will be recorded on the
records of the Direct and Indirect Participants. Beneficial Owners will not receive a written
confirmation from DTC of their purchase but Beneficial Owners are expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership intcrests in the Bonds will be accomplished by entries
made on the books of the Participants acting on behalf of the Beneficial Owners. Beneficial
Owners will not receive certificates representing their ownership interest in the Bonds, except in
the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co. The deposit of Bonds with
DTC and their registration in the name of Cede & Co. effect no change in beneficial ownership.
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect
only the identity of the Direct Participants to whose accounts such Bonds are credited, which
may or may not be the Beneficial Owners. The Participants will remain responsible for keeping
account of their holdings on behalf of thetr customers.
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So long as Cede & Co. is the registered owner of the Bonds, as nominee of DTC,
references herein to the Bondowners or registered owners of the Bonds will mean Cede & Co.,
and will not mean the Beneficial Owners of the Bonds.

Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time. Redemption notices will be sent
to Cede & Co. If less than all of the Bonds are being redeemed, DTC’s practice 1s to determine
by lot the amount of the interest of each Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the Bonds. Under its
usual procedures, DTC mails an Omnibus Proxy to the State as soon as possible after the record
date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct
Participants to whose accounts the Bonds are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

Principal and interest payments on the Bonds will be made to DTC. DTC’s practice is to
credit Direct Participants’ accounts on each payment date in accordance with their respective
holdings shown on DTC’s records unless DTC has reason to believe that it will not receive
payment on such payment date. Payments by Participants to Beneficial Owners will be governed
by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in “street name,” and will be the responsibility
of such Participant and not of DTC, the Trustce, the Paying Agent or the State, subject to any
statutory or regulatory requirements as may be in effect from time to time. Payment of principal
and interest to DTC is the responsibility of the Trustee, disbursements of such payments to
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

In the event that (a) DTC determines to discontinue providing its service with respect to
the Bonds of either or both series by giving reasonable notice to the State and discharging its
responsibilities with respect thereto under applicable law and the State fails to appoint a
successor securities depository for the Bonds of the affected series, or (b) the State determines to
discontinue the system of the book-entry transfer through DTC (or a successor securities
depository), bond certificates are required to be delivered as described in the Bonds. The
Beneficial Owner, upon registration of certificates held in the Beneficial Owner’s name, will
become the registered owner of the Bonds.

THE STATE, THE TRUSTEE AND THE PAYING AGENT WILL HAVE NO
RESPONSIBILITY OR OBLIGATION TO ANY DIRECT PARTICIPANT, INDIRECT
PARTICIPANT OR ANY BENEFICIAL OWNER OR ANY OTHER PERSON NOT SHOWN
ON THE REGISTRATION BOOKS OF THE TRUSTEE AS BEING A REGISTERED
OWNER WITH RESPECT TO: (1) THE ACCURACY OF ANY RECORDS MAINTAINED
BY DTC OR ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT; (2) THE
PAYMENT OF ANY AMOUNT DUE BY DTC TO ANY DIRECT PARTICIPANT OR BY
ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT TO ANY BENEFICIAL
OWNER IN RESPECT OF THE PRINCIPAL AMOUNT OR REDEMPTION PRICE OF OR
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INTEREST ON THE BONDS: (3} THE DELIVERY OF ANY NOTICE BY DTC TO ANY
DIRECT PARTICIPANT OR BY ANY DIRECT PARTICIPANT OR INDIRECT
PARTICIPANT TO ANY BENEFICIAL OWNER WHICH 1S REQUIRED OR PERMITTED
TO BE GIVEN TO REGISTERED OWNERS UNDER THE TERMS OF THE 2001
INDENTURE: (4) THE SELECTION OF THE BENEFICIAL OWNERS TO RECEIVE
PAYMENT IN THE EVENT OF ANY PARTIAL REDEMPTION OF THE BONDS:; OR (5)
ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS REGISTERED
OWNER.

The State and the Trustce cannot and do not give any assurances that DTC will distribute
payments on the Bonds made to DTC or its nominee as the registered owner or any redemption
or other notices, to the Participants, or that the Participants or others will distribute such
payments or notices to the Beneficial Owners, or that they will do so on a timcely basis, or that
DTC will serve and act in the manner described in this Official Statement.

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS

Special Obligations of the State

The Bonds are special obligations of the State and are payable only from the Pledged
Revenues (which includes certain pledged passenger facility charge revenues) and other receipts,
funds or moneys pledged therefor pursuant to the 2001 Indenture, subject to a prior lien on
Alrport revenues securing certain outstanding Airport Revenue Bonds of the State. Neither the
State nor any political subdivision thereof is subject to any lability for the Bonds except to the
extent of such Pledged Revenues and the receipts. funds or moneys pledged therefor pursuant to
the 2001 Indenture. The issuance of the Bonds will not directly or indirectly or contingently
obligate the State or any political subdivision thereof to levy or to pledge any form of taxation
whatsoever therefor or to make any appropration for their payment. The Bonds will not
constitute a charge, lien or encumbrance, legal or equitabie, upon any property of the State or of
any political subdivision thercof, except as described in the 2001 Indenture.

Bonds Qutstanding Under the 1982 Indenture

The State issued the 1992 Refunding Bonds in the aggregate principal amount of
$94.065,000 on September 30, 1992 under the 1982 Indenture. The 1992 Refunding Bonds are
currently outstanding, in the aggregate principal amount of §71,215.000, have a final maturity
date of October 1. 2012, and arc first callabie for optional redemption on October 1, 2004, at a
redemption price of par. On February 1, 2001, the State called for early redemption and
redeemed the remaining $3.020.000 of its $3.835,000 Airport Revenue Taxable Subordinated
Refunding Bonds, Bradley International Airport, Series 1989 (the 1989 Bonds™) dated August
1, 1989. Therctore. the only bonds outstanding under the 1982 Indenture are the 1992 Refunding
Bonds.

The Series 2001B Bonds are being used to advance refund $16,600,000 of the 1992
Refunding Bonds for redemption on October 1, 2004. Under the 2001 Indenture, the Bonds will
be secured by a parity senior lien and pledge on the Pledged Revenues (including certain pledged
passenger facility charge revenues) of the Airport subject to the prior lien on the Airport’s gross
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operating revenues securing the $54,615,000 of remaining 1992 Refunding Bonds outstanding.
For so long as the 1992 Refunding Bonds are outstanding, (i) the payment of all principal,
interest or redemption premium, if any, due on the Bonds is subject to the prior deposits required
under the 1982 Indenture, including the prior payment of all principal, interest or redemption
nremium, if any, due on the 1992 Refunding Bonds, and (ii) the State and the Airport will remain
subject to the terms and provisions of the 1982 Indenture, including the requirement that
revenues of the Airport be deposited in accordance with the provisions of the 1982 Indenture.
Upon payment (at maturity or earlier redemption) or defeasance of the remaining 1992
Refunding Bonds, the lien of the 1982 Indenture will be discharged and the 1982 Indenture will
no longer be of any force or effect. The State has covenanted under the 200! Indenture not to
issue any additional bonds under the 1982 Indenture.

Parking Garage Revenue Bends and Application of Parking Revenues

As discussed under “INTRODUCTION - Security for the Bonds,” the State issued its
Parking Garage Revenue Bonds on Aprnl 6, 2000 to finance the costs of the Parking Garage.
Upon compliance with certain conditions set forth in the Trust Indenture securing the Parking
Garage Revenue Bonds, the State may issue additional Parking Revenue Bonds on a panity with
the outstanding Parking Garage Revenue Bonds issued in 2000, In connection with the issuance
of the Parking Garage Revenue Bonds, the State entered into the Parking Lease with the Parking
Operator. Under the Parking Lease, the Parking Operator is obligated to construct and to operate
the Parking Garage and to operate all of the State-owned surface parking facilities at the Airport
through April 6, 2025. The Parking Lease provides that the Parking Operator make certain
scheduled minimum annual payments to the State (the “*State Minimum Guarantce Payment™).
The State Minimum Guarantec Payment 1s payable monthly, with annual amounts beginning at
approximately $8.2 mitlion for the fiscal year ending June 30, 2001 and increasing to
approximately $13.2 million for the fiscal year ending June 30, 2024, The Parking Operator’s
sole corporate member is APCOA/Standard Parking, Inc., a national parking operator
{“APCOA”). So long as the Parking Lease remains in effect, APCOA has guaranteed payment
of the depostits required under the Parking Lease, including debt service on the Parking Garage
Revenue Bonds and the State Minimum Guarantee Payment. During the term of the Parking
Lease, all gross parking revenues from the Parking Garage and surface parking fucilities will be
deposited in accordance with the provisions of the Parking Lease. Parking Garage and surface
parking facilities revenues will be Released Revenues and will not be treated as revenues of the
State under the 1982 Indenture or the 2001 Indenture. Amounts paid to the State as the State
Minimum Guarantee Payment and additional amounts under the Parking Lease will be deposited
as gross operating revenues under the 1982 Indenture and, (i) while the 1982 Indenture is in
effect, will first be applied to make all required deposits to the funds established under the 1982
Indenture, and then will be available to be deposited as Revenues under the 200! Indenture, and
(i1} after discharge of the 1982 Indenture, will be deposited as Revenues under the 2001}
Indenture. See “Revenues — Released Revenues Relating to the Parking Lease” below.

Revenues
General. Under the 2001 Indenture, the term “Revenues” means: (i) all rcvenues,
income, receipts and money derived from the ownership and operation of the Airport, including

all rentals, charges, landing fees, use charges, concession revenuce and PFC Revenues received
by or on behalf of the State, (ii) investment earnings on amounts depostted in funds and accounts
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under the 2001 Indenture or otherwise maintained with respect to the Airport, and {(iii) all
unrestricted gifts or grants. Revenues will be calculated on an accrual basis of accounting,

While the 1982 Indenture remains in effect. gencrally all Revenucs initially will be
deposited 1t accordance with the provisions of the 1982 Indenture. See “Deposit of Revenues
and Application of Funds - Application of Funds Under the 1982 Indenture” herein. In
accordance with the 1982 Indenture, after all required deposits are made to the funds established
thereby, all remaining amounts are deposited into the General Atrport Fund (the 1982 General
Airport Fund’™) held by the trustee under the 1982 Indenturc (the “1982 Indenture Trustee™).
Under the 2001 Indenture, the State will covenant that, for so long as the 1992 Refunding Bonds
remain outstanding, it will cause from time to time (but in sufficient time to allow the Trustee to
timely make the payments required under the 2001 Indenture) the 1982 Indenture Trustee to
withdraw and pay to the Trustee all moneys then on deposit in the 1982 General Airport Fund
and available for withdrawal pursuant to the 1982 Indenture.  All such amounts will be deposited
into the Revenue Fund held by the Trustee under the 2001 Indenture and applied as provided
therein. Sce “Deposit of Revenues and Application of Funds - Application of Funds Under the
2001 Indenture’” herein.

Pledged Revennes. Upon the deposit of Revenues into the Revenue Fund under the 2001
Indenture, such Revenues become Pledged Revenues under the 2001 Indenture. subject to
application of those revenues to permitted purposes. Use of PFC Revenues is limited to the
allowable costs of approved PFC Facihities.

Under the 2001 Tndenture, “Pledged Revenues”™ means ali Revenues and all moneys paid
or required to be paid into, and all moneys and securities on deposit from time to time in, the
following funds and accounts: (1) the Revenue Fund, including the Generat Revenue Account,
and the General Revenue Enhancement Account, but excluding the Released Revenue Account
and amounts in the Revenue Fund required to be used to pay Operating Expenses, (11) the PFC
Revenue Fund. including the PFC Coverage Account, but excluding the PFC Escrow Account,
(tii) the Debt Service Fund, including the Bood Service Account, the Payments Account, the
Capitalized Interest Account and the Debt Service Reserve Account, (iv) the Construction Fund,
including the Series 2001 Project Account, and (v) the Cost of Issuance Fund, including the
Series 2001 A Account and the Series 2001 B Account. [n addition to the exclusions identified in
the preceding sentence, “Pledged Revenues™ does not include (1) moneys and securitics from
time to timc on deposit in the General Airport Fund, including the Deposit Account therein, (i1)
moneys and securitics from tme to tme on deposit in the Improvement Fund, including the
Deposit Account therein. and {1i1) any amounts required under the 2001 Indenture to be set aside
pending, or used for, rebate to the United States government pursuant to Section 148(f) of the
[nternal Revenue Code of 1986. as amended (the "Code™), including, but not limited to, amounts
in the Rebate Account,

PFC Revenues. The 2001 Indenture requires that PFC Revenues be deposited into the
PFC Revenue Fund. TFunds deposited into the PFC Revenue Fund will initially be deposited into
the PFC Coverage Account in each Fiscal Year unul an amount has been deposited therein equal
to 125% of the PFC Component of the Debt Service Requirements for the current Fiscal Year on
the Series 2001A Bonds. The “PFC Component” s that portion of the Debt Service
Requirements on the Series 2001 A Bonds allocated to the PFC Facilities and expected to be paid
from PFC Revenues. Amounts on deposit in the PFC Coverage Account will be Pledged
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Revenues under the 2001 Indenture. The amount on deposit in the PFC Coverage Account will
be transferred from time to time by the Trustee, at the direction of the State, to the Bond Service
Account to be applied to pay the PFC Component of the Debt Service Requirements on the
Scries 2001 A Bonds. Use of PFC Revenues is limited to the allowable costs of approved PFC
Facilities. See “Deposit of Revenues and Application of Funds - The 200! Indenture - PFC
Revenue Fund; PFC Coverage Account” and “PFC Program - Airport PFC Approvals” herein.

Released Revenues Relating to the Parking Lease. Under the 2001 Indenture, Revenues
rclating to the Parking Lease are Released Revenues and are to be deposited and applied as set
forth in the Parking Lease. As Released Revenucs, such amounts are not deposited into the
funds and accounts under the 2001 Indenture and are not Pledged Revenues. The Parking Lease
is also treated as a “Special Facility Lease” under the 1982 Indenture and, as a result thereof, the
revenues derived from the Parking lease are not depasited into the funds and accounts under the
1982 Indenture.

The Parking Lease and the trust indenture securing the Parking Garage Revenue Bonds
provide for separate application of amounts derived from the Airport’s surface parking facilities
and the Parking Garage (collectively, the “Parking Facilities™). Surface parking revenues are to
be applied to pay expenses and certain other required deposits relating to the surface parking;
Parking Garage revenues are to be applied to pay debt service on the Parking Garage Revenue
Bonds and expenses and certain other required deposits relating to the Parking Garage. Surface
parking revenues and Parking Garage revenues remaining after such deposits are made in each
month are to be applied, on an aggregate basis, to make the monthly State Minimum Guarantee
Payment. Additional surface parking revenues and Parking (Garage revenues remaining on
deposit are to be applied annually, on an aggregatc basis, 1o pay specified amounts to the Parking
Opecrator and the State. All State Minimum Guarantee Payments and payments of such
additional amounts received by the State in accordance with the Parking Lease are gross
operating revenues to be deposited in accordance with the 1982 Indenture and, after discharge of
the 1982 Indenture, are Revenues to be depostted in accordance with the 2001 Indenture. See
“Parking Garage Revenue Bonds and Application of Parking Revenues” herein.

Upon the occurrence of certain events, including the Parking Operator’s failure to pay
amounts due under the Parking Lease, including amounts sufficient to pay debt service on the
Parking Garage Revenue Bonds and to make the monthly State Minimum Guarantee Payment,
the Parking Lease provides that the State may re-enter and take possession of the Parking
Facilities, sublease the Parking Facilities, operate the Parking Facilities or take any action that
the State deems necessary or desirable. However, in the cvent that the Parking Operator or its
affiliates or assigns become the subject of a federal bankruptcy proceeding, operation of the
automatic stay provisions of the Bankruptcy Code under certain circumstances may require the
Parking Garage Trustee, the Custodian and the State to obtain bankruptcy court approval prior to
taking any action to enforce the Parking Lease, including terminating the Parking Lease or
enforcing any of the remedics provided for in the Parking Lease. There is no assurance that the
bankruptcy court would grant such approval, or that such approval would be granted on a timely
basis. Accordingly, if the Parking Operator or its aftiliates or assigns become the subject of a
federal bankruptcy proceeding, the treatment of the Parking Lease under the Bankruptcy Code
could result in long delays in the State’s receipt of Parking Facilitics” revenues and possibly in
reductions in the amounts available for the Debt Service Requirements on the Bonds. See
“Parking Garage Revenue Bonds and Application of Parking Revenues™ herein.
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The State has been advised that an independent affiliate of APCOA filed for bankruptcy
protection under Chapter 11 of the Bankruptcy Code on January 31, 2000, which resulted in
certain debt restructurings of APCOA’s parent corporation. The State has been advised that the
assets of the independent affiliate were sold by the parent corporation and, according to a Report
on Form 8-K dated March 5, 2001 and filed with the Securities and Exchange Commission,
APCOA reported that the debt restructurings were completed on March 5, 2001. To date, the
State is not aware of any adverse impact as a result of such bankruptcy filing or such debt
restructurings on the operations at the Airport of APCOA or the Parking Operator. Pursuant to a
Continuing Disclosure Agreement executed in connection with the 1ssuance of the Parking
Garage Revenue Bonds, APCOA and the Parking Operator have agreed to file their annuali
financial statements with the nationally recognized municipai securities information repositories.
(The current repositories are identified in the Continuing Disclosure Agreement of the State
attached hereto as Appendix E.)

Covenants as to Rates and Charges

Upon the issuance of the Bonds. the State will covenant under the 2001 Indenture to
establish rates for the services and facilities furnished by the Airport in an amount sufficient to
pay debt service on the Bonds, operating expenses of the Airport and certain other amounts and
charges. In addition, untif the 1992 Refunding Bonds have been paid or tegally defeased and the
1982 Indenture discharged, the State has covenanted under the 1982 Indenturc to establish rates
for the services furnished by the Airport in an amount sufficient to pay debt service on the 1992
Refunding Bonds, operating expenses of the Airport and certain other amounts and charges.
Accordingly, upon issuance of the Bonds, the State wiil have to comply with the rate covenants
under both the 1982 Indenture and the 2001 Indenture.

1982 Indenture. (All capitalized terms used below relating to the flow of funds under the
1982 Indenture and not otherwise defined, are used as defined under the 1982 Indenture.) For as
long as the 1992 Refunding Bonds are cutstanding, the State has covenanted under the 1982
Indenture to fix and charge rates, fees and charges to the extent possible for the use and services
of the Atrport so as to provide Gross Operating Revenues sufficient {a) to pay the principal of
and intcrest and premium, 1f any, on the 1992 Refunding Bonds as the same shall become due
(whether at matunty, upon required redemption prior to maturity or otherwise), (b) to create and
maintain all reserves and sinking funds and make all other payments provided for undcr the 1982
Indenture, and (c) to pay as they come due the Current Expenses or to provide for such payment;
provided, that nothing in the 1982 Indenture prohibits the State from entering into long-term
agreements for the use of the services and facilities of the Airport.

The State has also covenanted pursuant to the 1982 Indenturc to impose, to the extent
possible, such rates, rents, fees and charges as will yield Gross Operating Revenues (including.
for such purpose, moneys held in the Airport Coverage Account and the Interim Reserve
Account, each established by the 1982 Indenture), with respect to the immediately ensuing Fiscal
Year, after deducting Current Expenses and payments for reserves and sinking funds required
under the 1982 Indenture, computed as of the final business day of such Fiscal Year, in an
amount at least equal to 125% of the sum of (a) the amount required in such Fiscal Year to pay
interest on the 1992 Refunding Bonds as and when the same becomes due and payable and (b)
the amount required in such Fiscal Year to pay the principal of the 1992 Refunding Bonds as and
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when the same shall become due and payable (whether at maturity, upon required redemption
prior to matunty or otherwise). See Appendix D-2 - Summaries of Principal Financing
Documents, Bradley International Airport 1982 Indenture for additional information on the
1982 Indenture.

Upon the payment or legal defeasance of the 1992 Refunding Bonds and the release of
the lien of the 1982 Indenture, ail covenants of the State contained in the 1982 Indenture will no
tonger be of any force or effect.

2001 Indenture. Under the 2001 Indenture, the State will covenant with the holders of
all bonds Outstanding under the 2001 Indenture that 1t will at all times prescribe, tix, maintain
and collect rates, fees and other charges for the services and facilities furnished by the Airport in
an amount sufficient to:

(a) (1) pay all of the Airport’s Operating Expenses as they become due and payable,
(i} pay all Debt Service Requirements on bonds Outstanding under the 2001 Indenture
{(including the Bonds) when due and payable. (1ii) make all required deposits, if any, into
the Debt Service Reserve Account and the Rebate Account, (1v} pay amounts required to
be paid under any Contract or Other Airport Obhgation when due and payable. and (v)
remedy all deficiencies in required payments or deposits into the funds and accounts
crealed hereunder;

(b} provide Net General Revenues in each Fiscal Year equal to at least:

(1) 120% of the Debt Service Requirements on all bonds Outstanding under
the 2001 Indenture (including the Bonds) sccured by a Scnior Lien on General
Revenues (including as Net General Revenues amounts on deposit in the General
Revenue Enhancement Account and. for so long as any such bonds also are
secured by a Senior Lien on PFC Revenues, amounts on deposit in the PFC
Coverage Account) and

(1) 110% of the Debt Service Requirements on all bonds Outstanding under
the 2001 indenture (including the Bonds} secured by a Senior Lien on General
Revenues (including as Net General Revenues, for so long as any such bonds also
are secured by a Senior Lien on PFC Revenues, amounts on deposit in the PFC
Coverage Account, but not including amounts on deposit in the Gencral Revenue
Enhancement Account); and

(<) provide PFC Revenues in each Fiscal Year cqual to at least 100% (or such other
percentage which may be specified in a Supplemental Indenture with respect to
Outstanding PFC Revenue Bonds) of the Debt Service Requirements on PFC
Revenue Bonds secured only by a Senior Lien on PFC Revenues.

In connection with the issuance of bonds under the 2001 Indenture which are not secured
by a Semior Lien on General Revenues and/or PFC Revenues, the Supplemental Indenturc
authorizing such bonds shall specify the applicable rate covenant required to be met with respect
to the related Revenues. In connection with the issuance by the State of PFC Revenue Bonds
secured only by a Senior Lien on PFC Revenues, the State shall specify in the related
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Supplemental [ndenture the rate covenant provision to be applicable with respect to such Bonds
in accordance with clause (¢) above; provided that, each Rating Agency with a Rating then in
eftect with respect to the Atrpert (without regard to any Credit Facility then in effect with respect
to any Qutstanding Bonds) shall indicate in writing to the State that the use of such rate covenant
provision for purposes of clause (¢ ) above will not, by itself, result in a reduction or withdrawal
of such Rating. In no event shall this Section be construed as requiring the Airport to impose
passenger facility charges in excess of amounts permitted pursuant to the PFC Act.

If the State fails to prescribe. fix, maintain, and coliect rates, fees, and other charges. or to
revise such rates, fees, and other charges. in accordance with the provisions of the 2001
Indenture in any Fiscal Year. but the State in the next Fiscal Year has promptly taken all
available mcasures to revise such rates. fees and other charges as advised by an Airport
Consultant, there will be no Event of Detault as described n the 2001 Indenture until at least the
end of such next Fiscal Year and only then if Net General Revenues arc less than the amount
required by the rate covenant provisions of the 2001 Indenture descnbed above. See Appendix
D-1 - Summaries of Principal Financing Documents, Bradley International Airport 2001
Indenture — Defaults and Remedies for additional information regarding Events of Default
under the 2001 Indenture.

Deposit of Revenues and Application of Funds

The 2001 Indenture provides for the application of Revenues received by the State. In
addition, for as long as the 1992 Refunding Bonds are outstanding under the 1982 Indenture,
Gross Operating Revenues under the 19%2 Indenture are to be applied to the funds and accounts
specified in the 1982 Indenture for the purpeses set forth therein. Any moneys remaining after
the application of the Gross Operating Revenues as spectfied in the 1982 Indenture are to be
applied to the funds and accounts specified in the 2001 Indenture for the purposes sct forth
therein. Upon the payment or legal defeasance of the 1992 Retunding Bonds, the Revenues will
no longer be subject to application pursuant to the 1982 Indenture.

Application of Funds Under the 1982 Indenture. (All capitalized terms used below
relating to the flow of funds under the 1982 Indenture and not otherwise defined, are used us
defined under the 1982 Indenture.) For as long as the 1992 Refunding Bonds are outstanding
under the 1982 Indenture, the 1982 Indenture Trustee is required to deposit in the Revenue Fund
created under the 1982 Indenture all Gross Operating Revenues. Until used and applied as
described below. all moneys deposited in the Revenue Fund pursuant to the 1982 Indenture are
held in trust for the equal and ratable benetit of all of the 1992 Refunding Bonds and are subject
to the liens, pledges and charges created thereunder for the security and benefit of the holders of
the 1992 Refunding Bonds.

On or before the 20th day of each month, the 1982 Indenture Trustee is required to
withdraw from the Revenue Fund all monevs then held to the credit of the Revenue Fund (but
not including moneys held to the credit of the Operation and Maintenance Reserve Account
within the Revenue Fund) and deposit the sum so withdrawn to the credit of the following
accounts or funds in the following order:

(1) {(A) to the Bond Service Account, to pay 1/12th of the principal of the 1992
Refunding Bonds due and payable within the next 12 months and 1/6th of the interest on the
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1992 Refunding Bonds due and payable within the next six menths and (B) to the Redemption
Account, to pay 1/12th of the principal and premium, if any, due within the next 12 months for
cach of the term 1992 Refunding Bonds then outstanding;

(i1) to the Reserve Account, 1/12th of the amount, if any, necessary to make the
amount deposited to the Reserve Account in such Bond Year equal to the maximum amount of
principal and interest requirements for the current or any succeeding Bond Year for the 1992
Refunding Bonds;

(iii)  to the State, such amount, if any, to make the amount then held by the State for
the payment of Current Expenses (excluding any amount then held by the State as a reserve for
the payment of expenses not annually recurring and for the replacement of depreciable
equipment) equal to such amount as is necessary for Current Expenses during the next two
months as shown on the Annual Operating Budget:

(iv)  to the Operation and Maintenance Reserve Account, 1/12th of the amount, if any,
necessary to make the amount deposited to the credit of the Operation and Maintenance Account
equal to not less than 25% of the budgeted Current Expenses for the then current Fiscal Year (the
“0O&M Account Requirement™), subjcct to increasc or decrcase as specified from time to time by
the State Bond Commission; provided that such amounts shall not be reduced to less than the
O&M Account Requirement;

(v} to the 1982 Improvement Fund, such amount, if any, as determined by the State
Bond Commission to pay costs of any additions. expansions or improvements of or to the
Airport;

(vi)  to the Airport Coverage Account, the amount, if any, necessary to make the
amount deposited to the credit of the Airport Coverage Account equal to 25% of the sum of
(a) the amount required in such Fiscal Year to pay intercst on the 1992 Refunding Bonds when
due and payable and (b) the amount required in such Fiscal Year to pay the principal of the 1992
Refunding Bonds as and when the same shall become due and payable (whether at maturity,
upon required redemption prior to maturity, or otherwise);

(vii)  to the 1982 General Airport Fund, the balance, if any, remaining after making the
transfers described above.

Amounts on deposit in each of the funds under the 1982 Indenture will be applied as
described in Appendix D-2 — Summaries of Principal Financing Documents - Bradley
International Airport 1982 Indenture, provided that amounts on deposit in the 1982 General
Airport Fund will be transferred to the Revenue Fund under the 2001 Indenture as described in
the following paragraph.

Application of Funds Under the 2001 Indenture. For so long as the 1992 Retfunding
Bonds are outstanding, the State will cause from time to time (but in sufficient time to allow the
Trustee to timely make the payments required under the 2001 Indenture) the 1982 Indenture
Trustee to withdraw and pay to the Trustee all moneys then on deposit in the 1982 Genceral
Airport Fund under the 1982 Indenture (and available for withdrawal thereunder) for deposit into
the Revenue Fund under the 2001 Indenture.



All Revenues {other than PFC Revenues, Released Revenwes relating to the Parking
Lease and Special Purpose Revenues) will be deposited by the State, from time to time and as
received, in the Revenue Fund created under the 2001 Indenture. PFC Revenues will be
deposited in the PFC Revenue Fund.

The 2001 Indenture - Revenue Fund, The amounts deposited into the Revenue Fund
immediately will be allocated to the account within the Revenue Fund designated therefor:

(i) General Revenues will be deposited to the General Revenue Account:

(i) Released Revenues will be deposited to the Released Revenue Account,
provided that. (A) Released Revenues relating to the Parking Lease will be deposited and
applied as sc¢t forth in the Parking Lease (see “Parking Garage Revenue Bonds and
Application of Parking Revenues™ herein) and (B) to the extent so provided in the
Supplemental Indenture or other agreement establishing additional categories of Relcased
Revenues, such Released Revenues may be deposited as set forth thercin without being
deposited in the Revenue Fund: and

(i)  Special Purpose Revenues will be deposited and applied as set forth in the
agreements establishing the related Special Purpose Facilities.

Moncys in the Revenue Fund will be applied by or at the direction of the State from time
to time to the following purposes and, prior to the occurrence and continuation of an Event of
Default, in the order of priority determined by the State in 1ts sole discretion:

(1 to pay Operating Expenses (including amounts transferred from ume to
time to DOT to pay Operating Expenses in accordance with the requirements of
the Act). provided that (A) amounts in the Revenue Fund may be applied to pay
Operating Expenses, but only to the extent that such Operating Expenses have not
been paid in accordance with the provisions of the 1982 Indenture and (B)
amounts in the Released Revenue Account shall be used only for Operating
Expenses of the related Released Revenue Facilities:

(11) to deposit into the Debt Service Fund the amounts required by the 2001
Indenture, provided that. amounts in the Relcased Revenue Account shall be used
only for deposits to accounts or subaccounts relating to bonds Qutstanding under
the 2001 Indenture which have a lien on any Released Revenues or for other
purposcs permitted pursuant to the 2001 indenture;

(it} to deposit into the Debt Service Reserve Account the amounts required by
the 2001 Indenture. provided that, amounts in the Released Revenue Account
shail be used only for deposits to accounts or subaccounts relating to bonds
Qutstanding under the 2001 Indenturc which have a lien on any Released
Revenues or for other purposes permitied pursuant to the 2001 Indenture;

(iv)  to deposit into the Rebate Account the amounts required by the 2001
Indenture, provided that, amounts in the Released Revenue Account shall be used
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only for deposits to accounts or subaccounts rclating to bonds Outstanding under
the 2001 Indenture which have a lien on any Released Revenues or for other
purposes permitted pursuant to the 2001 Indenture;

(v) to pay to any party to a Contract the amounts due thereon, including
Additional Interest, continuing commission or commitment fees, remarketing
agent fees and repayment of amounts equivalent to principal on related bonds
Outstanding, provided that, for any payments on a Contract, amounts may be
drawn only from the accounts or subaccounts relating to the Revenues securing
the bonds related to such Contract, and, unless otherwise provided in the related
Supplemental Indenture because a Credit Facility is intended to be drawn on for
payments on bonds, only after all payments then due with respect to the related
bonds Outstanding have been made;

(vi) to pay amounts required to be paid with respect to any Other Airpont
Obligations, provided that, for any payments with respect to any Other Airport
Obligations, 1f such Other Airport Obligations relate to Released Revenue
Facilities, then such payments shall be made from available amounts in the
Released Revenue Account and otherwise, such payments shall be made from the
(ieperal Revenue Account;

{vit} for transfer to the General Revenue Enhancement Account, the General
Airport Fund or the Improvement Fund: and

(viii) for any other lawful purpose related to the Airport.

See Appendix D-1 ~Summaries of Principal Financing Documents — Bradley
International Airport 2001 Indenture, for a description of certain limitations applicable under
the 2001 Indenture to such uses by the State.

The 2001 Indenture - PFC Revenue Fund; PFC Coverage Account. PFC Revenues
will be deposited injtially into the PFC Coverage Account of the PFC Revenue Fund in each
Fiscal Year until an amount has been deposited therein equal to 125% of the PFC Component of
the Debt Service Requirements for the current Fiscal Year on the Series 2001 A Bonds, as set
forth in the First Supplemental Indenture. Thereafter, PFC Revenues received during such Fiscal
Year will be deposited into the PFC Escrow Account of the PFC Revenuc Fund. In connection
with the subsequent issuance of Additional PFC Revenue Bonds payable in whole or in part by a
Senior Lien on PFC Revenues, the related PFC Revenues will be deposited into the PFC
Coverage Account and shall secure, on a parity basis, all PFC Revenue Bonds secured by a
Senior Lien on PFC Revenues; provided that the State may specify in the related Supplemental
Indenture a different flow of funds for the related PFC Revenues consistent with the then
applicable law relating to the application of PFC Revenues. In the event that the State is unable
to deposit into the PFC Coverage Account in any Fiscal Year the amount specified above, such
inability will not be an Event of Default under the 2001 Indenture. See Appendix D-1 —
Summaries of Principal Financing Documents -~ Bradley International Airport 2001
Indenture — Defaults and Remedies.
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The amount on deposit in the PFC Coverage Account will be transferred from time to
time by the Trustee, at the direction of the State, to the Bond Service Account to be applied to
pay the PFC Component of the Debt Service Requirements on the Series 2001 A Bonds and any
Additional PFC Revenue Bonds. Amounts in the PFC Coverage Account shall be used only for
deposits to accounts or subaccounts relating to bonds which have a lien on PFC Revenues.
Amounts in the PFC Escrow Account may be (1) transferred by the State to the Depaosit Account
of the Improvement Fund to pay allowable costs of PFC Facilities, (i1) transferred to the Bond
Service Account or the Payments Account to be used for payments on related bonds and
Contracts or (i) used tor such other purposes as may be permitted pursuant to applicable law.
See Appendix D-1 — Summaries of Principal Financing Documents - Bradley International
Airport 2001 Indenture — Revenue Fund and PFC Revenue Fund, for a description of certain
limttations applicable under the 2001 Indenture to such uses by the State.

The 2001 Indenture — Debt Service Reserve Account. The 2001 Indenture establishes
the Debt Service Reserve Account within the Debt Service Fund, together with separate
subaccounts for cach scries of bonds under the 2001 Indenture. There will be deposited into the
Series 2001A Bonds and Series 20018 Bonds subaccounts, respectively, of the Debt Service
Reserve Account, amounts as set forth mn “SOURCES AND USES OF BOND PROCEEDS”
herein.

Whenever, for any reason, the amount in the Bond Service Account available to make the
payment of principal or interest on bonds Outstanding {including the Bonds) under the 2001
Indenture, including amounts to be received from the Capitalized Interest Account and the PFC
Coverage Account for such payment, is insufficient to pay all such principal or interest coming
due on any General Revenue Bonds within the next seven calendar days, the State is required to
make up any deficiency by transfers from the General Amrport Fund. Whenever, on the date that
such principal or interest is due on any Senior Lien Bonds, there are insufficient moneys in the
Bond Service Account available to make such payment, the Trustee is required, without further
instructions, to apply so much as may be needed of the moneys in the related subaccount of the
Debt Service Reserve Account to prevent default in the payment of such interest or principal.
with priority to interest payments. Whenever by reason of any such application or otherwise the
amount remaining to the credit of the related subaccount of the Debt Service Reserve Account is
less than the amount then required to be in such subaccount of the Debt Service Reserve
Account, such deficiency 1s required to be remedied by not more than 12 equal monthly deposits
from the related account or accounts of the Revenue Fund, to the extent funds are available in the
related account or accounts of the Revenue Fund for such purpose after all required transfers
pursuant to the 2001 Indenture have been made. See Appendix D-1 — Summaries of Principal
Financing Documents - Bradley International Airport 2001 Indenture — Debt Service
Reserve Account,

Additional Bonds

Pursuant to the terms of the 2001 Indenture, the State may issuc additional bonds under
the 2001 Indenture that are: (1) equally and ratably secured by the General Revenues or PFC
Revenues under the 2001 Indenture on a parity with the Bonds (“*Senior Lien Bonds™); (i)
subordinate to the Bonds {“Subordinate Lien Bonds™); (i11) secured by a Sentor Lien on Special
Purpose Revenues ("Special Purpose Revenue Bonds™): (iv) secured by a separable category or
portion of revenues. income, receipts and money relating to a definable service, facility or
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program of the Airport withdrawn from General Revenues (“Released Revenue Bonds™): and (v)
not Subordinate Lien Bonds and either (a) have no Scnior Lien on any Revenues, (b) have no
lien on any Revenues or (c) have a Senior Lien on some Revenues in addition to a Subordinate
Licn on some Revenues (“Hybrid Bonds™). The State will covenant in the 2001 Indenture not to
issuc any additional bonds under the 1982 Indenture.

The 2001 Indenture has various requirements for the issuance of Additional Bonds.
Among these requirements is the requirement that for Additional Senior Lien Bonds issued on a
parity with Outstanding Senior Lien Bonds (other than certamn refunding bonds), there must be
filed etther:

(A}  areport by an Independent Certified Public Accountant to the effect that
the historical related Net Revenues (for General Revenues, without consideration of (i)
amounts in the General Revenue Enhancement Account, or (i) gifis or grants or
expenditures of such gifts or grants) for each of the twe most recent audited Fiscal Years,
were equal to at least 120% (for PFC Revenue Bonds secured only by a Senior Lien on
PFC Revenues, 100% or such other percentage which may be specified in a Supplemental
Indenture with respect to Qutstanding PFC Revenue Bonds) of the Maximum Annual
Debt Service Requirement on all related Senior Lien Bonds which will be Qutstanding
immediately after the issuance of the proposed Additional Bonds and secured on a parity
therewith, or

(B)  areport by an Airport Consultant to the effect that in cach Fiscal Year of
the Forecast Period the forecasted related Net Revenues (for General Revenues, without
consideration of (i) any amounts in the General Revenue Enhancement Account, or (ii)
¢ifts or grants or expenditures of such gifts or grants) are expected to equal at least 125%
(for PFC Revenue Bonds secured only by a Senior Lien on PFC Revenues, 100% or such
other pereentage which may be specified in a Supplemental Indenture with respect to
Qutstanding PFC Revenue Bonds) of the Maximum Annual Debt Service Requirement
on all Sentor Lien Bonds which will be Outstanding immediately after the issuance of the
proposed Additional Bonds and secured on a parity therewith.

The report by the Independent Certified Public Accountant that is required by (A) above
may contain pro forma adjustments to historical related Net Revenues equal to 100% of the
increased annual amount attributable to any revision in the schedule of rates, fees, and charges
for the services and facilities furnished by the Airport. tmposed prior to the date of delivery of
the proposed Additional Bonds and not fully retlected in the historical related Net Revenues
acrually received during such historical period used.

In connection with the issuance by the State of PFC Revenue Bonds secured only by a
Senior Lien on PFC Revenues, the State shall specify in the related Supplemental Indenture the
percentage applicable to the issuance of additional PFC Revenue Bonds for purposes of clauses
(A) and (B) above: provided that, cach Rating Agency with a Rating then in effect with respect
to the Airport (without regard to any Credit Facility then in effect with respect to any bonds
Outstanding) shall indicate in writing to the State that the use of such percentage for purposes of
clavses (A) and (B) above will not, by ttself, result in a reduction or withdrawal of such Rating.



Additional Scnior Lien Bonds may be issued to refund any portion or all of the
outstanding Series 1992 Bonds upon compliance with various requirements, and the bonds so
issued shall be Senior Lien Bonds secured on a parity with the Bonds, if:

(1) the State shall have obtained and delivered to the Trustec a report from an
Independent Certified Public Accountant demonstrating that the refunding will reduce the
total aggregate debt service payments on Outstanding Senior Lien Bonds secured by a
Senior Lien on General Revenues and on the Series 1992 Bonds (if any) to remain
outstanding under the Prior Indenture, including payments on related Contracts, all on a
present value basis; or

(2) as an alternative to, and in lieu of, satisfying the requirements of (1), atl
Series 1992 Bonds are being refunded under arrangements which immediately result in
making provision for the payment of such Series 1992 Bonds.

For additional information regarding the issuance of Additional Bonds under the 2001
Indenture, see Appendix D-1 - Summaries of Principal Financing Documents - Bradley
International Airport 2001 Indenture - Additional Bonds,

Airline Operating Agreements

The State is a party to mdividual Air Carrier Operating Agreements (the “Agreements”)
with seven signatory airlines, which are airlines that conduct regularly scheduled commercial
flights at the Airport, utilize the passenger terminal complex, and executed Agreements in 1982,
which expire on June 30, 2011 (the “Signatory Airlines”). Additionally, the Airport has
Agreements with other air carriers operating at the Airport (the “Air Carriers™), that have various
expiration dates. All of the rates, rents, fees and charges described below are Gross Qperating
Revenues under the 1982 Indenture and are deposited into the Revenue Fund under the 1982
Indenture.

The State imposes rates, rents, fees and charges for the use of the terminal building, the
airfield and the aircraft apron areas in four categories:

(a) Terminal Building Rental. Each Signatory Airline and Air Carrier pays
rent on a square footage basis for the space leased by them within the
terminal building. The rate per square foot is derived annually by dividing
the gross square footage space in the terminal building into the Airport
operating expenses allocated to the terminal building and then adding the
annual debt service per sguare foot associated with each area of the
terminal complex;

(b) Landing Fees. Fach Signatory Airline and Air Carrier pays a fee for
landing aircraft at the Airport. The fee is the percentage of the Airport’s
expenses plus annual debt service allocable to the airfield multiplied by a
“landing fee coefficient.” The landing fee coefficient is derived by
determining a “frequency factor”™ based on total aircraft arnvals for all
Signatory Airlines as a percentage of total aircraft arrivals for all users of
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the Airport, plus a “weight factor” based upon the gross landed weight for
all Signatory Airlines as a percentage of the total gross landed weight for
all users of the Airport. The expenses of the airtield area arc multiplicd by
the sum of 35% of the weight factor and 65% of the frequency factor to
determine each Signatory Airline’s Landing Fee. The landing fee for each
Air Carrier is set by agreement at a rate that ranges from the rate for a
Signatory Airline to 1.4 times the Signatory Airline rate;

() Baggage Claim Area Charges. Each Signatory Airline and Air Carrier
pays a baggage claim area charge. These charges are determined by
utilizing the Terminal Building rate per square foot multiplied by the total
square footage of the baggage claim area allocable to the Air Carriers as
follows: 20% of the total costs are divided equally among all users of the
baggage claim area and the remaining 80% of such costs arc allocated to
each user m proportion to the number of their enplaning passengers to the
total number of enplaning passengers for all such users: and

(d)  Apron Area Rentals. Each Signatory Airline and Air Carrier pay aircraft
apron area rentals, which are determined by dividing the total linear feet of
apron area along the termina! building into the budgeted annual operating
expenses and annual debt services of the apron area, which is then
multiplied by the actual linear feet of apron area utilized by the Signatory
Airline or Air Carrier.

Consistent with and in support of the Project being funded by the Bonds, the State is
negotiating with the Signatory Airlines to amend the Agreements to providc rates, rents, fees and
charges that will continue to provide Gross Operating Revenues under the 1982 Indenture and,
upon the payment (at maturity or earlier redemption) or defeasance of the 1992 Refunding
Bonds. are subject to the terms and conditions of the 2001 Indenture. The requisite Majority-in-
Interest of the Signatory Airlines (50% in number of the Signatory Airlines which account for
more than 50% of aggregate revenue aircraft arrival weight landed at the Airport during the
immediatcly preceding calendar year) have approved the Project. This aliows the State to charge
the Signatory Airlines the allocable costs and expenses incurred in completing the Project.

Under the amended Agreements (the “Amended Agreements”) the State expects to
continue to impose rates, rents, fees and charges in the same categories as under the current
Agreements with a change only in the computation of the Terminal Building Rentals. The State
will recompute the Terminal Building Rentals to reflect a blended rate once the new terminal
building and new concourse are beneficially occupied by one or more of the Signatory Airlines.
This blended rate will reflect the properly allocable operating expenses of the entire terminal
building, including debt service on the 1992 Refunding Bonds and the Bonds.

For additional information regarding the Agreements as they are currently in effect, see
Appendix C - Summary of Airline Operating Agreements.

25



Remedies

For a description of the events of default under the 2001 Indenture and the remedies
available to the Trustce, on behalf ot the holders of the Bonds, see Appendix D-1 - Summaries
of Principal Financing Documents, Bradley International Airport 2001 Indenture -
Defaults and Remedies.

The exercise of any remedies may require judicial actions, which are often subject to
discretion and delay and which may be difficult to pursue. The enforceability of nights or
remedies with respect to the Bonds may be limited by state and federal laws, rulings, and
decisions affecting remedies and by bankruptcy, insolvency, or other laws affecting creditors’
rights or remedies heretofore or hereafter enacted.

Under the 2001 Indenture, the Bond Insurer has certain rights to consents, notices and to
control certain procedures, including without limitation the right to control enforcement
procecdings without the consent of Bondholders foliowing an event of default under the 2001
Indenture. While the Bond Insurer has agreed to issue its Bond Insurance Policy (see “BOND
INSURANCE"), neither the Bond [nsurer nor the State make any representations that the Bond
[nsurer will exercise any or all rights availabie to the Bond Insurer, or that the Bond Insurer will
act in such a manner as to promote and protect the interests of Bondholders. See Appendix D-1
— Summaries of Principal Financing Documents, Bradley International Airport 2001
Indenture - Special Provisions Relating to the Bond Insurer.

BOND INSURANCE

The jfollowing information has been furnished by Financial Guaranty Insurance
Company (“Financial Guaranty”) for use in this Official Statement relating 1o the Bonds.
Reference is made to Appendix G for a specimen of Financial Guaranty's policy.

Concurrently with the issuance of the Bonds, Fiancial Guaranty Insurance Company
(Financial Guaranty) will issue its Municipal Bond New Issue Insurance Policy for the Bonds
{(the Policy). The Policy unconditionally guarantees the payment of that portion of the principal
of and interest on the Bonds which has become due for payment, but shall be unpaid by reason of
nonpayment by the issuer of the Bonds (the “Issuer”). Financial Guaranty will make such
payments to State Strect Bank and Trust Company, N A, or its successor as its agent (the “Fiscal
Agent”}. on the later of the date on which such principal and interest is due or on the business
day next following the day on which Financial Guaranty shall have received telephonic or
telegraphic notice, subsequently confirmed in writing, or written notice by registered or certified
mail, from an owner of Bonds or the Paying Agent of the nonpayment of such amount by the
ssuer. The Fiscal Agent will disburse such amount due on any Bond to its owner upon receipt
by the Fiscal Agent of evidence satisfactory to the Fiscal Agent of the owner's right to receive
payment of the principal and interest due for payment and evidence, including any appropriate
instruments of assignment, that all of such owner's nghts to payment of such prncipal and
interest shall be vested in Financial Guaranty. The term “nonpayment” in respect of a Bond
includes any payment of principal or interest made to an owner of a Bond which has been
recovered trom such owner pursuant to the United States Bankruptcy Code by a trustee in
bankruptcy in accordance with a final. nonappealable order of a court having competent
jurisdiction.



The Policy is non-cancellable and the premium will be fully paid at the time of delivery
of the Bonds. The Policy covers failure to pay principal of the Bonds on their respective stated
maturity dates or dates on which the same shall have been duly called for mandatory sinking
fund redemption, and not on any other date on which the Bonds may have been otherwise called
for redemption, accelerated or advanced in maturity. and covers the failure to pay an installment
of interest on the stated datc for its payment.

Generally, in connection with its mnsurance of an issuc of municipal securities, Financial
Guaranty requires, among other things, (1} that it be granted the power to exercise any rights
granted to the holders of such securities upon the occurrence of an event of default, without the
consent of such holders, and that such holders may not exercise such rights without Financial
Guaranty's consent, in each case so long as Financial Guaranty has not failed to comply with 1ts
payment obligations under its insurance policy; and (11} that any amendment or supplement to or
other modification of the principal legal documents be subject to Financial Guaranty's consent.
The specific rights, if any, granted to Financial Guaranty i connection with its msurance of the
Bonds are sct forth in the description of the principal legal documents appearing elsewhere in
this Official Statement. Reference should be made as well to such description for a discussion of
the circumstances, if any, under which the Issuer is required to provide additional or substitute
credit enhancement, and related matters.

This Official Statement contains a section regarding the ratings assigned to the Bonds and
reference should be made to such section for a discussion of such ratings and the basis for their
assignment to the Bonds. Reference should be made to the description of the State for a
discussion of the ratings, if any, assigned to such entity's outstanding panty debt that 1s not
secured by credit enhancement.

The Policy is not covered by the Property/Casualty [nsurance Security Fund specified in
Article 76 of the New York Insurance Law.

Financial Guaranty is a wholly-owned subsidiary of FGIC Corporation (the
“Corporation”), a Delaware holding company. The Corporation is a subsidiary of General
Electric Capital Corporation (“GE Capital™). Neither the Corporation nor GE Capital 1s
obligated to pay the debts of or the claims against Financial Guaranty. Financial Guaranty 15 a
monoline financial guaranty insurer domiciled in the State of New York and subject to regulation
by the State of New York Insurance Department. As of December 31, 2000, the total capital and
surplus of Financial Guaranty was approximately $1.089 billion. Financial Guaranty prepares
financial statements on the basis of both statutory accounting principles and generallyv accepted
accounting principles.  Copies of such financial statements may be obtaincd by writing to
Financial Guaranty at 115 Broadway, New York, New York 10006, Attention: Communtcations
Department (telephone number: 212-312-3000) or to the New York State Insurance Department
at 25 Beaver Street, New York, New York [0{{4-2319, Attention: Financial Condition
Property/Casualty Bureau (telephone number: 212-450-3187).
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BRADLEY INTERNATIONAL AIRPORT

For further information regarding the Airport, see the Feasibility Report attached hereto
as Appendix A. See also the rendering of the dirport in this Official Statement.

Introduction

Bradlcy International Airport is New England’s second largest airport, servicing most of
Connecticut, western Massachusetts, eastern New York, southern Vermont and western New
Hampshire. The Airport is situated on approximately 2,358 acres of land located 12 miles from
Hartford, Connecticut and 12 miles from Springfield, Massachusetts. In addition to the Hartford
and Springfield areas, the Airport 18 within one hour and fifteen minutes of driving time from
numerous other Connecticut and Massachusctts cities, including New Haven, Bridgeport,
Danbury, New London, Worcester and Pittsfield. It 1s equidistant between New York City and
Boston. The Airport serves as an alternative landing site for Concord, New Hampshire and other
flights into the Boston and New York City Airports,

In 1999, the Airport was ranked by Airports Council International-North America as the
55™ busiest airport in North America in terms of passenger volume and 36" busiest in terms of
air cargo. The Asrport’s passenger makeup consists of 50% leisure travel and 50% busincss
travel. Over 97% of the passenger activity at the Airport is trom passengers who are beginning
or ending their flight at the Airport, therefore the Airport is destgnated an Origin/Destination
Airport. Total passenger traffic at the Airport in 1999 was over 6.3 million passengers. This
represented an increase of 12% over 1998 passenger activity. The daily number of flights
averaged 465, ncluding commercial. private and military departures and arrivals. For the year
2000, 7.3 nullion passengers were served at the Airport. an increase of 15.8% above the 1999
level of 6.3 million passengers, and an increase of 30.4% above the 1998 Icvel of 5.6 million
passengers.

The Airport is served by 20 air carriers, including America West, American, Continental,
Delta, Delta Express, MetroJet. Midway, Midwest Express, Northwest, Southwest, TWA,
United, US Airways and seven regional airlines, currently providing non-stop service to and
from 38 major cities including Atlanta, Charlotte, Chicago, Columbus, Dallas, Denver, Detroit,
Houston, Las Vegas, Los Angeles, Minneapelis. Nashville, Phoenix, St. Louis. San Francisco,
San Juan, six cities in Florida. Montreal and Toronto. One-stop (no plane change) service is also
available to and from 37 additional citics including the transcontinental markets, Mexico and the
Caribbean. In addition to scheduled service, various charter airlines offer seasonal service to the
Bahamas. the Caribbean, Mexico. and other popular tourist destinations.



For the year 2000, the five top air carriers at the Airport carried 77.1% of the total
passcnger activity of 7.3 million passengers; US Airways represented 22.9%, De=lta represented
21.6%, American represented 12.4%; Southwest represented 10.5%:; and United represented
9.7%.

There are ten cargo operators at the Airport. For the year 2000, over 189,000 tons of
cargo were shipped through the Airport, a 2.1% decrease from the approximately 193,000 tons
shipped in 1999. This is a 4.2% increase over 1998 and a 48% increase over 1990. The cargo
operators are United Parcel Service, Federal Express, Airborne Express, Bax Global, DHL,
Emery, Express One, Kitty Hawk, Tradewinds and Airnet. Currently there are 16 daily flights by
these cargo operators. On-Airport air cargo warehouse space totals 446.000 square feet.

Air Service Area

Heepates - M.&_sacmwr"r'r-e( ﬂ’ 2
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The Airport is located between lartford, Connecticut and Springfield, Massachusetts and
adjacent to Interstate 91. Airport passenger surveys from previous studies performed by the
Atrport Consultant indicate that the Airport air service area is centered on Harttord County, the
ground trave) origin of 44% of enplaned air carrier passengers. Beyond Hartford County, the
larger air service area is defined by most of the State of Connecticut as well as southwestern
Massachusetts.

Survey findings show roughly 89% of passengers cnplaning at the Airport originated in
an area compristng the entire State of Connecticut minus Fairfield County, plus the two
Massachusetts counties of Hampden and Hampshire. For the purposes of forecasting activity at
the Aimort, this area is defined as the Airport’s Air Service Area. Other than Massachusetts,
out-of-state passengers come from e¢astern New York, southern Vermont and western New
Hampshire, These non-Massachusetls out-of-state passengers make up only a small proportion
of total passenger volume, accounting for just over 1% of enplanements.

The existing Air Service Arca may cxpand with the recent introduction of low fare
service by Southwest Airlines. The service area could expand to include Fairfield County, and
the Interstate 84 corridor deeper into eastern New York State. Service area expansion into
further outlying regions may also occur depending on the route structures and fares available at
the airports serving such regions. However, the existing service by Southwest at Providence,
Rhode Island and Manchester, New Hampshire, and its recently initiated service at Albany, New
York, may preclude service arca expansion in those directions.

[t should also be noted that the Southwest strategy of low fare service has tended to
decpen airport service areas (i.€., increase the number of passengers from an area)} more than
expand the service area geographically. This deepening occurs through the attraction of
passengers from alternate modes of transportation and the attraction of passengers that would not
have traveled in the absence of the low tare service.

The Economy, Population, Income and Employment

The State 1s a highly developed and urbanized state. 1t 1s situated directly between the
tinancial centers of Boston and New York. The State is Jocated on the northeast coast and is the
southernmost of the New England States. [t is bordered by Long Island Sound, New York,
Massachusetts and Rhode [sland. More than one-quarter of the total population of the United
States and approximately 60% of the Canadian population live within 500 miles of the State.
The State’s population grew at a rate which excecded the United States’ rate of population
growth during the period 1940 10 1970, and slowed substantially during later decades. The State
has extensive transportation and utility services to support its economy,

The State’s economic performance is measured by personal income which has been and
is expected to remain among the highest in the nation: gross state product (the market value of al
final goods and services produced by labor and property located within the State) which
demonstrated stronger output growth than the nation in general during the 1980s, slower growth
for a few years in the carly 1990s, and steadily increasing growth during the rest of the 1990s;
employment which fell during the early 1990s but rose steadily during the rest of the decade to
the levels achieved in the iate 1980s; and the unemployment rate, which is the lowest in a decade
and lower than the regional and national ratc.
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The financial operations of the Airport are impacted by population, income and
employment trends. The United States Bureau of the Census estimated the population of the
State to be 3,274,000 persons in 1998, The air service area was somewhat lower at 3,025,000
people. In 1998 approximately 2,800,000 total enplancments were recorded at the Airport.
Inceme in the air service area is also largely determined by trends in the State. The United States
Burcau of the Census estimate for 1998 placed the State first among the 50 states in terms of per
capita personal income at $37,600, 11% higher than New lersey, the second ranking state, and a
full 42% above the national average. The unemployment rate in the State, at 3.5% in early 1999,
was well below the national rate of 4.7%, and employment growth in 1998 was nearly equal to
40,000 jobs, or 2.2% actual growth from 1997. A reason for favorable prospects tor the arca is
the high skill level of the workforce. The State of Connecticut ranks third and Massachusetts
first, in the proportion of state populations that have obtained college degrees.

Current Facilities

The Atrport currently consists of two passenger terminals, three concourses and an
international arrivals building, with 24 passenger gates. Pleasc refer to the fold out Bradley
International Airport — Layout Plan for an overview of the existing facility and reference
numbers.

The Terminal Buildings. Terminal A, Terminal B (also known as the Murphy
Terminal), and an International Arrivals Building (“IAB”} within Terminal B are shown on the
Layout Plan as reference numbers 1 and 2. Interior walkways, covening more than 1,600 linear
feet, connect the three buildings.

Approaching from the southeast on the existing roadway network, the first building
encountered is Terminal A, Terminal A is the newest of the three terminals. Dedicated in May
1986, Terminal A is a two level facility containing three primary functional elements: passenger
processing and service, baggage handling and processing, and aircraft servicing. Its design
reflects a simple single pier concept; in this case a single passenger concourse loading passengers
from both sides {designatcd as Concourse C). US Airways, Continental Airlincs, and United
Airlines are the major carriers occupying Terminal A. The upper (second level) of Terminal A
contains the main clements required for processing departing passcngers: access from the upper
level roadway, including provision for curbside check-in conveyors; airline ticket counters and
support offices: a main lobby with passenger services; airport concessions; and security facilities
at the entrance to the concourse. Concourse C 13 capable of supporting ten aircraft parking
positions, accessed from the concourse by passenger loading bridges. The lower level of the
terminal contains inbound baggage claim, baggage service offices and the ground transportation
office. Between Terminal A and the IAB is an existing Sheraton Hotel that connects through
non-sccure waikways to the lobbies of the three terminals.

The IAB is the second facility encountered on the roadway. It is presently being used by
Southwest Airlines and Continental Airlines,  Southwest Airlines also lcases space in the
Murphy Terminal. The IAB represents a linear concept. housing both terminal and concourse
clements in a single structure. The concourse is single loaded. The [AB contains two upper
level holdrooms, onc histoncally dedicated to international flights, and an upper level
customs:baggage claim arca. The lower level includes other immigration processing service
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facilities and Federal Inspection Station (“I'IS”) offices, as well as a second baggage claim area.
The [AB has also accommodated small commuter airlines and the charter airlines. It also
functions as a connector linking Terminals A and B.

The last of the three buildings is Terminal B (Murphy Terminal). Dedicated in 1951, it is
the oldest continucusly n-use airport passenger terminal in the United States today. Originally
built as a single level terminal reflecting a smmple linear concept, 1t has been added to and
expanded over the years with the addition of two piers, Concourses A and B, and three additional
floors. It is now a multi-level facility with departures and arrivals separated on the second and
first floors, respectively.  Airpert administration occupies the third floor, and the main
mechanical and electrical rooms are in a basement level. The terminal supports both apron level
and concourse level holdrooms.

American, Delta, Northwest, TWA, Midway/Midwest, Shuitle America and Air Canada
operate from the Murphy Terminal. The Murphy Terminal has reached its maximum passenger
capacity level due to increased aircraft passenger loads. The limitations of the original designs,
for a smaller facility, have resulted in spatial conflicts and passenger congestion in almost all
public areas of the building. Addinonally, the mechanical systems are antiquated and ad hoc,
with two of its three boilers dating from 1951 and second floor air conditioning provided by
window units.

Runways and Taxiways. The Airport has three runways and 17 taxiways. Runway 6-24
is the main precision instrument approach runway utilized at the Airport. It has a length of 9,501
feet, a width of 200 feet and is criented in a northeast — southwest configuration. The runway
has the capacity to accommodate all types of commercial atrcraft flown by the major airlines. Its
last major reconstruction was completed i 1990, Runway 13-33 is the crosswind-utility
instrument approach runway. It has a usable length of 6,846 feet, width of 150 feet and is
oriented in a northwest — southeast configuration. The runway has the capacity to handle most
types of commercial aircraft flown by the major airlines, with the exclusion of larger long-range
models. i.e. Boeing 747s and 767s. Its last major reconstruction was completed in 1991. Runway
1-19 is a utility runway with a usable length of 3,246, a width of 100 feet and is oriented in a
north-south configuration. This runway has the capacity to handle smaller corporate jets as well
as commuter aircraft. The Airport's Capital Improvement Program includes reconstruction of
Runway 6-24 in fiscal year 2008 and Runway 15-33 in fiscal year 2011. Both projects are
programmed for future Airport [mprovement Program (AIP) funding coupled with AIP
Discretionary Funds and/or additional future PFC funds.

Parking Facilities. There arc nine on-Airport surface parking facilities shown in red on
the Airport Layout Plan. These facilities provide 780 short-term parking spaces, 3,536 long-term
parking spaces and 830 employee parking spaces. The Parking Garage 1s currently under
construction at the Airport (reference number 4). The Parking Garage will contain
approximately 3,450 parking spaces on five levels and will be located immediately across from
the existing roadway in front of the Airpont terminal complex. Overhead walkways will connect
the Parking Garage and the terminal complex. Upon completion, the Parking Garage is expected
to initially provide approximately 1.080 short-term spaces and 2,370 long-term spaces, although
the design of the Parking Garage will allow that allocation to be adjusted to service parking
demand. The Parking Lease requires that the Parking Garage be substantially complete by May,
2002.

L
[-J



The Airport is also served by eight off-Airport parking facilities which provide over
14,000 long-term parking spaces for Airport uscrs. Each of these facilities provides shuttle
service to and from the Airport’s passenger terminals.

Other Facilities. The Airport recently compieted the construction of a three station
deicing facility at the end of Runway 6-24 (reference number 28 on the Layout Plan).  This will
provide for the deicing of aircraft just prior to their takeoff. The facility 15 mtegrated into the
Airport’s new glycol recovery and treatment system.

There are two fire stations located on the Airport (reference numbers 9 and 20 on the
Layout Plan}; a general airport maintenance facility (reference number 10). and a new FAA air
traffic control tower (reference number 22).

There is a full service, eight story Sheraton Hotel at the Airport, located within Terminal
A (reference number 5). The hotel was constructed in 1986 and has 237 guestrooms, an
underground 261-space parking garage, conference/meeting facilities and a full service
restaurant, The hotel’s eccupancy levels have averaged around 80%, with midweek (Tuesday
through Thursday) occupancy at or near 100% and weckend oceupancy around 70%.

Selected Financial Information
The following revenues and expenses for the five years ending June 30, 1996 - 2000,

reflect the figures as presented in the Airport’s audited financial statements which are prepared
on the accrual basis of accounting.
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BRADLEY INTERNATIONAL AIRPORT

STATEMENT OF OPERATIONS

OPERATING REVENUES

AIRLINE REVENUE
Terminal buikding — Airline
Passenger terminal apron
Baggage ctaim rent
Landing fees

Ramp Parking

Sub Total

NON AIRLINE REVENUE
Rental cars

Terminal building - Non Airline
Restaurants

Hatel concessions

Other concessions

Fixed base operations
Land and buiiding rentals
Auto parking

Qther operating revenue
Sub Total

TOTAL OPERATING REVENUES

PERSONAL SERVICES
Salaries and wages
Overtime

Shift differential

Other pay

Fringe benefits

Indirect cost allccation
Qther personal services
Sub Total

OTHER EXPENSES
Contractual services
Commaodities
LHilities

Other

Sub Total

TOTAL OPERATING EXPENSES
INCOME FROM OPERATIONS

NON-OPERATING REVENUES (EXPENSES)
Gain fram litigatien
Investment income
Amortization of discount (premium) on
invesiments
Depraciaticn
Amortization:
Deferred ptanning and studies costs
Deferred bond issuvance costs
Deferred lease costs
Bad debt (expense) recovery
Revenue bond interest expense
Subordinated refunding bond interest expense
[Loss) gain on disposal of equipment
Loss on sale of investment
Total net non-operating expense

NET INCOME (LOSS) BEFORE PFC REVENUE
PASSENGER FACILITY CHARGE REVENUE
NET INCOME

PASSENGER ENPLANEMENTS

Ear the Year ended June 30,

2000 1599 1998 1997 1996
$ 4127718 § 3,950,285 § 3,752,223 § 3,878,266 $ 4,149,135
1,936,625 1,576,880 1,974,486 1,588,346 1,476,658
948,198 881,579 864,474 879,963 897,652
7,895,650 6,424,882 7,063,794 6,439,810 6,159,240
211,167 271,625 31,728 264,266 259,112
$ 15119358 § 13,118,251 § 14586,705 $ 13,050,651 § 12,941,797
$  6790,804 § 5663030 5 49731 § 4511,155 § 4,114,640
89,407 189,270 183,804 181,783 181,980
2,599,846 2,313,132 2,265,588 2,228,651 2,231,491
453,772 406,017 400,538 400,000 400,000
2,918,834 2,453,051 2,192,443 2,171,674 2,086,609
668,475 650,539 614,331 397,678 659,715
2,152,759 1,990,143 1,942,985 1,907,371 1,867,444
10,028,716 9,073,162 7,974,156 7,408,538 6,897,191
484,220 505,403 512,326 473,542 438,598
$ 26,187,833 § 23,244647 $ 21059272 $ 19,680,392 $ 18,877,668
$ 41,307,191 § 36,358,898 $ 35645077 § 32,731,043 § 31,819,465
$ 6057824 § 5808852 $ 5255917 § 5218271 § 4,798,232
631,179 757,854 674,452 589,046 1,008,288
25,493 26,669 26,660 26,590 25,626
121,802 126,341 126,880 114,935 117,494
2,853,851 2,552,628 2,319,653 2,257,156 2,388,935
302,891 290,442 262,793 260,914 239,891
91,360 151,600 171,301 125,883 115,442
$ 10,084,401 § 9,714,386 %  8.837,746 § 8,592,795 3% 8,693,908
$ 9101443 $ 8999508 % 7871806 § 8405724 § 8,803,998
746,210 632,689 852,369 623,404 815,232
1,828,913 1,849,479 1,982,458 2,055,002 2,069,999
54,240 46,420 50,891 68,743 192,350
$ 11,730,806 $ 11,528,096 § 10,557,524 § 11,152,873 & 11,881,579
$ 21815207 § 21,242,482 §  19,395270 § 19,745,668 §  20,575.487
$ 194901,084 § 15116416 § 16250707 § 12085375 5 11,243,978
$ N -8 658,819 § -8 -
1,559,686 2,977,617 1,413,468 3,156,390 1,053,373
. . 9 {3,625) {3,625)
{8.487.629) (B,151,583) (7,935,717) (7.667.542) (1.474,407)
{183,719} {211,048) {115,889) {(108,832) {115,192)
{116,382} {126,633) {137,423) {149,032} {161,822}
(75,730 {75,730 {75,730} (56,797) .
(26,651) {10,231) (44,544) {21,707} {17,328)
(5,728,354} (5,968,680) (6,191,162) (6,397,463} (6,588,408}
{289,301} {300,631) {311,087) {321,048) {330,097}
62,650 {1,321) . 10,912 .
- - . (18,657} -
$ {11,265,430) § (11,868,230} $ (1D,739,256) §$ (11.577,801) $ (11.637,506)
$ 8206554 % 3248176 $ 5511451 § 1,407,974 §  {393,528)
$ 10985445 $  B,808,917 § 5,758,482 § 2,939,398 $ 3,461,899
5 18191933 S __12086293 & 12269933 £ 4,347,372 % 3,008,371
3,476,803 2,968,257 2,727,407 2,665,376 2,657,393
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The Operating Revenucs can be categorized as Airline Revenues and Non-Airline
Revenues. Airlines Revenues are compnsed of terminal building rent, baggage area charges,
apron area rental, landing fees and ramp parking. Airline Revenues accounted for 37%, 36% and
41% of the Airport’s revenues for the fiscal years ended June 30, 2000, 1999 and 1998,
respectively.  Non-Airline Revenues are those revenues generated from concessions such as
rental cars, restaurants, the hotel, fixed base operations, land and building rentals, auto parking
lots and other miscellaneous Operating Revenue activities.

Airline Revenues have increased 17% during the five-year period ending June 30, 2000.
The increased revenucs in the fiscal year ended June 30, 1998 were due to increased rates which
reflected the impact of a significant prior year adjustment/surcharge of $1.4 million due to the
severity of the winter season experienced in the fiscal year ended June 30, 1996, and an
increased level of security mandated by the FAA during the fiscal year. Airline Revenues for the
fiscal year ended June 30, 2000 were higher due to an increase in the rates as well as increased
airline presence and activity.

Non-Airline Revenues are paid to the Airport in accordance with the terms and
conditions of the applicable lease agreements. During the five-year period ending June 30, 2000,
Non-Airline Revenues have increased 38.7%.

Rental car and auto parking revenues have grown steadily over the last five years as a
result of the increased activity at the Airport. Rate increases for parking at the Airport have also
contributed to the increased revenues. Short-term rates were increased in May, 1996 and
September, 1999 and long-term parking rates were increased in September, 1999,

Restaurant revenues include the commissions on food and beverage sold at the Airport as
well as the in-flight caterers. The significant increase for the fiscal year ended June 30, 2000,
was due to a higher annual minimum guarantee to be paid by the food/beverage concessionaire.
Effective January t, 2000, the monthly minimum increased by 20%, or $42,000. The annual
minimums will increase by less than 1% through the balance of the concessions agrcement,
which expire on March 31, 2004,

Other concessions comprise a myriad of concession activities, such as advertising, gift
shop, candy shop, off-airport valet parking, ground transportation fees, ground handling (aircraft)
services, shoeshine, luggage carts, banking, tnsurance, etc. The gift shop, the off-airport valet
parking and the advertising concessions have shown significant growth since the fiscal year
cnded June 30, 1998 due pnmarily to increased activity at the Airport,

As discussed in “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS -
Revenues,” the State has entered into the Parking Lease. Phase One of the Parking Garage,
consisting of approximately 1,700 parking spaces, is anticipated to open on May 1, 2001, and
Phase Two of the Parking Garage, consisting of the remaining parking spaces, is anticipated to
open in December, 2001. The Parking Operator is responsible for all of the surface and garage
parking operating expenses, debt service on the Parking Garage Revenue Bonds, and capital
improvements over the 25 year term of the Parking lease. The Parking Lease requires that the
State Minimum Guarantee Payment be paid by the Parking Operator to the State on a monthly
basis. The annual State Minimum Guarantee Payment ranges from approximately $8.2 million
in the first full year of the Parking Lease to approximately $13.2 million in the last full year of
the Parking Lease. The State Minimum Guarantce Payment 1s guaranteed by APCOA/Standard
Parking, Inc. Additional payments to the Airport and the Parking Operator, at the end of each
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Parking Lease year and after Airport acceptance of the annual independent audit of parking
revenues and expenses, are as follows: {1) the first $1 million of surplus moneys are paid to the
Parking Operator; (ii) the next 52 million 1s split 50/50 between the Airport and the Parking
Operator; and (1i1) any remaining surplus balance 1s distributed 85% to the Airport and 15% to
the Parking Operator. The State Mimmum Guarantee Payment for the Airport’s fiscal ycar
ending June 30, 2001 is $8.2 nmullion and is the amount budgeted for that fiscal year.

The Airport's Operating Expenses have increased by 6% during the five-vear period
ended June 30, 2000. Personal services reflects the costs associated with the 122 authorized
State positions at the Airport. Wage increases are governed by various collective bargaining
agreements and include cost of living and annual salary increases. The fringe benefit costs are
developed using rates that have been developed by the State of Connecticut, Comptroller’s
Office. The fringe benefits are broken down into two categories: hazardous duty and non-
hazardous duty positions.  For the fiscal years ended June 30, 1998, 1999 and 2000, thc
percentages have ranged from 36° to 43% of covered payroll for hazardous duty and 35% to
42% of covered payroll for non-hazardous duty. The amount of overtime generally increases
depending on the severity of the winter season. Regular overtime s managed carefully with
vacancies responsible for the majority of the overtime incurred.  Personal Services for the fiscal
year ending June 30, 2001 1s budgeted at S11.178.323, or 10% above the prior year’s budgeted
amount. Budgets are based on full staffing with salaries reflecting cellective bargaining
increases.

Contractual services covers numerous types of services, including payments to State
Police Troop W (the security services at the Airport), payments in lieu of taxes made to
surrounding municipalities (“PILOT Payments™). and all other contracted services required at the
Airport including janitorial. window and carpet cleaning, glycol recovery, rental of snow
equipment, insurance, marketing consultants, advertising and air service, taxi cab starters, and
trash pickup. Contractual services for the fiscal year ended June 30, 2000 totaled $9.1 million
with $3.9 million (43%) for Troop W services, $2 million {22%) for PILOT Payments and $3.2
million (35%) on all other contractual services.  Contractual services for the fiscal year ending
June 30, 2001 are budgeted at $10.7 million, an 18% increase over the pror fiscal year. Twenty-
one percent (21%) of the increase is attributable to the Troop W services, 22% 1s attributable to
contractual increases for building and grounds expenses and 57% is attributable to increased
emphasis on marketing and planning etforts.

Two arcas of operating expenses which will cause slight increases in the Airport’s
expenses for the fiscal year ending June 30, 2001, and more significant mereases in the years
ahead, involve glycol recovery processing and janitorial services.

A new Glycol Collection Facility has been constructed. This system has established three
new aircraft deicing positions and has converted the drainage of the existing remote deicing
facility into a central collection system. The system’s new capture rate is estimated to be from
10 to 20 million gallons per winter scason. compared to the previous highest capture rate,
through the use of vacuum/scrubbers, of 850.000 gatlons. The associated stormwater processing
system, in addition to reducing deicing fluid concentrations to allowable levels for discharge into
the sanitary sewer system, will also provide for the recovery of deicing fluid for possible resale.
Glycol processing expense for the fiscal year ended June 30, 2000 was $126,000. For the next
fiscal year, $175,000 was budgeted. However, with the new collection system operational for
half of the 2000-2001 winter season. treatnient costs are estimated at $316,000 which, when
offset by credits from the sale of the deicing agent, will reduce the anticipated net cxpense to



$250,000. For the fiscal year ending June 30, 2002, the processing costs will increase as system
maintenance and overhaul costs will be added, bringing the net estimated expense to $500,000
annually.

Another area that will likely increase in cost 15 janitorial services. The current janitorial
contract expires on February 28, 2002, However, Airport management is evalvating the
necessity of canceling the contract prior to its stated expiration date due to performance
problems. If these performance issues cannot be resolved and the contract is terminated, a new
contract will be subject to a State law that requires a level of compensation to the janitorial
employees that is higher than what 1s in effect under the existing contract. Airport management
is also considering changing to a performance-based contract. If these changes are implemented,
janitorial costs may increase by 50% to 100% over the current levels. The budget for janitorial
services for the fiscal year ending June 30, 2001 is $1 million, With the proposed changes,
annual janitorial services could increase by $500,000 to $1 million.
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MASTER PLAN

The Atrport Master Plan presented befow was prepared tn 1993 by Thompson
Consultants International in association with Maguire Group Connecticut, Inc. That plan, which
is currently being updated by Parsons, Brinckerhoffer, Quade & Douglas, Inc., provides for the
staged development of additional terminal capacity, incremental upgrading of on-airport parking,
construction of a remote deicing area and additional operational improvements to the Airport.
With completion of the construction of the Parking Garage, there will be over 8,000 on-airport
parking spaces. The remote deicing area has been constructed. A new firestation and a new
FAA control tower were constructed on the north side of the Airport. The Airport crash, rescue,
and maintenance equipment have been upgraded. The Project ts the initial phase of the terminal
expansion Program.
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THE PROJECT

The proposed Terminal Improvement Project (the “Project”) includes constrnicting a new
terminal and 12-gate concourse, constructing and renovating the aircraft apron areas, renovating
the existing Terminal A, Concourse C and IAB, renovating a portion of existing Terminal B
(also known as the Murphy Terminal) and its attached Concourse B, constructing a new federal
mspection building, making roadway improvements, demolishing the old maintenance building
and purchasing and installing new jet bridges, baggage belts and other airline equipment. The
Project is estimated to cost approximately $201.8 million.

The new Terminal Expansion (“New Terminal”) and 12-gate New Concourse (“East
Concourse”) will be constructed immediately adjacent to the east side of Terminal A and
Concourse C, which were opened in May, 1986, This will create a unified terminal complex
with 23 gates to be used by US Airways, Delta, Amenican, United, Continental and Northwest
Airlings, Approximately 75% of passenger traffic will use this vnified complex. Terminal A
and Concourse C will be renovated to blend architecturally with the new facility.

The interior of the unified terminal complex will consist of new ticket counters and
airline offices. Where required, new inbound and outbound baggage claim devices will be
installed in Terminal A and the New Terminal, and new passenger waiting areas will be added to
Concourse C. Public restrooms, airline club space and other amenities will be provided. The
New Terminal and renovated Terminal A will include a new centralized security checkpoint
serving both concourses. New signage, security system and a multiple use flight information
display system (MUFIDS) will be provided. Exterior improvements will included new signage,
curbside baggage check-in positions, exterior lighting, apron lighting, new passenger loading
bridges including fixed ground power systems and pre-conditioned air systems.

A mall-like concession area will be included in the New Terminal. This will include a
food court and news, gifts, clothing, vanety, and specialty vendor concessions. A professional
airport management firm 1s proposed to run the retail operation in order to maximize Airport
revenues, passenger convenience and customer satisfaction.

The existing Murphy Terminal will remain, but only Concourse B adjacent to the IAB
and a small section of the east end of Murphy Terminal will remain open. The gates remaining
open in Concourse B will be occupied by the regional air carriers, America West and TWA.
Renovations to the floors and walls will be undertaken and a new elevator and escalator installed.
The IAB will continue to be occupied by Southwest Airlines. The floors and walls of the public
corridor area of the [AB will be cosmetically upgraded.

The aircraft apron will be reconstructed and an at-gate deicing fluid runoff colfection
system will be installed around the new concourse and Concourse C.

The existing FIS in the IAB will be relocated to a new two-gate, 25,000 square foot
facility to the south of existing Concourse A. Future development plans will incorporate this
building into a new concourse proposed for this area of the Airport. (See “MASTER PLAN™)
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The Airport access roadway system will be reconstructed to accommodate the New
Terminal, including extending the existing upper level viaduct to the east, adding an additional
traffic lane on the lower level and installing new signage. Canopies will be installed above the
arrival roadway to connect with the two pedestrian bridges from the new approximately 3,450
space parking garage, which is currently under construction adjacent to the new unified terminal
complex.

When completed, a total of 34 aircraft gates will be available at the Airport including 12
at the new East Concourse, 11 at Concourse C, four at the IAB, five at Concourse B, and two
international gates at the new FIS facility.

Management Discussion of Project Design and Construction Approach

Under the superviston of DOT, Project design was undertaken by the consulting
engineering firm of HNTB Incorporated {the “Designer”), a national airport consulting firm,
DOT has retained the services of O&G Industries, Inc., of Torrington, Conneccticut (the
“Construction Manager”), as the construction manager for the Project.

The Designer, working with the Construction Manager, separated the overall design
package into eleven separate projects to allow construction to start early on the inital elements,
while the building design was being fully completed on later elements. The Designer and the
Construction Manager then developed staging and phasing plans to minimize inconveniences to
the traveling public and allow the Airport to operate to the fullest extent possible during
construction. Airline moves have been limited to once for each airline and construction impacts
will be minimal due to the use of the existing facilities during construction. The Construction
Manager, with input from DOT and the Designer, developed a critical path schedule for the
Project. DOT and the Designer will use this schedule to monitor progress to keep the Project on
schedule.

Construction of the New Termunal and East Concourse began in May 2000. The outer
building materials and the glass enclosures will then be installed to enclose the new buildings.
The East Concourse interior work will be completed to a point where US Airways can relocate
its passenger gate operations from Concourse C to the East Concourse in the summer of 2002,
The contractor will then construct the new passenger watting space at the end of Concourse C
and the concrete apron will be constructed in thts vacated ramp area. Delta and US Airways will
relocate their full operations to the New Terminal and East Concourse by the end of 2002, Once
work has been completed on the new holdroom space, United Airlines will relocate within
Concourse C to its new gates, Continental will also relocate to a new gate and the work within
Concourse C will then be completed. Once US Airways rclocates to the New Terminal, work for
the renovations to Terminal A will begin. Upon completion of the New Terminal and East
Concourse, American Airlines and Northwest Airlines will relocate to their new locations by the
fall of 2003. Work will then begin on Terminal B/Concourse B. The new elevator and escalator
will be installed in Terminal B and the remaining renovations to Terminal B, Concourse B and
the IAB corridor will be completed in December 2003,
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The concrete apron project will begin in April 2001 and will be constructed in various
phases so that the construction does not interfere with the airline ramp operations. It will be fully
completed in the summer of 2003. This project includes the installation of a glycol collection
system around the East Concourse and Concourse C.

The roadway project began in October 2000 and will be completed in November 2002,
The contract requires that one lane of traffic for the upper and lower roadways must be retained
at all times.

Project Cost Estimate

As noted above, the Project is estimated to cost approximately $201.8 million. This cost
includes design, engineering, construction, construction contingency, construction management
and other services. Construction began in calendar year 2000 and will be completed in 2003,
with most of the construction costs occurring in 2001 and 2002. The Project cost estimate has
been itemized into the primary components as shown below.,

In developing the Project costs and financing, all of the needs at the Airport were
reviewed and a financial plan was developed utilizing existing and anticipated Airport
Improvement Program (AIP) funding and projected General Airport Revenues to address all
anticipated Airport needs throughout the Project financing period. The Airport met with
representatives of the FAA to determine the ehigibility for PFC financing for the Project. To
minimize financing costs, the Airport obtained $8,655.840 in Federal Highway Administration
(FHHWA) funding for the roadway tmprovements and ¢stablished a multi-ycar AIP project to
provide 511,198,265 for the required apron work. In addition, the Airport has committed
$7.128.300 1n avatlable cash to the Project, leaving §174,773.431. or 86.6%, of the Project cost
to be financed from the Bond proceeds. The table below summarizes the financing for the
Project.
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Sources of Project Funding

Item

Terminal lmprovements
Apron Improvements
Roadway Improvements
Jet Bridges

FIS Facility

Other

TOTAL

Less:

Costs Paid From Cash or

Orther Sources

Project Costs From
Bond Proceeds

Total Cost

$130.239.081

26,730,150

13,298,403

10.890.000

6.300.000

4,048,200

General
Airport
Revenues

$66.001.422

2337823

-1

1.255.849
495000
6.500,000

4,048,300

$201,7535. 836

26,952 405

§174,773,43]

$80.638.294

7,128.300
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$73,509,994

i
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PFC Revenues

£74.237.659
13.244.062
3.386.716

10.395.000

$101.263.437

$101.263.437

Airport

Improvement

Funds

S11.198.265

$11.198.265

i1.198.265

— et

Federal
Highway
Funds

$8.655.840

58.655.840

e
o
wn
wh
o
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The estimated costs of, and the projected schedule for, the Project are subject to a number
of uncertamties. The abilny of the State to complete the Project may be adversely affected by
{1) errors In certain projections and estimates, (i) design and
engimeering errors, (111) changes to the scope of the Project. (1v) delays in contract awards, (v)
material and’or labor shortages, (vi) unforescen site conditions. (vii} adverse weather conditions.
(viii) contractor defaults. (ix) labor disputes. (x) unanticipated levels of inflation and (xi)

various factors including:

environmental 1ssues.

Any schedule delays or cost increases could result in the need to issue
Additional Bonds and may result in increased costs per enplaned passenger to the airlines.



PLAN OF FINANCE
General

The sources of funds for the Project includes $26,982,405 available through Airport
[mprovement Program Grants, Federal Highway Administration Grants, and Airport funds, and
$174.773,43] of Series 2001 A Bond proceeds secured by a pledge of General Airport Revenues
(“GAR"y and PFCs.

AIP Grants

The Airport 1s eligible for and receives entitlement grants through the federal Airport
[mprovement Program (“AIP™) administered by the FAA. Based on past and anticipated funding
levels, and the status of the Airport’s grant spending, $11,198,265 in AIP entitlement grants are
being dedicated to the portion of the Project representing apron construction at the new
concourse. This includes $&8.5 million in avatlable federal fiscal year 2001 and prior year funds,
and $2.698.265 in available federal fiscal year 2002 funds. The remaining costs of the apron
projects will be financed through bond proceeds.

FHWA Grants

The components of the Project representing reconstruction and extension of the Airport
access roadway system are eligible for grant funding by the Federal Highway Administration.
The State has executed a Federal Aid Agreement providing $8,655,840 for the roadway projects,
The remarming cost of the roadway projects will be financed through bond proceeds.

Airport Funds

The 1982 General Airport Fund will provide $7.128,300 in available cash to finance the
cost of the design and construction of the FIS Building ($6.5 million) and the construction of the
commercial vehicle lot (8628,300).

Bond Proceeds

The remaining $174,773,431 of the Project costs will be bond financed. This includes
the termunal building and concourse expansion and renovation totaling $140,239.081,
S15.581.885 of apron and $4,642.565 of roadway project costs remaining after allocation of
grants as discussed above, acquisition and installation of jet bridges totaling $10,8%0,000, and
construction management. public relations services and other costs totaling $3,419.900. A single
30-year bond 1ssue has been structured in support of the Project’s financing requircments, backed
by a pledge of GAR and PFCs. In structuring the financing plan, the State has sought to
maximize the use and leveraging of PFCs at the $4.50 level based on applicable Project
cligibility criteria, and to support the remainder of the Project through its GAR. The financing
plan provides annual debt service based on a 30-year GAR bond. For administrative and
payment purposes the bond will be treated as a 30-year PFC bond. wrapped around a 20-year
GAR component. The administrative GAR component has been divided intoe a portion
chargeable to the airlines, through rates and charges. and a portion that will be repaid through
Airport non-airline revenues. This configuration maximizes the use of eligible PFC revenue,
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fairly charges the airlines for the benetits they receive, and minimizes the GAR debt service
requirements.

PFC Program

The United States Congress enacted the Aviation Safety and Capacity Expansion Act of
1990, as amended from time to time (the “PFC Act™) in 1990. The PFC Act allows a public
agency, such as the State. which controls a commercial service airport to charge each paying
passenger enplaning at the atrport (subject to limited exceptions) a passenger facility charge of
$1.00, $2.00. $3.00, 4.00 or $4.50 (the “PFC™). The purpose of the PFC Act is to provide
additional capital funding for the expanston of the national airport system. The proceeds from
PFCs are to be used to finance eligible airport-related projects that preserve or enhance safety.
capacity or security of the national air transportation system: reduce noise from an airport that is
part of such system: or furnish opportunities for enhanced competition between or among air
carriers. Before imposing and using PFCs, a public agency must apply to the Federal Aviation
Administration (“FAA™) for approval. PFCs are coliected on behalf of airports by air carriers
and their agents (the “Collecting Carricrs™).

Certain passengers arc not subject to collection of a PFC by Collecting Carriers. PFCs
may not be collected from a passenger enplaning at an airport if the passenger did not pay for the
ticket (including tickets obtained with frequent flyer coupons). A PFC may be collected from a
passenger (1) on a one-way trip only for the first two airports on the air travel itinerary where
PFCs are imposed and (i) on a roundtrip only for the first two and last two airports where PFCs
are imposed. No PFC may bc imposed on any passenger on any flight (1) to a point receiving
cssential air service compensatien. (11) to an airport receiving scheduled passenger service and
having fewer than 2,500 passenger boardings each year, or (1) to a community that has a
population of less than [0.000 and is not connected by a land highway or vehicular way to the
land-connected national highway system within a state.

The public agency may request exemption from the requirement to collect PFCs for a
class of air camriers if the number of passengers cnplaned by the air carriers in the class
constitutes no more than 1% of the total enplaned passengers annually at the airport at which the
PFC is imposed. An exemption from the requirement to collect PFCs for “on-demand air taxi
commerciat operators™ (ATCO) was requested by the State on the basis that (i) the number of
enplaned passengers within this class 1s well below the 1% of total annual enplaned passengers at
the Airport and (11} the minimal PFC revenues to be collected from the excluded class does not
justify the administrative burden which would be imposed on the air carriers and the Airport in
collecting and accounting for the revenues.

The duration of a public agency’s authority to impose PFCs 1s governed by the
regulations issucd under the PFC Act (the “PFC Regulations™). The duration of autherity to
impose a PFC after project implementation extends until (i) the charge expiration date s reached,
{11} PFCs collected and interest thercon cquals the allowable cost of the approved project, (iii) the
FAA terminates the authority to collect PFCy if 1t determines that the PFCs are not being used
for the approved project in accordance with the terms of the PFC Act, the PFC Regulations and
the FAA approval (which approved project includes debt service or costs attributable to an
approved project). or (iv) the FAA dctermines that the public agency is violating noise and
access requirements under the Airport Notse and Capacity Act of 1990. as amended (the “Noise
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Act™). The PFC Regulations define “project implementation,™ with respect to construction, as
the tssuance to a contractor of a notice to proceed or the start of physical construction. A Notice
to Proceed, directing the contractor to begin work on the Project, was 1ssued by the State on May
16, 2000.

A PFC may be amended by a public agency without consultation or approval by the FAA
to decrcase the level of PFC collected, decrease the total PFC revenue, or increase the total
approved PFC revenue by 15% or less, provided that the air carriers and the FAA are notified in
writing. A PFC amendment that increases the dollar amount of the PFC, increases the total
approved PFC revenue by more than 15%, materially alters the scope of the approved project, or
changes or establishes a new class of air carrier for exemption, requires FAA notification
showing consultation with and agreement or disagreement by the air carmers, justification for the
amendment, and other information as required by the FAA. In this case, if no air carrier ccrtifies
its objection, the amendment may be instituted unless, within 30 days after notification, the FAA
notifies otherwise. If an air carrier certifies its disagreement with the proposed amendment, the
public agency must request approval from the FAA. Such request must, in addition to the
written evidence required above, contain the reasons for air carrier objection, the reasons for
requesting the amendment in light of the air carrier objections, and other information requested
by the FAA. The FAA then has 120 days to approve or disapprove the amendment. If the
request is for an increase in the PFC level above $3.00, the FAA must insure that additionat
requircments applicable to PFCs above the $3.00 level and competition plan requirements at
applicable covered airports are met.

Any new PFC charge is effective on the first day of a month that is at least 60 days after
the Collecting Carriers are notified. The PFC Regulations require the Collecting Carriers to
remit PFC collections, net of a collection fee of $.08 per PFC remitted, to the State no later than
the last day of the calendar month following the month in which the PFC collections are recorded
in the Collecting Carriers’ accounting system. The Coliecting Carriers are allowed to retain the
interest earned on the PFC collections during this “hold” period.

Airpart PFC Approvals

On July 9, 1993, the FAA issued the initial PFC approval that authorized the State to
impose PFCs at the Airport at the rate of $3.00 per eligible enplaned passenger beginning
October 1, 1993, The State has received FAA approval to impose and use $42,549,716 in PFCs
for the following projects: Glycol Collection Facility, $16,659.913: Snow Removal Equipment
Maintenance & Storage Building, $6,257,923; Taxiways, $5.443,000; Snow Removal Equipment
and other Equipment, $5,114.880; Terminal B Roadway Improvements, $3,073,000; Instrument
Landing System, $2,500,000; Aircraft Ramps, $2,090,000: Obstruction Lights, $716,000; Firc
Station, $360,000: and Security Fencing, $335,000. As of August 1, 2000, ail authorized
collections had been completed; therefore the Airport 1s not currently collecting PFCs.

On July 7, 2000, the Auport notified air carriers, foreign air carriers, and the FAA of its
intent to submit a PFC application at the $4.50 level to undertake, in part, a portion of the Project
and its financing costs. The Airport met to formally consult with the air carriers on the PFC
proposal on August 15, 2000. The air carriers had until September 14, 2000 to submit
certifications of agreement or disagreement. Of all air camers responding, only Southwest
Airlines disagreed with the Project because of the increased PFC collection level from $3.00 to
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$4.50. The Atrport addressed Southwest’s concems in the Airport’s PFC application filed with
the FAA on October 30, 2000. On lebruary 27, 2001, the FAA advised the Airport of its
approval of the application. The Airport notified the Collecting Carriers on February 28, 2001.
and the Collecting Carriers will begin charging the S4.50 PFC on May 1, 2001,

In its October 30. 2000 application. the Amport requested authority for a total of
$231,947 428 in new PFC funding, including $130.683.991 to pay interest on the Bonds. The
Airport cstimates colicctions to be achieved by February 2015,

Any PFC Revenues not deposited in the PFC Coverage Account will be deposited in the
PFC Escrow Account established under the 2001 Indenture and held and administered by the
State, and used to pay for projects approved by the FAA for PFC funding (“Approved Projects”),
to fund debt service related to such projects or to provide for the redemption of the Series 2001A
Bonds prior to their maturity. The FFA approval provides that bond documents, such as the
2001 Indenture, may define pledged airport revenues in a manner that would include PFC
Revenues. However, the FAA approval also provides that the use of PFC Revenues is limited to
the allowable costs of approved PFC projects and may not be used to pay debt service on any
bonds issued to finance other than approved PFC projects. The use of PFC Revenues deposited
in the PFC Escrow Account for any project not identified in the existing PFC approvals would
require further FAA approval.

Termination of Authority to Impaose PF(Cs

General. As noted above, termination of authority to collect PFC revenue may result
from violation of the PFC Act. the PFC Regulations or the FAA approval or the Noise Act.

The PFC Regulations require that the FAA undertake informal resolution of a PFC
termination if the FAA cannot determine that PFC revenue 1s being used for approved projects in
accordance with the PFC Act, the PFC Regulations and the FAA approval. Approved projects
tnclude debt service and any costs applicable to the portion of any bonds issued for an approved
project.

Termination proceedings begin only after the FAA determines that informal resolution 1s
not successful. A notice of proposed termination is published in the Federal Register. This
notice contains the scope of the proposed termination. the basis for such action. and the date for
filing comments, The due date for comments and corrective action Is not iess than 60 days after
publication of the notice.

[f corrective action has not been taken. the FAA helds a public hearing giving notice and
publication n the Federal Register at jeast 30 days prior to the heaning. The FAA then publishes
its final decision i the Federal Register. This decision may contain additional corrective action
that the public agency may yet take. Within 10 days of the date of publication of the notice, the
public agency must either advise the FAA that it will complete any corrective action prescribed
or provide the FAA with a list of air carmiers operating at the Airport and all ether carriers that
have remitted PFC revenue to the public agency within the preceding 12 months. When the
FAA’s notice does not provide for corrective action or the public agency fails to complete such
action, the FAA notifies each air carner. Those carriers then terminate collections no later than
30 days after the date of notification by the FAA.
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Noise Act Violation. 1f the State violates the provisions of the Noise Act, there are
procedural safeguards to ensure that the State’s authority to impose PFCs at the Airport would
not be summarily terminated. Most significantly, the State under any circumstance can prevent
termination of its PFC authority by suspending the effectiveness of any noise or access
restriction in question, until the legal sufficiency of the restriction, and its impact on the State’s
authority to impose PFCs at the Airport, has been determined.

Treatment of PFCs in Airline Bankruptcies. The PFC Regulations require Collecting
Carriers to account for PFC collections separately and indicate that such funds are to be regarded
as trust funds held by the Collecting Carriers for the beneficial interest of the State. Collecting
Carriers must disclose the existence and amount of funds regarded as trust funds in financial
statements. However, Collecting Carners are allowed to commingle PFC collections with the
carriers’ other sources of revenue and are also entitled to retain interest earned on PFC
collections until such PFCs must be remitted to the State. Despite the language in the PFC
Regulations, at least one bankruptcy court in an unpublished opinion has indicated that PFCs
held by a Collecting Carricr in bankruptcy would not be treated as being held in trust for the
ehgible agency imposing the PFCs, but that such PFCs would instead be subject to the general
claims of such Collecting Carrier’s creditors. There is no assurance that a similar finding would
not be made by other bankruptcy courts in the future.

PFC Funding Issues

The Plan of Finance and the Feasibility Report assume that (i) PFC Revenues will be
available in the amounts required for payment of the PFC Component on the debt service on the
Series 2001 A Bonds, and (i) federal grants will be received in certain amounts and at certain
times to pay certain capital project costs. Sce Appendix A - Feasibility Report, for more
information regarding these assumptions.

To the extent that any portion of the funding assumed in the Plan of Finance is not
available as anticipated, the State may be required to issue Additional Bonds to pay the
costs of the Project and increase airline rates and charges to pay debt service on the Bonds
and to fund the required coverage thereon, The State’s ability to raise such rates and
charges may be limited by various contractual obligations. See “SECURITY AND
SOURCES OF PAYMENT FOR THE BONDS—Airline Operating Agreements” herein.
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SOURCES AND USES OF BOND PROCEEDS

It is anticipated that the procceds of the Scries 2001 A Bonds will be used as follows:

Sources
Principal amount of the Series 2001A Bonds..........ooiiiiiiii $194,000,000
ACCTUS ITETEST L. ettt et e e e 699,352
Original Isste Premitm........c.ooiiiiiniii et 725431
FOta) SOUFCOS ... e, $195,424,833
Uses
Deposit to Construction Fund........ooooi e $174,773.431
Capitalized interest (net of investment proceeds) " ..o, 4,440,940
Deposit to Debt Service Reserve AcCount ..., 13,257,960
Underwriters” discount, costs of issuance and bond nsurance
POLICY PIOIMIUIN ..ottt e e 2,952,502
AL USES ..ot e e et e et et ete et e et a e e e r e $195424 833

It is anticipated that the proceeds of the Serres 2001 B Bonds will be used as follows:

Sources
Principal amount of the Series 2001B Bonds......oooooviioions $ 19,180,000
ACCIUEA ITETEST ..ooveiiiie e e 58,327
tunds released from 1982 INdenture ..o e 1,906,455
Ortginal Issue DHSCOUNT..........cooiiiii e (66,917)
B LT T | o o OO RRTR $ 21,077,865
Uses
Deposit to Refunding ESCrow........ccoooiiiini e $ 18,885,118
Deposit to Debt Service Reserve ACCOUNT ..o e 1,918,000
Underwriters’ discount, costs of 1ssuance and bond insurance
POLICY PIEITUUITI L.ttt ettt et 274,747
TOtA] USBS oo e e e e e $21,077 865

{1) Capitalized interest on a portion of the Scrics 2001A Bonds s funded to October 1, 2003, Amounts on deposit
in the Funds established under the 2001 Indenture refating to the Series 2001A Bonds will be invested in an
Investment Agreement with Trimity Plus Funding Company, LLC.
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DEBT SERVICE REQUIREMENTS FOR THLE BONDS

17 : lollowing lahle sets forth the annual debt service requirements for the Bonds and the outstanding 1992 Relunding Bonds:

The Series 2001A Bonds The Series 20018 Bonds Debt Scervice on
Total Tuotal Qutstanding ‘Total

Feriod Ending Principal Lnterest Debt Service Principal Interest Dcht Service 1992 Refunding Bonds Debt Service
June 30, 2001 $2.066,496 $2.066.496
June 30, 2002 £0 $10.490,274 $10,490,273 S0 $874,901 $874 901 $7.851,138 £19.216,313
sune 30, 2003 $1.350.000 $9.659,005 $11.049,005 $235.000 $803.783 $1.038,783 $7.845.733 $19.933,520
Tune 30, 2004 $1,440,000 $9.609 480 $11.049 480 $245,000 795,799 51,040,799 $7.832.348 $19922 626
Jane 30, 2005 $3.740,000 $9.516,900 $13.256,960 $255,000 $787.171 $1.042.171 $7.,820 468 $22,119.599
June 30, 2006 £3 KEO 000 $9.376,890 $13.256,890 $260,000 $778.029 $1,038.029 $7.801 818 $22.090,736
June 34, 2007 $4.045 000 $9.20% 535 $13,253,535 $270.0600 $768,286 $1.038,286 $7.783,690 $22.075,511
June 30, 2008 $4.225.000 $9,028,430 $13.253 430 $285.000 £757.702 $1.042 702 $7.769 389 $22,065521
June 30, 200v $4.400,000 $8,853,730 $13.253.730 $295,000 $£746,280 $1,041,240 $7.746.619 $22.041,629
June 30, 2010 $£4,600,000 $8.650,55( $13,250,550 $305.000 $734, 128 $1,039,128 $7.732.703 $22,022,3%0
Junc 30, 2011 $4,835 600 $8.417,515 $13,252,515 $320,000 $721.155 $1,041,155 7,714,580 $£22,008.250
June 30, 2012 $5,090,000 $3,167,960 $13.257,960 $8,190.000 $540,398 $8,730,398 $5.191 $21,993 549
June 30, 2013 $5.355,000 $7.902,691 $13,257,691 $8,520,000 $183, 180 $8,703,180 $21.960.871
June 30, 2014 $5,635,000 $7.619,004 $13,254,004 $13,254.004
June 30, 2015 $5.815,000 $7.315,291 $13,250,291 $13,250,291
June 30, 2016 $6.260,000 $6.995173 13,255,173 $13,255,173
June 30,2017 $6,595,000 $6,657,729 $13,252.729 $13.252,729
June 30, 2018 $6.955 004 $6,302,041 $13,257,041 $13,257,041
June 30,2019 $7.315.000 £5.936 598 $13,251 598 $13,251 598
June 30, 2020 £7.090.000 $5.559 550 $13,249 550 $13.249,550
June 30, 2021 $8.043 000 §5.157943 $13,2520943 $13.252 943
June 30, 2022 $8.525,000 $4,730,990 $13,255990 $13,255990
Junc 30, 2023 $6.910,000 $4.333,539 11,243,539 $11,243,539
June 30, 2024 $7.275,000 $£3.96U,184 $11,244.184 $11.244, 184
Tune 30, 2025 $7,660,000 $3.586,475 $11,246,475 $11.246,475
June 30, 2026 $8.060,000 £3,183,650 $11,243,650 $11.243 650
Jung 30, 2027 $8.,485,000 $2.759.684 $11,244 684 11,244 684
June 30, 2028 $£38.930,000 $2.313,425 $1i,243,425 $i1,243425
Tune 30, 2029 $9,400,000 $1.843.719 $11,243.719 $11.243.719
June 30, 2030 $9 895,000 $1.349 284 511,244 284 $11,244 284
June 30, 2031 510,415,000 $828.841 $11,243 841 $11,243,8410
June 30, 2032 10,963,000 $280.978 $11.245 978 $11.,245978

Toals $£194 000,000 LI1RQ.605 1138 $IRI6N5 118 £109,180.000 F% 490 811 $27.670,811 ST9UT0 170 $491.246,099
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STATE OF CONNECTICUT DEPARTMENT OF TRANSPORTATION
The State Transportation System

The State’s transportation svstem inciudes the Airport and five other smaller State-owned
airports: approximately 19800 miles of improved roads (of which approximately 3,740 miles are
maintained by the Department of Transportation) and 5400 state and local bridges; rail
commuter service between New Haven and New York City and related points, provided by
Metro-North Commuter Railroad Company which operates 250 trains daily. Shoreline East Rail
Commuter Service between New London and New Haven which operates 18 trains daily:
publicly and privately owned bus systems which operate 1.096 vehicles: two ferry services: and
the State Pier in New London.

Department of Transportation - Organization and Responsibilities
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The Connecticut Department of” Transportation ("DOT™) was established in 1969 and
replaced the Connecticut Highway Department. DOT's major responsibility is to provide
transportation services and facihties to mecet the Stawe's mobility needs. DOT is headed by a
Commissioner appointed by and directly responsible to the Govemor.

The Commissioner exercises direct supervision of all DOT activities.  As head of DOT,
the Commussioner acts as the exceutive officer of the Governor for achieving the purposes, and
supervising the activities, of DOT.  The Commissioner, in order to provide economy and
etficiency. may organize DOT and any agency therein into such divisions, bureaus, or other units
as necessary and may from time o time abolish, transter, or consolidate such divisions. bureaus,
or other units within DOT. Among other functions. the Comnussioner has the power, duty, and
responsibility {1) w provide tor the planning and construction of facilities that may be required
for the development and operation of a safc and cfficient trunsportation system, (ii) to study the
operations of existing transportation facilities to determine the need for changes in such factlitics,
(1) to formulate and implement plans and programs to improve transportation facilities and
services, and (1v) to report annually to the Legtslature regarding such matters.

Mr, James 1Y) Sullivan has been serving as Commissioner of DOT since February 1, 1997,
Prior to that nme. Mr. Sullivan, who began his carcer with DOT in 1963, served in various
exccutive positions, including Planning Director, Chief of Planning. Deputy Commissioner of



the Bureau of Planning, and Deputy Commissioner/Bureau Chief of the Bureau of Engineering
and Highway Operations.

Mr. James A. Adams was appointed Deputy Transportation Commissioner of DOT on
August 15, 1997 and previous to that served as Deputy Commissioner of the Bureau of
Engincering and Highway Operations, Prior to joining DOT. Mr. Adams served in various
executive positions in the heavy and highway construction industry, and the building
construction industry. As Deputy Commissioner of Transportation he is responsible for the
operation of its five bureaus.

DOT is currently composed of the Bureau of Enginecring and Highway Opcrations, the
Bureau of Finance and Administration, the Bureau of Policy and Planning, the Bureau of Public
Transportation and the Bureau of Aviation and Ports.

Bureau of Aviation and Ports

The Bureau of Aviation and Ports is responsible for the operation and management of the
Airport and the tive other State-owned awrports, the regulation of the State’s harbor masters and
harbor pilots, the operation and management of the Connecticut River ferries and the operation
of the State Pier in New London.

Mr. Louis S. Cutillo was appointed to the position of Deputy Commissioner of the
Bureau in January, 1999. From October, 1997 to January, 1999, Mr. Cutillo served as Executive
Assistant to the Commissioner of the Connecticut Department of Information Technology. For
the previous 17 years, Mr. Cutillo was self-employed as a government consultant and legislative
liaison for a variety of diversified clients active in the Connecticut business community. Prior to
that. he served for 14 years as a member of the Connecticut Legislature, holding Icadership
positions in both the Senate and the House of Representatives. For 14 consecutive years he was
chairman, ranking member or member of the Legislature’s Finance Committee.

Mr. Robert F. Juliano served as Bureau Chief of the Bureau of Aviation and Ports from
February 14, 1995 until his death on March 1, 2001. Prior to that time, Mr. Juliano, who began
his career with DOT in 1958 in the engineering division, served as the Awrport Administrator of
Bradley International Airport from 1982-1995 and as the Airport Operations Manager for the six
State-owned airports, including the Airport, from 1974 to 1982. Previous to this. Mr. Juliano
served as special assistant to the Commissioner of Aeronautics. Mr. Juliano was an accredited
Airport Executive and was past president of the Northeast Chapter of the American Association
of Airport Executives. He also served on the National Board of Directors of the Washington-
based American Association of Airport Executives.

Since Mr. Juliano’s death, Mr. Kenneth J. Robert has been performing the functions of
thc Bureau Chief.

Airporr Operations
Mr. Kenneth J. Robert has been the Bureau's Transportation Aviation Administrator

since 1992, Prior to that time, Mr. Robert, who joined DOT in 1974, has served in various
positions, including interim Bureau Chief of the Bureau of Aviation and Ports, Airport
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Admnistrator of Bradley Intemational Atrport, and Assistant Airport Administrator of the
Airport. Mr. Robert reccived a Bachelor of Science degree in Aviation Management from
Embry-Riddle Acronautical University. He attended New York University Graduate School
graduating in Advanced Airport Management. In 1987, Mr. Robert became an accredited
Airport Executive and is a licensed pilot. As Aviation Administrator, Mr. Robert participates in
development and maintcpance of the Airport Master Plan, the selection of Airport consultants,
and contract negotiations with concessionaires, tenants, and service providers. He plays a
leadership role in policy development and decision making with respect to personnel matters,
environmental and ADA issues, planning and coordination among consultants, tenants, State
agencies, and federal agencies.

Mr. Stephen E. Korta was named the Bureau’s Atrport Administrator (Acting) for the
Atrport on August 27, 1998, He 1s the manager in charge at the Airport. He 1s responsible for
the day-to-day management of all aspects of the Airport’s operations including overall airport
opcrations: maintenance of runways, taxiways, ground aircraft directional signal systems and
signing, terminals, parking facilities: Atrport security: fire and rescue personnel and scrvices:
enforcement of all tenant and service provider contract terms and provisions: and directs special
services: i.e. Presidential visits. visits by dignitarigs, and other special operations. Mr. Korta is a
member of American Association of Airport Executives; he serves as a founding member of the
Association’s Training Identification and Standardization Committee. He is a candidate for
designation as an Accredited Airport Executive.  Immediately prior to his appointment. Mr.
Korta served as the Director of Leasing Revenue and Concessions for the Bureau. a position he
held from 1997. As Dircctor. he was responsible for managing contractual matters at all six
State airports. In 1994 Mr. Korta was appointed Chairman of the Bradley International Airport
Commission, a position he held until 1997, Prior to joining the Burcau, Mr. Korta was President
and CEO of a privately held company providing extensive management services to governmental
entities. Mr. Korta holds a Bachelor of Science degree and is a cum laude graduate of the Boston
College School of Management Honors Program. He is also a licensed pilot.

The Burcau organization in fiscai year 2001 includes 122 authorized staff positions
funded by the Airport. As of January, 2001, five positions were vacant: three i the Fire and
Crash Rescue Untt, one in the Marketing Unit and one in the Leasing Unit. The Burcau's
authorized staffing level has remaned unchanged since July 1. 1993, Below is an organizational
chart tor the Airport:
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AIRLINE INDUSTRY ISSUES

In addition to other information contained in this Official Statement, key factors that may
affcct airline traffic at the Airport are described befow.

General Issues Affecting Revenues

The State's ability to derive Revenues from its operation of the Airport will depend on
many factors, many of which are not subject to the control of the State or management of the
Airport. Revenues could be affected by the ability of the Signatory Airlines, individually and
collectively, to meet their respective obligations under the Agreements. The financial strength
and stability of the airlines serving the Airport will be key determinants of future airline service
and passcnger traffic. Accordingly, no assurance can be given as to the levels of aviation activity
that will be achieved at the Airport.

Weak passenger demand, economic recessions, increases in fuel, security, and other
operating costs and fare discounting, has in the past generated record financial losses in the
United States airline industry. The industry has undergone significant changes including a
number of airline mergers, acquisitions, bankruptcies and closures. Financially weak or highly
indebted airhines could be susceptible to seeking protection from their creditors, selling
productive assets, reducing service, or discontinuing operations.

Natienal and International Economic and Political Conditions

Historically, airline passenger traffic nationwide has correlated closely with the state of
the United States economy and levels of real disposabie income. Sustained future growth in
domestic airline passenger traffic will depend largely on the ability of the nation to sustain
economic growth,

As intemational tradc and air travel has incrcased, international economics, currency
exchange rates, trade balances, political relationships, and conflicts within and between foreign
countries have become important influences on passenger traffic at major United States airports.
Aviation security precautions and safety concerns arising from international political conflicts
can also affect airline travel demand.

Airline Service and Routes

While passenger demand at an airport depends on the population and the economy of the
region scrved, airline service and the number of passengers enplaned also depend on the route
networks of the airlines serving that airport. Domestic airlines are free to enter or leave
individual air traffic markets, and to increase or decrease service, at will. Most major airlines
have developed “hub-and-spoke” route networks as a means of increasing their service
frequencies, passenger volumes, and profitability. Almost ail of the passenger travel at the
Airport 1s characterized as “origin-destination.” This means that for most passengers, the Airport
15 either the origin or destination of therr travel.

There has been no shortage of aviation fuel since the “fuel crisis™ of 1974, but the price
of aviation fuel continues to be an important and uncertain determinate of an airline's operating
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cconomics. Fluctuating fuel prices have caused corresponding fluctuations in airfares and airline
operating results.  Although the average price of aviation fuel has been generally stable since
1992, future fluctuations could affect air service and passenger numbers at the Asrport.  Fuel
prices have increased rapidly since 199%.

Airline Economics, Competition, and Airfares

Airline fares have an important cffect on passenger demand. particularly for relatively
short trips where the automobile or other travel modes are alternatives and for price-sensitive
“discretionary” travel, such as vacation travel. Airfares are influenced by atrline operating costs
and debt burden, passenger demand. capacity and yield management. market presence and
competition.

In particular, price competition is provided by new entrants and other airlines with lower
cost structures.  The start of service by Southwest Awrlines at the Airport has provided such
competition. While the nature and extent of such “low-fare™ competition varies from airport to
airport. most large origin-destination passenger markets have attracted low-fare airline service
and passenger traffic has increased as a result. Continued increases in passenger traffic at the
Atrport will depend to some extent on the continued availability of competitive airfarcs.

Capacity of National Air Traffic Control and Airport Systems

Demands on the nation's arr traffic control system continue to cause aircraft delays and
restrictions, both on the number of aircraft movements in certain air traffic routes and on the
number of landings and takeoffs at certain airports.  These restrictions affect airline schedules
and passenger traffic nationwide. In addition, increasing demands on the national atr traffic
comtrol and airport systems could cause increased delays and restrictions in the tuture,

Additional Information

Certain Signatory Airlines and Air Carriers (or their respective parent corporations) are
subject to the information reporting requirements of the Securitics Exchange Act of 1934, as
amended (the “Exchange Act™), and. in accordance therewith. certain information, including
financial information concerning such domestic airlines or their parent corporations, is disclosed
in certain reports and statements filed with the SEC. Such reports and statements can be
inspected at the SEC's Public Reference Room. 450 Fifth Street. NW., Washington, D.C. 20549,
and the public may obtain certain mtormation by calling the SEC at 1-800-SEC-0330. The SEC
also maintains an Internet site (www.sec.gov) that makes available reports, proxy statements and
other information regarding these companies. [n addition, the principal domestic airlines serving
the Airport file pertodic reports of financial and operating statistics with the United States
Department of Transportation. Such reports can be inspected at the following location: Office of
Aviation [nformation Management, Data Requirements and Public Reports Division, Research
and Special Programs Administration. Department of Transportation, Room 4201, 400 Scventh
Street, S.W., Washington, D.C. 20390, and copies of such reports can be obtained from the
Department of Transportation at prescribed rates. Foreign airlines alse provide certain
information concemning their operations and financial affairs, which may be obtained from the
respective airhines.  The State makes no representation with tespect to, and assumes no
responsibility for, the accuracy or completeness of. any information filed by the airlines.
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REVIEW OF AIRPORT GOVERNANCE, IMPROVEMENTS AND OPERATIONS

In 2000, the Connecticut Legislature’s Program Review and I[nvestigations Committee
(the “Committee”) undertook a study of the Airport to detcrmine if the Airport is optimally
meeting the economic development objectives of the State, and if not, to identify the reasons
why and make recommendations for realizing the Airport’s economic development potential.
The Committee issued its report dated December {5, 2000. The report makes various findings
and recommendations in the arcas of planning. management and operations, and governance,

In May 2000, the Govemor, through Executive Order No. 18, created the Bradley
International Airport Executive Council (the “Council™) which 1s comprised of six members
appointed by the Governor and chaired by the Commissioner of DOT. The Counell 15 to work
with DOT to help the Airport establish a long-term strategic plan and to develop long-term goals
to guide the Airport’s future growth and development. The Council issued its Intenimt Report
dated February 2, 2001, The Council has recommended that the management structure of the
Airport be modified in a way that will allow it the flexibility to enhance 1ty competitiveness. The
Council believes that the management of the day to day operations of the Airport should remain
tundamentally unchanged, but that a more entreprencunal spirit should be intreduced into the
long range planning and goal setting,

The Govemor has endorsed the concept of a more flexible management structure at the
Airport. The Council has proposed the creation of a Board of Directors, consisting of nine
members:  the Commissioner of the Department of Transportation, the Commissicner of the
Department of Economic and Community Development, the Co-Chairs of the Legislature’s
Transportation Commuttee, and five senior business leaders appointed by the Governor.

The current legislative session convened on January 3, 2001 and is scheduled to adjourn
on June 6, 2001. 1t is expected that the Legislature will consider legislation concerning the
Airport’s governance during its current session.  While 1t is reasonably expected that there will
be changes made to the management structure of the Airport. the changes cannet be determined
at this time.

CONTINUING DISCLOSURE AGREEMENT

Sections 3-20 and 3-20¢ of the Connecticut General Statutes, as amended. give the State
and political subdivisions of the State the specific authority to enter inte continuing disclosure
agreements i accordance with the requirements of Securities and Exchange Comnussion Rule
15¢2-12 (the “Rule™). The State will enter into a Continuing Disclosure Agreement with respect
to the Bonds for the benefit of the beneficial owners of the Bonds, substantially in the form
included in Appendix E — Continuing Disclosure Agrecment to this Official Statement (the
“Continuing Disclosure Agreement”), pursuant to which the State will agree to provide or cause
to be provided, in accordance with the requirements of the Rule, (1) certain annual operating data
for the Airport and certain annual financial information, (1) timely notice of certain material
events relating to the Bonds and (i) timely notice of a failure by the State to provide the
required annual information on or before the date specified in the Continuing Disclosure
Agrecment.
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A default by the State under the Continuing Dhisclosure Agreement will not be a default
under the 2001 Indenture.

The State has previously undertaken in continuing disclosure agreements entered into for
the benefit of holders of other bonds to provide certain annual financial information and event
notices with respect to those bonds pursuant to the Rule. The State has not defaulted in its
obligations to provide the annual financial information pursuant to such continuing disclosure
agreements.

The Underwriters” obligation to purchase the Bonds will be conditioned upon their
receipt, at or prior to the delivery of the Bonds, of executed copies of the Contimuing Disclosure
Agreement.

TAX MATTERS

In the opinion of Squire, Sanders & Dempsey L.L.P. and Shipman & Goodwin LLP, Co-
Bond Counsel, under existing law, interest on the Bonds is (1} excjuded from gross income for
federal income tax purposes under Section 103 of the Code, except for interest on any Series
2001A Bond for any period during which it is held by a “*substantial user” or a “related person”,
as those terms are used in Section 147(a) of the Code, and (ii} excluded from the Connecticut
income tax on individuals, trusts and estates and from amounts on which the net Connecticut
minimum tax is based in the case of individuals, trusts and estates required to pay the federal
alternative minimum tax. I[nterest on the Bends is included in gross income for purposes of the
Connecticut corporation business tax. The Series 2001A Bonds are “private activity bonds™
within the meaning of Section 141¢a) of the Code, and therefore the interest on the Series 2001 A
Bonds is an item of tax preference for purposes of the alternative minimum tax imposed on
individuals and corporations under the Code. The Series 2001B Bonds arc not “private activity
bonds™ within the meaning of Section 141{a} of the Codc, and therefore the interest on the Series
2001B Bonds is not an item of tax preference for purposes of the alternative minimum tax
imposed on individuals and cerporations under the Code. Co-Bond Counsel will express no
opinion as to any other tax consequences regarding the Bonds, such as, among others, the
consequences of the existence of market discount to purchasers of the Bonds subsequent to their
original issuance or at other than their prices or yiclds stated on the inside of the cover page of
this Official Statement.

The opinion on federal tax matters will be based on and will assume the accuracy of
certain representations and certifications, and compliance with certain covenants, of the State to
be contained in the transcript of proceedings and that are intended to evidence and assure the
foregoing, including that the Bonds are and will remam obligations the interest on which is
excluded from gross income for federal income tax purposes. Co-Bond Counsel will not
independently verity the accuracy of those certifications and representations.

The Code prescribes a number of qualifications and conditions for the interest on state
and local obligations to be and to remain excluded from gross income for federal income tax
purposes, some of which require future or continued compliance after issuance of the obligations
in order for the interest to be and to continue to be so excluded from the date of issuance.



Noncompliance with these requirements by the State may cause the interest on the Bonds to be
included in gross income for federal income tax purposes and thus to be subject to federal
income tax retroactively to their date of issuance. The State has covenanted in the 2001
Indenture to take the actions required of it for the intcrest on the Bonds to be and to remain
excluded from gross income for federal income tax purposcs. and not to take any actions that
would adversely affect that exclusion.

Under Code provisions applicable only to certain corporations (as defined for federal
income tax purposes), a portion of the excess of adjusted current earnings (which includes
interest on all tax-exempt obligations, including the Bonds) over other alternative minimum
taxable income is included in alternative minimum taxable income that may be subject to a
corporate alternative minimum tax. In addition, interest on the Bonds may be subject to a branch
profits tax imposed on certain foreign corporations doing business in the United States and to a
tax imposed on excess net passive income of certain S corporations.

Under the Code, the exclusion of interest from gross income for federal income tax
purposes may have certain adverse federal income tax consequences on items of income,
deduction or credit for certain taxpayers, tncluding financial institutions, certain insurance
companies, recipients of Social Security and Railroad Retirement benefits, those that are deemed
to incur or continue indebtedness to acquire or carry tax-exempt obligations and individuals
otherwise cligible for the earned income tax credit. The applicability and extent of these or other
tax consequences will depend upon the particular tax status or other tax items of the owner of the
Bonds or of book-entry interests. Co-Bond Counsel will express no opinion regarding those
consequences.

Purchasers of the Bonds at other than their original issuance at the respective prices or
yiclds ndicated on the inside cover of this Official Statement should consult their own tax
advisers regarding other tax considerations such as the consequences of market discount.

From time to time, there are legislative proposals in Congress or regulatory actions that,
if enacted. could alter or amend one or more of the federal tax matters described herein or
adversely affect the market value of the Bonds. It cannot be predicted whether or in what form
any such proposal may be enacted or whether, if enacted, it would apply to obligations (such as
the Bonds) issucd prior te enactment.

Original Issue Discount and Premium

Certain of the Bonds (*Discount Bonds™) have been offered and sold to the public at an
original issue discount (“OID”). OID 1s the excess of the “stated redemption price at maturity™
{the principal amount) of a Discount Bond over the “issue price” of such Bond. The issue price
of a Discount Bond is the initial offering price to the public (other than the bond houses, brokers
or similar persons acting in the capacity of underwriters or wholesalers) at which a substantial
amount of the Discount Bonds of the same maturity are sold pursuant to that offering. For
federal income tax purposes, OID accrues to the owner of a Discount Bond over the period to
maturity based on the constant yield method, compounded semiannually {or over a shorter
permitted compounding interval selected by the owner). The portion of QID that accrues duning
the period of ownership of a Discount Bond (i) is interest excludable from the owner's gross
income for federal income tax purposes to the same ¢xtent, and subject to the same
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considerations discussed abhove, as other mterest on the Bounds, and (ii) i1s added to the owner's
tax basis for purposes of determuning gain or loss on the maturity, redemption, prior sale or other
disposition of that Discount Bond. A purchaser of a Discount Bond at its issue price in the initial
public offering who holds that Bond to maturity will realize no gain or loss upon the retirement
of that Bond.

Certain of the Bonds ("Premium Bonds™) have been offered and sold to the public at a
price in excess of their stated redemption price (the principal amount) at maturity. That excess
constitutes bond premium. For federal income tax purposes, bond premium is amortized over
the period to maturity of a Premium Bond, based on the yicld to maturity of that Premium Bond
(or. in the case of a Premium Bond callable prior to its stated matunity, the amortization period
and yield must be determined on the basis of the earliest call date that results in the lowest yield
on that Premium Bond). compounded semiannually. No portion of that bond premium is
deductible by the owner of a Premium Bond. For purposes of determining the owner’s gain or
loss on the sale, redemption (including redemption at maturity) or other disposition of a Premium
Bond, the owner’s tax basis in the Premium Bond 1s reduced by the amount of bond premium
that accrues during the pertod of ownership. As a result, an owner may realize taxable gain for
federal income tax purposes upon the sale or other disposition of a Premium Bond for an amount
equal to or less than the amount paid by that owner for that Bond. A purchaser of a Premium
Bond at its issue price in the initial public offering whe holds that Bond to maturity (or, in the
casce of a callable Premium Bond, the earliest call date that results in the lowest yield on that
Bond), will realize no gain or loss upon the retirement of that Bond.

Owners of Discount or Premium Bonds (or book-entry interests in them) should consult
their own tax advisers as to the determination for federal income tax purposes of the amount of
OID or bond premium properly accruable in any period with respect to the Discount or Premium
Bonds and as to other federal tax consequences and the treatment of OID and bond premium for
state and local tax purposes.

ABSENCE OF LITIGATION

Upon delivery of the Bonds, the State will furnish a certificate of the Attorney General of
the State, dated the date of delivery of the Bonds, to the effect that there is no controversy or
litigation of any nature pending or threatened to restrain or enjoin the issuance, sale, execution or
delivery of the Bonds, or in any way contesting or aftecting the validity or enforceability of the
Bonds or any of the procecdings taken with respeet to the issuance and sale thercof or the
appiication of meneys to the payment ot the Bonds.

RATINGS

At the time of issuance, the Bonds are expected to be rated “Aaa” by Moody’s Investors
Service, Inc., "AAA” by Standard & Poor’s Ratings Services, and “AAA™ by Fitch, Inc., with
the understanding that upon delivery of the Bonds a poelicy insuring the payment when due of the
principal of and interest on the Bonds will be 1ssued by the Bond Insurer. Such ratings reflect
only the view of such organizations, and an explanation of the significance of such ratings can
only be obtained from the rating agency furnishing the same. There is no assurance that such
ratings will continue for any given period of time or that they will not be revised downward or
withdrawn entirely by any such rating agency. if, in the judgment of such rating agency,
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circumstances so warrant. Any such downward revision or withdrawal of a rating may have an
adverse effect on the market price of the Bonds.

VERIFICATION OF MATHEMATICAL COMPUTATIONS

McGladrey & Pullen LLP will verify from the information provided to them the
mathematical accuracy as of the date of the closing on the Bonds of (1) the computations
contained m the provided schedules to determine that the anticipated receipts from the sccurities
and cash deposits listed in the schedules, to be held in escrow. will be sufficient to payv, when
due. the principal, interest and call premium payment requirements, if any, of the 1992
Retunding Bonds to be advance refunded. and (2} the computations of yield on the Bonds
contained in the provided schedules used by Co-Bond Counsel in their determination that the
interest on the Bonds is not inciuded in gross income tor federal income tax purposes.
McGladrey & Pullen LLP will express no opinion on the assumptions provided to them, nor as to
the exemption from taxation of the interest on the Bonds.

CONSULTANT'S REPORT

The economic feasibility of the Project is based upon certain forecasts prepared by the
State with respect to the expected revenues and costs of the Project and by the Airport Finangjal
Consultant with respect to enplanements at the Airport, all as of February 28, 2001. In addition,
certain assumptions were made with respect to general business and economic conditions within
the Airport’s air service area and with the airline industry generally. These assumptions. as well
as all other assumptions used n the forecasts, are inherently subject to significant uncertainty,
and the actual results of the Airport’s operations may difter, perhaps materially, from the
forecasts. Theretore, no representation i1s made. or intended to be made, nor should any be
mferred. with respect to the likely existence or occurrence of any particular set of Tuture facts
and circumstances. If actual results are less favorable than those projected or if the assumptions
used in formulating the forecasts prove to be incorrect. the operation of the Project and s ability
o generate sufticient revenues to pay debt service on the Bonds may be adversely aftected. Sce
Appendix A — Feasibility Report.

FINANCIAL ADVISORS

Lamont Financial Services Corporation and Public Resources Advisory Group
(collectively, the “Financial Advisors™) have served as the Financial Advisors o the State with
respect to the sale of the Bonds. The Financial Advisors have assisted in various matters relating
to the planning, structuring and issuance of the Bonds and have assisted 11 the preparation of the
Official Statement. Neither of the Financial Advisors has undertaken to make an independent
verification of, or to assumc responsibifity for, the accuracy. completeness or fairness of the
inforniation contained in the Official Statement.

UNDERWRITING

The aggregate initial offering price of the Scries 2001A Bonds to the public s
$194,725480.95. plus accrued interest, and the Underwniters named on the cover of this Offical
Statement have agreed. subject to certain conditions precedent to closing, to purchase the Scrics
200{ A Bonds from the State at an aggregate purchase price of $193.207.101 38, plus accrued
interest.  The aggregate initial offering price of the Series 20018 Bonds to the public is
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$19,113,082.75, plus accrued interest, and the Underwriters named on the cover of this Official
Statement have agreed, subject to certain conditions precedent to closing, to purchase the Sertes
2001B Bonds from the Statc at an aggregate purchasc price of $18,962,752.71, plus accrued
interest. The Underwriters will be obligated to purchase all of the Bonds, if any Bonds are
purchased. The Bonds may be offered and sold to certain dealers (including unit investment
trusts and other affiliated portfolios of certain underwriters and other dealers depositing the
Bonds into investment trusts) at prices lower than such initial public offering prices, and such
initial public offering prices may be changed, from time to time, by the Underwriters.

LEGAL MATTERS

Legal matters incident to the issuance of the Bonds and with regard to the staws of the
interest thereon are subject to the legal opimons of Squire, Sanders & Dempsey L.L.P., New
York, New York, and Shipman & Goodwin LLP, Hartford, Connecticut, Co-Bond Counsel.
Signed copies of the opinions, dated and speaking only as of the datc of original delivery of the
Bonds, will be delivered to the Underwriters at the time of such original delivery and the form of
the opinion is set forth as Appendix F to this Official Statement. Certain legal matters will be
passed upon for the Underwriters by Nixon Peabody LLP, Hartford, Connecticut, and Rome
McGuigan Sabanosh, P.C.. Hartford, Connecticut as Co-Underwriters’ counsel.

Squire, Sanders & Dempsey L.LL.P., Co-Bond Counsel, also represents one or more of the
Underwriters from time to timc as its counsel on other unrelated transactions. Nixon Peabody
LLP, Co-Underwriters’ counsel, also serves as one of the State’s bond counsel in certain other
transactions.
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ADDITIONAL MATTERS

The references herein to and summaries of federal, State and local laws, including but not
limited to the Code, and laws of the State, the Act, and documents, agreements and court
decisions, including but not limited to the 2001 Indenture, are summaries of certain provisions
thereof. Such summaries do not purport to be compiete and are qualified 1n their entirety by
reference to such acts, laws, documents, agreements or decisions.

Any statements in this Official Statement involving matters of opinion, whether or not
expressly so stated, are intended as such and not as representations of fact. Neither this Official
Statement nor any statement that may have been made orally or in writing shali be construed as a
contract or as a part of a contract with the original purchasers or any holders of the Bonds.

STATE OF CONNECTICUT

By: /s/ Denise L. Nappier
Hon. Denise L. Nappier
Treasurer of the State of Connecticut

By: /s/Marc S. Ryan
Hon. Marc S. Ryan
Secretary of the Office of Policy and
Management

By: /s/ James F. Sullivan
Hon. James F. Sullivan
Commissioner of the Department
of Transportation

Dated at Hartford, Connecticut
this 15™ day of March, 2001
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Febroary 28, 2001

Robert F. Juliano

Burcau Chief

Bureau of Aviation and Ports

Connecticut Depantment of Trunsportation
2800 Berlin Turnpike

Newington. CT. 06111

Charles E. Canane, Jr.

Bureau Chiet

Finance and Administration

Connecticut Department of Transportation
2800 Berlin Turnpike

Newington. CT. 06111

Dear Sirs,

The Louis Berger Group. Inc. is pleased to enclose its final report concerning the Financial Feasibility of
the Bradley International Airport Terminal Improvement Project. Berger's conclusions, documented and
supported in the Report. are that the Terminal Improvement Project is financially feasible, economically
justified by strong passenger demand and well timed to facilitate anticipated growth. These conclusions
are based on analyses and assumptions concerning Airport demand forecasts and financial projections as
presented in the Report which may or may not occur in the future but that are, in Berger's opinion,
reasonable for the purposes indicated.

[n order to reach these conclusions. Berger reviewed the underlying cconomics of the Airport service arca
and its hase of passenger demand. A growing population, high income and employment are key indicators
of the strength ot the Airport Service Area and the base of Alrport passenger tratfic.  Connecticut's
population 15 highly educated. diverse and growing. The State has consistently enjoyed among the
highest per capita income in the nation. and its unemployment is consistently lower than the regional and
national rates. This strength is exhibited in growth of the Airport’s enplancd passengers.  Enplaned
passengers have grown at an average annual rate of 3.8% from 1979 through 2000, In 2000, Bradley's
enplaned passengers rose [6% to 2.7 million. virtually all of which are origin and destunation {O&D)
passeneers. Today. the Airport offers diverse service 1o 38 non-stop destinations served by US Airways
and Delta Airlines with 23% and 22% of total enplanements, respectively, followed by American and
United with 12% and 10%. respectively. Southwest Airlines. which introduced s low fare service in late
1999, now accounts for 10% of enplanements. No other muajor carrier represented more than 10% of
enplanements in 2000,

The strength of the service area ceonomy. diversity of the air service offered and O&D nature of
passenger demand indicate & secure foundation and provide the opportunity for growth in passenger
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demand.  While Berger's selected forecast of future passenger demand reflects these uattributes, the
torecast remains conservative in that it discounts the “Southwest Effect”™ experienced at the Airport over
the past yeur. The passenger forecast, used extensively in the preparation of financial forccasts.
represents an average annual growth rate of only 1.7% over the next 30 years. with higher growth rates
expected in the more predictable carty years in the lorecast. Total enplaned passengers are forecast to
increase from 3.4 million in 2001 10 5.2 million by 2030. By discounting the Southwest Eftfeet, the
farccast of passenger traffic in 2001 15 7.6% lower than actual 2000 enplaned passengers of 3,7 miilion.

Beruer also reviewed the Airport’s compensatory rate setting methodology and its historic financial
performance. We tound that the Airport’s compensatory rate methodology has worked well, and has
successfully positioned the Airport very strongly to undertake the Terminal Improvement Project. The
Airport has been successful in reducing its charges to the airlines on a per passenger basis: while at the
same time increasing non-airline revenues and operating income. In (994, operating income was $9
million. By 2000, actual operating income had increased 1o $19.5 million, while total outstanding debt per
enplaned passenger was only S21.35. The FY 2001 Budget. with operating income of $15.7 million,
represcents a conservative base year from which the Airport’s tinancial performance has been projected.

The Awrport’s financial performance has been projected consistent with the compensatory rate sctting
approach.  Operating expenses are projected to increase at annual rates of 2.0% to 3.7% und have been
allocated. together with existing debt service and amortization expenses. to the airline cost centers
including the Terminal Building. Landing Area and Apron Area consistent with the established
methodology.  Incremental operating expenses, debt service and amortization associated with the
Terminal Improvement Project have also been assessed and allocated to the airline cost centers.  Airline
revenues are projected to increase from $15.7 million in the FY 2001 Budget to $S38.9 million by 2030
including all incremental rents and lees associated with the Terminal Improvement Project. Non-airline
revenues are projected 1o increase from $24.6 million to $52.6 million during this same period. The non-
airline revenues are projected consistent with the terms and conditions of the leases and concession
agreements governing use of the Airport by the non-airline users.  Concessionaire gross receipis are
projected consistent with the enplaned passenger forecast and inflation. The key terms and conditions
ohserved in preparing the projection include the established percentage of gross receipts tees, minimum
annual guarantees and other rental rates. Based on these analyses. the Airport’s operating income is
projected o increase from $15.7 million in the FY 2001 Budget to $22.6 million in 2012, Consistent with
the Airport’s compensatory rate setting approach, existing and new debt service reduction that vecurs in
FY 2012 and 2022 respectively, is reflected 1n airline revenues and operating income. Operating income
is expecled 0 fluctuate between S18 miltion and 321 million annually from 2014 through 2030,
Operating income. together with non-PFC interest income and the Coverage Account established in the
Alrport’s 1982 Revenue Bond Indenture, provide minimum coverage of 2,17, occurring in FY 2001, on
the Alrport’s existing 1992 Bond debt service. This is well above the minimum of .25 required in the
1982 Indenture, Coverage increases steadily from FY 2002 to the final maturity date of October 1. 2012
for the 1992 Bonds.

The source of funds for the $198.3 million Terminal Improvement Project include $26.9 million in FAA
and FHWA grants and Airport reserve funds, and $171.4 million financed by the Airport’s new Series
2001 A General Airport Revenue Bonds. issued and secured with the new 2001 Indenwre. The 2001
Bonds are pavable only from a pledge of Airport revenues released by the 1982 Indenture Trustee after
satistaction of the 1982 Bond Indenture requirements, and from a pledge of a portion of the Atrport’s
Passenger Facility Charges, The financing plan includes separate calculations of annual debt service
attributable to the PFC eligible and non-cligible project costs. Non - eligible debt service is further
segregated into airling and non-airline portions in order to facilitate the appropriate charge back of debt to
the airlines. The airline portion of the debt service is capitalized through completion of construction in FY
2004,
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The Airport’s net revenue for 2001 Bond debt service. afier pavment of the 1992 Bond debt service. is
projected to increase from $8.9 million based on the FY 2001 Budget to $13.5 million in FY 2005 after
the period of capitalized imerest. Net Airport revenue continues to increase steadily through 2030, PFC
revenues are projected consistent with the enplaned passenger forecast, a net charge of $4.42 per enplaned
passenger, PFC-paying passengers equivalent to 95% of total enplanements. and a charge effective date of
May 1. 2001. PI:C revenues are projected to increase from $14.5 million in IY 2002 to $18.8 million in
2013, well above the pledged PFC revenues equivalent to 1.25 times debt service atiributable to the PFC-
eligible project costs. Tt is projected that all PFC-chgible debt service will be collected by March 30,
2013,

Coverage on the 2001 Bond debt service 18 determined by dividing the sum of net Airport revenue for
2001 Bond debt service, pledged PFC revenue and interest carnings on the non-PFC 2001 Bond reserve
and construction tunds by total 2001 Bond debt service. Coverage of 2.24 is achieved in FY 2002, which
declines to a low of 1.64 in I'Y 2005, far ubove the requirements of the 2001 Indenture, Coverage then
increascs steadily through 2030,

Strong coverage, clearly demonstrated pursuant to the 1982 and 2001 indentures based on conservative
assumptions for passenger trattic and Airpert revenues. forms the basis tor concluding that the Terminal
Improvement Project 1s financially feasible.  Economic prosperity, the advent of low fare service by
Southwest Airlines, very strong passenger growth in the past several years, capacity issues presented by
the age ot the Murphy Terminal, and support of the project from the aichines also clearly demonstrate that
the project is economically justified by passenger demand and well timed to facilitate anticipated growth.

It has been a pleasure working with you. the DOT management and stafl on this project, Tam contident
the Airport will enjoy continued operational and financial success in the years to come.

Please do not hesitate to call me it vou have uny questions or comments.

Sincerely,

THE LOUIS BERGER GROUP. INC.

Mark T. Daley
Muanuager. Airport Financial Services
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The Louis Berger Group, Inc. Bradley International Airport Terminal Improvement Project

L INTRODUCTION AND EXECUTIVE SUMMARY

Bradley International Airpert is a medium hub owned by the State of Connecticut and operated by its Bureau
ol Aviation and Ports. The Airportis situated on 2,358 acres of land 12 miles north of Hartford, Connecticut.
The Airport primarily serves the State of Connecticut. a highly developed. urbanized State located berween the
financial centers of New York and Boston. The Airport enplaned 3.7 million passengers in 20(K). The majority
of Airport passengers (99.5%) are origin and destination passengers in contrast to transfer passengers
associated with an airline hub.

The State is embarking upon a $198.3 million terminal expansion und improvement program for the Airport
referred to in this Report as the *“Terminal Improvement Project”™. The Terminal Improvement Project includes
constructing a new terminal building and 12-gate concourse. refurbishing the existing terminal complex.
constructing and renovating the aircraft apron areas. constructing a new federal inspection service building.,
making roadway improvements. and purchasing and installing new jet bridses, bageage conveyor belts and
other airline equipment. The project is the culmination of a thorough review and analysis of various
development alternatives including consultations with the airlines and appropriate Staie officials over a multi-
yeur planning, design and engineering review period. The purpose of this Report is to assess the finuncial
teasibility of the Terminal Improvement Project. The Louis Berger Group. Inc. (Berger) has independently
prepared this Report. in association with Trinity International Partners, Inc. Established in 933, Berger is
recognized globally as a leader in transportation consulting. Engincering News Record recently ranked Berger
3™ in transportation consulting and 5™ in airport consulting. With a professional staft of 3.000 and more than
80 offices worldwide including 30 in the United States. Berger is one of the world’s largest transportation
consulting firms.

Based on the analyses, assumptions and limiting conditions stated herein, Berger concludes
that the Terminal Improvement Project is financially feasible, economically justified by
strong passenger demand and well timed to facilitate anticipated growth.

Bradley International Airport was established as an enterprise fund ol the State in 1982, At that point in time.
new airline agreements were signed and Airport revenue bonds were issued to fund a [982 improvement
program that included expansion of the Airport’s main terminal building. then 3 1-years old and known as the
“Murphy Terminal™, to inctude a new Terminal A and Concourse C. Dedicated in 1986. the new Terminal A
und Concourse C expansion facilitated over a 100% increase in enplaned passengers. including 47% growth
over the last six years alone. In these six years, airline departures per aircraft gate position per day increased
from 3.7 to 5.5. Consultant engineer evaluations indicate that current passenger demand levels have begun to
exceed the design capacity of various components of the existing terminal complex. In addition, the Traltic
Analysis and Projection included in Chapter I of this Report concludes that enplaned passengers will reach 1.3
mitlion by 2010, which excludes the positive effects of the October 1999 initiation of air service at the Airport
by Southwest Airlines. Including the “Southwest Effect”™ (i.c.. extraordinary growth stimulated by lower
airfares and enhanced airline competition) results in the conclusion that enplaned passengers would reach 5
million by 2011). The evolution and age of the existing terminal complex. coupled with historic growth and a
very positive outlook for future growth, clearly indicates the Terminal Improvement Project is economicully
justified by current passenger demand and well timed to facilitate anticipated growth.

Berger also concludes that the Terminal Improvement Projectis financially feasible. This means that Bradley
International Airport is projected to fully fund its operating. maintenance and capital improvement costs.
including debt service on its 1992 Refunding Bonds and debt service on the new Series 2001 A Bonds being
issued to undertake the Terminal Improvement Project. throwgh Airport user charges and the capital financing
mechanisms available to the Airport. The Terminal Improvement Project financing plan and the financial
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projections supporting this conclusion are summarized in this Introduction and Executive Summary and
addressed i detail in the balance of this Report,

4 Financing Plan

The Terminal Improvement Project is estimated o cost a total of ST98.3 milhon including design (519.2
millionk, engineering (S12.0 million). construction (S148.2 million) and construction contingency (S18.9
milhon).  The source of funds for the project mcludes $26.9 illion in cash avialable through Airport
Improvement Program Grants, Federal Highway Administration Grants and the Airport’s reserve funds. and
S1714 million financed with the Series 2001 A General Airport Revenue Bonds. The 2001 Bonds are payvable
only from a pledge of Airport revenues trunsterred by the 1982 Indenture Trustee after satistaction of the 1982
Bond [ndenture requirements. and from a pledge of a portion of the Airport’s Passenger Facility Charges.

In structuring the financing plan. the State tfirst sought o maximize the use and leveraging of the Adrport’s PFC
revenues based on acharge of $4.50 per enpluned passenger and applicable project cligibility eriteria, and 1o
support the non PEC eligible project costs through General Airport Revenues, Based on the applicable project
eligibility criteria. the Terminal lmprovement Project includes SHO1.2 million in PEC - eligible project costs
and S70.1 mullion in non-cligible project costs. The financing plan includes separate calculations of annual
deht service attributable to the PEC eligible and non-ehgible project costs. PFC - eligible debt service is
based on a 30-year bond term. wrapped around a 20-vear bond term tor the non-cligible debt service. The
pledge of PFC revenues has heen established ac 125 amies PFC-eligible debt service, subject to the total PECs
to be collected for the project of S23 1.9 million ncluded in the Anports PEC Application. Non = eligible debt
service 1s further segregated into airline and non-airline portions in order to facilitate the appropriate charge
back of debt 1o the wirlines. The wirline portion includes capitalized interest through completion of
construction. at which pointin tme debt service is churged back. Table [H.3 in Chaptee [T of this Report
includes the [ull schedule of PEC — chgible and non-eligible debi service.

1 Pledged PFC Revenues

Pussenger Facility Charges are collected by airlines trom their pussengers on behalf of the airports that charge
them pursuant to rules adopted and enforced by the Federal Aviation Administration. These rules prescribe the
application process required o impose and vse PFC revenue including the detinition of allowable costs and
approved projects. Allowable costs include the reasonable and necessary costs of carrying out an approved
project including costs incurred prier (e and subsequent to the approval to impose a PFC, and making
payments tor debt service on bonds and other imdebtedness mcurred to carry out such projects. PFC revenues
and interest carmed on PEC revenues may only be spent on the allowable costs of an approved project. Eligible
projects specifically mclude construction of gates and related arcus at which passengers enplane or deplane
excluding restaurants, rental car. parking and other cancessions, The Aviation Investment and Relomm Act for
the 21™ Century (AIr 213 permits airports 1o impose PECs of up to $4.50 provided the project will make a
stgnificant contribution to improving satery and seeurity, inereasing uirline compeniiion. reducing current or
anticipated congestion, or reducing noise. The Connecticut Departiment ol Transportation has worked closely
with the FAA in order to document the components of the Terminal Improvement Project that are eligthle lor
PFC financing based on a charge of 5450 per passenger. Based on these consultations. the PFC Application
submitted to the TAA [or the Terminal [mprovement Project on Qctober 30, 2000 was for the authority to
imposc and use $231.9 mithon including clivible project costs of S101.2 million ples associated financing
costs of $130.7 million (reserve funds, cost of issuance and interest, ete.).

[t should be noted that the debt service schedules included with the PEC Appheation were updated on February
22.2001. The updated calculution of net debt service assoctated with PEC — eligible praject costs (PEC gross
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debt Tess PFC interest earnings and reserve) is $230.7 million. "The Airport’s authority to impose and use
PIFCs for the Terminal Improvement Project will ultimately reflect the final debt service schedules.

The PFC revenue projection is presented is Chapter IV.6 of this Report. 1tis hused on a net charge alter wirline
collection fees of §4.42 per enplaned passenger. The projection uses the Base Case enplaned passenger
[orecast presented in Chapter I1. a collection rate of 95% ol total enplancd passengers. a charge eftective date
of May I. 2001 and excess PTC collections for prior projects to be transterred to the Terminal Improvement
Project of $3.557. 718, The key determinant of PFC revenues. aside from the level ot the charge. is the
passenger forecast, Use of the Base Case lorecast results in enplaned passengers that are forecast 1o increase
from 3.4 million in 2001 1o 5.2 miilion by 2030. By discounting the Southwest Effect, the forecust of
passenger traffic in 2001 18 7.6% lower than actual 2000 enplaned passengers of 3.7 million,

In Y 2002, the Buse Case forecast includes 3.5% passenger growth. which declines steadily to less than 2.5%
srowth by FY 2008, less than 2% by FY 2011 and less than 196 by Y 2017, This produces the forecist that
enplaned passengers will increase from 3.33 million in FY 2001 to 53,19 million by FY 2030. The enplancd
passenger forecast 1s summarized below along with total PI'C revenue. PI'C eligible debt service and the

pledged PEC revenue.

Fiscal Year Enplaned Total PFC PFC - Eligible Pledged

Ending 6/30 Passengers Revenue Debt Service PFCs
2001 3,331,301 | $§ 5,889,073 | % - 3 -
2005 3,765,617 | § 15828622 | § 6,604,383 [ $ 8255479
2010 4,268,897 1S 17925099 | § 6605508 | 5 8256.885
2015 4,592,160 | § 19,282,480 [ § 6,637,595 | & 8,296,934
2020 4,768,699 | $ 20,023,765 [ $ 6,702,058 | § 8,377,573
2025 4,936,282 | $ 20727448 | § 11,281,785 | § 14,102,231
2030 5189,182 | $ 21,789.373 [ $ 11,280,813 | $ 14.101,016

PECs and interest earncd on
PFCs may only be collected for, 830000000
and spent on eligible. approved
projects. The Airport™s annual
PIFC revenue will far excewd the
Termina] Improvement
Project’s PFC eligible debt 50 500 000
service. Accordingly., a PFC
escrowaccount 18 being  s1e0.000.000
established.  PFCs and PEC
interest not used o pay annual $50.000.000
PHC-chgible debt service will

Status of PFC Collections

$250.000.00C

e Toral Giross 13oET Servce
3200.000.000 —— Outslarding Principal
—O— Escrow Balance

—M— Total Collections & Interest

EN . e 1 N N 5- » - .
be deposited into the PFC - § = 3 8 & 5 8 8 2 = & @ =
CRCTUWT aceount. When £ &€ £ £ £ ¥ & 2 & 8 g = % g

sufficiently  funded. the PFC

escrow account will be used to

pay the principal bulance of PFC-cligible debt service. It may also be used to finance additional PEC-cligible
projects subject to further PFC Application requirements and additional authority to use PI'Cs as governed by
applicable FAA regulations. Two runway reconstruction projects are presently identified as candidates for
future PFC spending in the event that FAA discretionary grant lunding is not availuble for those projects. It is
estimated later in this Report that the PFC escrow account would be sufficient to pay the principal balance of
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PFC eligible debt service in FY 2016 after ulso funding the two additional runway projects, Itis also estimated
that, in the event the 30-yeur PFC-eligible debtservice schedule was followed to completion in 2031, total PFC
collections and interest carnings would reach total gross PEC-eligible debt service by 2014,

The conservative nature of the Base Case Traffic Forecast and the extent to which PFC revenues exceed
PF C-eligible debt service provides the basis for concluding that the PFC component of the Terminal
Improvement Project is financially feasible,

Bradley International Airport has collected PFCs sinee Oetober | 1993, Collections at the prior rate ot $3.00
per enplaned passenger. made pursuant e live prior approved applications. have provided PIFC revenues and
interest of $44.4 million from FY {994 through 2000,

2 Airport Net Revenues

In addition to its PFCs, Bradley International Airport generales net revenues from airline and non-airline
sources that strongly support the non- eligible portions of the Terminal Improvement Project’s debt service.
The Airport has adopted the compensatory rate seuing methodology with its signatory airlines (those that are a
party to the signatory airline ageeement including American. Continental, Delta, Northwest. TW A, United and
US Afrways). The signatory airline agreements signed in 1982 will continue in elTect through June 30, 201 L. as
amended to incorporate various business terms required for PEC funding ot the Terminal Improvement Project.
The compensatory rate setting nicthodotogy has enabled the Airport to posiuon itself very strongly to
undertake the Terminal Improvement Project. In the compensatory approach to airport rate setting. airlines’
agree to fund only their allocated share of airport costs. but the airport reserves all concession and other
revenues unto itself to use for any authorized purpose. This contrasts with the residual rate setting approach
where the airlines agree to fund all wirport costs net of concession and other revenues. The non-signatory
airlines at Bradley operate pursuant to a short term agreement, pay higher landing feces and have no “Majority
- Interest™ approval rights over the Airports operaling budgel and capital projects.

The Connecticut DOT has been $9 00

N , Ratios Per
very  suceessful in reducing

$8.00 Enplaned Pax.

operating expenses and airline
costs on a per passenger basis  $7.00
while  at  the same  time

— = Non Airtine

) ) o $6.00 Revenue
increasing non-airhne revenues, .

operating income and the net 500 —— Operating
income  avatlable  for capital $400 Expense
investment in the Airport. As

indicated in Section [V.4B of 3300 - i —m— Operating
this Report. Growth im aicline spoo ? Income
revenues has been relatvely !

moderate and. consistent with >0 ! —&— Airline Revenue
the compensatory rate setting §

approach.  reflecuve  of  the 94 9% 8% 9 98 89 00

Airport’s abilily to control costs.

The rate of growth in non-airline revenues has exceeded that of the airline revenues. Al of these factors have
contributed 10 very strong growth in the Airport’s operating income.  In 1994, operating income was 59
million, In 2000, operating income stood at $19.5 millien. This has all oceurred during 2 time of strong growth
in the Airport’s enplaned passengers. In FY 1984 1otal enplaned passengers were 2.4 million. In FY 2000,
bl enplaned passengers were 3.5 million, Asa consequence of these trends. the Airpont expenses passed on
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to the airlines have actually declined by 10% on a per passenger baxis from 1994 through 2000, Quistanding
debt has been reduced significantly to the point of only $21.35 per enplaned passenger in FY 2000, and the
combined balance of indenture funds and accounts increased from 539 million to 854 nillion in the last 10)
yeurs.

Airline and non airline revenues, expenses, existing and future debt service and coverage are summarized
below:

Airline Revenues

The FY 2001 Budget includes $15.7 millien in airline revenue. The compensatory rate setting methodology in
cltect tor Bradley International Airport includes three airline cost centers (the Terminal Area. Apron Area and
Landing Area) and one non-airline cost center (Other). Operating expenses. debt service and amortization
expenses are allocated to each cost center. Allocated costs are then charged back to the airlines through
Terminal Buildiong rent. Apron and Landing fees as discussed in Chapter IV .4 of this Report. Since airline
revenues are a function of Airport costs, projected airline revenues are a function of the operating and non-
operiating expense projections made later in this Report. Airline resvenues are projected to increase from $15.7
million in 2001 to $38.9 mithion by 2030 based on the projections summarized below:

Operating Expenses — Operating expenses are projecled to increase ab rates of 2.0% 10 3.7% annually based on
a review of prior rates of change experienced at the Airport considering comparisons to consumer and producer
price indices. Operating expenses are projected from the FY 2001 Budget as the base year. Cost center
allocation ratios established in the FY 2001 Budget were held constant during the forecast period. Based on
the applied rates of inflation. operating expenses are projected to increase trom a totat of $24.6 million in FY
200t to $72.9 million by FY 2030. This projection includes incremental Terminal Building operuting
cxpenses of approximately $2 million beginning in FY 2004 associated with the Terminal Improvement
Project.

Non-Operating Expenses — Projected non-operating expenses primarily include General Airport Fund
contributions 1o the Airport’s additional capital improvement program. Over the next 30 years. il is anticipated
that the General Airport Fund will contribute $71 million to a totul additional capital program ot S173 million.
The balance of tunding for the program will be attained through Federal entitlement grants received annually
pursuant to the FAA™s Airport Improvement Program. and possible discretionary FAA grants or PFCs
excess of the Terminal Improvement Project’s debt service requirements. The additional capital program is
addressed in detail in section IV.3 of this Report.

Debt Service — Debt service {other than PFC-cligible is also allocated o the airhine cost centers und included
in projected airline revenue. Existing debt service allocations established for the 1992 Refunding Bonds are
continued for the remaining term of those bonds through 2012 except as moditied based on a partial advangee
refunding to occur in 2001 as discussed later in this Report. Non — eligible debt service associated with the
Terminal Improvement Project is also allocated to the airline cost centers based on an analysis of the arcus
benefiting from the debt presented in Section 1V .4.F. The airline share of non-eligible debt is capitalized
through completion of the Terminal Improvement Project. By FY 2003, total non-etigible debt service is $6.6
mitllien. $5.0 million of which is allocated 10 the airline cost centers.

Non Airline Revenue

The FY 2001 Budget alse includes $24.6 million in non-airtine revenue. The non-airline revenue sources
include aote parking. rental car, restaurants and other concessions, land and building rent. fixed base
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operations, other operating revenue and hotel commissions. Projected concession revenues, addressed in
Chapter 1V.5 of this Report. are based on the minimunm annual guarantees and percentage of gross receipts fees
established tn agreements awarded through the competitive bidding process. The restaurant concession has
typically yielded the minimum guarantes stated in the concession agreement. This is expected o continue
through expiration of the current agreement. In addition, no assumption has been made for revenues above the
minimum annual guarantees stated in the Construction, Financing and Operating Special Facility Lease
Agreement effective April 7. 2000, providing Tor the construction {presently ongoing) and operation of an
appraximately 3,450 space parking garage at the Airpart. This is because parking garage gross receipts are
pledged o the Airpert’s Parking Garage Trustee for pavment of debt service on the Airport’s Special
Obligation Parking Revenue Bonds. Series 2000 A and B. There is a separate and distinet guaranty from
APCOA/Standard Parking, Inc. (o make those minimum payments to the State should the revenue stream of
both the garage and surface parking operations be insulficient 10 make such payvments. The minimum
guarantee. and any additional profit sharing pursuant to the parking agreement. is treated as gross operating
revenue pursuant to the Airport’s 982 Bond Indenture. With the exception of auto parking. the projection of
concession revenues is based on escalating concessionalre gross receipts consistent with the Base Case
passenger forecast and 2% annual inflation, and calculating Alrport revenue consistent with applicable
percentage of gross receipts fees and mimmum annual guarantees. In 1994, the Airport’s actval concession
revenues totaled $14.0 million. In 2000, concessions yvielded total revenues 1o the Airport of $22.8 million. an
increase of 63% . The I'Y 2001 budeet includes 8214 million in concession revenue. Concession revenues are
projected o increase o S36.8 million by FY 2030 consistent with the above stated assumptions and
methedologies.

Fixed base operator fees. land and building rent and other cperating revenues are primarily hased on
comparable rates and negotiations. [n 1994, this other non-airline revenue totaled 2.6 million. Itincreased w
S3. 3 million in 2000 and was budgeted al S3.2 million in FY 2001, These revenues are projected to increase to
$5.8 million by 2030. Chupter 1V.5 ol thix Report also includes the detail descriptions of all non-airline
charges and revenue projections.

Net Airport Revenue

Airline and non-wirline revenues. together with interest earnings on the non-PFC accounts. produce total
revenues that inerease from $43.7 nuillion in the FY 2001 Budgetto 5116.4 million by 2030, After deducting
operating expenses and required deposits 1o the Operation and Muwintenance Reserve. that increase from $25.0
million in FY 2001 10 $73.5 million by 2030, Airport net revenues tor debt service increase from $18.7 in
2001 million to 542.8 million in 2030,

1 Application of Revenues

The application of revenues and caleulation of debt service coverage 1s presented in Section IV.7. To
summarize brietly, the Airport’s 1992 Retunding Bonds represent a prior lien on the Airport's gross operating
revenucs, as detined in the 1982 Indenture. As long as the 1992 Refunding Bonds are outstanding. all deposit
requirements of the 1952 Indenture must be Tulfilled hefore the State directs the 1982 Indenture Trustee o
transter funds lor the purpose of the 2001 Bond Indenture. When the 1992 Refunding Bonds are paid or
otherwise deteased. the 1982 [ndenture will no longer be in eftect. PECs are not considered to be part ol the
Adrports gross operating revenues under the 1982 Indenture. PFCx are considered as such under the 2001
Indenture and are “Pledged Revenues™ to the extent of 1.25 times the annual PFC-eligible debt service. Two
debt service coverage tests are required based on this application of revenuces. one for the 1982 Indenture and
one lor the 2001 Indenture.
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1982 Indenture

Coverage pursuant to the 1982 Indenture 1s determined by dividing the Airport’s gross operating revenues,
including funds in the Airport Coverage Account, less current expenses, by 1992 Refunding Bond debt service.
Bused on the financial projections presented later in this Reporto minimum coverage of 2,17 is realized in FY
2002, well above the 1.23 required in the 1982 Indenture. Coverage increases steadily through maturity of the
1992 Refunding Bonds in 2012,

2001 Indenture

Coverage pursuant to the 2001 Indenture is determined by dividing 1982 Indenture Funds transferred alter
satistaction of the 1982 Indenture deposit requirements, together with pledged PFC revenues and interest
carnings on the non-PFC 2001 Bond reserve and construction funds. by the 200 Bond debt service. Based on
the financial projections presented later in this Report. minimum coverage of 1.641s realized in FY 2005, well
aborve the requirements of the 2001 Indenture. Coverage increases steadily through maturity of the 2001
Bonds in 2031,

Bradley International Airport Terminal Improvement Project
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Strong coverage. clearly demonstrated pursiant to the 1982 and 2001 indentures based on conscrvative
assumptons tor passenger traffic and Airport revenues. forms the basis Tor conctuding that the Terminal
Improvement Project is financially feasible. Feonomic prosperity. the advent of low Fare service by Southwest
Airlines. very strong passenger growth in the past scveral vears. capacity issues presented by the age of the
Murphy Terminal, and support of the project from the airlines also clearly demonsirate that the projecet is
economicatly justitied by passenger demand and well timed to facilitate anticipated growth,

Projected Terminal Building rental rates before and after the Terminal Improvement Project are shown below.
The projected rental rates have been developed in accordance with the Airport’s compensatory rate setling
methodology and applicable PFC regulutions, To summarize briclly, project costs financed by PFCs muay not
be included in the atrline rate bases iand the Stute may notcharge less for a PFC-financed 1erminal than it does
for « comparable non-PFC-financed terminal. Accordingly. the State has agreed with the airlines to blend non
PFC- ¢hgible debt service allocated to Terminal A. Concourse C and the new terminal and concourse into a
single “Unified Terminal™ rental rate. Ax indicated. use of the Unitied Rate actuslly Towers the rental rate
charge tor Terminal A and Concourse C.

Total Terminal Building Rental Rates

Terminal Rental Rate FY 2002 | FY 2003 | FY 2004 | FY 2005 | FY 20086
Conc A Delta S21.00|% - 5 - $ - & -
Conc.A American $21.00| 5228658 - $ - $ -
Conc A Other $2100[s2265(|8 - $ - $ -
Conc. B $21.00 | 52253 |%2588|%27.89](% 2855
Murphy Terminal $ 3088 |853324|%$3312 853427 %3494
Intl. Terminal $28221829.72|52005(8 298153047
Terminal A $4438|$4592 | 5456854712 $ 4778
New Terminal $2003 (5217183731 | 541845 4252
Unified Terminal $2003!%3686|540.73(S 4401 |5 4468
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II. TRAFFIC ANALYSIS & PROJECTION

Bradley International Airport primarily serves the State of Connecticut, a highly developed. urbanized State
located between the financial centers of New York and Boston, The State economy is strong. diverse and
resilient. providing both a sceure foundation and the opportunity for growth in Airport passenger traffic.
Personal income has been and is expected to remain among the highest in the nation. At $39.300 in 1999 the
State’s per capila income was 37.6% greater than the US per capita income. The Gross State Product has
increased steadily since the carly 19905, In 1998, the latest year for which information is available from the
United States Department of Commerce, Bureau of Economic Analysis (BEA}, the gross state product was
over 3142 hillion, representing 5.4%

growth from 1997, In 1999, .-
Gross State Product (Billions) B Agriculture

population increased for the fourth- $160 S o ;
consecutive year to approximately 3.3 $140 _ | OConstruction
million. Employment in the State has $120 _ = B ;3; ;}& Utiiities
increased  steadily since the early 310 |y & = ] £ j BWholesale Trade
199¢)s. and the unemployment rate has ggg 5= " sBa ] | f €1 Retail Trade
declined  steadily. At 1.9% in $40 g ﬁ Il "” "" m m : Ichernmen.t
December of 2000, the State is  g20 | L 5§ g E | OVenvfecuing

it
T
11
(I

O Services
BFinance

cxperiencing its lowest unemployment $0
in a decade, lower than both the
regional  and  national  rates.
Employment and the gross state
product offer diverse representation from the manufacturing. construction. agriculture. utilities. wholesale and

1997 |IIHIE]

1990
1991

1992
1993
1994
1995
1996
1998

retail trade. finance, services and government industries.

Three traffic projections have been produced lor specitic analytical purposes. These include Berger™s selected
forecast referred to as the Base Case. Berger™s aggressive forecast including the impact upon the Buse Case of
low farc service initiated by Southwest Airlines at the Airport on October 31, 1999, and the ComnDOT
conservative forecast of flar [.5% growth. The Base Case Forecast. presented herein. includes enplaned
passengers by market segment tair carrier. commuter and charter). and cargo tonnage by market segment
(freight and mail}. The Southwest Effect Forecast, also presented herein. determines the incremental enplaned
passengers over the Base Case with no impact upen the Base Cuse curgo forecast. In addition. general aviation
activity is expected to grow slowly - about [,5% annually, <imilar to recent FAA national forecast rates, and
Military operations are expected to remain relatively constant or decrease in the {uture. In any case. general
aviauon and Military activity will not significantly affect terminal use.

The purpose of the Traffic Analysis and Projection 1s to document the geographic area served by the Arport
{including its economic base and demographics) to quantify the Airpert’s historice traffic levels and 1o project
this tratfic for a thiny year planning period. The Traffic Analysis and Projection directly affects revenues
forecast from such sources as the Airport Improvement Program. Pussenger Facility Charges and concessions
and is a critical element in determining the financial feasibility of the proposed Terminal Improvement Project.
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1. AIR SERVICE ARFEA

Bradley International Airport is situated on approximately 22338 acres of land located mainly in the town of
Windsor Locks, Connecticut. approximaiely 12 miles north of Hartford Connecticut, and 12 miles south of
Springficld. Massachusetts, adjacent to Interstate 91, Airport passenger surveys from previous studies indicate
that the Adrport service arca is centered on Tarttord County . the ground travel origin of 34 percent of enplaned
air carrier passengers. Bevond Hartlord County, the airservice arca is primarily defined by most of the State
of Connecticut as well as southwestern Massachusetts,

Survey findings have historically shown that roughly 89 percent of passengers enplaning at the Airport
originated in an area comprising the entite State of Connecticut minus Fairfield County. plus the two
Massuchusetts counties of Hampden and Hampshive, For the purposes of forecasting activity at the Airport.
this arca {outlined in Figure [E 11 is defined as the Primary Airport Service Area. Other than Massachusetts.
additional pussengers drawn from bevond the Primary Airport Service Area come from eastern New York,
seuthern Vermont and western New Hampshire, These non-Massiachusetts out-ol-state passengers make up
only asmall proportion of total passenger volume. accounting tor barely over one percent of enplanements.
[t is anticipated that the Primary Airport Service Area outined in Figure 111 may expand with the introduction
o! low fare service by Southwest Airlines amd stepped up marketing erforts by the Siate. The service area
could expand (o include Fairfield County. central Massachusetts and the Interstate 84 corridor deeper into
castern New York State. Recent survey findings released by the State indicated succeess in increasing use of the
Airport by Fairfield County residents. Service area expansion into further outlving regions may also oceur
dependent on the route structures and fures available at the airports serving such regions. However. the
existing service by Southwest at Providence and Muanchester. and the recently initiated service at Albany. may
preclude service area expunsion in those directions.

Ffigm'c [11 — Bradley Tnternational Adrport: Primary Adrport Service Area
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It should also be noted that the Southwest strategy of low fare service has tended to increase the number ol
pussengers derived tfrom an existing service area more than expand the service area, Thix occurs because
pussengers are attracted from alternate modes of transportation. and are attracted to travel when they otherwise
would not have traveled in the absence of the low fure service.

2. POPULATION, INCOME AND EMPLOYMENT

A growing population. high income and
cmployment are key indicators of the strength - Table 11.1

of the Airport Service Arca and the base of  Population Trends in Bradley Air Service Area
Arwport passenger tratfic.

) o . ‘ L Primary Service | Connecticut
1 h-., .L nlljtcdh States lfil.llrcuu pt ]Ih(.‘g({.cnhllh‘ Year Area Population Population
L..:s[II'lhlIt‘ the population ot the S tate ot 1995 3026181 3.061.812
Connecticut to be 3.271.069 persons in 1998,

o . . 1996 3,023,394 3,263,210
This mereased shightly to 3.282.031 1n 1999 1997 3003121 3067 240
and 10 3 405,565 in 2000 representing the fifth- L =
consecutive annual increase. The State has a 1998 3,024,700 3,274,069
relatively high population density of 677 1999 3,029,868 3,282,031

persons per square mile as compared Lo the  Seurces: US Bureau of the Census: The Louis Berger Group. 1999

national rate of 77. The Primary Airport

Service Area is someswhat lower at 3.024.700 in 1998 and 3029868 in 1999, Tablc 11,1 shows population
trends in the Air Service Area since 1995, Due 1o the exclusion of Tast-growing Fairficld County. populiation
trends i the air service area do not exactly mirror those of the State of Connecticut. 1t should be noted that
total annual enplanements in 2000 were 3.676,973.

Income 111 the Air Service Areais also largely determined by trends in the State of Connecticut, United Stutes
Burcau of the Census estimates for 1998 place Connecticut first among the [ty states in terms of per capita
personal income at 537,600, 11 percent higher than New Jersev. the second-runking state. and a full 42 pereent
above the national average'.  Data from the BEA indicates that per capita income i Connecticut rose to
S3U_ 3001 1999, which wus 37.6% greater that the United States per capita income,

Totad emplosment in the State has also risen consistently since 19920 Ay indicated i Table 112, 1992
cmplosment of 1.921.402 rose 10 2,070,064 by 1998, Datc available from the US Department of Labor,
Bureaw of Labor Statistics, demonstrates continued growth in non-ugricultural eraployment of 1.747% in 1999,
The State’s unemployment rate has declined steadily. and at just 1.9% in December 20000 was less than half
the National rate of 4.0% .

Increased employment retlects improvement in the tinance, insurance and real estate (FIRE) industries, with
199% job growth in that sector of 3.4 percent. Other fast-growing sectors include services, which increased
employment by 3 percent, and construction, which increased by 3.4 percent. Connecticut’s manutacturing
sector has essentially stabilized and still accounts for over 17 pereent of the Stae’s employment.

Persenal income s comprised of net carnings by place of residence, dividends, imterest, rentand transler pasments,
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Table 1.2

Bradley International Airport

Employment Trends in the Bradley Air Service Area

Service
Year Area Connecticut
85 1,676,632 [ 1,889,470 | 5 500000 Emplayment Trends
86| 1,733,261 1,948,058
87| 1.780,763 1,996,817 2.000.000 M
88 1.837,107 | 2,056,636 o009 000n 5 o0 o000
89| 1,835,830 | 2,050,464 | 1.500.000
g0} 1,806,967 | 2,017,466
S1l 1,732,884 | 1,940,067 | 1.000.000
92| 1,717,476 | 1,921,402
93| 1,728,441 | 1,942 458 500.000
94| 1,719,613 | 1,927,261
951 1,739,518 t 1,951,603
a6 1,768,423 1,987,022 85 86 87 88 B89 90 &1 92 93 94 095 96 97 98
97| 1.804,906 2,029,415 —O— Service Area —fll— Conneclicut
98] 1,844,486 | 2,070,064

Somrce Connecticat Department of Labor. Massachisetts Depactrieat of Employment and Traming: The Lowis Berger Group. Ine. 1999
3. ECONOMIC PROSPECTS

Significant employers in both the Air Service Area and the State of Connecticut include retail. government.
health services. and construction. The industries in which Connecticut has an above-average presence include
business services, FIRE. transportation equipment. machinery and computer equipment. electronic and
electrical equipment, printing & publishing and chemicals - all industries that tend to generate above average
wages per employee.

The general consensus is that the prospects for the economies of both Connecticut and the Air Service Area are
good. State unemployment at 3.4 percentin 1998, 3.2 percent in 1999 and 1.9% as of December 2000 are all
well below the historic national rates.

Table 1.3

Employment Growth

in the Bradley Air Service Area

A key reason for optimism regarding the area’s prospects is the
high skill levels of the worktoree. As discussed in a recent study
by the University of Connecticut’s Center for Economic Analysis.
the State of Connecticut ranks third, and Muassachusetts first in the

. : , _ Total Service
proportion of state populations that have obtauined college degrees. Period | Employment| Sector
Such a highly educated workforce s usually mdicative ot 398~ 2000 150%|  2.40%
productivity in the workpluce as well as adaptability to new 5001 - 2005 1 20% 5 00%
technologies and management practices — all factors that bode 5506~ 2010 1.00%]  1.50%
well for the area’s economic prospects, 2011 - 2015 0.70%| 1.10%
2016 - 2025 0.30% 0.60%
Table 11.3 outlines the forecasted annual growth in employment  [202g - 2030 0.50%|  0.70%

for the Air Service Area, both for total employment and service
employment. The growth trends are based on forecasts for the
Connecticut economy that are produced by the BEA. These

Sources: US Department of Commerce, BEA
The Louis Berger Group, 1993
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forecasts are particularly important since they play a vital role in the passenger forecasts produced by Berger.
While the BEA's forecasts are undoubtedly conservative over the long term. they were used for the sake of
producing fairly conservative enplanement and operations forecasts.

4. AIR SERVICE HISTORY

The Arrport opened i 1941, when it was developed as a military airport. In 1947, the airport inaugurated its
first commercial flight, and the following year the conversion to commercial use was formalized when the
federal government deeded the facility to the State of Connecticut. A major increase in terminal capacity
ocewrred with the completion of the Murphy Terminal in 1952, By the 1980 s, as annual enplancments were
well over one million. and capacity constraints necessitated a series ot additional improvements, the most
notable bemng the completion of i new Terminal A and Concourse C. Recent or ongoing improvements at the
Airport have included expanded carge facilities, runway reconstruction, access roadways. a new control wower.
and a new 3,500 space parking gurage (now under construction).

Alrservice activity at the Airportincludes air carriers, commuters. charter operators, same military flights and
4 signilicant amount of all-cargo service. Major passenger markets during the 1990 10 1998 period consisted of
various Florida destinations (which by 1998 accounted for 204 percent of enplaned passengers), Calilorniu.
Chicago. Washington. DC. Texas. Atlanta. Pennsylvania and Ohio destinations. By 2000, the air carriers
represented approximately 94% of total enplaned passengers. The dominant air carriers were US Airways and
Delta with approximately 23% und 22% . respectively. of total enplanements each. followed by American and
United with 12% and 10% respectively. Southwest Airlines, which introduced service in late 1999, sccounted
for 10% ot annual 2000 enplanements. No other major carrier represented more than 10% of enplanemenis,
America West. Continental. Midway. Midwest Express. Northwest and TWA all combined for 17% of tota)
enplanements. I is expected that competition within the airline industry will continue 10 be closely monttored
by the US Department of Transportation with the goal of mamtaining continued downward pressure on fures,
The airlincs are becoming increasingly sensitive to the US DOT concerns over airling competition s
demonstrated by the structuring of the United / US Airways merger and the TWA bankrupley and takeover by
American. For example. the agreement between United and US Airways includes the spin oft of DC Air with
American Airlines as its partner, United and American will also share the US Airways Boston. New York,
Washington shuttle service. These airline mergers and takeovers are not expected 10 have a significant effect
on the services provided at the Airport.

A review of the January 2001 Official Airline Guide indicates thut the Airport currently serves 38 non-stop
destinations with 1,087 weekly departing flights. These [Mights provide total capacity of 107.163 weekly
departing seats (5,572,246 seats annually). The breakdown of tlight offerings is as follows:

Mainline carriers with jet service: 67.0%
Commuter/propjet tlights: 10.5%
Low fare carrier flights: 22.5%

The distribution of mainline jet flights at Bradley is: US Airways (18% ) Delta (1 1% ) American (1170,
United (10%). Northwest (6% ). TWA (3%) and Continentad (2% ). with others (Midwest Express. 1B,
Limited, America West. Midway) providing 6% of the total service, Commuter services are provided by US
Airways Express. Continental Express, American Eagle. America West Express. the Midwest Express
Connection, Air Ontarie. and Shuttle America. Low-fare carrier service is split amongst Southwest (114 ),
Delta Express (7% ) and MetroJet by US Airways (4.3% )
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The top ten destimations presently being served.
based on the number of weekly departing 1lights,
are Chicage (O'Hare and  Midway  airports).
Baltimore/Washington,  Philadelphia,  Newark,
Washington DC (Dulles and Nuational airports).
Syracuse, Buifalo. Rochester, Orlando and Atlania.
The flights to Newark (with o sinale exception).
Syracuse. Buffalo and Rochester, although requent.
arc  commuier  express  flights provided by
Continental and US Airways ining turbo prop
aireraft and regional jets with lower seating S
capacitics. The Delta flights to Atlanta. i contrast.
utilize equipment with relanvely  high seating
capacilies.  Accordingly. the top en destinations
based on the number of weekls departing seats are American
different than the flight frequency ranking, The top

ten  destinations based on departing seats are

Chicago  (O'Hure and  Midway  airportsi. Sarthwes!
Baltimore/Washington. Atlanta. Washington DC

(Dulles and  Nutional airports). Philadetphia,

Orlando. Pittsburgh., Charlotte. Cincinnai and

Detroit as show graphically above. United

Top 10 Bradley Destinations

12.000 i
9 SRS

10,000
8.000
€.000
4000
2000
ook -
il e Cf OQ?,

e ol
3 e o
i = )
((\0 ‘?'\\ Pl 24

14.000

Tolal Weakly Departing Seats

3

Share of Top 10 Destinations

No A hwest Continental

Us Air

Delta
The top 10 destinations represent 034 of the total departing seats. The number one destination. Chicago. is
served by United. with 43% of that market. and Aamerican with 434 cuch tlving 10 O Hare, and Southwesl
with 12% of the Chicago market flving 1o Midway, The number two destination. Balimore/Washingtlon, is
served by Southwest Airlines, with 68% of the market. and US Airways with the remaining 32%. Delta
exclusively serves Atlanta. the number three market. Delta, with 789% ol the market. also serves Orlundo.
Southwest Airlines also serves Orlando and has the remaining 2 1% of that route. The Washington market is
shared egually between United Airlines. flving to Dulles. and US Airways flying to Reagan National.
Philadelphia. Pittsburgh and Churlotte are served exclusively by US Airways, Cincinnati and Detroit are
served exclusively by Delta and Northwest Arrlines, respectively.

The other 28 destinations served out of Bradley represent 374 ol the total departing seats. In addition to the
carriers serving the top 10 desunations. and their respective express operations in these markets, other Bradley
carriers include Shuttie America, America West, Midwest Express. Air Canada and Midway Airlines. A
variety of destinations throughout the US and Canadacare served by these carriers including Toronto, Montreal.
s Vegas, Los Angeles. San Franciseo. San Juan. Phoenix, Dallas. Houston, Denver, Milwaukee. St Louls.,
Pulm Beach and additional cast-coast Cities,
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5. AIR PASSENGER ACTIVITY HISTORY

The Alrport has experienced 3.8% average annual growth in enplaned passengers trom 1979 through 2000.
Total enplaned passengers at the Airport in 1998 were 2.816.640 muking Bradley the nation’s 36th busiest
airport in terms of 1998 passenger velumes. In 1999, Bradley's enplaned passengers rose 13% 1o 3,177 478
moving Bradley up to the nation’s 53" busicst airport in terms of 1999 passenger volumes. Tn 2000. Bradley’s

enplancd passengers rose 16% to 3.676,973.

Total 2000 enplaned passengers included 3.413.303 major air carricr passengers, 183,115 domestic commuter
passengers, 40518 international commuter passengers. 2.852 domestic charter passengers and 19,183
international charter passengers. Bradley passengers are overwhelmingly origin-destination (99.5 percent). and
approximately half are leisure travelers, Adr carrier activity is entirely domestic. while commuster airlines
provide international flights to Canada. Charter flights have been mostly international. with service to Mexico
and the Canbbeiin being the typical offering.

Figure 11.2 and Table [1.4 details the growth of passenger volumes between air carriers, commuters and charters
between 1979 and 1999, It alse includes the total passenger counts and the actual growth rates experienced
trom year to year in each segment. Figure 11.3 shows that these different segments exhibited very ditferent
growth trends'. In particular, the commuter passenger segment has tended 1o grow more rapidly than air carrier
passengers. with commuter growth extremely pronounced during (wo periods. 1979 to 1981 and 199010 (99X,
The air carrier passenger segment, which accounts for 90 percent ol total enplanements, has grown more
slowly. il more predictably than commuter passengers. Charter passengzers. who account for less than one
percent of total enplanements, have been generally declining since the early 1980s, reflecting the national trend
generated by falling fares in the air carrier segment.

Figure 114 shows that total air currier and commuter enplaned passenger growth at Bradley exceeded the
national rate of growth in domestic. scheduoled airline enplaned passengers reported by the Air Transport
Association immediately tollowing the dedication of Terminal A and Concourse € in 1986, The national rate
ol growth then exceeded the Airport’s growth rate between 1988 and 1993, From 1994 through 1998, Bradicy
and US growth were equalized based on the 1983 index shown in Figure 1L4. The Airport is once again
entering a period of growth above what is being experienced nationally. The slower growth that occurred at
Bradley between 1988 and 1993 is largely attributable to two factors. First. as can be scen in Figure 115, the
price of air travel for passengers using the Airport” has been slightly higher than the national average. As
discussed later in this Report. the introduction of Southwest Airlines has significantly reduced this ditference.
Second, while the income levels in the Airport Service Area ure among the highest in the nation. the economic
growih patterns for the market areu had been. in the early 199075, slower than the nation’s. As 1s discussed
below, it is economic growth, rather than the level of income. which drives growth in enplanements. The
correlauon between cconomic growth i the Air Service Arca and passenger enplanements at the Airport is
significant. and this relationship is a primary aspect of the forecasting model developed for the Airport.

lasin Figure 1L 2. vanious figures in the Report are presented as an index. The data is converted {from absolute numbers 1o
an ndex {s0 that the value in the base vear equals T This allows the comparisan of growih trends for variables of different
magnitudes,

- Price of air travel is approximated by wsing airfine vield per possenver nife tuso known as revensie per passenger mriled.
The numbers represented in Figure L3 are inoreal terms, adjusted for inflation.
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Figure 1.2 - BDL Historic Enplaned Passengers
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Table 1.4
Bradley International Airport
Historic Enplaned Passenagers
Historic Enplaned Passenagers Historic Year to Year Growth
Year| Air Carrier | Commuter | Charter Total Air Carrier | Commuter | Charter | Total |
19791 1606516 29,176 | 34553 ] 1.670.245 n/a nia n/a n‘a
1980 | 1.400.874 63,582 | 26763 1491219 -12.80%)| 117.93%] -22.55%)] -10.72%
1981 1,213.036 93458 | 31.051 ] 1337545 -13.41% 46.99%|  16.02%] -10.31%
19821 1.152,156 97886 | 235521 1273594 -5.02% 4.74%)| -24.15%) _ -4.78%
1983 [ 1,410,887 87232 | 22766 | 1520885 22.46% -10.88%]  -3.34%| 19.42%
1684 | 1,494,233 115,676 | 18620 | 1.628.529 5.91% 32.61%| -18.21%] 7.08%
1985 | 1.660,041 134,958 | 13643 | 1808642 11.10% 16.67%| -26.73%] 11.06%
1986] 1,983,159 122,756 | 11.787 | 2117702 19.48% -8.04%] -13.60%]| 17.09%
1987 | 2.284.862 130,893 | 14.751 ] 2.430.508 15.21% 6.63%| 2515%| 14.77%
1988 | 2335327 144,451 | 17284 | 2.497.062 2.21%, 10.36%)] 17.17%| 2.74%
1989 22778393 148978 | 11400 | 2438271 -2.46% 3.13%| -34.04%] -2.35%
1990 | 2345422 159995 | 16,985 | 2522402 2.96% 7.40%] 48.99%| 3.45%
1M 2,158,369 128997 | 18623 | 2306989 -7.93% -18.37% 964%| -B.54%
1892 | 2,170.544 184,599 15.590 2370733 0 52% 43.10%] -16.28% 2.76%
1993 | 2.104.219 216,189 | 34420 | 2.354.828 -3 06% 17.11%] 120.78%] -0.67%
1994! 2151779 211899 32186 ] 2395864 2 26% -1.88%]  -6.49%]  1.74%
1985 ! 2294974 246,126 | 28236 | 2.569.336 6 65% 16.15%] -12.27%| 7.24%
1996 | 2415837 252,035 | 24196 | 2.692.068 5.27% 2.40%| -14.31%| 4.78%
1997 | 2442167 246,535 | 20367 | 2.709.069 1.08% -2.18%| -1582%| 0.63%
1998 | 2,521.526 267365 | 27.749 | 2.816.640 3.25% 8.45%| 36.24%| 3.97%
1999 | 2874632 278711 | 24135 ] 3177478 14.00% 4.24%| -13.02%| 12.81%
2000 3.431.303 223633 | 22037 | 3676973 19.36% -19.76%|  -B69%| 15.72%
Average Annual Growth (1979 to 2000} 3678% 10.184%] -2.119°%| 3.829%
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Figure 1.3
Growth Trends for BDL Passenger Segments
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6, AIR CARGO ACTIVITY HISTORY

All of the major cargo operators are represented at the Adrport. The primary contributors (o the Airports cargo
tonnage are listed below:

~United Parcel Service Lmery Worldwide

_Federal Express ' ] _ +_;\rrm\_'_,e‘_x_ir e |
_Burlington Air - I Airborne Express
Kity Hawk ) C DHL Aimays ]
Tradewinds International _ e _j
The Airport experienced 6.7% average
Table I1.5

annual growth in cargo activity {rom 1979
through 2000, The Airports total curgo
activityin 1999 was [93.4d Tons

BDL Carqgo in Annual Tons

representing 6.6% growth from 1998 wnd Year Freight Mail Total
making the Airport the nation’s 36™ husiest 1978 31,900 16,130 48.030
in terms of cargo activity. A 367 decline 1980 25,611 18.694 44,305
in freight activity in 2000 was ofiset by 9¢ 1981 16.714 14,397 31,112
increase  in mail - activity, As owith 1982 14,480 18,831 33.311
passengers.  different market  segiments 1983 15,210 19,463 34,673
within cargo  exhibited  signiticant 1984 73,759 23.151 96,910
differences in growth trends. As illustrated 1985 79,335 25,223 104,558
in Tubte [15. freight components of cargo 1986 47,681 28,266 75,947
far ouipaced the mail component in terms of 1987 69,201 31,419 100,620
arowth. with freight averaging  annual 1988 74,841 32,109 106,950
growth tin terms of tons passing through the 1989 88,018 33,075 121,093
Adrporty ol 3.2 percent [rom [985 10 1994, 1980 91,243 36,235 127,478
and mail 3.0 pereent. In wotal. air cargo at 1991 104,416 38,274 142,690
the Airport grew by 4.3 pereent during this 1992 110,508 38,107 148,615
period.  In comparisen. wital growth in 1993 117,930 39,797 157,727
cargo activity by US Airlines. both domestic 1994 127,454 31,994 159,448
and internatianal, between T988 and 1997 1995 115,040 39,437 154.477
was 5.3 percent a vear’, 1996 130,636 36,520 167.056

1997 135,294 37.293 172,587
The fast growth i freight is ted to the 1998 141.824 39,560 181,384
growth in trade generallv. as well as the 1899 149,934 43.507 193,441
declining real price of careo shipping. 2000 141,481 47,548 189,029
which Boetng estimates to have decreasad Average Annuai Growth {1979 - 2000) 6.742%
1m real terms h} kP! DCI‘L‘L‘HI sinve the L‘;11'|_\ Seewre s Conectieut Department ol Transport.ation

J9R0 s, At Bradley, rapid srowih has also
reflected the developmient of substantial wll-cargo activity, All-cargo aircraft presently carry 97 percent of
freight passing through the Airporte In compartson, passenger aireraft carry M3 percent of niail.

CThe national guwres represent grosatlt in by blometers, o slightly dilTerent imcasare.
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7. ALTERNATIVE PASSENGER DEMAND FORECASTS

Three alternative passenger demand forecasts have been developed for the purposes ol assessing the Airports
financing capacity and the financial feasibility of the proposed Terminal Tmprovement Project:

= Base Case — The "Base Case” represents Berger's expected future demand Torecast in the absence of Tow
lare passenger service started by Seouthwest Airlines on October 31, 1999, The Buse Case is the selected
lorecast used for the purpose of assessing the financial icastbility of the Terminal Improvement Project.

= Southwest Effect — The “Southwest Elfect”™ includes the impact of Southwest Airlines upon the Base
Cuse. 1t was developed and used for the purpose of assessing the Atrport’s financing capacity for further
expansion of Arport terminal facilities,

»  Conservative Forecast — The “Conscrvative Forecast” represents aflat 1.3% growth rate applicd to actual
1999 demand ievels. This projection was developed at the direction of the Conncecticut Department of
Transportation and used for the purpose ot preparing the financimg plan and other financial documentation
included with the Atrports Passenger Facility Charge Application submitted to the FAA tor the Terminal
[mprovement Project. The Conservative Forecast huas also been nsed w test the financial viability of the
Ferminal lImprovement Project pursuant to passenger demand levels that are. in the carly vears torecast (o
be considerably lower than the Base Case torecast.

8. BASE CASE DEMAND FORECAST

The methodology used tor the Base Case forecast is based on standard econometric modeling technigues. The
process involves building a model. based on regression analysis ol mstorical economic and passenger data,
which can then be used to project future demand for air passengers. The projections of future demand are
themselves based on projections concerning the future state of the economy tin this case, the regional economy
encompassing the Primary Airport Service Area) and Tuture trends in adir travel. The historic factors that are
considered in building the passenger demuand model include population. income. employment and airfares
evperieneed inrelation to the Airport’s enplaned passengers. all of which were previously discussed in this
Report. Separate forecasting models were constructed and evaluated Tor cach of the market segmenls tair
carrier and commuter), Additional information concerning the passenger demand models used in the Buse
Case Demand Forecast is on file with the Connecticut Department of Transportation.

Once the appropriate forecust models were identified. future enplinements were torecast, This involves
selecting o forecast lor the various economic vartables that drive the model. Alter a thorough review of
available economic torecasts for the Primary Atrport Service Area, it was decided (o rely upon the long-term
ceonomic lorecast produced by the BEA for Connecticut, which was deseribed in Scetion .30 The torecasts
used for growth in Primary Airport Service Arca for emploviment were previously outlined in Table L3, Tor
the assnmptions regarding future trends in airline ticket prices (or revenues per passenger miley. the FAA™S
long-term assumptions on national ticket price trends were vsed. As previously noted, it is expected tha
competition within the airline industry will continue 10 be closely monitored by the US Departiment of
Transportation with the goal of maintaining continued downward pressure on fares,

Feasibilioy Repori of the Afrpoet Fhwincial Cossneltant Puge - 11
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Table [1.8 summarizes the past  Table .8
trends in ticket prices (revenue per Historic and Forecast Air Carrier Revenues per Passenger Mile

passenger mile) between 1985 and Historic Forecast
1998, with the prices adjusied for Year Revenue (Cents) Year Revenue (Cents)
inflation and valued in constant 1985 11.94 19989 8.36
(983 dollars.  The table alwo 1986 10.59 2000 8.17
includes the torecasts for prices al 1987 1011 2001 7.99
the Airport. Consistent with FAA™ 1988 10.30 2002 7.92
. o T 1989 10.79 2003 7.86
national forecasts. prices at Bradley 1990 1095 2004 780
are  assumed o decrease by 1991 10.06 2005 774
approximately 0.1% annually unul 1992 9.48 2006 768
2000, and  remain  constant 1993 1017 2007 7.62
thereafter. 1994 9.70 2008 7.56
1995 9.24 2009 7.50
With respect Lo the assumed trend 1996 9.03 2010 7.44
in  airline  prices,  the FAA 1997 8.9 2011 7.44
1998 8.52 > 2011 7.44

assumptions that were used are
consistent, i net more
conservative. than those produced
by Boeing. the Air Transport Association and the [nternational Air Transport Association. The prevailing view
is that competition in the industry will not abate, and will continue 1o put constant downward pressure on tares
tor vields which are used to approximate lares). In addition. newer aircrafl continue 1o improve eon fuel
elficiency. resulting in continued decreasing consumption for the aireraft Neet over time,

Sonrges T Lonns Bereer Ciraup, [999

Ruosalis e el

The Base Case enplaned passenger forecast produced through the process ot econometric modeling is shown
on Table 111, As indicated. the Base Case Forecast results in enplaned passengers increasing from 3,12 to
5.22 million trom 1999 to 2030 with rates of growth significantly tapering off in the less predictable out vears
of the torecast. Average annual growth in enplanements for the Base Case is 1.7 pereent.

9. THE SOUTHWEST EFFECT

A special analvsis was carried out to estimate the effect on enplanement fevels of Southwest Airlines service at
the Airport. As has been seen at airports where Southwest has introduced its Tow-fare service. the increase in
enplanements has usually been dramatic. The average fare charged on routes served by Southwest has usually
lallen signiticantly, and lFares on routes aaof served by Southwest Airlines have often declined as well,
Southwest introduced service at the Adeport on October 31, 1999, The initial service consisted of 12 daily
Mlights, including ¥ tlights to Balumore™s BWIL 2 daily flights to Chicago Midwuay and one each to Nashville
and Orlando. Southwest has since added a tlight to Las Vegas. All Southwest destinations are currently being
served by existing airlines at Bradley. The questions that are raised by the new service are the following: To
what degree will Southwest service add to existing service or simply substitute lor existing service? In other
words, what might be the efiect on fures (and enplunement levels} on routes served by Southwest? Further.
what might be the effect of Southwest service on other routes not served by the airline? The answers to such
questions are important, and certainly necessary to form assumplions regarding future enplanements at the
Alrport.

Feasibilitv Report of the Airport Financial Convaltans Puage Il - 12
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The magnitude of the "Southwest Effect™ at the Airport is difticult to forecust using the cconomeltric model
developed for the Base Case IForecasl. since no long-term historic data exists on Southwest activity at the
Adrport. Therefore, the Southwest Eftect Forecast was developed by:

Considering what the effect has been at other atrports with Southwest Service:

Csumating the number of Southwest enplanements based on its service sehedule and load factor;
Estimating the number of Southwest pussengers that were drawn from other carriers at the Airport; and
Estimating the decline in airlares that can be expected at the Airport and introducing that decline into the
Base Case econometric model.

L L L L

Other Southwest Airports

The first step in estimating the Southwest Effect is to examine the growth patterns at other aieports. As shown
m Tuble 11.9. the observed pattern is usually for fairly dramutic mercases in enplancments following the
introduction of service. with the increase taking place in the first two to three years following the arrival of
Southwest.

Table 11.9
Enplanement Patterns: New Southwest Service
[A_irport ’| Increase in Enplaneni;is Fnllu;'mlg_|
- I Southwest Serviee:
| (1" vear of Southwest Servicey ' Year 1 Year 2 | Year 3 ’
_Providence - T.F. Green (1996) L +15% 1 +63%  'Na ]
~Omaha — Eppley Field (1994~~~ | +25% #+]3€’}: 1%
' Fort Lauderdale - FLI (1996) P +Io% 0% NAAL
Tampa Bay - TBI (1994 +14% | +10% ' N/A
Suli Lake City - SLCI(1994) +11% +6% 0% |
Spokane -S1(199h [ #15% . +11% B
_Boise = Gawen Field 1994 422% P 427% +5%
Juckson - Juckson Inl’] (1997 -3% S +HO% +i 1%
" Baltimore - BWI (1993; 35% |9 T3
. Nashville — Nashville Intl (1995} 145 7% 9%
I Br@i;’y “orecast with Southwest Effect +21% | +4% +3%

_(See Below) | : i - |

Source: Federal Aviation Administration {Historical Data), The Louis Berger Group (Brudley Forecast), 1999

From demographic. geographic and overall service level standpoints. Fort Lauderdule and Baltimore arc
considercd more comparable markets to Bradley than the other markets listed above. However. neither of the
markels is served by moere than one airport with service by Southwest. In addition 1o 1ts new service at the
Atrport, Southwest presently seeves T.F. Green Airport (63 miles cist of Bradleyy and Manchester Airport (105
miles northeast of Bradley), and recently began service at Albany International. This concentration of airports
served would indicate that the Southwest effect would he more dramatte at the comparable dirports than
Bradley.
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As indicated above, the most dranunic eltect was ohserved at Providence s T.F. Green Airport (65 miles east of
Bradley). Fuares on routes served by Sowthwest dropped an wverage of 47 percent in the first two years of
service. and Fares on routes not served by Southwest dropped by 14 percent as well. Overall. fares al TF.
Green declined by 37 percent on average for all routes. [nterms of enplanements, the eftect was also dramatic,
with total enplanements rising by 87 percent over the same two vear period”.

Of particulurinterest in examining the T.F. Green experience is te determine to what degree Southwest caused
anetincreasce inenplanements. as opposed to simply driving out existing service. [t uppears thatat T.F. Green,
Southwest service substantially increused the total number of enplanements only on the routes it served. While
fures on these routes decreased by 47 pereent. wotal enplunements inereased by over 260 percent, tor a demand
clasticity in the markets of 5.5 Elasticity measures over 1 are deseribed as “elastic”™, meaning that a given
percent decrease in price brings about a greater pereentinerease indemand. The elasticity measure implied tor
T.F. Green enplanements on Southwesi routes s very high. which may indicawe that a fairly important market
lor wir travel exists which is generated at the low fares offered by Southwest. [n the absence of low lares. itis
believed these travelers use a diflerent mode (or a difTerent airport such as BOS) or simply do not make the
trip.

One should temper the findings regarding the “Southwest Effect” at T.F. Green with the observation that
average fures at the wirport prior to the arrival ol the airline were quite high. [ early 1996, the average vields
(which are essentially @ measure of Fares) at the alrport were over 19 cents per mide, one of the highest levels ot
any US anrport. Following the wirival of Southwest, T.F. Green became, in two years, one of the airports
offering the fevvest fares in the US.

[t 15 unlikely that the “Southwest Etfeet™ will be as drwmatic at Bradley as it was at T.F. Green. and possibly at
the comparable airports (Baltimore and Fort Lauderdales. Firsto the plunned service 1 be oftered by the irline
is it miach smaller proportion of totd Bradley service than T.F. Green's. Futther, cunment levels of tares (or
vicldsy found at Bradley are not as high as wis the cuse at TUF. Green. Finally, Southwest service is already
avaluble at three of the region™s wirports 1Albany. T.F. Green and Manchester), reducing the scope for
attracting travelers trom these markets,

Southwest Enplanements

The number of passengers boarding Southwest ights can be estimated by determining the number of seats
being oltered hised on the seryice schedule and aireratt equipment type, and applyving an estmated load factor
Lo the setits being offered. This analysis assumes that cach of the 12 daily Southwest Airlines (lights scheduled
for the Airport will have an inmitial load factor of 66 pereent (the system — wide average tor the airline as
reported in the Airline Quarterls Financial Review, 47 Quarter, 1998). Based on the experience of other
airports. this load tactor is assumed 30% captured in year 1 and 100G captured in vear 2. The load factor
dectines to 6324 based on relevant dechnes anticipated in FAA forecasts nationally. In this analysis, by the
vear 2002, after load factors ace stabilized. Soathwest Airhines iy estimated to enplane 380,000 10 400,000
passengers per yvear. However, tus analyvsis assumes that all ol Southwest passengers are new passengers
rather than passengers drawn rom other curriers at the Alrport.

4 AN Providenee ToF. Green dita reported s contained i US Department of Transportation™s Deprestic Adefine Fares Comsnmer
Repori lanuary, 998
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Passenger Caplure

In order to estimale the number of Southwest passengers that are net new to the Airport, enplunement trends
tor all of the carriers and commuters serving the Airport for two periods of time relative to such an assessment
have been analyzed. Southwest commenced service at Bradley on October 31, 1999 The two periods
analyzed are June 1998 through February 1999 (trends prior to Southwest) and June 1999 through February
2000 (rends i the midst of service commencement). The detail analysis is on file with the Connecticut
Departnent of Transportation and summarized below:

The data elearly indicates that prior to the commencement of service. the total enplaned passenger markel was
9% to 13% greater than the prior yvear. After a very competitive first full month of the new service in
November 1999, the total enplaned passenger market was 144 w 19% greater than the prior year. Theretore,
it can be concluded that Southwest added approximately 5% to 6% to an already increasing enplaned passenger
market. Since Southwest captured 10% of the total market, it can also be concluded that not all of ity
passengers are “new’ . Analysis of the data indicates that some airlines actvally achieved greater growth after
Southwest than they did before Southwest. Other airlines were not influenced. but some experienced less
favorable trends. Therefore, it has been estimated that for every two Southwest enplanements, other carrier
cnplanements are reduced by onc.

It is umportant to stress that this analysis does not imply that Southwest will cause a decrease m total
enplanements for all of the other airlines. On the contrary, the introduction of Southwest has spurred
competition and resulted in a greater expanding market for all the airlines. Indeed. there are indications that
several airlines (such as Continental) are increasing their service 1o Bradley. while new entrants (such as
America West) have appeared.

Airfare Analysis: Change in Yields

Southwest historically has an cffect on airfares, The “Southwest Effect” typically causes lower lares thereby
increasing demand. Since change in yield is a major input into the Base Case maodel. a careful review of the
impact af Southwest on the Airport’s fares was conduocted.

Airtare data was collected trom Fare Audit, Inc., a firm that specializes in monitoring airfares for specific “city
pair” markets across the northeast. Fare Audit monitors two different types ot lares. restricted and unresiricied.,
In the case of Fare Audit’s data collection. restricted or excursion fares are considered to he the cheapest fures
with the most restrictions. {e.g. 7-day advance purchase, Saturday night stay. non-refundable. ete.d,
Unrestricted fares are collected under the presumption of a minimal restriction walk-up lTare. All fares collected
by Fare Audit are gathered on a 30-day conlorming schedule.

The mirfare data collected from Fare Audit consisted of twenty (260 Bradley “city pair” markets and the
restricted and unrestricted airtare for each market for cach month from June 1998 to January 2000. This data
did not include information on atrcraft equipment type, number of seats available and daily frequency of
thights. In order to obtain the remaining data, the Official Airline Guide (QOAG) schedules were accessed
through the Airport’s web site. These schedules provided all flights including connecting {lights 1o the twenty
destinations revicwed. For this analysis. only direct flights or 1lights with no connections were used. From cach
speaific “city pair’ market schedule, the aireraft equipment type und frequency were obtained.,

As part of the analvsis to determine the Yield per Seat Mile. 1t was necessary to determine the total seats
wvailable for each “city pair” market. Realizing that the number of seats available on an equivalent aircraft
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between two different airlines canvary an aserage wis deemed necessary for consistent outputs, The Average
Scats was derived by taking the number of seats availuble oo cach ivpe of pline and weighting that number
accordingly by the frequency of tlights that the airline has for that *city pair’. This provided the estimated Total
Seats Available for cach city pair’ reviewed. (E.g. Average Scats x Number of Flights). The product of Total
Seats and Airfare is the Gross Revenue for the “city par” for each month analyvred.

Next. total seat miles for each “city paiv’ market wus defined (Market Distance x Total Seats Availabie), The
market distance was determined by applying straicht-line distances determined from longitude and latitude
coordinates for cach City. To develop the average Yield per Seat Mile for the twenty (20} “city pairs™ analyzed,
grass revenue is divided by total seat miles. This was completed for each month analyzed from June 1998 1o
January 2000

The total average vield per seat mile at the Adrport for all City pairs for cach month was also estimated, on the
basis of the sum of Gross Revenues and Total Seat Miles of all City Pairs, The effect of Southwest Airlines, if
any. on average airtares at the Afrport was estimated on this basts, Figures [L6 and 11.7 display the results for
both restricted and unrestricted fares,

As indicated. decreases can be demonstrated i both restnicted and unrestnicted airfares. From the date that
Southwest actually started airline service ut the Airport (October 31, 1999, Yields per Seat Mile have fullen
13% lor restricted Tares and 36% for unrestricted Fares. From the date than Southwest announced airline service
to Bradley (Julv 13, 19991 Yields per Seat Mile declined 23% for restricted and 32% for unrestricted fures.

Rustricted Fares: [1 can be assumed that most leisure travelers will ly with some fare restriction to gain the
associated savings in ticket price. Thus, only one segiment ol the travel population is likely to consistently use
restricted fares. In addition. the airfare analysis indicates that the decline in restricted fares at the Adrport atter
the Southwest service announcement fellowed a sustained period ol increasing fares. In fact, the estimated
average January 2000 yield is 347 higher than that of June 1998, From the available data itis not clear that
Southwest will have a long-term impact on the viclds of restricted Tares,

Figure 1.6
Average Yield - Restricted Fares
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Restncted Airfares nave declined an average of 23% s rce tne Scuthwest Service was announced 10 July. 1838, Thease
airlares declined an average of 13%: when measurcd against the commencenent o' senace on October 31 1889
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Unrestricted Fares: Business travelers, who either have fewer cost restrictions or more rigid travel time
requirements. will use unrestricted fares. As seen by Figure 11.7. the substantial decline in unrestricted fares
tollowed a sustained period of more moderate decline. Clearly. Scuthwest has had a significant impact on this
category of lare. ConnDOT estimates that business travelers comprise about 49% of the airport”s passengers.

Figure 1.7
$1.3000 Average Yield - Unrestricted Fares
$1.2000
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$0.9000
50.8000
$0.7000
$0.6000
¥ ¥ F O E B OB X O OB S E I DS
S 2358535838 :322522383%3
The unrestricted airlares have dechned more dramatically. An average 32% decline s demaorstrated sincea Th;‘
Southwest service announcement. This dacling is 36% when measured from the commencemert of service

Considering these factors. Berger has introduced a one-time decline in average vields at Bradley of 139 into
the Base Case forecast model for the purpose of estimating the Southwest Effect forecast. This percentage drop
way estimated assuming (1) that the yields of restricted fares will not significantly change: (2 unrestricted tares
have dropped 32% since the service was introduced: and {3) tor planning purposes, the percent of unrestricted
tares should roughly equal the percent of business travelers (49%:). Thus. a little less that hall of the Alrport’s
tares have experienced a 32% drop in yield. Therefore, a 15% drop in average yield represents a conservative
estimate of the impact of Southwest Airlines on fares.

The Southwest Effect foreeast is presented in Table 1111 und Figure IL.8. The Southwest Effect forecust is
generated by combining incremental passengers boarding Southwest flights with the incremental passengers
{above the Buse Case) generated by introducing the 15% decline in yield to the Base Case model, These
incremental passengers are referred to as the Southwest Effects. As indicated. the Southwest Effect forecas
results in enplaned passengers increasing from 3.12 million in 1999 to 6.03 million by 2030. The “Southwest
Effect™ included in this forecast increases from approximately 0.6 million in 2000 1o 0.8 million in 20310).
Southwest enplanements at Bradley in 2000 were 380.587.

Feasibility Report of the Airport Financial Considtant Page If - 17



10. SELECTED FORECAST

Figure IL8 presented below depicts the Base Case. Souhwest Etfect and ConnDOYT Conservative forecasts of
enplaned passenger demand. The Base Cave Forecast has been selected for the purpose of determining the
financial feasibility of the Ternunal Improvement Project.. While Southwest Airlines has now successtully
served the Arrport for over a sear. and the Southwest Eifects have been realized, it is appropriate that the
financial projections vsed w determine feasibility are built upon conservative estimates of demand. The
enplaned passenger forecast s asignilicant impact on projected Airport concession revenues and Passenger

Facility Charges,

[t is of interest to evaluate these Torecasts 1 hght of other avafable Torecasts. [cappears that the Torecists Tor
Bradley are relatively consersative i compurisan 1o others. For example, the FAA torecasts Tor national
enplanement growth call for increases of 34 pereent a yvear o 20010, Forecasts produced by Bocing tor the
North American domestic market are even more optimistic than the FAAD with revenue passenger miles'
forecast to grow by 3.2 pereent annually between 1996 and 20006, A Torecast produced by the Tnternational Air
Transport Association was also relatively optimistic, seeing erowth m the North American domestic passenger
market as averaging 3.7 percent aoscar to 20000 Iy comparison. Berger's Base Cuse Torecust For 1999 through
2000 reflects average annual growih of 2.99% Cand the Southwese Etfect Torecast reflects average annual
erowth ot $.28% _cach with higher rates of growth uy the early years of the torecast iy indicated in Table 1111

Figure (1.8
Enplaned Passenger Forecasts

vzl S W. Effects
7.000.000
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s 1011 With
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- = =15%

0 Forecast

“As the average Tight somoreasing in length,a forecast P revenue posseger eiles sl rend w e higher than oane Tor enplunements,
Nesertheless, the Boeing furecgst for the wation s <till comsiderably more aptioeistie than the one procduced here for B,
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Table Il.11
Enplaned Passenger Forecast by Market Segment
Selected
{lermba Yoar Fnplnemenis D Camat: Bare (e Sunnld Tontal Whith Southnuasit el
Y Adr Clarmwer Conmuder { harter 2, Todd FY. Tobd Crmth RULE S [TTN Forevied {aunth
U 2521586 X735 7G| 2816840 2727 07 ni : 28166540 il
o 2.819.059 27871 2413 | 3121905 2,968,267 88 55573 3177.478 128
(r 2853930 pralicel 203 3.000.600 2,133,584 70 577373 3.67G.973 157,
tH 3.063.263 304040 M1E | AFTIAW 23n,an 47, 07 230 4.004.560 BE,
(e 3158357 TG 2413 3500438 3,446,600 15 £19.564 4120002 25,
e 3,240 32 T31.506 24136 |  AA04800 3552716 Al 531734 4,206,727 28
{5} 3343119 A5 21%| 312809 3,650,946 I B41.271 4B 28
] 3441813 0.387 4135 |  3863%B 3,750,617 JlF. 57 474 4433509 20
13 352441 372009 24135 | 390595 3,673,465 20, FE8,522 4559118 23
i 360018 334068 HAE | 4017385 2950,990 25, F73A56 4,687 242 34
[§-3 3653800 356,406 2413 | 4114510 AT 24, 591,187 4,805,607 27,
1+ 2783075 409,304 2413 | 4218515 4,165,513 247 700114 49196529 24%
1] 3874608 LR 58 MIE | 431778 4,260,897 25 7'535% 5006534 247,
1] 393560 432543 2413 |  4F70ME 4350613 1.9 721964 5101 &10 1%
12 3972 AR 442784 M| 4436462 4,408,704 1.4 ToRA54 E16749'5 1.5
13 4022435 53288 2% | 4406838 4,860 650 1%, f381% 5,234 %6 13%
14 407294 454,001 MAE | 451050 4,530,964 140 741883 53X 973 13,
15 4124108 474,986 M5 42820 4,552 160 14, 748724 5371954 1%
18 4149580 481 406 A% | 4855100 4639175 e Bk 5 407.250 07,
7 4175208 487905 1% | 48872653 4,671,187 075 756,558 54472811 07
I3 A200 596 434,501 216 | 47960 4,703,443 07 750,007 5475639 75
|4 420593 501,181 2% 475220 4,735,946 0.7 760477 5514737 0.~
Ry 4.253.060 i1 052 241%) 476138 4,758,600 0.7 7HE B9 A5AT 106 07
2 4279318 514,815 24135| 4818268 4,801,703 07 7E0 482 5,567,750 07
th) 4,905,749 21,770 24136 | 4851654 4,834,961 Q7 77307 5624 671 07
R 4332 43 328819 24136 | AR 4,868 476 27 76573 56651871 07
hll) 4,360,101 535,964 2413 | 4M9.200 4,902,249 a7 A5 S0 52 07
a5 4 3864 HING 2413 4 063,754 4,836,282 37 TERTED ST N7 [ "
2h 4420816 550,840 24136 | 500491 4,979,078 3% 789610 5,734 40K 10F;:
7 4,474,045 556,580 2413 SESTER 5,030,777 S0 706 525 5 HE PR7 10F.
R 451815 366430 241%B|  5108.283 5,063,023 P B01.498 500, 7R 10F:
X} 4 553 R 574,304 41| 5162.%t 5,135,822 ‘(P 807 553 5,965 683 10 o
3 2600209 582 468 241/ 526002 5,188,182 Y e 813627 59629 10Fe:
Average Apnual Growth (1999 - 2000) 1.7 2.1%g

1998 through 2000 reflects actual erplaned pessengers
Ncte: CY - Calandar Year  FY - Fiscal Year
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11. CARGO DEMAND FORECASTS

In & manner similar to the passenger sepments, separate econometric models were built for freight and air mail
cargo segments. As with passengers. cargo growth has been to a large extent encouraged by a considerable
decline in the real price of wr cargo shipping. Since 1973, cargo vields have decreased at an ¢ven faster rate
than passenger yields. averaging  -2.4

percent annual growth (and —[.1 pereent a

vear since 1990).  The assumptions Table I1.12

regarding future decreases used here are Forecast of Cargo by Market Segment

more conservitive than for passenger vields Total US Tons

as this faster rate of decline appears difficuli

10 m‘uintain. Other }'llljiilh]cx lhlu[ have Market Seament Growth
contributed 10 lt}c rap!d merease in curgn Year Freight Mail Total Rate
\.-('!IltlI'HL‘.h. ;ll.lhc. zﬁfl‘rpm"l ltwlufl.c.thc gj| (_“.\_Ih 1|.1 00 141 481 47548 189,029
hu.u_:ll_lL.‘an u-..,fr\-n_\- and incomes in the Airport 01 150,121 40,855 190.976 0%
Service Ared. 02 158,905 42196 |  201.101|  5.3%
. . 03 167.343 43.424 210.767 4.8%
Ax with the passenger forecasts. the separate :
forecasting models constructed exhibit very 04 176,228 44,690 220918 4.8%
good statistical results and are able 10 03 185.568 45.994 231.579 4.8%
replicate past cargo growth at the Airporl 06 195,439 47.335 242,774 4.8%
with high degrees of accuracy (see Section 07 205816 48.715 254531 4.8%
113 Tor details). Here oo, the lorecasts are 08 215.027 45.978 265,005 4.1%
based on the BEA economic growth 09 224,649 51274 275,923 31%
assumptions and  an - assumed  annual 10 234.702 52603 | 287305. 4.1%
decrease incargo shipping prices of | i1 245.205 53967 | 299,172} 4.1%
pereent w 2010, The results are outlined in 12 256.178 55366 | 311,544 4.1%
Table 11.12 and Figure 11.9 in terms of toial 13 265,845 56608 | 322453| 3.5%
tons shipped. Total cargo is lorecast 1o 14 270.870 57072 | 327.942 1.7%
orow from [89.029 tons in 200010 391,953 15 275.990 57539 | 333,529 1.7%
tons in 2030, with an average annual growth 16 281.207 58,010 339,217 1.7%
e of 2,46 pereent, 17 286,522 58,485 345.007 1.7%
18 289,615 58,720 348,335 1.0%
In comparison to other forecasts. these 19 292,742 58,957 351.699 1.0%
lorecasts are highly conservative. Boeing’s 20 295,902 59,195 355,097 1.0%
forecust for cargo growth in the North 1 299097 59,433 358,530 1L0%
American  market average 4.9 percent 29 302 326 50673 361,999 1.0%
annually between 1998 and 2007, and 5.1 o9 305,590 59913 365,503 1.0%
percent between 1998 and 2017, In 24 308880 | 60.155| 369,044 |  10%
comparison, the Bradley forecast for annual o5 312,224 60,397 372 621 1.0%
growth in cargo tmnage ol 3.8 pereen 26 315.595 60,641 376236 1.0%
between 1998 and 2007, and 3.4 percent 57 316,002 60,885 376,887 0.2
between 1998 and 2017, These results o8 997 585 61281 383,866 19%
imply relatively u.‘onse‘r\-'uli\-'c assunlplions in o9 206,208 61,680 387 888 1 0%
the Bradley curgo forecasts. particularly 20 320,871 62,082 291953 1 0%
over the medium- and long-term. Average Growth Ratc: 5 46%

. . . Scuree: The Louis Berger Group. 1599
Fhe cargo torecasts shown in Table 1112 do
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not vary between the aliernate passenger forecasts (Base Case and Southwest Eftect) discussed in the previous
section ol the Report.

Figure 1.9
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. TERMINAL IMPROVEMENT PROJECT

The proposed Terminal Improvement Project is designed to phase out use of the Murphy Terminal Building.
providing the terminal, airside and landside infrastructure needed to ease current congestion and facilitate
anticipated growth. The project is the result of a multi-year planning and design etfort conducted by HNTB
Corporation at the direction of the Connecticut Department of Transportation including extensive coordination
with the airlines and State-appointed otficials. The existing terminal complex and design of the Terminal
Improvement Project are summarized below along with estimated project costs and the plan to tinance the
project,

1. PROJECT DESCRIPTION

The existing terminal complex consists of three lerminal buildings: Terminal A. Terminal B (the Murphy
Terminal), and an International Armrivals Building (IAB)Y. Interior walkways. covering more than 1,600 linear
feet. connect the three buildings.

Approached from the southeast on the existing roadway netwaork. the first building encountered is Terminal A,
Terminal A is the newest of the three terminals. Dedicated in May 1986, Terminal A is atwo level lacility
containing three primary functional elements: passenger processing and service, baggage handling and
processing. and aircraft servicing. Termina!l A includes a single pier. designated as Concourse C. US Airways.
Continental Airlines. and United Airlines are the major carriers occupying Terminal A. Concourse C is
capable of supporting ten aircraft parking positions, accessed from the concourse by passenger loading bridges.
Between Terminal A and the [AB 1s an existing Sheraton Hotel that connects through non-secure walkways to
the lobbies of the three terminals.

The [AB is the second facility encountered on the roadway. 1t is presently being used by Southwest and
Continental Airlines. Southwest also has space in the Murphy Terminal, for the service itinitiated in October
[999. The IAB represents a linear concept. housing both terminal und concourse elements in a single structure.
The 1AB has also accommodated small commuter airlines and the charter airlines. It also functions as a
connector linking Terminals A and B.

The last of the three buildings is Terminal B (the Murphy Terminal). Dedicated in 1951, 1t is the oldest
continuously in-use airport passenger terminal in the United States today. Onginally built as u single level
terminal reflecting a simple linear concept. it has been added to and expanded over the vears with the addition
of two piers. designated as Concourses A and B, and three additional floors. It is now a multi-level facility
with departures and arrivals separated on the second and first floors. respectively. Airport administration is on
the third floor, and the main mechanical and electrical rooms are in the basement. The fourth floor is vacant
except for a security office. The terminal supports both apron level and concourse level holdrooms,

American. Delta. Northwest, TWA. Midway/Midwest. Shuttle America and Air Canada airlines operate trom
the Murphy Terminal. The Murphy Terminal has reached its maximum passenger capacity level due to
increased aireraft passenger loads. The limitations of the onginal designs, for a smaller fucitity, have resulted
inn spatial contlicts and passenger congestion in almost all of the public arcas of the building. Additionally, the
mechanical systems are antiquated and ad hoc, with two of three boilers dating from 1951 and second Moor air
conditioning provided by window units.
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Bradley International Airport - Existing Terminal Facilities

HNTB Corporation initially developed Tour basic terminal expansion alternatives that would meet the short-
term passenger demand requirements al the Airport. plus a no huild alternative, The alternatives ranged in cost
from 8§70 10 $210 million. with the no build alternative being the $70 million project duce to the age of the
Murphy Terminal.  Fhe alternatses developed are briefly highiighted below. The proposed Ternmmnal
Improvement Project evolved from Alternatives D and I based upon cost considerations, consultations with
the atrlines and the need to accommodate additional air service inttated by Southwest Airlines at the Airport
during the course of the terminal planning and desian stage.

Alternative A/B - The conceptual design for Alternative A/B wies i three unit terminal concept with (wo new
unitiermimals, AT and B similiar to exisung Terminal AL They would be linked to Terminal A via a 300-6040
[oot leng non-secure corridor on the depurture level. Concourse € would be extended by approximately 80-90

teet.

Alternative - Terminal Alternative C included one new unit terminal Al that would be buill to the cast of
existing Terminal A identical to that proposed in Aliernative A/B above. Concourse C would be extended
approximately 80-90 teet. Aliernative C retaimed existing Termunal AL the Sheraton Hotel and the connector to
the TAB.

Alternative I} - This alternative. und Alemative D1 deseribed below. was a significant departure from
Alernatives A/B and C deseribed above. While existing Terminal A would be retained. its processor element
wauld be expanded., improved and moditicd so that the overall impression will be a consolidited terminal
component. The atrside conponent consists ol three (3) concourses. two of which are angled at 45 degrees
totaling about 35 contact gates.

Alternative ID - The processor element for this Allernative s identical to Terrmunal Alternative D described
above, Both Alternatives D and D1 involve the expansion of existing Terminal A to the cast. The concepts
involve the retention of existing Termmal A and the Sheraton Hotel. which remain in the same location as they
are today. Conceprually. the new terminal expansion to the east would reflect the design of Terminal AL thus
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creating a simplicity and symmetry of space within the terminal complex. The difference in the two
alternatives is in the configuration of the airside or concourse clement. Terminal Alternative D1 contains
concourses that are parallel 1o existing Concourse C and connected to the terminal element by perpendicular
connecting commidors.

No Build - The No Build Aliernative evaluated the situation which would oceur if no new terminal 1s built.
The abscnce of a new terminal construction project would result in the need to rehabilitate the Murphy
Terminal. Elements of the required rehahilitation would include replacement of the upper level roadway,
cxpansion of the Tower jevel roadway, ticket lobby expansion. upgraded vertical cireulation. mechanical system
replacement and ashestos mitigation.

Proposed Project - The proposed Terminal Improvement Project is based on a thorough analysis of the
development alternatives. including consultations with the airhines and appropriate State officials over a multi-
year planning. design and engineering review period. Concourse A and a significant portion of the Murphy
Terminal will be decommissioned. The project includes constructing a new ternuinal and 12-gate concourse.,
constructing and renovating the aircraft apron areas, renovating the existing Terminal A. Concourse C and
JAB. constructing a new federal inspection building. making roadway improvements, and purchasing und
installing new jet hridges, baggage belts and other airline equipment. The Project. depicted graphically below,
is estimated to cost approximately $198.3 million.

Bradlev International Airport — Proposed Terminal Facilities

The new “Terminal Extension”™ and | 2-gate "East Concourse™ will be constructed immediately adjacent Lo the
eust side of Terminal A and Concourse C. which were opened in May, 1986, This will create a unified
terminal complex with 23 gates to be used by US Airways, Txelta, American. United, Continental and
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Northwest Amlines. Approximately 73% of passenger traltic will use this umbied complex. Terminal A and
Concourse C will be renovated to blend architeeturally with the new facility.

The mterior of the unified terminal complex will consist of new teket counters and airline offices. New
inbound and outbound bagease cluim devices will be instatled in Terminal A and the new terminal. and new
passenger waiting arcas will be added to Concourse €. Public restrooms. airline club space and other
amenities will be provided. The new erminal ied renovated Terminal A will include a new centralized
security checkpoint serving both concourses. New signage, seeurity system and o multiple use light
inlormatton display system (MUFIDS) will be provided. Exterior improvements will included new signage.
curhbside bageage cheek-in posttions, extenor lighting, apron lighting, new passenger loading bridges including
faed ground power systems and pre-conditioned air sysfems.

A madl-like concession area will be included in the new terninal. This will include a food court and news,
gifts, clothing. variety. and specialty vendor concessions. A professional airport management firm is proposed
to run the retatl operation v order W maximize Airport revenues. passenger convenience and customer
satisfaction.

The existing Terminal B will rematn. but only Concourse B adjacent to the TAR and a small section of the cast
end of Terminal B will remain open. The reminning gates sill be occupicd by the regional carriers and TWA
Airlines. Renovations (o the floors and walls will he undertaken and @ new elevator and escalator mstalled.
The LAB will be exclusively occupicd by Southwest Airlimes. The floors and walls of the public corridor arca
of the TAB w1l be cosmetically upgraded.

The aircratt apron will be reconstructed and an at-gate deicing Nuid runofl collection system will be mxtalled
around the new concourse and Concourse C.

The existing FIS offices will be relocated te o new two-gate, 25,000 square foot facility to the south of existing
Concourse A, Future developrient pluns will incorporate this building inte a new concourse proposed for this
arcu of the Airpeort.

The Airport access roadwiy system will be reconstructed to accommodate the new terminal. including
extending the existing upper level viaduct to the cast. adding an additional traffic lane on the lower level and
instulling new signage. Canopics will be installed above the arrival roadway to connect with the two pedestrian
bridges mom the new 3430 space-parking garige. which is currently under construction adjacent to the new
unitied terminal complex.

When completed. a total of 33 aireraft gates will e available at the Adrport including 12 at the new Fast
Concourse. |t Concourse C. lour at the TAB. live at Concourse Bl and two international gates at the new FIS
lacility.
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2. PROJECT COST ESTIMATE

As  noted  above.  the  Ternminal

Improvement Project is estimated to cost $100.00 — -
atotal of S198.3 million. This includes $80.00

design,  cngineering.  construction,

construction contingency. constraction $60.00

management and other services.  The $40.00

pericdd of construction comimenced in $23.91
calendar  year 2000 and  will  be $20.00 "t;:,.':
completed in 2003 with most of the % bRt
spending occurring in 2001 and 2002 as 2003

shown here.

The project cost estimate has also been broken down between the primary components of the project as shown
below.  This breakdown is necessary in order w0 administer the Airport’s compensatory rate sctting
methodology including the Terminal Building. Apron and Lunding Area cost centers used in setting airline

rates and charges.

J  Terminal - Including construction of the terminal and concourse expansion and the renovation of existing
Terminal A, Concourse C, Terminal B and the TAB at a tatal cost of $136.8 million as shown below:

= Terminal and Concourse Expansion - $99.773.685

»  Terminal A- S 7012139
= Concourse C- S 6.184.407

= Murphy Terminal- S 2.058.844

= Concourse B- S 2058844

= |AB- S 454,157

*  Airline Additions (equipment) S15.384.814

= Total Terminal- $136.827.190

< Apron — Including aircraft apron construction at Concourse C and the new concourse at a twlal cost of

526.8 million as shown below:

= (Concourse C Apron-
= New Concourse Apron-
«  Total Apron

S 2092422

$24,687.728
$26.780.150

2 Roadway- The total cost of the roadway projects is estintated at $13.298.405

a2 Jet Bridges- Acquisition and installation of jet bridges at a total cost of SH.890.000

2 FIS - Construction of the new FIS building estimated a1 $6.500.000

4 Parking Lot- Construction of a commereial vehicle parking lot estimated at $628.300
1 Other- Construction management and public relations services estimated at $3.419.900
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3. FINANCING PLAN

The lnancing plan is designed o maximize the use of available Federal grants and Aleport reserves. and thos
mimmize the amount of the project o be bond linanced. In addition. the amount ol the project to be bond
financed is designed o maximize use of the Airports Passenger Facility Charges (PFCs). The source of tunds
tor the Terminal Improvement Project includes $26.9 million in cash available through Airport Improvement
Program Grants, Federal Highway Administration Grants and Airport funds. and $171.4 million financed
through a pledge of General Airport Revenues (CGARY and 4 portion of the Alrport’s PFCs. The eligibility of
the various components of the Terminal Improvement Project tor these funding sources is discussed below.

AIP Grants - Bradley [nternational Airport s eligible tor and receives entitlement grants through the Airport
[mprovement Program administered by the FAA. The Airport’s actual entitlement for the vear 2000 was $1.9
miltion. which reflected entitlemient grant reductions assoctated with the Airport’s previous $3.00 PEC
program. The PFC program reduction was not in place Tor Federal Fiscal Year 2001 and the Airport
entitlement was $6.8 million. The luture annual entitlement based on the tunding formula established in the
Aviation Investment and Retorm Act for the 217 Century {AIR 21, assuming 3.2 million enplaned passengers
and a $4.50 PEC program reduction. is $2.4 million. Annual entitlements may be rolled over and accumulated
tor up to three vears before being spent on approved projects. Based on past and unticipated funding levels,
the status of the Airport’s grant spending and project eligibility. S11.2 million in AIP entitlement grants are
being dedicated to the portion of the Terminal Improvement Project representing apran construction at the
new concourse, This includes S8.5 million in 2001 from current and prior year funds rolled over, and $2.7
million in current yewr 2002 Tunds. The remaining costs of the Apron projects will he bond financed, $13.2
million of which is PFC — eligible.

FIWA Grants — The components of the Terminal Improvement Project representing reconstruction and
extension of the Airport access roadway system are chigible for grant funding by the Federal Highway
Administration. The Stae has executed a Federal Aid Agreement providing $8.7 mullion for the roadway
projects. The remaining costs of the roadway projects will be bond financed. $3.4 million of which is PFC ~
cligible.

Airport Funds — To date. the State Bond Commission has authorized the use of $24.8 million w fund various
clements of the Terminal Improvement Project including design and engineering costs, demolition of the
maintenance facility. utility relocation and toundation work. roadway construction and public relations. With
partial reimbursement of these awdvanced authorizations through project bond proceeds, the net cash financing
from the General Airport Fund will be reduced to 871 million which will cover the cost of design and
construction of the FIS Building {(86.5 millioni and the construction of the commercial vehicle lot (80,6
million).

Financed Projects  The S171.4 million of the Terminal improvement Project costs to be bond timanced
include terminal building and concourse expansion and renovation totaling $136.8 million. acquisition and
installation of jet bridges totaling $10.9 million. construction management and public relations services totaling
S3.4 mulhion and the portion of apron and roadway project costs remaining atter allocation of grants as
discussed above (520.2 million . A single 30 — yewr bond issue has been structured in support ol the project’s
financing requirements. backed by o pledge of GAR and a portion of the Arport’s PECs. [ structunng the
tfinancing plan. the Connecticut Department of Transportation has sought to maximize the use and leveraging
of PEFCs at the $4.50 level based on applicable project eligibhity criteria. and to support the incligible
components of the project through its GAR. The financing plan provides annual debt service based upon a 30-
vear GARB bond. For administrative and payment purposes. the bond will be treated as a 30-vear PFC--
eligible bond component wrapped around a 20-vear non-eligible GARB component, Further. the non-cligible
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compaonent will be divided into a portion chargable to the airhines. and a portion chargable o the general
Airport revenues. This configuration maximizes the use of PFC revenue. appropriately charges the airlines,
and minimizes general Airport debt service requirements.

PFC - Supported Projects: PFCs ure collected by airlines from their passengers on behali of the airports that
charge them pursuant to rules adopted and enforced by the Federal Aviation Administration. These rules
prescribe the application process required 1o impose and vse PIC revenue including the definition of allowable
cosls and approved projects. Allowable costs means the reasonahle and necessary costs of carrying out an
approved project including costs incurred prior to and subsequent o the approval to impose @ PFC, and making
payments {or debt service on bonds and other indebtedness incurred to carry out such projects. PFC revenues
and interest carned on PFC revenues may only be spent on the allowable costs of an approved project. To he
eligible, a project funded by a $3.00 PFEC must be adequately justified and must preserve or enhance salety,
security or capacity. reduce noise or furnish opportunities tor enhanced competition among air carriers.,
Eligible prajects specifically include construction of gates and related areas at which passengers enplane or
depluane and other areas related to the movement of passengers and baggage excluding restaurants, rental car
facilities. parking und other concessions, The Aviation Investment and Reform Act for the 217 Century (Air
21y permits airports 1o impose PFCs of up to $4.50 provided the project will make a signiticant contribution to
improving air safety and security. increasing airline competition. reducing current or anticipated congestion. or
reducing noise for people living near the Airport,

The Connecticut Department of Transportation has worked closely with the FAA in order to document the
components of the Terminal Improvement Project that are cligible for PEC tinancing based on a charge of
$4.50 per passenger. Based on these consullations, the PFC Application submitted 10 the FAA for the
Terntinal Improvement Project on October 3}, 2000 includes PEC funding ot the following components of the
project:

PFC — Eligible Project Costs

A Terminal Expansion and Renovation - S T4.237.659
2 Apron Construction - S 13.244.062
4 Roadway Reconstruction and Expansion - § 3386716
2  let Bridges - $ 10,395,000
4 Total PFC Project Costs - S101,263.437
4 PFC Financing Cost™ - $130,683,991
Jd  Totat PFC Application - §231,947.428

* Represents total 30 sear PFC bond debt service of 8231.947 428 on Pur amcount ol S HSTS0000. Tess construction fund deposits of
S101.263 4237 ws retlected in the October 30, 2000 PEC Application for the propeet. e should be noted that the debt service sehedules
included with the PFC Application were updated on February 22, 20000 The updated caleulution of ner debt seryies associated with
PFC - eligible project costs (PFC gross debt less PEC interest eamings and reserver is $230.7 million. “The Airport’s awhority to
mntpose and use PFCs for the Terminal Improvement Project will ultimately retTeet the finad debi servive schedules,
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Airport Revenue — Supported Projects: The components of the Ternunal Improvement Project not eligible
for grants or PFCs are swmmarized below:

==
-\.J
"
%
e
s
e

o Terminal Expansion and Renovation -

u  Apron Construction - ot

4 Roadway Reconstruction and Expansion - 5

d  Jet Bridges - 5 495000
A Other - S 3419900
4 Total GARB Project Costs - L 700098.103

Table BLT summarizes the source and use of funds among the various components of the Terminal
Improvement Project.

Table 1111
Bradley International Airport
Summary Source and Use of Funds
Airpart Revenue Bond Financing
Project AIP Grants FHWA Grants Funds PFC - Eligible Non - Eligible Total
Terminal $ 5 ) s 74237659 | § 62.589.531 | § 136.827.190
Apran § 11,198.265| 5 5 g 13 244,062 | & 2.337.823 |8 28,780,150
Roadway $ 5 8655840 [ 5 s 3386716 | S 1255849 1§ 13.298.405
Jot Brdges | $ 5 S 10.385,000 | § 495.000 | $  10.890.000
FIS g 5 $ 6.500.000 |8 $ $  @.500000
Par<ing Lot | § 5 § 628300 | % 5 $ 628,300
Other 3 5 ] ] - 3 3418800 | § 3.419.900
Total $ 11198265 | § 8655840 [ S 7128300 | 101263,427 | $ 70,098,103 | § 198.343,945
100%
| @AIP Grants
B0% |
| FHWA Grants
60%: |
: BFunds
AQ%.
0% PFC - Eligible
0% B Naon - Eligible
Terminal Apron Roadway Jet Parking Qther
Bridges Lot

As discussed ubove, the revenue bond financing structure provides anoual debt serviee based on o 30-year
GARB which is administratively treated as a 30-vear PFC eligible component wrapped around a 20-vear non-
chgible component. Applicable PEC regulations and the Airport’s compensatory rate setting methodology
require that this structure be administered 1 three components including the PFC - eligible component.
Adrport and airline related non- eligible camponents,
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The collection and use of PFC revenues and interest on PFC revenues must be separately acconnted for
pursuant to applicable PFC regulations. As indicated in Table [[1.2 below. the PFC — eligible component
includes wial proceeds of $110.5 million that provide funding for all PFC eligible project costs, debi serviee
reserve reguirements, cost of issuance. underwriter’s discount and insurance costs.

The portions of the project that are not eligible for PFC or grant funding primarily include the non-public arcas
of the terminal, Both airline and non-airline users benefit from the non-public areas. The airlines at Bradley
International Airport pay Terminal Building rental rates that include a debt service component. In addition, the
Terminal Improvement Project will be completed over a three-year construction period. Accordingly. the non-
cligible component has been separated into airline and airport components.  The airline portion includes
capitalized intercst through completion of construction, at which point in time debt service is included in the
airline rate bases. The Airport portion does not include capitalized interest. As indicated in Tahle TIL2 below.,
the non-cligible component includes total proceeds of $70.0 million and funds all non-eligible project costs.
Feserve requirements, cost of issuance. underwriter’s discount. insurance and capitalized interest on the airline
portion. The methodology used to establish the airline and Airport portions is discussed later in this Report.

Table lll.2
Bradley International Airport
Termina! Improvement Project Bond Structure

PFC Non - Eligible Non - Efigible
Eligible {Airling) (Airpart) Total
Bond Proceeds
Par Amount 109,865,000 60.380.000 21,190,000 191,435,000
Accrued Interest 430,319 229,147 79.715 739,181
Premium 57,390 1.255.485 432 222 1,745,097
Total 110,352,709 £1.864 632 21,701,937 193.919.278
Proceed Uses
Construction Fund 101,263,436 50.715.977 19 382,126 171,361,538
Debt Service Reserve 6,700,000 5,217,180 1,721.115 13,638,295
Cost of Issuance 250,000 250,000 250.000 750,000
Underwriter's Discount 878,920 483.040 169.520 1,531,480
Bond Insurance 1,259,959 518.289 177.878 1,956,126
Additional Proceeds 394 2.990 1.208 4. 682
Capitalized Interest - 4 B77.156 4,677,156
Total 110,352,709 B1.864.632 21,701.937 193,919,278

Table TI1.3 summarizes the annual debt service associated with the PFC — eligible and non-eligible portions of

the project.
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Table III.3

Bradley International Airport
Summary Gross Debt Service (Excluding Airline Capitalized Interest)

Broadley ternational Xirport Ferminal Improvement Project

Fiscal Non - PFC Eligible Total
Year Airline Non - Airline Total PEC Eligible Debt Service
2001] 5 & 5 - $ 5

2002] s S 1.195.725 | & 1.195.725 | 8 6454773 | § 7.650,504
2003| 5 S 1.719.571 | & 1.719.571 | § 6593633 ] & 8,313,204
20041 s 1.586.399 | § 1,720,546 | & 3.306.9465 | § 6.613.258 [ § 8.520,203
2005] 8 5216424 | & 1,718.446 | & £.933870 | % 66043831 % 13,538,253
20061 5 5.213.048 [ § 1.718.071 |8 6.931.120 | § 6592508 [ S 13,523,628
20071 5215174 | § 1,720,821 | § 6935995 | § 6603758 [ % 13.539.753
2008 s 5216424 | § 1.716.696 [ S £.933.120 | § 5,593.008 | $ 13.526,128
2009 5 5216549 | 5 1.720571 | & 6937120 | 6.580.6508 | & 13.527.628
20101 8 5215299 |5 1,717.321 1 5 6.932620 | % 6605508 [ & 13.538,128
2011) & 5,212,424 | § 1.716.946 | & 6.920370 | & 6,627,258 | 13,556,628
2012 5 5212549 | § 1,718.196 | 5 69317451 5 6.626.008 [ § 13,557,753
2013] § 5213221 § 1,718.303 | 5 £.931.523 | % 6631314 | 5 13,562,837
2014| % 5216649 | 5 1718428 | & 6.9350761 % 6641895 § 13.576,971
2015 $ 5216764 | § 1,716,174 | 8 £.935939 (5 6,637,505 | $ 13,573,534
2016 8 5214 877 | & 1,720,884 | § 6.935.761 | & 6,639.064 | § 13.574,824
2017] % 5214955 | S 1,718.303 | § 5.933.258 | 6.555.358 | § 13.588.615
2018 $ 5.216.055 | $ 1721115 [ & 6.937170 ] § B.675608 | & 13.612,778
2019| 8 5216940 | § 1720515 [ 8 6.937,455 | 5 6691158 1 8 13.628,613
2020] & 5217180 | & 1,716.540 | $ 6933720 ] % 6,702,058 | & 13.635,778
2021] & 5214190 1 5 1.718.245 | § 693243518 6707558 [ & 13,639,993
2022| 8 5217160 | § 1720225 8 6.0937.385] & 6,697.928 | § 13.635.313
2023] $ $ - 5 $ 11,279.186 | § 11,279.186
2024] 8 S $ - $ 11278545 | § 11,278 545
20251 % $ 8 5 11,281,785 | & 11,281.785
2026| $ 5 5 S 11.282.680 | $ 11.282 680
20271 % - 5 5 3 11,280,140 | & 11,280,140
20281 $ S - $ S 11.280.600 | § 11,280,600
2028 % g S 5 11.282.300 | § 11,282 300
2030| § g S % 11,280.813 1§ 11.280.813
2031] % S $ - S 11279625 | & 11,279.625
2032| $ 5 - 5 5 11.281.950 | § 11,281.950
Total [ § 95461280 | & 35575643 | § 131.036.923 | § 251,991 760 [ & 383,028,683
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IV. FINANCIAL ANALYSIS

I. FINANCIAL STRUCTURE

Bradley International Airport is owned by the State of Connecticul and operated by the Siate’s Department of
Transportation, Bureau of Aviation and Ports. The Atrport ix operated pursuant to the Enterprise Fund system
of governmental accounting. Enterprise Funds are used when itis the intent of the governing body to recover
the cost of facilities and services provided primarily through user charges. The State established the Bradley
Lnterprise Fund on November [8, 1982, The Fund was established in order to fulfill certain requirements of
the State’s 1982 Indenture of Trust pursuant to which the Stawe issued SHH million of Airport Revenue Bonds.
Prior to the issuance of the 1982 Airport Revenue Bonds and execution of the Air Carrier Operating
Agreemuents, the Ajrport’s books and records were included with other units ot the Connecticut Deparimeni of
Transportation and other departments of the State, The issuance of the 1982 Airport Revenue Bonds and
concurrent execution of new Air Carrier Operating Agreements marked the commencement of separate. stand
alone, accounting and financial management procedures for Brudley International Airport. These instruments,
together with the concessions and other agreements discussed later in this Report, provide the foundation upon
which the Airport’s current financial practices are based and upon which the financial feasibility ol the
Terminal Improvement Project has been assessed.

A) Existing Fund Structure and Debt Service

Bradley International Airport has undertaken three prior General Airport Revenue Bond issues including its
[982 Revenue Bonds, 1989 Subordinated Bonds and 1992 Refunding Bonds. The 1982 Bonds provided for
the financing of an existing terminal building and associated improvements. The 1989 Subordinated Bonds
and 1992 Refunding Bonds refinanced the 1982 Bonds. The 1989 Subordinated Bonds were repaid in 2001,
The 1992 Refunding Bonds remain outstanding and will be partindly advance refunded by the 2001 B Bonds.
Additional information concerning the prior bond issues is contained in Chapter 4 of the Financial Feasibility
Analysis for the Terminal Improvement Project on file with the Connecticut Department of Transportation.
The existing fund structure, balances and debt service schedules associated with the priorissues are highlighted
below:

*  Debt Service Fund - The debt service fund is held in Trust und used by the Trustee for the puymient of
debt service. It consists of the four accounts including the Bond Service, Redemption. General and
Reserve accounts required for the 1992 Refunding Bonds.

* Interim Reserve Account - This account was established for transfers ta the Revenue Fund in the event
that 1t was insufficient to fund the Bond Service Account. the Redemption Account and for the pavment of
Current Expenses. Monthly disbursements to this account from the Revenue Fund are S130L000 per
month for 24 months and S100,000 per month for the next 12 months until the balance equals S4.800.000.

If the Airport Consultant concluded that the State would not be able to meet its rate covenant in fiscal
years ending June 30, 1989 through June 30, 1991. the deposits to this account would be increased. The
monies in this account were transferred to the Revenue Fund at the end of Y (991 and the account was
subsequently closed.

»  Current Expenses - Disbursement of funds from the Trustee to the State for payment of current e xpenses
is made monthly after all required disbursements to the Debt Service Fund and the Interim Reserve
Account when it was active. The amount of the currem expense disbursement is caleulated so as (o
maintain o balance of such funds held by the State equivalent to the next two months current expenses in
accerdance with the annual operating budget.
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»  Operation and Maintenance Reserve Account - This account, which was ¢stablished as a sepurate
account in the Revenue Fund. s w be used Tor the payment of current expenses whenever the Revenue
Fund is insulficient tor such purpose. Dishursements to this accotunt are calculated so as to maintain a
halance in the reserve equivalent to 23 percent of the current annual operating budget,

= Airport Coverage Account — Extablished in the General Aarport Fund. this account can be used for any
purpose permitted for moneys in the General Airport Fund. Money held in this account is considered
gross revenue for the purposes ol the coverage requirement. as 1s money held in the Interim Reserve
Account deseribed above, Dishursements to this account from the Revenue Fund are caleulated so as to
maintain @ balance equivalent to 25 percent of (o) the sum required in such fiscal vear to pay interest on the
Notes and Bonds. excluding capitalized interest. and tbi the amount required in such fiscal year o pay the
principal of the Bonds.

= Note Repayment Fund - This fund wis estiblished for the pavment of principal and interest on notes
issued in anticipation of the bonds.

*  Improvement Fund - The Toprovement Fund is used for additions, expansions or improvements to the
Adrport other than the Improvements originally funded by the 1982 Revenue Bonds, The moneys held to
the credit of the Improvememt Fund are held i trast and disbursed by the Trustee at the direction ot the
State Bond Commussiorn.

= General Airport Fund - The balance of all gross operuting revenucs remuining atter monthly
disbursements to the above funds and accounts have been made is disbursed 10 the General Aarport Fund.
These funds are held on deposit until utilized in accordance with applicable provisions of the Indenture.
Translers from the General Airpert Fund may be made by the Trustee to the Redemption Account, Bond
Service Account, Improvement Fund. Note Repayment Fund or tor any authorized Arport purposes,

Table 1V. 1 depicts the balance of debt service due on 1992 Relunding Bonds from Bond Yeuar 2000 through
2012, and the current ratio of debt per enplaned passenger based on audited Bonds Pavable less Current
Maturities as of June 30 1998, 1999 and 2000, and assoctated enplaned passengers. The 1992 Refunding
Bondsare the only outstanding bond issues seeured with Arrport revenue at this tme. The 1989 Subordinated
Bonds were retired by the Stare with Airport revenues as of February 1, 2001, Table V.2 presenis the tund
structure and audited balances as of June 30, 1991 through 2000 maintained inaccordance with the provisions
ot the 1982 indenture discussed above, The Arrport presently enjoys very low debt per enplaned passenger
($21.35 for I'Y 20001, and has experienced strong growth in its total tund balances (from $39 to $54 million).
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Table IV.1
Bradley International Airport
Balance of Existing Revenue Bond Debt Service

6/30/98 6/30/99 6/30/00
Total Bonds Payable Less Current Maturities S 81,450,000 | & 77,970,000 | § 74,235,000
Fiscal Year Enplaned Passengers 2,727,407 2,968,267 3,476,803
Existing Debt Per Enplaned Passenger $ 29.86 | S 26.27 | 8 21.35
Bond 1989 Subordinated* 1992 Refunding
Year | Principal Interest Total Principal Interest Total Total
2000| % 140,000 | S 288,350 | S 428,350 1% 35950005 58671255 9262125 | % 9.690.475
20011 % 150,000 | $ 275575 | $ 425575]% 3860000 | S 5402893 |3 9.262893|3% 9,688,468
2002 $ 4150000 % 5119183 % 9269183 |35 9,269,183
2003 $ 4455000)% 4812083 | % 9.267.083|S 9,267,083
2004 S 4,7850001% 4482413 |8 92674135 90,267,413
2005 $ 5140000 |$ 4,128,323 [$§ 90268323 | S 9.268,323
2006 $ 55300005 37351138 92651138 9,265,113
2007 $ 5955000 |% 3312068 |S 9267068 |5 9,267,068
2008 $ 6405000]|% 2856510|S 92615105 9261510
2009 $ 60900000 (S 2366528 (S5 9266528 |5 9266528
2010 $ 74300005 1838678|5 9268678 |% 9,°268678
2011 $ B.000000|S 1270283 S 9270283 S 9,270.283
2012 $ 86050005 658283 | & 9.263.283 & 9,263.283
Total | $§ 290,000 |5 5639255 853925 % 74,810,000 | 456494835 120459483 | $ 121.313.408

* Retired by the State on February 1, 2001
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Table IV.2

Bradley International Airport

Bradley tnternarional Afvport Terminal Improvemenmn Project

Existing Bond Indenture Fund Structure and Account Balances

Indenture Funds

Fiscal Year Ending June 30

& Accounts {millions) 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
General Airport Fund $§ 531 |8 2895 11605 5185 782|% 592|% 1207{% 823{5 1398 |5 15868
Improvement Fund § 58615 427|% 453135 1205(5 102418 1170 % 11.50]% 1957 |5 1855 |5 1482
Reserve Account S 14105 1410 527 |% 927|% 927|8 929|% 927|% 925|%5 8815 851
O & M Reserve S 4565 476|6 472[1% a4V4|F 4935 496|% 524|% 525|% 536{% 576
Bond Service Account S 4435 6385 4321% 435|% 447[S 456 |% 466|% 476]% 485|% 408
Airport Coverage Account 5 2845 2845 2305 2306 229|§ 228|S 229|%5 229|35 229|% 228
Sub. Reserve Account 5 043|% 0435 043 0436 0438 0435 0435 0425 043|% 043
Sub. Bond Service Account 5 - 3 $ Qiasls 017|% 017]% 017|% Q16 |S 016(|5 0181% 015
Sub. Redemption Account 5 - 5 S 008[S CQO08|F O009})S 0105 0N |5 012|5%5 093|535 014
Sub. Other $ 105|% 2771(% i S s s 5 5 -
Total Funds & Accounts 5 3BER|S 3024 3743 | 385718 3971 |5 394218 45735 5006 | S 545415 5376
$60 00 - - -
- OSub. Other
O Sub. Redemption Account
5000
O Sub. Bond Service Account
e ! OSub. Reserve Account
W Airport Coverage Account
$301 B0
_ﬂ ' @ Bond Service Account
5000 ‘MO & M Reserve
' 5 Reserve Account
21060
. B Improvement Fund

V991 1932 1933

REE

B General Airport Fund

11159

Note: 1989 Subordinated Bonds retired by the Stae on February 1, 2001
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B) Airline Compensatory Rate Structure

The existing Signatory Air Carrier Operating Agreement was initially drafted and negotiated in 1982 with the
intent of securing the 1982 Revenue Bonds. Each air carrier operating at the Airport purswant 1o this
Agreement is referred to as a Signatory Airline. There are presently seven Signatory Airlines at the Airport
mcluding American, Continental. Delta, Northwest, TWA, United and US Airways. The Air Carrier Operating
Agreements are tor a 30-year term expiring on June 30, 2011, The last principal pavment on the 1942
Refunding Bonds is October [ 2012, one year and three months after expiration of the signatory airline
agreement. I 50 percent of all Signatory Airlines account for more than 50 pereent of aggregate revenue
aireraft arrival weights at the Airport during the preceding calendar year. these Signatory Airlines possess a
"Mujority-in-Interest”.  The security provided by the Signatory Airlines is founded in the Agreement’s
procedures governing the establishment of Airport rates and charges and in the approval and undertaking of
capital improvements both of which are contingent upon varving degrees of Majority-In-Interest approvals.
These procedures and the rates and charges and resulting revenue streams applicable to the Signaory Airlines.
and other air carriers are discussed further below.

Rates and Charges Procedures

The Signatory Airlines pay rates and charges designed o recover costs, including debt serviee on bonds,
allocated to them pursuant to the Airport’s cost accounting system.  This is generally relerred 10 as a
compensatory rate structure. The procedure required to establish rates and chuarges on this basis begins with
the submission of a proposed Airport Operating Budget to the Signatory Airlines by the Atrport. The proposed
Airport Operating Budget 1s to be submutted 90 days prior 10 the beginning of cuch fiscal year. As the
Alrport’s fiscal year beging July 1. the proposed Airport Operating Budget is to be submitted annually before
April 1 and itincludes an Operating Expense Budget. a Capital Improvement Budget, cost center allocations o
the Airlines and a propased schedule of supporting rates and charges. The Signatory Airlines have the next 30
days. until May 1. to review and comment on the proposed budget during which time the Airport is to respond
to questions and provide detailed supperting documentation as requested. B unresolved questions remain as of
May 15, the Signatory Airlines may meet with the Connecticut Comiissioner of Transportation to discuss any
disagreements. If this meeting does not resolve the disagreements by May 25. the State may either adjust its
propoesed rates und charges 10 the point where a Majority-In-Interest approve of them. or assess its originally
proposed rates and charges and hold the incremental revenues in escrow pending the outcome of an associated
action or proceeding brought by the Signatory Airlines. The Agreement includes provisions that permit the
Anrport Operating Budget (o be exceceded, and such excesses to be included in the next year’™s operating budect
Yor rates and charges calculations. It also includes provisions for crediting the Signatory Airlines in the event
that actual expenditures are less than budgeted. The components of the Operating Expense and Capital
Improvement budgets are summarized below,

(perating Expense Budget

The Operating Expense Budget is to include all current expenses associated with the administration, operation.
maintenance and repair of the Airport. These expenses specifically include the cost of coliecting revenues.
professional services. salaries and wages. routine maintenance and repairs, taxes and assessments, utilitics,
management services and overhead, equipment, materials and supplies, costs associated with carrying out the
terms of the Indenture and annual debt service on bonds. Operating expenses specilically exclude bond
interest expenses greater than those dictated by actual hond issues. depreciation on facilities financed with
bonds and any charge representing @ return on capital investment. The Majority-in-Interest approval over the
Operating Expense Budget is limited to any resulting incremental revenues in disagreement being held in
excrow pending adjudication.
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Additionally, the signatory agreement allows Tor annual carry forward of budget versus actual airline cxpense
allocations. If the State tails through the imposition ol wirline rates and charges to recover the full amount of
the costs properly ullocable to the Airlines. the Stue will carry forward the amount of the deficit ax an
additional item of allocable costin computing the rates and charges. Conversely, it actual expense allocations
are less than the budget. then the Sune credits the exeess against the following year's hudget allocation in
computing the airline rates and chuarges.

Capital Improvement Budget

The Capital Improvement Budget represents the portion of capital improvement costs to be expensed during an
Airport fiscal year. The cost of capital improvements 1s to be capitalized and amortized over the useful life of
the items purchased or constructed.  [n accordance with the terms of Air Carrier Operating Agreement.
expenses are considered capital improvemen costs depending on the cost center to which the expense is
charged. and the anticipated uselul life. or extension thereot, of the item purchased. There are three final cost
centers used in the development ol airline rates including the Airtield (Landing) Area, Apron Arca and
Terminal Building. Airfield and Apron Arca items are considered capital i the useful life or extension thereof
is five years or more, and Terminal Building items are considered capitabif the useful life or extension thereof
is three vears or more.

The capital improvements undertaken by the Airport are subject to o higher degree of Majority-in-Interest
approval thun the operating expenses. The Atrport may not consider capital improvement costs in determining
the annuwitl schedule of rates and charges unless @ Majority-in-Interest approves the cost within fifty days of
formally being notilicd of the proposed capital improvement, This notification may be via distribution of the
Cupital Improvement Budger or otherwise and must include a description of the capital project. preliminary
drawings and cost estimates. a statement of need for the project. an allocation of project costs among cost
centers and an assessment of the impact of the project on airport rates and charges. Majority-in-Interest
approval is not required tor capital improvements that are:

«  Puart of the 1982 Approved Capital Improvement Program:

* Improvements required by [aw:

= To repair casualty damage in certain circumslances:

o Forspecial facilities to be fully funded by the 1essee thereof:

»  Capital improvements 1o the Airfield and Apron cost centers that do not exceed $250.000 each subject to a
500,000 annual limit:

»  Capital improvements to the Termingd cost center that do not exeeed $75,000 cach subject to an annual
limit of S150.000: and.

*  Puassenger terminal and HVAC fucilities needed o accommodate additional air carriers it certain
requirements are met.

Signatory Airline Rates and Charges

The Signatory Airlines and other air carriers puy Terminal Building Rent. Landing Fees. Baggage Claim Arca
Charges and Apron Arca Rental hased upon the costs properly wllocable to the Terminal Building. Airficld
Area and Apron Area cost centers as included and approved in the Airport Operating Expense and Capital
[mprovement budgets. The term properly allocable means that the cost was allocated pursuant o the Airport
Cost Accounting System required to be developed pursuant to the terms of the Operating Agreementand of the
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Indenture. The specific compuosition and caleulation of the rates and charges applicable to the Signatory
Alrlines is discussed in Chapter IV 4 of this Report. The airlines pay Terminal Building Rent. Landing Fegs
and Apron Rent that accounted for 38.69% of total operating revenue tfrom 1996 through 2000. The remaining
61.31% ol operating revenue was generated by concession fees and other leases discussed later in this Report,

Analysis of the Airport’s financial performance from 1994 through 2000 indicates that the Airport’s
compensatory rate setting methodology has worked well and positioned the Airport strongly to undertake the
Terminal Improvement Project. All historic data presented in this Report is based on the Airport’s financial
statements, including balance sheets, statements of operations and retained carnings. and statements of cash
flows prepared and audited by the CPA and consulting firm of DiSanto Bertoline & Company. P.C.. and
supplemented by the Connecticut Department of Transportation. Audited financial statements were examined
tor the seven years ended June 30, 2000. The FY 2001 budget adopted pursuant to air carrier lease procedures,
has also been provided by the Connecticut Department of Transportation and represents a conservative base
vear for the financial projections also included in this Report.

Table IV.2.1 indicates strong g9 e
growth in the  Airport’s
vperating income. The %800
Connecticut I‘T)O"l? has bt?en $7.00  —O— Non Airline
very  successful in rcdlllqng $6.00 [ Revenue
operating expenses and airline !

cosls on a per passenger basis  $5.00 '

Ratios Per

:)'\'C 1 Enplaned Pax.
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) ' i = Operating
.\x-hlle ot theb same  fime g, 00 i Expense
imereasing non-airline revenues, ;
operating income and the act  $3.00 . —m— Operating
income available for capital  g2.pp | Income
investment  in the  Alrport.

$1.00

Growth in airline revenues has —e— Airline Revenue
been relatively moderate and 5 @ ——————
reflective  of  the  Adrport’s 94 95 96 97 98 93 00
ability to control costs. The rate

of growth in non-airline revenues has exceeded that of the airline revenues. All of these taclors have
contributed to very strong growth in the Airport’s operating income. In 1994, operating income was $9.0
million. In 2000. operating income stood at $19.5 million. This has all occurred during a time of strong growth
in the Afrport’s enplaned passengers. In FY 1994, 1otal enplaned passengers were 2,361,572, Tn 2000. 1otal
enplaned passengers were 3,476,803, As a consequence ol these rends, the Airpart expenses passed on to the
airlines have actually declined by 10% on a per passenger basis from 1994 through 2000,

All of the Airport’s revenues and expenses are discussed in detail later in this Report.
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Table IV.2.1

The Lowis Berger Growps, e,

Bradley International Airport
Historic Operating Income

frradtey hernationad Alrpart Tenninal nprovement Project

1994 1995 1996 1957 1998 1999 2600
Terminal Buillding S ORFVRZ24 | %5 3B0O597 |5 4149135 [ S JETVR2BE | E 3752223 S 30898255 4127718
Baggage Claim 3 876124 | § B&7 303 | & 837652 | 5 8794963 | & 864474 | & BE1.579 | % 948 158
Apron Arca 5 ME768 |5 12441175 1476658 |5 15BHE46 | S 1974486 (S 1576BBD| S 1936625
Landing Fees § SAETFBESG (S T184184 (S 6159240 S5 643980 | % T963794( S 6424882 % 7.RI5E50
Ramg Parking 3 218187 | 8 205859 | & 259112 | & 261266 | & E1.728 |8 21 E2H | 211167
Total Airline $ V11366832 |5 13306635 (5 120941797 [ § 3030651 |5 1458670515 13147915 15119358
Auto Parking $ OS760506 |5 6262BOS S 687N S TADAS3IS | S TO74156 S 9O07I6R | S 10020716
Rerta! Cars S 4C01B4R[S 3666 0°B |8 41146408 2511155 |5 497310 |8 5683030 |% £790,804
Resta.rants S 1856590 |5 2088459 | & 22%431 5 2228651 |5 2265588 |5 2313132 |8 2599846
COther Concassions % 1745420 | 5 1433.8/5 (5% 2086 B9 | 3 2171674 | & 21924431 5 2453851 | & 2918824
Land & Building S 1ENMFRT[S 1885003 | % 1867449 & 1907371 | € 1,942085 |5 1830143 | & 2.182.759
Fixed Base Cps 3 nOg458 | 8 58372818 E597°5 | & 397678 | & 614331 | & 6305839 | & 668,475
Other Operating $ D81 [ S 435675 | 5 438598 ( § 473542 | & 512326 [ § 505403 | & 484,220
Hatel Commissgion S 400000 | 5 265654 | & AD0000 | & 400,000 |1 S 400638 | 5 40T IS 453 772
Chher Terming Rent S 164,525 | 8§ 171693 | 3 181080 | § 181,783 | & 183804 | 8 188270 | S 89,407
Total Non &jrline $ 1661515545 172921415 1887766608 19680592 |5 21055827218 23243847 | § 265187.833
Total Aevenue 5 27086014 |8 R06HI0RGE{ S 31 HGesh |5 IPTHMOAI| S 35645877 |8 36358438 |5 41307191
Operating Expense | § 18965098 S 18756400 | S 20575487 | S 19743668 |5 19395270 |5 21242482 | £ 21,815,207
Operating Income £ 9020416 (5 11B43169 15 112439808 12982375 | 5 16250707 [ € 1515856 | & 139.491.984
Enplaned Passengers 2.361 572 2 502.797 2,657,333 2 665,376 2727 407 2968267 3476803
Ratios / Passenger

Airline RavenLa 3 481415 53218§ 48718 4905 53518 4421 % 4,35
Mon Anline Revenue $ 7.04 18 B | S 710 8 738 |8 772 1% 7.8318% 7.53
Operating Expense % 803|895 745 | S 77418 741 |5 711 1% 716 | S 6.27
Operating Income 3 38215 47315 423185 487 | & 595618 509 | % 5.61
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The Lowis Berger Group, Inc. Bradley International Ajrpert Terminal Buprovement Project

2. OPERATING AND MAINTENANCE EXPENSES

A) Historic Expenses

Historic operating and maintenance expenses are reflected on the Bradley International Airport Statements of
Operations and Retained Earnings in the categories of Salaries and Wages. Overtime. Shift Difterential, Other
Pay. Fringe Benefits. Indirect Cost Allocation, Other Personal Services. Contractual Scrvices, Commuodities,
Energy and Utilities, and Allocated Expenses.  Audited total expenses for Fiscal Year 2000 were S21.8
million. up 34% from (991 when expenses totaled $16.3 million. The major line items of expense included
the in Statement of Operations and Retained Earmings are summarized below,

Salaries and Wages — Consist of the base salary and wages of all s1afT ussigaed to the Airport. Atotal of 122
positions are presently tunded and reflected in the FY 2000 and 2001 budgets.

Overtime — Salaries and wages in excess of the base levels discussed above. Overtime 15 funded for snow
removal and other regular activities for buildings and grounds mauintenance purposes and shift coverage for the
Firc Crash Rescue Unit, which provides 24-hour coverage.

Fringe Benefits — Consist of medical and retirement plan. lite insurance and unemployment compensation
CXpenses.

Contractual Services — Consist of the State Police services provided to the Airport. Payments in Licu of
Taxes to surrounding communities. the schedule of Class 261 and 264 contracted work (certain building.
equipment and grounds maintenance). insurance, marketing, consultants and other expenses,

Commodities — Consist of Airport operating and maintenance supplics including such items as office and
cleaning supplies. lumber, hardware. building electrical, plumbing and heating supplies, runway lighting
supplies, gasohine, diesel and other auto supplies, tires, antifree/ze. fertilizer. sand. paint and other commeditics.

Energy and Utilities — Consist of electricity, natural gas. water. sewer. fuel oil and telephone services.

The Airport’s actual annual audited operating and maintenance expenses for the peried 1991 through 2000 are

presented on Table V.3 below. Also presented are the total annual rates of increase or decrease actually
experienced in cach line itemn for this period of time.  As indicated on Table TV.3, total expenses have
increased at the annual rate of 3.28%. Contractual Services increased af the greatest rate of 6.18% annually.
tollowed by Salaries & Wages, Indirect Cost Allocations and Commodities which all increased between 3.13¢%
and 3.29% annually. Other Payrol! and Fringe Benefits increased moderately at the rate of 2.76% and 1.42%
respectively with the remaining categories of expense expericneing decline.

1t should be noted that the 3.29% annual rate of increase in the actual salaries and wages line item retlects a
reduction in staffing levels from 1991 to date. In 1991, {48 positions were budgeted for $5.104.790. Thix is
equivalent to $34.494.82 per position. In 2000, 122 positions were budgeted for $6.270.593, This is
cquivalent to $31,398.30 per position. Therefore, the annual rate of increase indicated per position budgeted is
4.53%.
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The Lewns Berger Grenip, fne,

Table IV.3
Bradley International Airport
Historic Operating and Maintenance Expenses

Bradley nrermadionad Nirpors Terniinal Tmprovement Project

Actual Annual Expenses ($000) Annual
| Category 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 Rate
Salanes & Wages § A58 |F 2227 |% 4386 |5 4B53|3 4FIG| S 4768|5521 |F 5256 |3 5800|3 elsE 3.29%
Cuartme 5 826 |3 sols 758 | b 825 | S G637 | % 1008 s 582 | & G7e | 8 758 | % 531 -2.95%
Shift O #erent al 5 el 3]s 270 % |5 26| § ey IS 27| % 7|8 2708 25| -1.35%
Other Py S 955 ga s a8 1o|s oals 175 1isds azrls wms|s iz 2.76%
Fringe Berehis, 5 2513|858 wo2i{s 831 |S5 2oMr|s 234 |5 238305 225F(5 23205 25535 2854 1.42%
Ind req- Cost Aloc s zee|s emle osen|s eaals sasls 24|85 2etls  PEI|S fe0lE a0 3.2,
Cither Perscara Serv. 2 7218 A E 147 | § I E1E 13| % 126 | S 171] % 152 | § 2 2.69%
Tota Salary & Selaled 5 B2R0| S 72533 Tand|S BST3|S 8084 |S Be%4 |5 B393lS BBIB|S 5714|§ o84 2.20%
Conract Ja’ Services S 5308|3% 7O79|F se9E|S Tser{E ACB|S  su0a|S BA|S rare|$s 9000(|$ 9amd 6179
Corrrod Les R - S - B 3155  e2xa|s  eE2|s  ea3|s 74 3.13%
Ere gy and Lilhes 5 20303 t1a8sd|s 2rals 137 |s vais|E covals 20ss|s v9e2 s 18495 csoe| 1155
DT Bradley Soraces Z a3 A3 AE L E i E a5y F 192 | & R a1 & AR B 54 -8.35%
Tata Cper. Expenses $ 16312 |5 6675 & 17924 5 18066 & 187565 205755 19746 |5 193655 212425 25| 3280
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The Lowits Berger Groap, Ine, Braefey furermationad Aivport Terminal fmprovement Project

It sheudd also be noted that the Airport™s operating expense line ilems experiencee signilicant varnation in the
annual rate of change oceurring from vear to year. The table shown below includes the percentage change
cxperienced from year 1o vear in each line item. sorted in ascending order ol total annual change. The table
also depicts the relative weight of each line item (2000 line item amounts as i pereentage of total actual
expenditures). As indicated. while total annualized expense variations have been relatively moderate in the
range of —=8.35% to +6.18% . the individual line item changes from vear (o vear are much more unpredictable in
the range of =76.41% (o +511.68% . which 1s reflective of annuad priorites. Accordingly. the projection of
operating and maintenanee expenses presented later in this chapter is intended to reflect the long term trends.
recognizing that annual priorities are often reflected in line item variations.

Year To Year Rate of Change Tiral
Category 1992 | 1993 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | Annual | Weight
DO Bradley Services -39 10%:| -45.787:| 271 22%| -61.63%:| 195,207, -64.76°.] -2597°,| -8.79%.] 1685%.] B 38, 0.25%;
Qwertime 32 920, 45200 7 35%.] -20.99%] baB2v| -A158%| 14500 12470 16 s1esf 2 ase, 2 89°;
Shift Differential 4450, -11.79%| -1082%] 034 1985 376%| 026%| 003%| 4410 o135 0124
Energy and Utilites 7490 12420 -669%| -B86%| 12567 072el| 3337 8710 110 1ss B.38%,
Fringe Benefits E36%] 12.89%| 28.17%] 0.31%] 148|527 277%| 10.04%| 1°.80% 1425  13.08%
Other Persannel Services -52 84°,| 332 29%,] -45 46%| -76.41%|511.68:|  9.04%.] 36.15%|-11.55%:] -39.74%; 2.69% 0.42%,
Other Pay 381%| 4123 B48%| -5.71%] *366%:| -2 187 10395 0428 -33p°. 2 76% 05367
Commodities -2133%.| 30.32%| 1283%| 1310%:| 10.22%] -7353%] 463%.| -3.02%] 17 94%, 3 13% 3.42%
Indirect Cost Allocafion 651°.  374%| 594%| 1.10%| 1.97°.] a76v| 072%| 1052% 4294, 3 28% 1397,
Salaries & ¥Wages -6 E6% ]  3.83%| 602%| 1.11%] 1,985 &75%| 072%| 1052%| 429% 3.29%] 2777,
Contractual Services 3243%0 84| 2547 1.60°:0 980 | -4 hPve| B 3bYs| 14.33%| 115 B.17%)  41.72%
Tolal Operating Expenses 22ao| 74t 581%| -1.10%) 97Fote| -a0asd 17| 9s2e| 2700 326 .| 10000
B) Forecast Rates of Change
In order to cstablish assumed rates of Table V.4

increase to use in generating the long-term

projection  of  Airport  operating and 3.5000°
. - - . -a

Maintenance expenses. the Pro_|eul T'cam 4.0000% 10 Year Annual Rate

considered the rades of change experienced '

. . . 2.5000%

at the Airport for the period 1991 through _

. 2.0000%

2000 as discussed above. and broader 1 5000%

consumer  and  producer  price  indices ) °

Lo . . . 1.0000%
muintained by the United States Bureau of

Labor Statistics (BLS). The BLS data o000

abor Statistics S ¢ BLS dai 0.0000% o
& N N ’

Consumer Price increase

reviewed includes Local CPI data, Regional

“P1 data and Nation: Al s o ® S o
("P1 data and Natienal PPI data. \}*@@ (é\q} &\\e *@,@ Q/{g‘,\ C'SS‘Q)
w N L s N &
N a & > & &£
Local CP1 - Local CPI dala was extracted \9':?" & 006\ _90(‘} QJ'\OQ 006\
from the BLS Wceb Site for the wen years 00'5‘ Q?JQ’ <& -o(@}
ending May 2000, The local area A Q@CS

mwntained consists ol Boston, Brockton

and Nashua.  Consumer prices were obtained for the All Ttems index. and specifically for Energy and
Commodities (less food and beverages). The data is summuarized in Table TV.4 As indicated. historivat
erowth of 2.80% was experienced in the All Items index. 2.64% for Enpergy and 2.05% for Commuodities,
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The Lowts Berger Group, fne. Brudley tnterational Aivpore Terminal Improvement Profect

Regional CPE— Regional CP1 data was alse extracted trom the BLS Web Site tor the ten years ending May
2000, The region reviewed bs the City average Tor the Northeast urban area. Consumer prices were obtained
for the All Items index. and specitically for Energy and Commodities (less food and beverages). The data is
summarized on Table 1V. 4, As indicated. historical growth of 2.83% was experienced in the All ltiems index.
2.36% tor Encrgy and 1.95% for Commodities.

National PP1 - The Producer Price Index is Table IV.5
compiled anly at the national level. PPTdata £.0000% Producer Price Increases
was extracted trom the BLS Web Sue for 3 5000°

the ten years ending Februwy 2000, 5050, | 10 YearAnnual Rate
Producer prices were obtained tor the All 2 5000°%

Commodities Index and for Fuels and 2 0000°%

Power.,  Lumber and  Wood, and 1.5000%

Transportation Equipment. The data s 1.0000%

summarized on Table IV.5. As indicated. 0.5000%
0.0000°% ' -

historical growth of 1.27% was cxperienced

in the All Commodities Index. .91% for é’\-\\@f" O\,@“ \?\oob @Qﬁ\‘
Fuels and Power. 3.56% tor Lumber and @é‘o (\bQ & & R
. . . e . K
Wood and  1.78% lor Trunsportation KX o & &
. e & S <&
LEguipment. =

The total annual rate of incecase experienced by the Airport tor the period 1991 through 2000 was 3.28%

C) Base Year Budget Data

The projeen ; crating  and
The projection of operating i Summary Budget Allocations

maintenance expenses uses the BY Year Laroing Terrinal Apron Other Total

2001 Budget as the base year. lalso FYooo0 |5 gao5232|S 6718073 S 1714167 [§ 49620238 22.889.505
N - . - o a. o o .
includes an expanded set ol line Percent 41.48% 29.35% 7.49% 21.68%|  100.00%
. o hose nsed he FY 2001 |5 #sug6es|s 7520620 (S 1711900 [S 5767421 |3 24609415
Hesns  troonn those wsed e the Porcent 39.05°% 30.55%, 596 23.44% 100.00%

Airport’s Statements ot Operations
& Retained Earnings. Contractual
Services are broken down into
primary components including State
Police expenses. Puyments In Licu
ol Tuxes (PILOTY Other Contracis.
Contract Class 261 (janitorial and
cleaning. elevator and conveyor and
other system maimtenance cte.y and MLanding B Terminal MLanding [ETerminal
Contract Class 264 (rubber removal. 8 Apron W Other Apron m Other

crack sealant. weed control and tree

trimming). All line items are further broken down ino their allocations between the Landing, Terminal, Apron
and Other Cost Centers so that the projection of operating and maitenance expenses is consistent with and
relative to the Adrport s compensatery rate setting methodology and resulting airline revenues.

Table [V.0 on the following page presents the Airport Budgel tor FY 2001 using the format described above.
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The Louis Berger Group, Inc. Bradiev Iniernational Airport Terminal Improvement Project

The annual increase in total expenses from 2000 actual to the FY 2001 allocated expense budget was 12.8%.
Thercfore, the FY 2001 Budget is considered generally as a strong base year from which to project hecause it
reflects a funding increase much greater than actually experienced historicalty. The allocation of FY 2001
budgeted operating and maintenance expenses was 39.003% to the Landing Area, 30.55% to the Terminal Area
and 0.96% to the Apron Area. These allocations are used to develop airline rates and charges as previously
discussed. The remaining 23.44% of the budget is allocated to the Other Cost Center and not included in
airline rates and charges. As indicated in the summary table provided above, the FY 2001 allocations are
relatively consistent with FY 2000.
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The Lowis Rerger Groap, Ine. Bradfey hiernationad Alrpart Terminal haprovement Project

Table 1V.6
Bradley International Airport
Summary of Operating Expense Allocations

FY 2001 Operating Expenses Total Landing Terminal Apron Other
Salary $ 6620694 |5 30829785 1,750692 | & 563,032 (% 1,223,992
Qvertime $ 722,302 |5 457035(% 119241 | § 74944 | § 71,082
indirect Cost Aliocation $ 331035 | & 1517721 % 90,286 | § 28895 | § 60,082
Other Payroll S 33084715 178613 ]S 71,993 | § 31,397 [$ 48,845
Fringe Benefits § 317344515 1497620 |5 839341 |§ 288259{% 548225
PILOT Payments $ 1985741 1S 582056 | & 585182 | % 124297 (% 694205
State Police 3 4250000|8 2231250 & 371,875|% 265625 % 1,381,250
Contract Class 261 $ 1.755646 | S 53946 | 5 1660343 | & 123762 | $ 8,595
Coniract Class 264 $ 115,520 | 94.027 | S 912 | $ 122 | & 20,459
Other Contracts 5 26083105 638125|8 672846 | % 122150 % 1,175,190
Commodities $ 675146 | § 3240358 224812( % 53,621 | % 72,578
Energy / Utilities $ 1956450 |8 2875025 1,203,289 (% 29571 1% 436,088
Equipment 3 14950 | § 10291 | 8 1,285 | § 1,570 | $ 1,604
DOT Bradley Services 3 69,328 | & 20415 | S 19,223 | $ 4664 (% 25,026
Total Allocated Budget Costs® $ 24609415 |5 9609666 | & 75620420 |5 1,711,908 | § 5,767,421
= Excludes prior year adjustments of {$119,271) used for airline rate developrment purposes
and shown on Table IV.7.
FY 2001 Operating Expense Budget
$7.000.000
S6.000.000 -
$5.000,000 |
$4.000.000
$3.000,000
52.000.,000
$1.000.000 . I l I
§- 5__ - . L . l_ !_- -, .
o i ] oy — [~ = A =
£ £ ¢ ¢ 2 ¢ 8 £ ¢ &£ g8 % B %
& . & £ 5 S @ 2 g d g 2 S
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The Louis Berger Group. Inc., Brudiex fnernationa! Aivport Terminag Improvememt Project

D) Baseline Operating and Maintenance Expense Projection

The Operating and Maintenance Expense Projection covers the thirty year period commencing with the FY
2001 Budget and ending with the FY 2030 projection. Specific line items are broken down between the
Airport cost centers (Landing. Ternunal, Apron and Other) consistent with the allocation methodology and
rates used in the FY 2001 budget. Based on the review of historic Airport expenses. local and regronal CPI
and PPI data, the Project Team has concluded that the projection should be based on various rates of mcerease
including 2.00% annually for Commodities. Equipment, and DOT Bradley Services. 3.50% annually for Salary
and Related Expenses und the State Police, and 3.70% for Contractual Services. Energy und Unlities, These
conclusions are discussed further below:

Salarv and Related Expenses - This category represents the fargest portion of the Airport’s operating and
maintenance cxpenses at 46.23% of actual 2000 expenses. In total. Salary and Related Expenses increased at
the annual overall rate of only 2.20% from 1991 through 2000. The overall rate reflects increases in Salaries in
Wages (3.29%), Other Pay (2.76%), Fringe Benefit (1.42%). Indirect Cost Allocation (3.28% ) and Other
Personnel Services (2.69%). and decreases in Overtime (-2.95% ) and Shift Differential (-1.35%). During this
period. local and regional consumer prices were increasing at the higher overall rate of 2.89% annually. In
addition. as previously noled. the increase in Salaries and Wages. computed on a per position hasis. was 4.53%
annually. It is unlikely that the trends reflected in Overtime. Shift Difterential and Fringe Benefits can be
sustained. Therefore. all of the line items included in Salary and Related Expenses have been projecied to
increase at the rate of 3.50% annually from the FY 2001 Budget.

Contractual Services - This

category represents the second Actual Actual Budget 00 - O

largest  portion  of  Airport 30-Jun-99 30-Jun-00 30-Jun-01 [ Vanance

operaling  and  maintenance PILOT ngmenls $ 1,897,165 [ $ 1,952,860 1,885,741 1.7%
State Pelice $ 3,788,000 [ $ 3,914,000 4,250,000 8.8%

expenses a1 42% of actual 2000
expenses. In total. Contractual
Scrvices increased at the annual
rate of 4.77% from 1991
through 2000 including PILOT
Pavments, the State Police. Contract Class 261 and 264 and Other Contracts. During this period. local and
regional consumer prices were increasing at the much lesser rate of 2.9% annually. In addition. the projection
of operating and maintenance expenses uses the FY 2001 Budget as the base year. The 2001 Budget reflects
an [ 8% increase from 2000 actual Contractual Services. Based on known trends. this is a particularly strong
base year from which to project. Accordingly. the projection of Contractual Services is intended to balance the
near 1erm budget increases shown above with the broader. long-term CPltrends. The projected annual raw of
increase of 3.74%, 1t applied to 2000) actual expenses for a period of 15 years through 20150 is equivalent 1o g
2.9% annual CPI adjustment upplied to the IFY 2001 Budget and projected to the same point in time (FY
2015). The 3.7% annual rate of increase has been applicd to all Contructual Service line items with the
exception of the State Police, which is adjusted in accordance with the ConnDOT Salary and Related Expenses
discussed above.

Contract Class 261 $ 1,452,658 | $ 1,541,422
Contract Class 264 | § 35,304 | & 15,646 115,520 | 638.3%
Other Contracts $ 1,826,381 | % 1,677,515 2,608,310 556.5%
Total Contractual $ 8999508 | % 9101443 | % 10715217 17.7%

1,755,646 13.9%

& | |es |

Energy/Utilities - This category represents the distant third - lurgest portion of the Airport’s operating and
maintenance expenses at 8% of actual 2000 expenses. Encrgy and Utility expenses increased at the annual rate
of 3.38% from 1991 through 2000. During this peried. local and regional energy prices increased at the annual
rate of approximaltely 2.6% and 2.4% and fucl and power included i the Producer Price Index increased at the
rate of only 1.9%. Having considered these trends, the Project Team is giving more weight to the expenditure
levels experienced at the Airport thun 10 the price indices and is projecting Energy and Utility expenses to
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The Louts Berger Group, Inc. Bradiex tertional Airpors Terminal Improvement Project

increase at the anoval rate of 3.7% from the 2001 budget.

Commodities - This category represents the [ourth- fargest portion of the Airport’s operating and maintenance
expenses at 3% of actual 2000 expenses. Commodities increased at the annual rate of 3.13% from 1991
through 2000, including an 18% increase experienced in FY 2000. Local and regional commodities increased
at the rate of approximately 2% annually. Commodities are forecast to increase at the annual rate of 2.0% from
the FY 2001 Budget.

Equipment — This very modest portion of total expenses has been increased at the annuat rate of 2.0% {rom
the 2001 budget based on transportation equipment price data included with the Producer Price Index.

DOT Bradley Services- [ncreased at the annual rate of 2.0% from the 2001 budget.

The Baseline Expense Projection is summarized in Table IV.7.  As indicated. the FY 2001 Budget of
$24,490,144 including prior yecar adjustments reflected in the airline rate bases is projected to increase to
$67.341,957 by 2030 before including the estimated expenses associated with the Terminal Improvement
Project discussed below. This represents an overall annual rate of increase of 3.55%. which s greater than the
actual rate of increase experienced from 1991 through 2000 of 3.28%.
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The Lowis Beveer Group, Inc.

Bradiey Birernational Airport Terminal fmprovemoent Project

Table IV.7

Bradley International Airport
Allocated Qperating Expenses

Y 2001
““BPENATING EXPENRSES [ Hate Budget [ 30-Jun-05 30-Jun-10 30-Jun-15 30-Jun-20 30-Jun-30
CANGING AREA AL A SIS ALY SIS TS Y SIS AL SIH SAAAII AN SIS,

Salary 350%] % 3,082978|S5 3537.78B|5 4201783|% 4990400|% 5927,029|S 8360660
Qverlime 350%| % 457035] % 524459 | 5 622892 | % 7398011% 878.651 |5 1.239.424
Indirect Cost Allocation 3.50%| 151772 8 174,162 | $ 206,850 | $ 2456731 % 201,782 | & 411,588
Qther Payroll 350%| 8 178613 & 204962 | 5 2434311 & 2891191 % 343,383 | & 484,375
Fringe Benefits 350%|§ 1,497620|S8 1.718553 |5 2041102 % 242418085 2879176 3%  4.061.382
PILOT Payments 370%| % 582056 | & 6731 | 5 807187 | & 967982 |% 1160811]1% 1,669.356
State Police 350%| % 22312505 25604118 30408658 3611.712]|% 42895811% 6.050.878
Contract Class 261 3.70%| § 53946 | 8 62384 | § 74811 | % 89714 & 1075861 % 154,719
Contract Class 264 3.70%| % 94027 | & 108,735] & 130,385| % 156,371 | 3 187521 | % 269673
Gther Contracts 370%| % 638125| & T378401 5% 884,942 |8 1.061.227]1% 1272830|% 1.830.163
Commuodities 2.00%| % 324,035 | % 350,746 § 387252 | % 4275571 % 472,058 | 8 575,436
Energy / Utilies 370%| % 287502 | % 332473 % 398,703 | § 4781271 % 5733731 % 824,565
Equipment 2.00%| % 10281 | 8 11,139 ] 5 12,298 | & 13,6781 % 14991 ] & 18.274
DOT Bradley Services 200%| 3 200415 & 2208715 24397 | 8 26937 | % 2074015% 36,253
Marketing Adjustment 3.70% - - S - $ - 3 - s -
Prior Year Adjustment 13,025 - [ - % - 3 - 3 -
Total Landing Area A $ 96226808 110189495 13,077.008| % 1552238835 18428.313| 5 25086.727
[ PASSENGER TERMINAL
Salary 350%| % 1,750692|% 2008959|% 2386013|% 2833835|5% 3365708135 4747663
Quertime 350%| 8 119,241 | & 136,832 5 162513 | % 193015 8 22624115 323,367
Indirect Cost Allocalion 3.50%| $ 90,286 | § 103,605 5 123,051 | 146,146 | $ 1735751 % 244 B4g
Qther Payroll 3.50%| % 71,983 % 826135 GB8,1t19| $ 116534 | % 138406 | & 195,236
Fringe Benefits 3.50%| $ 839341 | § 963163 |8 1.143835|% 1.358636|% 161363485 2276190
PILOT Payments 3.70%| § 585,182 | § 67671515 B11521 1% 973181 |5F 1,167.044| S 1678.320
State Police 3.50%| $ 371875 | % 426,735 | 8 506827 | & 6019521 % 714930 % 1,008.480
Contract Class 261 370%( $ 1569343 F 181481715 2176339 % 26098791% 3,129,783 5 4500925
Contract Class 264 3.70%| & 912 % 1055] 8 1,265 | § 1517 | % 1.819| & 2616
Cther Contracts 370%| § 672846 | & 78091 |5 8933081 | % 11189635 1341874 % 1829742
Commodities 2.00%| % 224812 | % 243452 | 8 268,791 | § 296,767 | $ 327655 & 398,409
Energy / Utilities 3.70%| % 1,203289|% 13915065 1668.702|% 2,001,118|% 2399752|% 3451072
Eguipment 200%] % 1.285| % 13911 % 1536 % 1696 | & 18731 8% 2,283
DOT Bradley Services 2.00%] § 19,223 | § 20808 S 229731 % 25,3658 28,005 % 34137
Marketing Adjustmant 3.70%| $ -
Prior Year Adjustment $  {200.260) - & - $ 3 - s

pecial Terminal Adjustment™ | 3.70%7 /<77 /77 /1 $ - s . 3 . $ - 3 -
Total Passenger Terminal /745 7320160 % 8,649,743 S 10304678 & 122786093 146332985 20.794.284

A

Salary 3.50%] $ 563,032 | § 646.092 | $ 767355 | % 911,377 |$ 1082430| 5% 1,526,874
Qvertime 3.50%| & 74944 | § 86,000 | 5 102,141 § 121311 ] % 144080 | & 203,239
Indirect Cost Allocation 3.50%| & 28,895 | § 33,157 % 39331 | % 487721 % 55,550 | % 78,359
Other Payroll 3.50%| § 31,397 | § 36,0285 42,790 | 5082218 60360 | % 85,144
Fringe Benefits 3.50%| $ 288,259 | § 330,784 8 392868 )% 466,604 | § 554179 & 781,724
FILOT Payments 370%| 8 124207]% 143740 S 172374 $  206.712|S  247.890| 5 356489
State Police 350%| $ 2656251 § 304811 | 8 3620201 % 420966 | 5 510,664 | 3 720,343
Contract Class 261 370%| $ 1237621 % 143120 § 171631 ] § 205,821 | 5 246,822 | % 354,953
Contract Class 264 3.70%| § 122 % 111 S 169] % 203| % 243 | 8 350
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Table IV.7 Continued

Bradley International Airport
Allocated Operating Expenses

Bradiey turernational Airpors Terminal haprovement Project

FY 2001

[ GPERATING EXPENSES [ Rate Budget 30-Jun-0% 30-Jun-10 30-Jun-15 30-qun-20 30-Jun-50
Other Contracls 370%| 5 122.150[§ 141257 [S  169.396[$  203140|§ 243607 |3 350,330
Commodities 2.00%| § 53621 ]S 58,041 S 64,082 [ § 70.752[ S 78116 | 5 95,222
Energy / Utilities 3.70%)] § 29571[ 8 34.196 [ § 41.008 [ § 45.177 | 8 58973 [ 3 84,809
Equipment 2.00%] % 1570 [§ 1.699 | § 1876 | $ 2072 2.287 | § 2,788
DOT Bradley Services 2.00%] § 4664 | 8 5.049] 8 5574] % 6.154 | & 6.735[ S 8.283
Marketing Adjustment 3.70%| & -
Prior Year Adjustment $ 67,964 - S - % - 15 - S -
Total Apron Area 77778 1779873 % C002649| 5 2373.023| 5 2.813.066|% 32004835 4696.571
[ ALL OTHER AREAS
Salary 3.50%] §  1.223992[S 1404558|S 1668.176[8 19812698 23531265 3319317
Overtime 3.50%[ 8 71.082] 8 81.566 | S 96.877[§  115060[8  136655[%  192.765
Indirect Cost Allocation 3.50%] § 60082 [ S 68945 [ S 81.885]§ §7.254|8 1155075 162935
Olher Payroll 3.50%] § 48.845[ 3 56.051] 8 86.571 [ $ 79.065 | § 93.905 S 132462
Fringe Benefits 350°] S 548.225[S  629101[§  747174|$ 8874085 1,053963|5 1486719
PILOT Payments 370°% % 694205|5  mo2702[S 9627138 11544918 1,.384.472[3 1991002
State Police 350°%) 5 1.381.250[$ 1585016[S 1882502[8 22358225 2655455(% 3745781
Contract Class 261 3.70%| & 8.555 | 8 9.940 [ 8 11,920 [ § 14294] 8 17.1421'8 24,652
Contract Class 264 3.70%] § 20.459 [ § 23658 S 28372 [$ 34.024] 8 40.802 | § 58,677
Other Cantracts 370% 5 1.175190[S 13500118 1620734[§ 195423875 23437125 a.370.481
Commodilies 2.00%] 5 72578[8 78.561 | S 86738 | § 95766 S 105.733[S 128888
Energy / Utilties 370% S 436088[S  =04300[S  604760[8 7252325 T 8e9702[S 1250715
Equipment 2.00% 3 18043 1953[S 2156 | $ 2.380 | 8 2628 | $ 3.204
DOT Bradley Services 2.00% § 25.026 | S 27.089] S 29.908 [ $ 33.021 [ 8 36.458 | § 44,442
Marketing Adjustment 3.70%| 5 -
ror Tear Adustment S - - S - 3 - S - k3 -
Tolal Other Area 77775 5767421 | S 6632545|5 7.899.486| % 9409473|5 11.209.261| S 15912.039
T TOTAL EXPENSES
Salary A/ S 66206845 7597303|5 9023326|% 10.716.881|8 12.728.293| § 17.954.514
Overlime V75 72c302]s s828858[s 984424[% 1.169.186|$ 1.388.627 S 1.958.795
Indirect Cost Allogation /7<) s  331.035[s  379870|S  451,167[% 535845[8 ~ 636415|S 897776
Olher Payrall V]S 2308478 3796558 4509118 5355408 6360548 897.217
Fringe Benefits Vi /A S 31734458 36418015 432508015 5136.838) S 6.100952[ %  8.605.996
PILOT Paymenls /5 19857418 2296348[s 27537948 32302366[ S 3960217 S 5695168
State Police (/76 42500008 4876973]6 5792314[ 8 68794525 8170631 [§ 11525481
Contract Class 261 Vo s 17556468 2030262]s 2434702[ 8 2919709] S 3501.332[S 5035248
Contract Class 264 Vo7 A5 1155205 1335908 180201 [§ re2via|s  230385|§ 331315
Other Contracts /A S  2608310] S 30162988 36179638 4.337723[$  5201.824|§ 7480716
Commodities /7745  675.146|S  730800|S 806862 [$ 890841 [% 9835613  1.198955
Energy / Utlities /A7 5 1956450[ 8 2.262475|8 2713173[$ 32536548 30018015 5611.160
Equipment 2 E 14.950 | § 165.182 | § 17.867 | § 19.726 | § 21.779] 8 26.549
DOT Bradley Services e E 69.328 | § 75.043] 3 82853 | 8 914775 100.998|S  123.116
Marketing Adjustment v E - |s - |s - |s S $
Prior Year Adjustment w277 B E 3 $ $ N E -
Special Terminal Adjustment 177771 5 - S - S - $ - S - 3 -

GRAND TOTAL ’7///]5 244901445 282653535 33613836 § 39.981.352 |5 47.562868| 5 67.941957
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E) Terminal Improvement Project Expenses

The operating, maintenance and amortization expenses charged to the Terminal Building Cost Center are
projected tfrom the I'Y 2001 Budget as the base year. The wtal budget. less the prior year adjustment. is
§7.748.630. This amount must be reduced to reflect savings associnted with decommissioning pertions of the
Murphy Terminal consistent with the Terminal Improvement Project. It must also be increased to reficct the
additional expenses that will be associated with the new teennnal and concourse.

The savings associated with decommissioning the Murphy Terminal have been estimated at approximately
S41 1,134 in FY 2003, This amount was determined based on actual 1999 variable charges 1o Building 85-375
which includes the Murphy Terminal. Concourses A and B. and the International Arrivals Building. The
variable expenses expected to be reduced include utility services. natural gas., water., contracted building work,
building parts. plumbing and heating supplies. These expenses were allocated between the portion of the
building to remain in service and the portion 1o be decommissioned on a per square foot basis. Since the
decommissioned portion is to be maintained so as to allow it to be reopened at a moment’s notice. savings were
estimated at 30% of the expensces allocated to the decommissioned pertion. The anticipated savings bused on
1909 actual data were escalated at 2% annually through FY 2003 and are shown on Table 1V 8.

The increase in operating expenses associated with construction of the new terminal and concourse has also
been estimated using actual variable charges to Building 85-575 and analysis of the total terminal cost center.
Total acteal charges were divided by the actual gross space ol the Building o determine a rate per square [oot
of $7.05. This rate was escalated 10 $9.18 for FY 2003 based on inflation and additional analysis ol the
variable charges to the total Terminal Cost Center in the FY 2001 Budget. Estimated operating and
maintenance expenses of $9.18 per square foot were applicd to the 79,355 square feet of the new terminal
expansion expected to be in service in FY 2003, This resulted in the FY 2003 estimated increase in termina!
expenses of $728.479. The increase in terminal expenses in FY 2004 1s based on the entire 260,208 square
feet of the new terminal and concourse being in service. times the variable expense rate of $9.18 per squure
foot, less the expected savings from decommissioning the Murphy Terminal when the projectis complete. The
resulting net increase in terminal expenses, including a 2% inflation adjustment. s $2.017.117 for FY 2004.
These calcutations are also shown on Table IV.8. The net increase in terminal expenses is escalated at the rate
of 3.7% annually for the remainder of the torecast period.

Feasibility Reparr of the Afeport Financial Consultant Puge V- 19



The Louls Berger Group, Inc.

Rradley International Atrporr Ferminal Improvement Project

Table IV.8
Bradley International Airport
Terminal Improvement Project Expenses

Building 85 - 575 Square Feet

Special Terminal Adjustment for FY 2004 @ 2% Infiation

Area In Service Decommissioned Total
Murphy Terminal 38,464 93,454 131,918
Concourse A - 55,964 55,964
Concourse B 19,444 - 19,444
International Terminal 51,426 - 51,426
Total Square Feet 109,334 149,418 258,752
Total Percent Open / Closed 42% 58% 100%
Selected Variable Charges Total Decommissioned Savings @
To Building 85-575 FY 99 Actual Portion (58%) 50% Ready
251 - Utility Services $ 34386628[% 198.567.79 1 % 99,284
254 - Natural Gas $ 129584631 % 7483525 | $ 37,418
255 - Water $ 4134932 | % 23877431 % 11,939
261 - Contracted Building Work $ 7364772715 425,283.52 | $ 212,642
309 - Building Parts $ 4027883 | % 23259271 % 11,630
318 - Plumbing & Heating Supplies 3 239078008 | % 13,846.30 | $ 6,923
Total Estimated Savings (FY 99) $ 1,31554442 | $ 759,669.55 | % 379,835
Calculation of Special Terminal Adjustment

Total Operating Expenses Charged To Building 85-575 3 1,824,533
Total Building 85-575 Square Fest 5 258,752
Qperating Expenses Per Square Foot (FY 99) 3 7.05
QOperating Expenses Per Square Foot (FY 03) $ 9.18
Square Feet of New Terminal and Concourse In Service FY 2003 79,355
Special Terminal Adjustment for FY 2003 $ 728479

Sguare Feet of Entire New Terminal and Concourse 260,208
Additional Operating Expenses of Entire Terminal and Concourse S 2,388,709
Deduct Savings From Decommissioned Terminal (FY 03 @ 2% / year) S 411,144
Net Additional Operating Expenses of Entire Terminal and Concourse s 1,977,565
5 2,017,117
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3. ADDITIONAL CAPITAL COSTS

The Connecticut Department of Transportation also maintains a continuous capitat improvement program for
Brudley International Airport. The Airport’s Terminal Improvement Project. being funded with the 2001
General Airport Revenue Bonds, is one of the major componens of the program. Additional components of
the program requiring funding in the next 10 years (through 2011} include major runway reconstruction.
(axiway. apron, roadway and security projects, planning initiatives and equipment purchases. Assumptions
must be made for financing additional capital beyond 2011 as well. The Airport’s financing capacity, and the
financial feasibility of the Terminal Improvement Project. must consider the cost and available funding
resources for all the required additional capital spending.

Table IV.9 presented on the following page reflects the projects identified by the Depariment of Transportation
tor the twelve year period beginning with FY 2000 and ending with FY 2011, The projects funded in the
total shown for FY 2000 include environmental and planning studies. cquipment acquisition, reconstructing a
portion of Taxiway S, instrument landing system equipment and the glycol collection Tacility.

As indicated on Table 1V.9. the program for identified projects during this period of time totals $76.2 million.
The funding for this program includes State funds, PFCs not pledged for the Terminal Improvement Project
und Federal funds. The source of the State funds is Bradley International Airport’s operating revenues (5193
million for the identified program through 2011}, This is referred to as General Fund Capital in the Airport’s
projected financiul performance discussed later in this Report. Passenger Facility Charges are discussed in
Section IV.6.  In addition to providing $33.9 million for runway design and reconstruction projects (if
briscretionary Grants are not made available for these projects). PFCs are a major source of funds for the
Terminal Improvement Project.

The primary source of the 523 million in Federal funding ol the additional capital program through 2011 1s
Adrport Improvement Program (AIP) grants administercd by the US. DOT. The Airport s eligible, and
receives, annual passenger and cargo entitlement funds, Discretionary grant funding 1s also available under the
AIP on the basis of regional priorities and specific project eligibility criteria, and the Airport has received these
funds as well. Total actual grant funding received from 1991 through 2001 is shown below:

Grant Funding Received: 1991 t0 2001 ]

Year Entitlcment Funds Discretionary Funds Total

1991 $3.320.678 $2,350.762 $5.671.440
1992 $3.366.720 $3,334.400 $6.701.120
1993 $3.397.058 $27.373 $3.424.431
1994 $1.920.965 $0 $1.920.965
1995 $1.408.063 $0 $1.408.063
1996 $1.420,030 $0 $1.420.030
1997 $1.643.800 $0 $1.645.800
1998 $1.729.489 $0 51,729.489
1999 51.801,913 $0 $1.801.913
2000 $1,896.563 $0 $1,896,563
2001% $6,783.832 $0 $6.783.832

= Pursuant 1o PFC regutations, Entitlement funding was reduced whoen PFCs were buposed from 9% throngh 2ihi,
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Table IV.9
Bradley International Airport
Additional Capital Proegram - Identified Projects

Bradley International Airport Terminal Improvement Project

Project Description Total State Federal PFCs
Total 2000 5 108289135 1280500|% 1306500 | $ 9.417.913
Vegetation Management Program” S 200,000 | § $ 150,000 | % -
A/P Water System S 117.000 ] % 117,000 | § § -
Terminal Improvermnents ) 258,000 ( $ 268,000 | $ - $
Equipment 8 133943 | § 133,943 § &
Glycol Recovery/Processing Equipment S 4413000 |5 4413000 | S $
Wetlands Mitigation g 400,000 | $ 400.000 [ § - $ -
Total 2001 8 5521943 |5 5321943 % 150,000 | 3 -
Vegetation Management Program* 8 300,000 | 5 - $ 2250001 §
AP Water System g 90,000 | & 80,000 | 5 S
Oshkosh T-3000 {repl State 14} 3 450,000 ) § 112500 & 337500 | & -
Other S 1,000,000 | § 1,000,000 5
Airport Master Plan Update Phase 2 8 326000 | S 81,500 1| % 244500 | % -
Total 2002 g 216600018 128400018 807.000 | % -
AC Flight Tracks & Envr Mgt Sys (Noise Equipment) S 50000015 125000 | & 3750001 %
Yegetation Management Program” 5 300,000 | & ) 226,000 | %
AP Water System $ 140,000 | 8 140,000 | $ $
Other S 1,000,000 { §  1.000.000 | $ $
Total 2003 S 1940000 | $  1.265000] 8 600.000 1 %
R 1-189 Threshold Relocaton S 800,000 | 5 200,000 [ S 800.000 | $
AP W ater Systemn 8 100,000 | 5 100,000 | $ 3 -
Glycol Recovery - IAB 3 2100000 | & 5250005 1.575000(5
Total 2004 5 3000000 | § 8250005 21750005
RB/W B-24 Design 3 20000001 % B0OD,000 | $ - 5 1,200,000
Constr Overrun Areas 1o R/W 6 & 24 and
Parallel Access Road ) 2266667 |8 566667 | $  1.700,000 | 5
Security/Airside Improvements S 180,000 ] & 45.000 | § 135,000
Total 2005 S 444666718 1411667 |F 18350005 1,200,000
TAW to Carge Center S 3000000 ) $ 750,000 15 2,250,000 &
Other ] 1000000 | $  1.000000{ & S
Total 2006 5 4000000 | 1,750,000 { $ 22500008
Rehabiilate TAWs L& T S 1333333 | 8 333333 | % 1.000.000 | 8
Design RW 15-33 § 2000000 | § 800,000 [ 3 - ] 1,200,000
Other g 1,000,000 | $ 1.000,000]5 - $
Total 2007 5 4333333 | % 21333331 % 1.000.000 | & 1.200.000
Reconstruct RAW 6-24 §  18000000| 5 $ 66382065 113860794
Other ] 1.000,000 |5 1.000.000 |5 ] -
Total 2008 S 19000000 % 1000000 | & 66392065 11360794
Total 2009 {Other Projects) ] 1,000,000 | % 1,000,000 ] % ] -
Total 2010 (Other Projects) 5 1.000000 |3 1.000000]% s
Reconstruct R/W 15-33 5 18000000 % - 5 72300005 10.770.000
Qther § 1.000,000 | $ 1,000,000 3
Total 2011 $ 19000000 (% 1.000000)$ 723000015  10.770.000
Total Program FY 2000 - 2011 § 76236856 | % 1927144385 228167065  33.948.707
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Airport Improvement Program Entitlement funding is based upon the formulas and allocations included in
FAA authorizing legislation. The most recent authorization. The Aviation Investment and Reform Act for the
217 Century {(Air 2 1) includes the current funding fermula. AIP entitlement grants are issued at the beginning
of each Federal fiscal ycar based on the Airport’s prior calendar vear enplaned passengers. The annual
entitlement is based on a shding scale consisting of per passenger entitlement rates.

The rate for the first 50,000 passengers is Sample Entitlement Formula Calculation

$23.40. for the next 50.000. the rate is [Galendar Year Enplanements 3,200,000 | Entitlement $
515,60, Tor the next 400.000 passengers, itis Rate for 1st 50,000 z 23.40 | $ 1,170,000.00
§7.80, for the next S00.000 passengers. it is Rate for Next 50.000 g 1560 [ $  780.000.00
S1.95 and for each passenger above [Rate for Next 400,000 g 7.80 | $ 3,120,000.00
1.000.000, it is $1.50. The formula based [Rate for Next 500,000 3 195 % 975.000.00
cntitlements are then reduced by 50% for [Rate Above 1,000,000 3 150 | $ 3,300,000.00
airports that charge up to a $3.00 PFC, and Formula Based Entitlements $ 0.245.000.00
by 75% for Airport’s such as Bradley that 75% PFC Reduction $ 7,008,750.00
will charge a $4.50 PFC. A sample MNet Fiscal Year Entitlement $ 2,336,250.00

calculation of entticments based on the

current formula is shown at right based on total enplaned passengers of 3.2 million and imposition ol a $4,50
PEC. As indicated. total annual entitlements are approxamately $9.3 million before the PFC reduction. and $2.3
million after the reduction. The AIP reduction in the example is $7.0 million. However, PFC revenue al the
%4.50 level net of the carrier collection fee of §,08 per passenger is $14.1 million. This is more than twice the
AIP reduction amount. In addition, PFC revenues may be used 10 finance projects that are low priorities under
the AIP Discretionary program.

The estimated additional capital program beyond 2011 is shown on Table IV, 1(}. The program beyond 2011
assumes that the AP, or a similar Federal program, remains in pluce. The assumed level of the entitlement in
2012 is §2.4 million trounded up from the estimated entittement shown above). No enplanement growth was
assumed for the purpose of estimating the additional capital program through 20016, A 1% annual increase in
the annual entitlement is assumed thercafter. In order 10 estimate the State share of entitlement spending. the
current 75% Federal. 25% State disiribution was assumed. In addition to AP projects. the capital program
beyond 2011 includes State projects funded at the rate of 32 million annually. As indicated on Table V. 10.
the program beyond 2011 includes $51.2 million in State spending plus $45.8 million in Federal spending for a

total of 397 million for the period Additional Capital Pregram 2000 - 2029

2012 through 2029. The total [Source Identified Program | Beyond 2011 Total

additional capital program for the (State Capital $ 19,271,443 | $ 51258665{ % 70,530,108

entire forecast period 15 |State Qperating | $ 200,000 | S - $ 200,000

summarized ut right. Federal Capital [ $ 22,816,706 | § 45,776,000 | § 68,592,706
PFCs % 33,948,707 | % - $ 33,048,707
Total 3 76,236,856 | S 97,034,665 | § 173,271,521
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Table V.10

Bradley International Airport

Additional Capital Program - Unspecified Projects Beyond 2011

Brudiev hiaevnationad Aivpore Terminal baprovement Project

Various AIP Projects Other State State
Year State Federal Total Projects Total Grand Total
2012 $ 803333 |% 2410000} % 3213333([8 2,000,000 | § 2803333 [ % 5213333
2013 $ 803333 |8 24100008 32133338 2,000,000 | 2,803,333 | & 5.213,333
2014 $ 803.333[$ 2.410.000 |8 3213333 [ % 2,000,000 | $ 2,803,333 |8 5,213,333
2015 § 803,333 | 2410000 % 3213333 | % 2,000,000 | & 2,803,333 | § 5213,333
2016 ) 806,000 | S 24180001 % 3224000 (% 20000001 % 2,806,000 | & 5,224,000
2017 s 814000 | % 2442000 |8 3256000(% 2,000,000 { $ 2,814,000 | $ 5,256,000
2018 5 822000 | $ 2486000 % 3.288000( & 2,000,000 | % 2.822,000 | § 5,288,000
2019 5 830,333 | & 24910008 3.321.333 | % 2,000,000 ] % 2,830,333 | $ 5.321,333
2020 § 838,667 | & 2516000] S 3,354,667 | $ 2,000,000 | $ 2,838,667 | & 5.354,667
2021 b 847000 | & 2541000 ]S 3.388.000 [ % 2,000,000 | % 2,847,000 [ § 5,388,000
2022 $ 855333 [$ 2.566.000 ]S 3421333 | % 2,000,000 | § 2855333 | % 5421.333
2023 S 864000 [ & 2.582.000(5 3456000 | § 2,000,000 & 2,864,000 | 8 5,456,000
2024 $ 872667 | % 2618000]85 3490667 (% 2000000 | & 2872667 | 5.490,667
2025 $ B81,333 (% 26440005 3525333 | & 2,000,000 1] % 2881333 | % 5,525,333
2026 $ 890000 | % 26700008 3,560.000 | § 2,000,000 | $ 2,890,000 | § 5.560,000
2027 $ 8990008 2697000[S 3.596.000( % 2,000,000 | & 2,899,000 | $ 5,596,000
2028 3 9080005 27240005 3,632,000 | % 2,000,000 | $ 2,908,000 (% 5632000
2029 3 917000 (% 2751.00010S 3.668,000 | 8 2,000,000 | § 29170001 %  5.668.000
Sub-Total | $ 15258665 | & 45776000 | 5 61034665 | & 36,000,000 | & 51,258,665 | § 97,034,665
Program PFCs

To 2011 $ 19,471,443 | % 22816706 | § 42288149 ) & 33,948,707 | § 53420150 | § 76,236,856
Grand Total | $ 34,730108 | § 68592706 | $ 103322814 | & 69,948,707 | & 104.678,815 | § 173,271,521
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4. AIRLINE REVENUES

The airlines at Bradley International Airport pay Terminal Building Rent. Baggage Area Charges, Apron Area
Rental and Landing Fees based on the allocation of costs to the Terminal, Apron and Landing Arca Cost
Centers. The caleulation ot each charge, historic and projected airline revenues are addressed below:

A) Historic Terminal Building Rent

The Terminal Building rental rate is calculated annually on the basis of gross space and total expenses
allocated to the coast center. Gross space means all Jeased. leasable, unassigned and public space within the
existing Terminal Building. or as it may be enlarged, improved or renovated. Gross space is divided into total
allocated cost to determine the Operating, Maintenance and Amortization {O. M&A) component of the rental
rate per square foot of gross space. This O, M&A component is used for each terminal building area. The deint
service associated with the construction costs applicable to cach terminal building area is added to the O.M&A
component to derive a unique rental rate for each building area. The rental rates charged to the airlines depend
on the terminal area occupied,

The Airport Operating Budget for the fiscal year ending Junc 30. 2001 includes the calculation of rental rates
in the Terminal Building as shown in Table [V.11. Asindicated on Table IV.11. the FY 2001 Budget includes
Terminal Building rental rates between $19.58 and $43.33 per square foot annuatly. The operating expense
component of the rate is equally set for all areas of the Terminal at $18.51 per square foot, and the detut
component varies significantly by arca between $1.07 and S24.82.

The actual rates shown above for FY 2001 comprise an operating expense component of $7.520.420. current
vear amortization of capital improvements of $428.470, a prior year credit for actual terminal expenses less
than budget of ($209.732) and a prior year vested sick pay charge of $9.472 for total expenses. other than debt
service, allocated to the Terminal Building Cost Center of $7,748.630. These expenses were divided by total
gross space of 418,622 square feet 1o arrive at an operating and capital expense component of the Terminal
Building rate base {excluding debt service) of $18.51 per square foot annually. This rate is equal for all space
shown above. The variance between rate categories is due to the allocation of the debt service component.
The allocation of debt service is shown in Table IV. 11 along with the other components of the rate base. The
State General Obligation Bonds, as allocated to the Terminal arcas, were fully amortized for American and
Delta in the year 2000, and for all other Terminal areas in the year 2001. at which pointin time this component
of the Terminal rate base will no longer exist.

Feasibitine Report of the Airport Financial Consultant

hPagé? V.25



The Lowis Bevger Growp, Inc,

Table V.11

Bradley International Airport
FY 2001 Terminal Building Rental Rates

Bradiev hucernational Aivport Terminal Inprovement Project

Expense Debt Total Allocated

Terminal Area Component | Camponent Rate Debt Gross Space
Conc. A - Delta & 1851 1S 1.07| 51858 | $ 17,629 16,467
Conc. A - American $ 18518 107519588 17,749 16,579
Conc. A - Other $ 1851 ]S 117 | 31968 | % 26,768 22,918
Conc. B $ 185118 117 | $1968 | % 14,618 16,795
Murphy $ 185118 11.211529.72 | $1,478,319 131,918
Terminal A/ Conc. C $ 1851 1% 2482 | 543.33 | $4.058,709 163,536
IAB $ 185118 B50|$27.01 % 428634 50.410
Total L 8 e ) $ 6,047,426 418,622
Terminal Allocated Expenses V7 /4 /7 57 240 7] $ 7,958,362
Prior Year Adjustment v R 71 $  (209,732)
Adjusted Expense Allocation /77 A ] $ 7,748,630
Expense Component % G it 2 IR 18.51

$50.00
$45.00
$40.00
$35.00
$30.00
$25.00
520.00
$1500
$10.00

55.00

$-

Conc. A -
Delta

Conc A -
American

FY 2001 Terminal Rental Rates

Conc. A -
Other

@ Expense Component B Debt Compoanent

Cone. 8

7

Murphy

Terminal A ¢
Conc. C

AR

Table V.12 depicts the historic Terminal Building revenue generated from the rental rates
historically established pursuant to the micthodology deseribed above. This includes actual revenues
gencrated from 1994 through 20000 and the FY 2001 budget. It also includes g break down ol the

currently occupied space by arca und applicahle rate.

As indicated i Table IV 12, Terminal

Building rent has increased from approximately 53.8 million to S4.3 million in the current budget.
The largest percentage of airline Terminal cent (545 ) is for the occupancey and use of Terminal A
and Concourse C. The remaining 46% is for the occupancy and use of the Murphy Terminal. and
Concourses A and B, The “Other Terminal Rent™ shown on Table IV 12 represents airline renls
established by agreement for American. Midway, Midwest Express and Shuttle America. and fixed

concessions rentals.

Feaxibility Report of the Airpart Fingncial Consiettant

Page IV - 26



The Louls Berger Group, T,

Bradtey Iiternational Aivport Terminad huprovement Project

Table IV.12

Bradley International Airport
Historic and Budget Airline Terminal Building Revenue

FY 2001 Actual and Budget
Occupancy Revenue [Square Feet| Rate Terminal Building Rent
A - Delta $ 322,424 16,467 | $19.58 [FY 1994 Actual $3,778,224
A - Amer. $ 297,029 15170 | $19.58 [FY 1995 Actual $3,805,192
A - Other S 112,727 5,728 | $19.68 |FY 1996 Actual $4,149,135
Conc. B $ 206,916 10,5614 | $19.68 {FY 1997 Actual $ 3,878,266
Murphy $ 670,305 22,654 | $29.72 |FY 1998 Actual $3,752,223
IAB $ 62717 2,322 | $27.01 [FY 1992 Actual $ 3,959,285
Term. A/ Conc. C $ 2,245,447 51,822 ] $43.33 |FY 2000 Actual $4,127,718
Southwest $ 271,397 FY 2001 Budget $4,188,961
Airline Sub-Total $4,188,961 124 577 //,7/////
Other Terminal Rent| $ 64,838 |27
Total Terminal Rent | $4,253,800 /77277, W
Terminal Building Revenue
AEIO0C 1 e i mm « e e - FY 2001 Airline BA - Delta
Terminal Rent

e OA- Amer.

3500000

- B A - Other

3uanong

250000 Conc. B

ZNOGHCD Murphy

1500000

00000 . IAB

SU6O0D B Term. A/ Conc. ©

O Southwest

094
1955
1996
1897
17
1999
2000
20m

B) Historic Baggage Claim Area Charges

Baggage Claim Areu Charges are based upon the Terminal Building Rental Rates established annually. The
total square teet of cach buggage claim area is multiplied by the rental rate per square foot and the total charge
is shared by the Atrlines utilizing the baggage claim arca. Twenty percent of the total charge is shared cqually
by all airlines and 8¢ percent is shared on the basis ol cach wirline’s percent of totat enplaning passengers.

Baggage Claim Arca Charges are shown on Table IV.13. Thiv includes the square footage of Baggage Claim
area in the Murphy Terminal. Terminal A and the TAB. the current rate applicable o each area and associaled
revenue in the FY 2001 budget.  As indicated on Tabic 1V. 13, total Baggage Claim Area Char ges have
increased from S876.124 10 1994 to0 $1.022.724 in the FY 2001 budget. The majority of this revenue (64% ) is
generated from the Terminal A Baggage Claim Arcas.
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Table IV.13
Bradley International Airport
Historic and Budget Baggage Claim Revenue

FY 2001Budget Actual and Budget
Qccocupancy Revenue |Square Feet| Rate | Baggage Claim Area Revenue
Murphy $ 296,873 9.989 | $29.72 |FY 1994 Actual $ 876,124
IAB $ 68,065 2.520 | $27.01 |FY 1995 Actual 867,303
Terminal A $ 657,836 15,182 [ $43.33 [FY 1996 Actual 897,652
Total Baggage Area | $1,022,774 27.691 FY 1997 Actual 879,963

FY 1999 Actual 881,579
FY 2000 Actual 948,198
FY 2001 Budget 1,022,724

$
$
$
FY 1998 Actual $ 864.474
$
$
$

Baggage Claim Aevenue

30 ALCO0D e e FY 2001 Baggage Claim Revenue
£1.006.000
@ Murphy
L4DC 060
1606 000
IAB
5,40 000
£20C 000 .
BTerminal A
5.

1994 1995 1906 1997 1898 1989 2000 2001

() Historic Apron Area Rental

The Apron Arcareters to the aircraft parking and maneuvering areas adjacent to the Terminal Building. Apron
Arca Rental is calculated annually on the basis of costs allocated to the Apron Area Cost Center divided by the
total linear feel of the apron. measured along a line 100 teet perpendicular from the face of the Terminal. Thix
cost per linear foot is then assessed for each linear foot exclusively leased by each airline pursuant to the terms
ot its agreement. The Airport Operating Budget tor FY 2001 includes Apron Area Rental caleulated at the rate
of $460.23 per lincar foot.  This cost is based on allocated debt service. operating expenses, capital
amortization and prior your adjustments as shown on Table V.14, As indicated on Table 1V.14. the
composition of the Apron Area Rental Rate includes $1,711.909 i allocated operating expenses, $103.47 1 in
capital umontization and 3213.011 ef existing debt service. After adjusting for prior year actual expenses, total
allocated expenses of $2.096.355 arce divided by 4,535 lincar feet of Apron in establishing the current fee of
5460.23 per linear toot per year. The FY 2001 budget reflects a total of 4,082 feet rented for total revenue of
S1.878.660. a significant increase from 1994 actual revenue of $915.768.
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Table IV.14
Bradley International Airport
Histaric and Budget Apron Area Revenue

Expense Actual and Budget
FY 2001 Apron Area Component Apron Area Revenue
Operating & Maint. Expenses | $ 1,711,909 |FY 1994 Actual $ 915,768
Capital Amortization $ 103,471 |FY 1995 Actual $1,244 117
Debt Service $ 213,011 |FY 1996 Aclual $1,476,658
Total Allocations $ 2,028,391 |FY 1997 Actual $1,588,346
Prior Year Adjusiment $ 66,210 |FY 19498 Actual $1,974,486
Prior Year Sick Pay $ 1,754 |FY 1899 Actual $ 1,576,880
Net Allocated Expenses $ 2,096,355 |FY 2000 Actual $1,936,625
Linear Feet of Aprop 4,555 |FY 2001 Budget $1.878,660
Rental Rate Per Linear Foot | §  460.23
Apron Area Revenls FY 270 Aoro- Aental Per Linear Foot
52 530 000 o - e
45 00 —l 00 & M Expenses
52 020 000 - oy : __ i 00 00 ;
3 ssace D Debt Service
5 SN0 300 6
_ 266 00 i )
g0 1o~ 206 00 - I Capital
- 150 06
5505 000 1K) GO OFR.Y. Sick Pay
50 6C
s — ] DOP.Y. Adjustment

G0d 1995 1996 1987 \GHE e 2000 2001

D} Historic Landing Fees

The Landing Fee is calculated annually on the basis of the Signatory Airlines” share of costs allocated (o the
Airfield Area Cost Center divided by the total landed weight of all Signatory Airlines. The Signatory Airlines
share of costs allocated to the Airfield Area 1s determined through the use ol a Signatory Airline Coefficicnt
including a Frequency Factor and a Weight Factor. The Frequency Factor represents the Signatory Airlines”
percentage of total aircraft landings at the Airport. The Weight Factor represents the Signatory Airlines
percentage of total gross landed weights at the Airport. The Signatory Airlines share of total Airfield Area
costs is determined by multiplying such total costs by the formula .35 x Weight Factor + .65 x Frequency
Factor. This allocable cost is divided by the Signatory Airlines landed weight to determine the landing fee,
The foregoing calculations are bused upon statistics and estimates included in the annual Airport Operating
Budget. Landed weight calculations are based upon Revenue Aircraft Amivals (those including passengers,
curgo or mail) and maximum certiticated aircraft landing weights approved by the FAA.

The Airport Operating Budget for the fiscul year ending June 30. 2001 depicts Signatory-landing fees
calculated at $1.186 per 1.000 pounds of certificated landed weight. In accordance with the terms of the
Agreement, this is based apon toral costs allocated to the Airtield Acea of $11.123.917 which includes
allocated debt service, operating expenses. capital amortization and prior yeur sick pay. The Signatory Airlines
share of these costs was calculated at 45,20% based upon a Frequency Factor of 35.97% and a Weight Factor
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of ©2,33%. A prior year adjustment hased on actual vx. budget landing tees was deducted trom the Airline s
share of Airfield costs to determine the total cost allocated to the Airlines for the current year. These costs
were divided by projecied Airline Lunded weights w determine the landing fee. The associated costs,

Table IV.15
Bradley International Airport
Historic and Budget Landing Fees

Expense Signatory | Signatory Calculation of
FY 2001 Airfield Area | Component Share Landing Fee Signatory Airline Coefficient
Operating & Maint. $ 9.609.665]54.343.568 | § 1.029 |Signatory Landings 31,205
Capital Amortization $ 1,025998 | § 463,751 ;1 § 0.110 {All Other landings 55,552
Debt Service $ 47522918 214804 |85 0.051 | Total landings 86,757
Prior Year Sick Pay $ 13.025 | § 5887 | % 0.001 |Frequency Factor 35.97%
Total Allocations $11,123,317 [ $5,028010 | $ 1.191 |SignatoryLanded Weight | 4,221,347
Prior Year Adjustment S (19.8%0) $ (0.005){All Other Landed Weight | 2,551,007
Total Signatory Landing Fee 3 1.186 | Total Weights 6,772,354
Non Signatory Landing Fee $ 1.66 {Weight Factor 62.33%
Signatory Coefficient 45.20%
FY 2001 Landing Fee Components
‘] 2 — . [P c
|
1 |
08 OO & M Expenses
06 ) ‘ O Capital
i B Debt Service
0.4 : . BP. Y. Sick Pay
02 BP.Y. Adustment
0 |
0.2 o e ——————— C e mem—— e [, ._J
Actual and Budget Landing Fee Reven
Landing Fee Revenue $8.000.000 - - - S bl
FY 1994 Actual $ 5,578.556 58.000.000 ' ™ — T
FY 1995 Aclual $ 7,184,184 57.000.000 [ —
FY 1996 Actual § 6,156,240 | oo
FY 1997 Actual $ 6439810 | <\ 000000
FY 1998 Actual $ 7,963,784 $3.000,000
FY 1999 Actual $ 6,424,882 $2 000,000
FY 2000 Actual S5 7,895.850 1.000.000
FY 2001 Budget $ 8,378,000 s L B

1994 1995 1996 1997 1998 1999 2000 2001

allocations. calculations and relative composition ot the Landing Fee is shown on Tuble [V.15. As indicated on
Table [V.15, Landing fees have also increased signiticantly. In 1994 actual Landing Fees were $5.6 million.
They are currently budgeted at S8.4 million for Y 2001,
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E) Analysis of Historic and Budget Airline Revenues

The Air Carrier Operating Agreemcents were entered into with the intent of securing the 1982 Revenue Bonds
{now the 1992 Refunding Ronds). This was accomplished quite effectively through the procedures and
methodologies used to establish Airline rates and charges. Airline compensation 1o the Airport is adjusted and
cilculated annually based upen actual and projected costs incurred within three cost centers including the
Terminal Building. Airfield and Apron areas. While the Air Carrier Operating Agreements stipulate the cost
centers and calculations used in setting a level of compensation. the process and methodology of allocating
costs 10 the cost centers 1s not entirely stipulated. This provides management with some flexibility in setting
Signatory Airline rates. The components of each rate include budgeted expenses and prior vear adjustments,
capital amortization and debt service on all three outstanding bond issues. As shownon Table IV.16. areview
of audited operating revenucs for the prior seven years. and budget data for FY 2001, indicates that this fee
structure has produced total airline revenues increasing from S11.4 million 10 $15.7 million in the 2001
Budget. This has represented between 36 percent and 43 percent of total operating revenue. It also represents
between 60 percent and 75 percent of total operating expenses. The air carrier operating agreements and the
existing compensatory rate structure will work well for the proposed Terminal Improvement Project. provided
that:

= Majority-in-Interest approval is obtained;

= Existing debt on facilities ta be decommissioned is appropriately ransterred 1o the Terminal lmprovement
Project; and.

= New revenue bond debt to be issued is fully allocated to the Terminal, Airfield and Apron arca cost
centers, as appropriate.
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Table IV.16
Bradley International Airport
Historic and Budget Total Airline Revenue

Actual Actual Actual Actual Actual Actual Actual Budget

1994 1995 1996 1997 1998 1999 2000 2001
Terminal Building $ 3.778,224 | S 3.805192 | § 4145135 | 5 3878266 | 5 3.752,223 | $ 3.950.825 | 5 4,127,718 | § 4,188.961
Baggage Claim $ 876124 |5 867.303|% 897652 |5 879963 |5 864474 |§ BB1579 |5 948198 | § 1.022.724
Apron Area $ 915768 |5 1244117 | § 1476658 | 5 1.588.346 | 5 1.974.486 | § 1.576.880 | 5 1936625 & 1.878.660
Landing Fees $ 5578556 |3 7184184 | § 6,159.240 | & 65439810 |5 7.963,794 | § 6,424,682 | 5 7885850 | § 8.378.000
Ramp Farking $ 218187 |5 205858 |% 259112 | & 284266 | S N728 % 271625 S 211167 S 182,400
Airline Total $11.366,859 | 513.306,655 | $12,941.797 | $13.050.651 | 514,586,705 | $13,114.791 | $15.119.358 | $15.660.745

Total Op. Revenue $27.986,014 | $30.599.569 | $31,819.465 | $32.731.043 | 535.645.977 | $36,358.598 | 541,307,191 | 540.288.595
Operating Expense $18.965,598 | $18.756.400 | $20,575.487 | $19.745.668 | $19.395.270 | §21,242.482 | $21.815,207 | $24.609.415

Airline % of
Tatal Revenue 41% 43% 41% 40% 1% 36% 37% 39%
Operaling Expense 60% 71% B83% 66%: 75% 62% 69% 64%
Historic and Budget Total Airline Revneue
$18.000.000 ———- - : ey
| *
$16.000.000 i Landing Fees
$14.000.000
$12,000.000
W Apron Area
$10.000.000
$8,000.000
$6.000.000 O Baggage Claim
$4.000.000
$2.000.000 _ o
Terminal Building
s.

1994 1995 1996 1997 1998 1999 2000 2001
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F) Terminal Improvement Project Revenue Impacts

Future airline rates and revenues will be a function of future allecations to the airline cost centers pursuant 10
the Adrport’s compensatory rate setting methodology. The Terminal Improvement Project will impact these
allocations and the Airport’s projected financial performance in several ways. Projected operating and
maintenance expenscs will change because a portion of the Murphy Terminal is being decommissioned and a
new terminal and concourse is being constructed. This adjustment was addressed previously in the discussion
of projected operating and maintenance expenses. In addition, existing debt service allocations will chiange as
a result of the Murphy Terminal decommissioning, retirement of the 1989 Suberdinated Bonds and partial
refunding of the 1992 Bonds. and becanse new debt service is bheing incurred to undertake the project.
Terminal Building gross space. the areas benefiting from GARB debt service and future space occupicd by the
airlines will also change. These changes will significantly affect projected airline revenues due o the
compensatory rate setting methodology in place at the Airport. Construction of the new FIS building will also
result in new revenues and expenses. These impacts are addressed below.

Existing Debt Service — On February 1. 2001, the State retired all outstanding 1989 Subordinated Bonds.
Annual debt service on these bonds has been allocated to the airline cost centers through FY 2001 based on the
areas benefiting from the debt. Effective in FY 2002, the 1989 Subordinated debt service has been removed
trom the airline cost centers. In addition, the $3,050,200 in outstanding principal that was repaid is amortized
over the original remaining term of the 1989 Subordinated Bonds through 2013 and allocated to the airline cost
centers consistent with the areas benefiting from the original debt.

The State is also preparing a partial refunding of the 1992 Airport Revenue Bonds. The partial refunding is
referred to as the 2001 Refunding Bonds. The Par amount of the 2001 Refunding Bonds is $18.3 million bused
on roadway and sewer costs originally funded in the 1992 Bonds and cligible for advance refunding, The 2001
Refunding Bonds will provide savings in annual debt service of approximaltely $280,000 in FY 2002, which
increases to approximately $500.000 in FY 2012. Since debt service on the roadway and sewer costs has been
allocated to the astline cost centers. the savings associated with the 2001 Refunding Bonds has been credited 1o
the airline cost centers in proportion to the original debt service allocations. The total savings from FY 2002
through FY 2012 are approximately $3.3 million, $1.2 million of which is credited to the airline cost centers.

In addition to changes in existing debt service allocation. the Connecticut DOT has consistently taken the
position that, since the Murphy Terminal and Concourses A and B were to be demolished as part of the
Terminal Improvement Project, the existing debt service charged to those arcas should he re-allocated to the
new terminal and concourse. The airlines have concurred with this approach. With the advent of new service
by Southwest Airlines. and the nced for additional space. the plan to demolish the Murphy Terminal was
changed to a partial decommissioning, Therefore, only the debt service allocations to the decommissioned
terminal areas arc 10 be rc-allocated to the new terminal and concounrse. Existing debt service allocations to the
portions of the Murphy Terminal to remain in service will continue to be allocated to those areas until they are
decommissioned.
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Table IV.17 shows the existing

. Table IV.17
debt service allocated to the Murphy Terminal Debt Transfer
Terminal Building Cost Cenler
and lhe anticipated chunges in Decormmission Existing Allocated Debt
existng debt allocation that Mgrminal Area Percent Fy 2002 FY2003 | FY 2004
will occur as a result of the [eo A Delta 100.00%| $  15.900 | & |3 :
Terminal Improvement [Cone A American 100.00%| § 16,018 | S 15662 | S -
Project. FY 2003 reflects @ {Cone A Other 100.00%| $ 22,142 | $ 21,6506 -
reduction  in existing  debt [conc. B 000%|$ 16228 [S 15867]8 15788
allocation due to the relocation  fpurphy Terminal 70.84%] & 1,431,403 | S 1428540 | § 416,332
of Delta and US Airways |[intl. Terminal 0.00%|$ 412994 1% 411897 [$ 411646
associated with the plan to |Terminal A 0.00%| $ 3,981,286 | § 3.214,211 | § 3,976,800
transition airline occupancy us  [New Terminal 0.00%| % - $ - $ 1,064,144
nceded 10 effectuate  [Total N/A $ 5895980 | $ 5107827 | $ 5,884,710

consteuction of the expansion

area, decommissioning und rehabilitation of existing areas. Upon completion of the Terminal Improvement
Project, existing debt allocated to the decommissioned areas of the terminal is transferred o the new terminal
as reflected in FY 2004,

Concourse A is to be completely decommissioned and Concourse B will remain fully in service. The portion
of the Murphy Terminal to remain in service is based on data provided by HNTB and the Connecticut DOT
that indicates the fellowing arcas will remain in service:

23 Airlme Area - 372
O Baggage Area - 7.4500
U Joint Use Area - 16.886
a0 Non Airline Area - 10,306
0 Total In Service - 38464
J  Total Murphy Terminal - 131918
2 Percent Decommissioned - 70844

The existing debt allocation 10 the Murphy Terminal is otherwise expected to remwin in place uatil the new
terminal and concourse is complete (June 30, 2003 for the purposes ol rate development). Etfective in FY
2004, $1.,064.144 of Murphy — allocaied debt will be wansferred to the new terminal and concourse and used in
the devetopmem of a Transfer Debt

Component. The Transter Debt FY 2005 GARB Debt Service

Component is based on the gross space $7.000.000 ]
of the entire new terminal and concourse B Airport Share
. . 56.000.000

{260,208 square feet).  The Transter .
Debt Component equates 0 55 000.000 O Other Terminal
approximately  $41.09 per square ool [T A
through FY 2012, 84.000.000 . W Apron Area

o i $2.000.000 : MO Terminal A
Future Debt Service - Future GARB
debt service will also be incurred 10 $2.000.000 B Airline Additions
finance the Terminal  Improvement $1.000.000
Project. As previously indicated in Table ! B Expansion Area
ML 1. the Series 2001 General Airpon 5 b
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Revenue Bonds will provide $70,098. 1013 in funding for various non-PFC eligible components of the project.
The new debt service associated with this funding has been allocated among the airline rate bases using the
five-step process discussed below:

2  Percent Of Total Non-PFC eligible GARB Project Costs - Non-PFC eligible GARB tunding of the key
compongents of the Terminal Improvement Project were expressed as a pereentage of total Non-PEC
cligible GARB [unding. The key components being allocated debt for the purposes of rate development
inclode the Terminal Expansion. the renovation of Terminal A and Concourse C, the IAB, Concourse B
and the Murphy Terminal, Airline Additions to the project (et hridges. other equipment. club space and
(inishes), und the Apron Arca.

4 Airline Use Percentage — Each Non-PFC eligible GARB — funded component ol the Terminal
Improvement Project was broken down between the percentage used by the Airlines and the percentage
not used by the airlines. The airline use percentage is based on the airline’s share of the non-public space
in cach fucility because the public space is funded by the Passenger Facility Charges included in the
tfinancing plan. Airline space includes ticketing. office. security. hold room and baggage arcas. Non
public space represents the gross space of each facility less all public space (restrooms. vestibule. public
circulation and mezzanine). The Airline Additions to the project (jet bridges. etc.) are 100% used by the
airlines. as i1s the Apron Area.

3 Airline Percent of Total Non-PFFC eligible GARB - The Airling’s share of each Non-PFC eligible GARB
- funded component of the Terminal Improvement Project was expressed as the preduct of the Percent of
Total Non-PFC eligible GARDB Project Costs and the Airline Use Percentage discussed above. The total
airline share is 72.35%.

3 Allocation of Airline Percent — The uirline’s share of cach Non-PFC cligible GARB — funded component
of the Terminal Improvement Project was expressed as a percentage of the sum ol all airline shares
associated with a cost center. which excludes the construction management and public relations costs, The
result of this calculation represents a LO0% allocation of the airline’s share of the Non-PFC eligible GARB
among the Non-PFC cligible GARB - funded components of the Terminal Improvement Project
associated with a cost center.

o Capitalized Interest - The airline’s share of the Non-PI‘C eligible GARB debt service 1s based on the
airline — allocated project costs discussed above plus cupitalized interest on those projects through
heneficial occupancy of the new terminal and concourse. The airline share of Non-PFC eligible GARRB
projects, plus a comparable share of construction management and public relations services, is $30.7
million. The required capitalized interest is $4.1 million. Together with underwriting. reserve and other
uses. the total Par amount of the airlineg portion of the Non-PFC eligible GARB would be approximately
$61.9 million. Analysis of alternate debt service runs of the airline and non-aitline portion results in the
determination that approximately 75.2% of the Non-PFC cligible GARB debt service will be fully
allocated to the airlines based on the allocation percents derived above. Capitalized interest will fully fund
debt service on the airline portion through FY 2003, and partially for FY 2004, The tirst full year's debi
service that will be allocated is FY 2005, As indicated above. approximately $5.0 out of $6.6 million is
allocated to the airline rate basces.
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Table IV.18 shown helow presents the calculations associated with allocating the Non-PFC eligible GARB
debt service,  Table IV.19 on the following page depicts the resuliing allocation ol debt service. From 2001
through 2003. the airline share is funded with capitalized interest. From 2004 through 2020, the airline’s share

of Non-PFC eligible GARB debt is allocated based on the percentages shown below,

Table IV.18

Bradley International Airport

Allocation of New Garb Debt Service

Fercent of Non-Airling Arline Allozaton
GARB - Funded Temal GAREB | Airline Use Use Percent of of Airline
P:olert Cosls Project Costs | Percentage | Percentage | Total GARE Percent

Total GARB Project Fund Deposits 70,098,103 100.00%

Aistine Additions to Project /,”7/////// QSIS A A v T A
Clubspace East Concourse $  1.980.20% 2.82%| 100.00°% 0.00% 2 BOY%, 4 .10%
Flight / Baggage Info. Display S 30,420 0.04%) 100.00% 0.00% 0.04%| 0.06%
Qutbound Baggage Coveyor g 207,785 0.30%] 100.00% 0.00% 0.30% 0.43%
Curbside Checkin Conveyor g 75.558 0.11%] 100.00% 0.00% 0.119% 0.16%
| Passenger Loading Jel Bridges S 495 000 0.71%] 100 00% 0.00% 0.71% 1.02%
Exclusive Tenant Finishes S 9,313,560 13.29%] 100.00% 0.00% 13.29%] 19.27%
Total Airline Additions to Project 12,102,532 17.27%| 100.00% 0.00% 17.27%1  25.04%
Terminal Expansion /////Z/// N X A A T T A o
New Concourse §  15304.428 21.83%| 74.26% 25.74%| 16.21%] 23 51%)
New Terminal___ 5 24838695 35.43%| 59.73% 40.27% 21.16%| 30.70%)|
| Roadway g 1,255,849 1.79%]  32.74% 67 26%) 0,599 0.85%
Sail Remedialion New Term 5 1,324 174 1.89% 66 36% 33.64% 1.25% 1.82%
Jet Fuel Plume Extraction S 1,461,600 2.09%| 66.36% 33.64% 1.38% 21}1%
Mantenance Demoliion g 195,396 0.28%; 66,3689 33.64% 0.18% 0.27%
Total Terminal Expansion S 44380142 63.31% W////’,////Z// 40.79%  59.16%
Terminal A Renaovation /////W .-"7////7//41//7/ f#////zfy//Y//mdf/////f’
Terminal A 5 3260068 4 65%| 51.79% 48.21%| 2.41%l| 3.49%
Cone C 5 2.584.354 3.69% 84 93% 15.07% 3.13% 4.54%
Soil Remediation Term A & Conc C S 102,665 0.15%| 64.71% 39.29% 0 09% 0.14%
Total Terminal A Renovation 50847 087 8 48° [/ ///, " /M B8.179
Other Terminal Renovation /7/////// AT A /W//?r//////)f//////? /7//

|AB S 189,903 0 27% 84.04% 15 960’

Murphy Concourse B g 860 355 1.23%] 86.19°

Murphy Terminal 5 860,355 1.23% 52.2

Total Other Terminal Aenovation 1.910.619 2.73% W///

Apron Area /:////f;;// //////////A

Apron New Concourse 5 2155161 3.07%] 100.00%

Apran Concourse C 3 182 662 0 26%] 100 00%

Total Apron Area S 2337823 3.34%| 100.00°%

Total Cost Centers $ 66678203 95,12%:’7/// /] /o

Other e R A e eV 4 4 /
|Commercial vehicle Lot 5 - 0.00% ///////QW////;’//'/./Z/ f;/////Zf
FIS Buiding s - 000% f/’Z/'A'/ ZM "7” _t”// e
Construction Management and PR S 3419900 4.88%| _69.63% 30.37% 3,409 4.93%
Total Other 5 3,419,900 8.88% A S A A A A /]
Tatal GARB Projecis 70,098 103 100.00% ,/////’/////////{///////?//////ﬁ
Total Aitline Share /V/W SR A 7238
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Table IV.19
Bradley International Airport
Allocation of New GARBE Debt Service

Allocation of GARB Debt
During Cap | Funding Pericd Allocation 06/30/01 06/30/02 06/30/03

Total New GARB Debt Service N/A S 386311 (% 1048010 |8 1.396337
Airport GARB Share 100%($ 386311 |§ 1043010 | % 1.386337
Allocated Airline GARB Share 0% $ - $ - s -

Allocation of GARB Debt

After Cap | Funding Period Allocation 06/30/04 06/30/05 06/30/06 06/30/07| 06/30/22
Total New GARB Debt Service NfA $ 5437413 |5 6645551 |5 6652301 |$ 6655239 | % 1600689
Airport GARB Share 24.8%| % 1623445 |% 1647335 |$ 1650272 | S 164B772 |3  396.994
Allocated Airiine GARB Share T52%| % 3813969 | % 4998216 | S 5002029 | & 5006466 | $ 1.203.605
2003 Intl Terminal 0.330%| 8 12,586 | % 16.494 | 8 16507 | § 16,521 | $ 3.972
2003 Terminal A B170%|% 311601 |$ 408354 |% 408666 % 409.028]% 98.342
2003 Terminal Expansion 50.160%)| 5 2256344 S 2.956945 |5 2959.200 |$ 2.961.825]8 712106
2003 Airline Additions 25.040%|5 955018 |S 1.251853 |5 1262508 |S 1253619 | % 301405
2003 Murphy Terminal 0930%| 3% 35470|% 46483 |3  46519|% 46560 % 11,194
2003 Conc. B 1.530%| % 58,354 | & 76473 | ¢ 76531 | & 76.599 | % 18.417
2003 Apron Area 4.840%| 5 184596 (% 241914 (S 2420085 242313 | % 58.259

Future Ameortizatien - Capital costs are also amortized in the airline rate bases. While the financing plun for
the Terminal Improvement Project includes $7.1 million in Airport funds. those funds are dedicated to
construction of the new FIS building and commercial vehicle lot. These improvements will be fully allocated
and amortized in Cost Center 20 (Other) and will not tmpact airline rates or revenues.  In addition to the
compenents of the Terminal Improvement Project previously discussed in this Report. the Connccticut DOT
has undertaken the demolition and relocation of a maintenance racility previously existing on the site of the
Terminal Improvement Project. Cash financing of this project is being amortized in the airline rate bases as

follows:

Landing Area - $ 63,952
Terminal Building- % 62,358
Apron Areca- $43.232
Other- $ 29,685
Total Annual- $199.227

Gross, Non-Public and Occupied Space - Terminal building rental rates at the Airport are based on
operating, maintenance and amortization expenses allocated to the Terminal Cost Center and divided by gross
(erminal space, plus allocated debt service divided by the ternunal square footage benefiting from the debt.
The rates developed are applied to occupied space in order to estimate airline werminal revenue. All of these
arcas will change as noted below as a result of the Terminal Improvement Project.

Terminal Gross Space — The total gross space of terminal bunlding arca used for rate development in the FY
2001 Budget was 418,622 square feet including Concourse A (Amencan, Delta and other). Concourse B. the
Murphy Terminal. the IAB. Terminal A and Concourse C. This space will change as aielines relocate to the
new terminal and concourse, existing facilities are rehabilitated. and the Murphy facilities are decommissioned.
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The Terminal hmprovement Project has been [Taple V.20

staged so as to complete the new concourse DSk [Terminal Building Gross Space

thereby allowing airline relocations needed to Terminal Area EY 2001 | FY 2003 | FY 2004
facilitate the rehabilitigon and  extension ot [concourse A - Delta 16.467

Concourse C including apron work. and the  [Concourse A - American 16 579 16,578
development of the new terminal. No change is  [Concourse A - Other 22018 | 22918 -
expeeted in gross space between the FY 2001 and - [Concourse B 16,795 19.444 19,444
2002 budgets. o FY 2003, airline relocitions 4 (Murphy Terminal 131,918 | 123,93 38.464
the new concourse will occur. Concourse A — |IA8 50410 [ 51426 51426
Delta will be decommissioned and other existing  [Terminal A ¢ Concourse © 183535 | 132.774] 177.145
facilitics will be vacated and rehabilited. During  {New Terminal & Concourse : 79.355 [ 260.208
the FY 2003 transition year, the relocation plan s |Total Gross Space 418,622 | 446427 | 546.887

cxpecied to result in a net increase i terminal gross space for rate development purposes to a total of 346,427
sguare teet. Upon completion of the project in FY 2004 gross space will otal 536,687 square feet. Total
extimated gross space by terminal arca during the development period is shown above in Table V.20, Total
Grross Space is used 1n the development of the Operating. Maintenance and Amortization component of the
Terminal Building rental rates. The gross space of each arca shown above is used in developing the existing
1992 debt service component of the Terminal Building rental rates as adjusted pursuant to the wransfer of
Murphy Terminal debt and other adjusiments based on retirement ol the 1989 Subordinated Bonds and the
issuance of the 2001 Refunding Bonds as previously diseussed.

Non Public Space - Fuwure General Airport | Table 1V.21

Revenue Bond debt service incurred for the  [Non Public Space FY 2004
Terminal  Improvement  Project will  be {Concourse B 13.233
allocated on the basis of the Non Public space  [Murphy Terminal 21,578
in the erminal because public space 1s being [IAB 32,104
funded through Passenger Facility Charges. |Terminal A / Concourse G 121.144
Tabie V.21 shown at right indicates the Non  |[New Terminal & Concourse 179.703
Public space included in cach terminal area. |Total Non Public 367,762

The Non Puablic Space includes airline operations. olTice and break room space, club space, ticket counters and
oitices, seeurity check — in and passenger hold rooms, baggage service. bag claim and bag make up areas,
mechanical and utility rooms, Airport

admintserative and police space and Tf’b‘le V.22 _
concession arcas.  The  Terminal [Airline - Occupied Space
o Co Terminal Area FY 2001 | FY 2002 | FY 2003 | FY 2004
Improvement Project will be completed
between FY 2003 and 2004, The Non Cone A Delig 16467 | 16467 - -
VhvEL =R R : Conc.A American 15170 | 15170 | 15170
Puh]uf Sp;lcc_dul‘hl component ot Il_u: Cone A Other = 728 5708 5 708 -
Ternminal Building rental rates will {ogne B 10514 10514 10514 11.405
become eftective FY 2004 doue o the Murphy Terminal 2% 554 22 554 19,396 3.372
cupitalized interest included in the |IAB 2,322 2.322 2,322 -
General Airport Revenue Bond portion [Term A 7 Cong. G {Airline) 51822 [ 51822 | 27.596 | 45.965
of the financing plan. Murphy Bag Claim 9.989 9.889 5,160 7.900
1AB Baggage Claim 2.520 2,520 2.520 7.624
Occupied Space — The FY 2001 Term, ABlag Clairm 15.182 15,182 8647 32.423
Budget includes 164801 square feet of New Terminal Bag Claun - - 15702 | 47,249
gl tcfudes 1h= A0 T SqUle 1608 88 TNew Terminal Airline Area : - 63653 | 72.008
terminal Space Uu.llpltjd by {hL‘ ‘11_1I1m..\ SWA (Murphy & 1AB) 12.533 125331 12533 19.355
as shown in Table IV.22. This s nuot Total 164.801 164.801 188 941 247,292

expected 10 chunge in the FY 2002
Budget. In the FY 2003 transition year. airline occupied space is expected to increase o a total of 188,941
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square lect based on the staged terminal development, decommissioning of Concourse A — Delta. rehabilitation
of existing facilities and associated airling relocations. Begimning in FY 2004, and for the remainder of the
forecast period, occupied spuce is expected to increase to a total of 247,292 square feet based on negotiations
wilh the air carriers serving the Airport in FY 2001 for the future use and occupancy of the expanded terminal
complex.

G) Projected Airline Rates and Revenues

Terminal Building - Combining the Operating, Maintemmee and Amortization (O. M&A) component with
the existing debt, transler debt and future debt service components discussed above derives the otal Terminal
Building rental rates.

The Q. M&A component is determined by dividing allocated expenses by total terminal gross space. (. M&A
expenses were projected consistent with key aspects of undertaking the Terminal Improvement Project. The
amortization of cash used in the relocation of a maintenance facility. which was a prerequisite to the Terminal
Improvement Project, was included in projected amortization expenses. Estimated netincreases in operating
expenses. resulting from the savings associated with decommissioning the Murphy Terminal combined with
additional operating expenses associated with the new terminal and concourse, were included in the projection
as well. The total projection of Ternuinal - allocated expenses was then divided by gross terminal space to

determine  the OM&A

component.  Asindicated  [Table IV.23

m  Table IV.23. 1he |O,M&A Component of Terminal Rental Rates

O.M&A rate is expected Terminal | Maintenance| Special Adjusted Total
1o increase from 2003 (0 |Fiscal| Expense Facility Terminal Terminal Gross O, M & A
$21.97 between 2002 and  § Year | Projection | Amortization | Adjustment | Expenses | Space | Rate
2006, In the FY 2003 2002| § 8,385,386 [ § - & $ 8,385,386 | 418622| 5 20.03
transition year. an elevated 2003| $ 8,900,037 | % 62358 | $ 728479 % 9,690,874 | 4464271 $ 21.71
. M&A rate is incurred 2004 $ 9,216,244 | § 62,358 | & 2017117 | § 11,295,719 | 546687| $ 20.66
due ) the staged 2005| § 9,489,953 | 62,358 | $ 2,091,750 | $ 11,644,061 | 546687| 5 21.3C
construction plan prior to 2006 § 9.781167 [ & 62,358 | $ 2,169,145 | $ 12,012,670 | 546687 5 21.97

decommissioning of the
Murphy Terminal.

Table IV.24
Existing and Transfer Debt Component of Terminal Rental Rates

Lxisting deht service
allocavions in the FY 2(0)]
Budget to the various areas of

the terminal were previously  |Operating Expenses $2003|521.711%2066)|%2130]|% 2197
shown in Table IV.11. Table Existing & Transfer Debt FY 20021 FY 2003 [ FY 2004 | FY 2005 [ FY 2006
1V.11 reflects existing State  [Conc A Delta $ 097/8 - I$_ - |$_ - |$% -

General Obligation  Bonds |Genc.A American S 097]5 09418 - & - |3 -

and the 1992 Airport Revenue  |Conc A Other 5 097(% 094]% - $ - $ -

Bond allocations o [Conc. B $ 0978 082]% 08118 081]|$ 080
Concourses A and B, thc [Murphy Terminal $ 1085 | 1153 |5 1082 |5 10.82 | $ 10.81
Murphy  Terminal, JAB, |Inil. Terminal $ 819[% 801 [% 800|% 800(% 7.99
Terminal A and Concourse C.  (Terminal A $2435[$2421 (% 2245|8% 22458 2244
Changes 10 the existing debt |New Terminal g - $ - $ 409]% 409!3% 408
allovcation and the transfer ol {Unitied Terminal $ - $151518 1153]5 115218 11862

existing deht from
decommissioned terminal areas to the new terminal were addressed in Table [V 17, Dividing the allocated debt

Feasibifiey Report of the Aivport Finaneial Consultant Page IV - 39



the Lawis Berger Group, Tnc. Bradley Iternational Aivport Terminal Improvemenr Praject

hy the gross space of each arca results in the Existing and Transter Debt components of the Terminal rental
rates shown in Table 1V.24

Non-PFC eligible GARB debt  1aple 1v.25

service  allocations  to the  New GARB Debt Component of Terminal Rental Rates
virious areas of the terminal

were  previously  shown in New Garb Debt FY 2002 | FY 2003 | FY 2004 | FY 2005 | FY 2006
Tuables IV.18 and IV.19. This  |conc A Delta s - Is - s - 1s - 15 -

included the total annual debl [cone A American 3 s - s - s - |s -

service associaled with the |cone A Other s - s - Js - Ts - |s -

honds, the percentage [sone B s - |s - S 441|$ 578 |8 578
allocated to non-airhne Murphy Terminal g - $ - $ 164|% 215]|8% 2.16
projects and the airlines share  [| 4 "1 orminal s _ |s - $ 039]% 0.51]% 051
of the total Non-PFC eligible [0 yna) o $ $ - |3 257|% 3378 337
GARB . debt service.  The ey Terminal $ $ - |$12.56|81645] %1647
airlines share of the debt was {7 e o) 3 5 S 8.54] $11.19 | $11.19

then distributed among the
various areas of the terminal that benefit from the debt. and among the Apron Area and Airline Additions
discussed later in this Report. Dividing the Non-PFC cligible GARB debt allocations to the terminal areas by
the Non — Public space shown in Tuble V.21 results in the New GARB Debt components of the Termiinal
rental rates shown in Table V.25,

Combining the O.M&A rate with the existing. transfer and tuture debt service components results in the total
terminal rental rates shown in Table IV.26 below. Axindicated in Table IV.26. the towal rates range between
$21.00 per square foot for Concourse A while it remuins in service to $47.78 per square foot for Terminal A in
FY 2006. The variance in total rates between existing and new terminal facilities resulted in the need to
develop what is refered to as the Unified Terminal rate. Applicable PFC regulations preclude assessing rates
for PFC — financed terminals (the new terminal), that are lower than the rates assessed lor similar terminals at
the Airport (Terminal A). Accordingly, the Unified Terminal rate has been developed based on the gross space
and allocated deht of both Terminal A and the new terminal and will be assessed effective in FY 2003 for cach
of these facilities. Concourse B. i portion of the Muorphy Terminal and all of the IAB will remain in service
but are interior o Terminai A and the new terminal. Accordingly. separate rates will be maintained for those
facilities.

Table V.26
Tatal Terminal Building Rental Rates

Total Terminal Rental Rate | FY 2002 | FY 2003 | FY 2004 | FY 2005 [ FY 2006
Conc A Delta $2100|% - § - 3 - S -
Conc.A American $2100]$2265|8 - 1§ - $ -
Conc A Other S$21.00] 5226515 - & - $ -
Conc. B S21.00]| 5225352588 827808 28.55
Murphy Terminal $3088!%5 3324 (533125 34271% 3494
Intl. Terminal $§2822]|52972 (528055298118 3047
Terminat A $4438[S 4592 [$ 45683 4712 | % 4778
New Terminal $2003 |85 2171 (53731154184 |3 4252
Unified Terminal S 2003|855 3686540735 4401 ] & 44.68
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The projection of airline terniinal building revenue is based on assessing the above stated terminal rental rates
for the projected occupied space as previously shown in Table V.22, The Unified Terminal raie is assessed
for Terminal A and the new terminal airline and baggage claim arcas effective in FY 2003, Concourse A and
B. the Murphy Terminal and IAB rates are assessed for those associated airline and baggage area rates as well.
As indicated in Table 1V.27, projected airline terminal and buggage claim rent is expected to increase from
$5.3 million in the FY 2001 budget to $10.4 million by 2006,

Table IV. 27

Projected Airline Terminal Building Revenue

Airline Terminal Revernue FY 2002 FY 2003 FY 2004 FY 2045 FY 2006

Conc A Delta § 3457591} S - 5 - $ - $

Conc A American $ 38525 (% 343635 &% 3 - & -

Conc A Other $ 120271 |% 129752 (% 8 - %

Conc. B $ 220764[% 236814 (% 2352058 318,042 | 325,735

Murphy Terminal (SWA) & 6522|s 877418 - 8 $ -

nMurphy Terminal {Other) 5 696504 |5 6448175 1M1714 | 8 115570 & 117,825

Intl. Terminal (SWA) § 2770208 364600(5 5624335 577.0431 % 589.977

Intl. Terminal {Other) 3 65535 | $ 69,003 { % - $ - 5 -

Terminal A {2003 = Unified) $ 2299657 )|% 101718315 1871873 % 2022870 |% 2053979

New Terminal Airline Area $ $ 2346236 |6 298324455 31689941 % 3217729

Other Airline Terminal Rent 3 646008 - $ - $ 3 -

Total Terminal $ 4415159 |5 516061418 57736703 6202521 [ 5 6305244

Baggage Claim Revenue

Murphy Baggage $ 3084775 1714905 261.726| & 270,761 | $ 276,044

IAB Baggage $ 71124 | & 74887 1% 221544 | % 227299 | & 232,394

Term A Baggage $ 673718|% 318727 % 1320330 (% 1426901 | S 1448845

New Terminal daggage wiam | & - T 578772 |5 1823706 | 5 207889871 |5 2310953

Total Baggage $ 10533185 1143876 |5 3727457 | & 4003843 |5 4.068236

Total Terminal & Baggage $ 5468476 | S 6304491 | § 9501127 |8 10,206,464 [ 5 10.373,480
Airline Additions -
As previously  Table IV.28
discussed in Chapter Debt Recovery on Airline Additions
I of this Report.
proceeds from the FY 2004 FY 2005
General Airport Airline Portion of Total GARB Debt Service $ 3813969[8% 4,998,216
Revenue Bonds will Airline Additions Allocation Debt Recovery
be used in part to Club Space 410%] & 156,373 | § 204,927
fund airline _ |Flight / Baggage Information Systems 0.06%| & 22881% 2,999
requested additions to Outbound Baggage Conveyors 0.43%| & 16,400 | § 21,492
the Terminal (Curbside Baggage Conweyars 0.16%| 6102 | % 7.997
Improvement Project. Passevger Loadlng. Erldges 1.02"/? $ 38,902 [ $ 50,882
These additions Exclusive Tenant Finishes 19.27%| % 734.952 | % 963,156
include airtine club Total Airline Additions 25.04%| % 9550181 & 1,251,553

space in the new East

Concourse. flight and baggage information display systems. baggage conveyor systems, passenger loading
bridges and exclusive tenant finishes. The GARB - funded costs of these additions toud $52.4 mitvion. This
equates to 25.04% of the airline portion of the total GARB debt service as previously indicated in Table IV.18.
Debt service on the airline portion of the GARB will become duc in FY 2004, at which point in time the
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portion that is allocuted to the airline additions will be fully recovered. As indicated in Table IV.28. debt
recovery will total $0.9 million in FY 2004 and 51.3 million from FY 2005 through retirement ot the GARB.
Several methodologies will be used to recover this portuon of debt from the airlines such as additional charges
per sguare foot tor the exclusive tenant  [inished space and club space. and cost sharing on a per passenger
basis for equipment use.

Landing Fees - The fanding teesut Bradley [nwernational Airportare yaple 1v.29

based on the operating expenses. capital amortization and debtservice Projected Landing Fees
allocations to the landing arca and o lee caleulating methodology that

includes consideration of the Lindings and weight of signatory, non- [~ Fiscal Year Landing Fees
signatory, general aviation and military users of the Airport. Sixty-five 2001| $ 8.378.000
percent of the signatory air carrier’s share of otad landings plus 35% of 2002| $ 8,949 367
the signatory carrier’s share of wtal weight represents the signatory 2003 9.552 522
share of costs allocated 1o the landing area. The signatory carrier’s 2004| & 9,808,156
allocated costs are divided by the signatory air carrier landed weights o 2005 $ 10,036.415
determine the Airport lunding fee per 100U pounds. Non ~signatory air 2006) § 10,339,243

carricrs may pay up to L4 times the signatory rate. The FY 2001
Budget reflects total expenses of ST1.123.917 allocated 1o the Landing
Area, S5.028.010 (45.29) of which 15 the signatory share to be recovered in signatory landing tees. The total
FY 2001 Budget for Landing Fee revenue includes the signatory share, a prior year adjustment of $19.990 und

LaoaT

non-signatory fees budgeted at 53371 400,

The Terminal Improvement Project will result in two changes to the structure of the Airport’s landing lces.
First. while no new GARB debtis allociied w the Landing Arei future amortization expenscs will increuase
due o cash financing of the demolition and relecation of @ maintenance facility that was a prereguisite o the
Ferminal Improvement Project. As discussed above. this represents $63.952 in additional amortization
cxpenses beginning in FY 2003, More importantly, the Connecticut DOT has stated its intention to level the
playing ficld among the passenger air carriers using Bradley International Airport by eliminating the use of
non-signatory agreements. Accordingly. all such carriers may become signatory ettective July 1. 2002, This
will not involve a change in the landing tee methodotogy. However. the portion ot the Landing Area cost
center allocated o the signatory air carriers will increase. as will the weights used to caleulate the fee. This
reassignment of weights from the non-signatory to signatory classification will resultin the signatory carriers
heing allocated approximately 60% of the costs assigned 1o the Lunding Arca. This 1s expected to result in
additional Tanding fee revenue to the Airport of approximately S$00000 in FY 2003,

Apron Rent - The Apron Area rental rates and revenues arc based on | Table IV.30

the operating expenses. capital amortization and debt service |Projected Apron Revenue

aliocations o the Apron Arca cost center and the total hinear feet of

apron available to the air carriers. The Terminal Improvement Project Fiscal Year Apron Revenue

will afleet both the debt service and amortization allocations (o the 2001| § 1,878,660

Apron Arca. and the tota] linear feet of apron, 2002| $ 1,996,827
2003] % 2,106,263

As previously indicated i Table 1V, 18, 3.84%% of the airline™s shure of 2004] % 2,501,052

GARB debt service has been allocated 1o the Apron Area, This 2005 $ 2,626,786

represents an additional $184.596 in debt service allocated (o the 2006] $ 2.689.025

Apron Arca in FY 2004, which will increase (o upproximately 5242.000 annually beginning in 2005 and
continuing through retirement of the GARB, In addition, ax indicated above 1n section [V F. an additional
$13.232 in amortization expenses associated with cash financing of the maintenance facility relocation is added
to the Apron Arcain FY 2003, When the project is complete in FY 20040 the taal linear feet of apron will
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mcrease trom 3,555 to 4,783 and occupied apron arca will increase from 4082 to 4.63%8 linear feei. As
mmdicated above in Table 1V.30, this 1s expected to result in apron revenue increasing from $1.9 nallion in 2001
to $2.7 million in 2006 including the etfects of additional debt service and occupaney.

Federal Inspection Station - 1 has been previously noted in this Report that the introduction of air service by
Southwest Airlines resulted in a change in the Terminal Improvement Project from @ complete demoliton to a
partial decommissioning of the Murphy Terminal complex.  Since the Southwest Serviee is being
accommaodated in the Murphy Terminal and International Arrivals Building, 11 becime necessary to include
construction of a separate international facility in the project in order to continue 10 accommaodate the Adrport’s
international flights. The new FIS Buoilding will cost $6.5 million to construct and i being funded through use
ol the Arrport cash. While amortization of this cash will not be included in the domestic airline rate bases
sinee they do not occupy or use the facility, the Airport will continue 1o assess its existing international flight
fees and must fund the operation and maintenance of the facility. These revenues and expenses are estimated
on Table 1V.31

As indicated on Table 1V 31, the Airport is projected to accommaodate 186 internationa! flights in FY 2003
based on a conservative 1.5% growth assumption. This results m $37.195 in flight fees in FY 2003 buased on
the fee of $410 per flight and estimated opening date of October 1. 2002, [ncreasing the fee at 2% annually
results in revenue increasing to $194,164 by the end of the forecast period. Expenses are based on the rate of
$9.18 per square foot for the Airport’s existing terminal fucilities as documented in section 1V.7 above,
Expenses are also projected Lo increase al the rate of 2% annually.

Total projected airline revenues are shown on Table IV .32, Avindicated. the FY 2001 Budget includes $15.7
million in total airline revenue. This represented 45% of total operating expenses and Non-PFC eligible
GARB debtservice. Airline revenues are projected to increase to $24.4 million by 2005 afier completion and
occupancy of the Terminal Improvement Project. This will represent 52% of (otal operating expenses and
Non-PFC eligible GARB debt service. Since existing and new Non-PFC eligible GARB debt service is
included in the airline rate bases. and retires in 2013 and 2022 respectively. airline revenue remains relatively
consistent between {iscal years 20040, 2015 and 2020,
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Table IV.31
Federal Inspection Service Building Projected Revenues and Expenses
Operations Growth Rate 1.015
Expense and Flight Fee Growth Ratg 1.02
Opening Date 10/1/02
Variable
Fee Per Square| O&M Expenses Total Surplus
FY |Flights Fllg_ht Revenue | Feet [ Per Square Foot| Expenses {Deficit)
2000 178 § $ - - 3 - $ - $ -
2001 180/ - |$ - |3 - 1% - |8 -
2002 183[ $ - $ - - $ - $ - $ -
2003 186/ $ 410 | $ 57,195] 18,750 | § 9.18 | $172,125.00 | $(114,930)
2004 188/ $ 418 | § 78,786 | 25,000 | § 9.36 | $234,090.00 | $(155,304)
2005 1911 $ 427 | $ 81,567 | 25000 ] % 9.55 | $238,771.80 | ${157,205)
2006 194|$ 435 % 84,446 25000 | % 9.74 | $243,547.24 | ${159,101)
2007 197|$ 444 | $ 87,427 | 25000 | § 9.94 | $248,418.18 | ${160,991)
2008 2001 % 453 1% 90,513 25000]% 10.14 | $253,386.54 | $(162,873)
2009 203| $ 4621 % 93,708 | 25000 8 10.34 | $258,454.28 | $({164,748)
2010 206/ % 47118 97,016 | 25000 & 10.54 | $263,623.36 | ${166,807)
2011 209|$ 480 $100,441 [ 25000 | & 10.76 | $268.895.83 [ $(168,455)
2012 212/ $ 490 $103,986 | 25,000 [ S 10.97 | $274,273.74 | $(170,287)
2013 215/ & 500 ) $107.657 | 25,000 [ & 11.19 | $279,758.22 | $(172,102)
2014 219|$ 510 $111,457 [ 25000 [ & 11.41 | $285,354.40 | ${173,897)
2015 222|$ 520 $115392 | 25,000 & 11.64 | $291,061.49 | $(175,670)
2016 225/ % 530 %$119,465| 25,000 & 11.88 | $296,882.72 | $(177,418)
2017 229 $ 541 | $123,682 | 25,000 | $ 12.11 | $302,820.38 | $(179,138)
2018 232|$ 552 |%128,048 | 25,000 & 12.36 | $308.876.78 [ $(180,829)
2019 236|$ 5635132568 [ 25000 | & 12.60 | $315,054.32 | $(182,486)
2020 239| $§ 574 | $137,248 | 25,000 | & 12.85 | $321.355.41 | $(184,107)
2021 243|$ 586 | 3142093 [ 25000 | & 13.11 | $327.782.51 | $(185,690)
2022 246|$ 597 | $147.109 [ 25000 | § 13.37 | $334,338.16 | $(187,229)
2023 250l % 609 [ 152,302 | 25,000 | § 13.64 | $341,024.93 [ $(188,723)
2024 2541 8 621 | §157,678 1 25,000 | § 13.91 | $347,845.43 | $(190,168)
2025 258| % 634 | $163,244 | 25,000 | § 14.19 | $354,802.33 | $(191,558)
2026 261 & 647 | $169,006 | 25,000 | § 14.48 | $361,898.38 | $(192,892)
2027 2655 659 | $174,972 | 25,000 | & 14.77 | $369,136.35 | $(194,164)
2028 269| 8 673 $181,149 1 25,000 | $ 15.06 | $376,519.08 | $(195,370)
2029 273| & 686 | 5187543 | 25,000 | § 15.36 | $384,049.46 | $(196,506)
2030 27718 700 | $194,164 | 25,000 | § 15.67 | $391,730.45 | ${197,567)
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Table IV .32

Bradley International Airport
Total Projected Airline Revenue

2001* 2005 2010 2015 2020 2025 2030

Terrinal Rent $ 4253800|% 6202521 (% 66987963 5819147 |3 6668113 |3 62586865 7443559
Baggage Claim Rent § 1022724 |3 4003943 |%F 4314628 |3 23676115 |% 420760535 3916673 |5 4,658 164
Apron Area S 1878660 |3 2626786|% 293182313 3026871 % 35558891% 3903408|S 4628939
tanding Fees S 83780008 10036M5[$ 11787109 |5 12166747 | $ 15592212 % 18454331 [ % 21684245
Hamp Parking $ 192,400 | § 208260 | % 229936 | 5 253.868 | $ 280290 | $ 302463 | 5 341.673
FIS Bldg. Revenue $ § 81.567 | § 97,016 | 3 115392 | & 137,248 ( 5 163244 | 5 187.543
Airting Adhtions S S 125155318 1255204 |5 1262717 | % 1270367 | % - 5 -
Airline Tetal S 15725584 | % 244110448 27.0146802 |5 27320857 | $ 31.711.724 | & 33.005805 ] 5 3B.944.125
Adjusted Expenses” S 25039369 | % 30856279 | % 36695958 |5 43649780 | % 51.931.346 | & 651.765332| § 73535805
Existing GARB S D6BELS0B|% A8838B06|% B8B04791|5 3 § 3 -
New GARB [Non PFCH § $ 6833870 )% 693262015 6935939 |% 65933720 |% - 5 -
Total Expenses § 34727877 | % 46678955 (8§ 52433365 |5 50585710 | % 58.865.066 | 5 61.795332 | § 73.535.805
Airline Revenue as

= of Total Expense 45°%; B29% 52% 54%; 549% 53% 53%

* Adopted revenue buget values. Operaling expense projection adjusted for reserve account deposit requirements.
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5. NON AIRLINE REYENUE

Approximately 60% of Airport eperating revenue is generiated [rom Airport concessions and other tenants,
while the remaining 40% is generated from the airlines as discussed in the previous Chapter of this Report.
The non - airline revenues are shown in Table V.33 in descending order ol FY 2001 budgeted non-airling
related revenue. As indicated m Table 1V, 330 1he auto parking concession is the number one non-airline
related revenue producer, followed by the rental car concessions, restancant concessions, other concessions and
lund and huilding rents, ete. This Chapter addresses the rates and charges structure currently associated with
these revenue sources, historic and forecast non — airline revenues.

Table IV.33
Bradley International Airport
FY 2001 Budget Non - Airline Revenue

FY 2001
Legend Description Budget
Auto Auto Parking S 8,169.011
R.C. Rental Cars 5 6,911,100
Food Bestaurants $ 2,903,300
Other Cong. jOther Concessions $ 2,899,700
L&B Land and Building Rent | & 2,139,300
FBO Fixed Base Operations $ 618900
Other Qper. |Gther Operating Revenueg|[ § 421,200
Hotel Hotel Commissions S 465,300
Other Term. {Other Terminal Bent S 31,200
Total $24.563.011
£9.000.000 _
$8.000.000 .
|
$7.000.000
$6.000.000 !
$5.000.000
54.000.000 :
$3.000.000
52.000.000
$1.000.000 I i
. LI - - W
Auto Food Other L& Criver Haotel Other
Conc. Cper. Term,

A) Auto Parking Concession

The surface auto parking facilities at the Afrport are presently being reconfigured and a new parking garage is
being constructed. All public parking at the Airpont has histoncally been surtace Tevel only including two
short-ter lots tA and By four long term lots €1 through 4 and an employee lot. These lacilinies were operated
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by APCOA-R&G Parking pursuvant to a Public Parking Facility and Shuttle Bus Service Operation Concession
Agreement from August 1. 1993 through April 6, 2000. Asx of April 7. 2000. APCOA Bradley Parking
Company. LLC and the Airport entered into a new twenty — five yeur Coenstruction. Financing and Operating
Special Facility Lease Agreement. providing for the construction and operation ot a 3,500 space parking garage
at the Adrport. and for the maintenance and operation of all surfuce parking lots. Accordingly. the presentation
torecast parking revenues reflect the applicable terms of this agreement.

As noted above. the Airport’s parking lots have historically been operated by APCOA-R&G Parking pursuant
1o a Public Parking Facility and Shuttle Bus Service Operation Concession Agreement. This Agreement gave
APCOA the rnight to operate the public parking facilities located on the Airport including the existing Lots A
and B. 1. 2, 3 and 4 and the employee lot. The public parking rates charged for the employee lot are 10 be
established by the State. All other parking rates were negotiated annually. with the State reserving the right 1o
make all final decisions concerning the rates ultimately imposed. There have been four vehicle parking rate
adjustments implemented in the past 10 years. Analysis of the rate adjustments indicales a 10-vear increase on
the order of 20 percent to 76 percent depending on the lot and rate adjusted. For example. the rate for up 1o 7
hours of parking in long term lots 1 and 2 was increased from $7.50 (o $9.00 lrom November 1989 10
September 1999, an increase of 206, The rate for up 1o 7 hours of parking in the short-lerm facility was
increased from $9.50 to 816.75 during the same period. an increase of 76% . The Sceptember 1999 rate
schedule established pursuant to the previous parking agreement included a maximum daily rate or long-term
lots 1 and 2 of 510, and for long-term lots 3, 4 and 5, 1t wus $6. The maximum daily charge for the short-term
lots was $20. Incremental rates were in place at %2 hour increments to the daily maximum. The initial term of
the parking concession agreement was for three years commencing August 1. 1993, and ending July 31, 1996,
The agreement included two option terms of two years each. which were exercised by APCOA. extending the
total term through July 31, 2000, The second option term ended early due 1o the execution of the new
agreement. APCOA’s obligations included parking lot operation 24 hours a day. seven days a week. free
shuttle service between the long-term and employee lots and the Terminal Building. lot and ¢quipment
inspection, maintenance and repair, accounting, record-keeping and reporting.

[n consideraton for its rights pursuant to this agreement.

APCOA paid a percentage of gross parking receipts to the FrE:1 i;(i[:g Perc?::w%

Airport. The percentage in the third year of the initial term of

the agreement due to the Airport was 69 percent of the first |2 - S 8000000 | 69.25%
$8.000,000. This was subsequenity adjusted to 69.25 percent | S 8.000.000 [ § 9,600,000 | 85.00%
through the negotiation of the optien terms. A sliding scale of [ S 9.000.000 | § 9.500,000 [ 84.00%
fees due to the Airport was estublished based on the level of | 5 9,500,000 | $10.000.000 | 83.00%.

revenues to APCOA above $8 million. The sliding scale
effective through April 6. 2000 is shown at right. Table 1V.34
includes actual vehicle parking revenues from 1994 through
2000 including the current FY 2001 Budget.

$ 10,000,000

$ 10.500.000

80.00%

$ 10,500,000

5 11,000,000

78.00%

511,600,000

$ 11,500,000

76.00%

$11.500.000

$12.000.000

74.00%

$12.000.000

$99.000.000

72008

Vehicle parking revenues inciuded in the FY 2001 budget reflect the $8.169.01 lminimum guarantee
established in the new lease agreement. 1tis not shown in Tuble [V.34 because it reflects different agreement
terms than the historic revenues. The new lease agreement. providing for tenant construction of the new
parking garage, became effective April 7. 2000. The payment werms associated with the new agreement do not
include a sliding commission payvment scale; rather. annual minimum guarantecs and additional payments from
operating profits are in effect.
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Table V.34
Bradley International Airport
Historic and Budget Parking Concession Revenues

Historic & Budget Parking Concession Revenues

CBBINND e+ = ememmm e e+ e . .. e e e
[T ) ’>

SRR 0

G000
S0
OO

1594 1895 1986 1997 1998 1959 2000

o

Actual revenues are shown for FY 1994 through 2000. FY 2000 reflects the fee scale previously in effect for
the vehicle parking lots through April 6, 2000 and the minimum guarantee pursuant to the revised parking
concession agreement providing for tenant construction of the new Airport parking garage.

B) Rental Car Concessions

Rental car services are provided at the Airport by Alamo. Avis. Budget Group. Henz, National, CT Car Rental,
Travelers (Dollar) and Enterprise. Total Rental Cur revenues to the Airport are estimated at $6.9 million in the
FY 2001 budget. FY 200! budget revenues by company are shown in Table 1V.35 along with total historic
revenues trom 994 through 200t

The rental car companics previously entered into a Concessien License Agreement etfective for a maximum
five-yeur period ending Qctober 31, 1999 These

agreements provided each company with space for one Rental Car Percent of Gross

kiosk in Terminal A and one in Terminal B and the right to Receipts Scale Through 10/31/1999
pick up and discharge customers at designated areas | From Base To Max Percent
outside of each terminal. Each rental car company paysthe | § . $ 150.000 6.00%
greater ()t"a minimum guarantee. or & percentage of 18 e 1500001 § 300.000 7 30%
s e e T e o s [0 [S 0o [ oo
Qctober 31, 1999 is shown al righf The scale in eftect as >_600.000 | $999.000.000 10.00%

of November 1. 1999 is a fTal 105 of gross.
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The mimmum annual revenue guaranteed to the Alrport has varied bused upon each rental car company’s bid
to provide these services under the previous and current agreement. The minimum annual guarantees bid by
Alamo. Avis. Budget Group. Hertz and National included in the agreements that expired in 1999 are shown
helow.

Rental Car Company Minimum Annual Guarantees

Reflected In Prior Agreements That Expired 10/31/1999

Year | Alamo Avis Budget Group| Hertz | National | Total “
1995 [$391.507 $621.0000  $210.5000 $717.000  S250.008  52.190.015]
1996 |S$407.677 $636.750 $220.5000 $751.600(  $250.008]  $2.266.535
1997 [S424.494  $653.250 $230,500] $782.500  $250.008  $2.340.752
1998 |$441.984] $669,750) $240.500] S810.600]  $250.008 32,412,842
1999 |%460,174] $686.250 $250.5000 SRIS0000  $250.008; 82.48]‘932I
For the fiscal year ending June 30, 2000, the total i FY 2001 Rental Car Company
o _ : . inimum Guarantees (New Agreement)
minimum guarantees were $3.288 318 based on the Company Miniomm Goarantee
October 31, 1999 expiration date. The minimum - = - _
guarantees in effect for FY 2001 for each company  [Hertz Corp. > 1.168.967
pursuant to the new agreement are shown at right. Avis Rent A Car 3 1148633
Historic and FY 2001 Budget concession revenues  |National Car Rental $ 651,404
arc shown in Table IV.35. As indicated, the |Budget Group S 339423
percentage fees due to the Airport have historically  [Dallar / Travelers Rental | $ 299000
excecded the minimum guaramees. Fees have Enterprise Rent A Car 3 108,000
increased from $4 million in 1994 to $6.9 million Comn Car Rental 5 51000
in the FY 2001 Budget. . =
Alamo Rent A Car 5 10.000
Total Minimums 3 3.749.427

Rental car services are provided at the Airport via the use of remote locations. Accordingly. the purpose of the
kiosks in Terminals A and B is to provide telephone service boards for use by customers in requesting shuttle
service to the remote location. The purpose of designated pick-up and discharge points at each terminal is
limited to this shuttle service. Rental car transactions may not be processed and shuttle vehicles may not wait
at these locations. Avis, Budget Group, Henz and National also separately lease rental car service arcas at the
Airport. The space and rent associated with these service arcas are histed below, This rentis not included in the
rental car revenues shown in Table IV.35. This revenue is included in Land and Building Remals discussed
later in this Report.

Tenant Square Feet Rate /S.F. (1) Rent o

Avis 132.162 $.55 $72.689

Budget Group | 134,985 555 $74.242 ,

Hertz 192,015  |sss | §i05608 |
| National 133.061 §.55  s7agse

Alamo (Off-Airport) 0 0 j

(1) Rate effective through 6/30/2004, Effective 77172004, this vate increases to $.68 /§.F.
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Table IV.35
Bradley International Airport
Historic and Budget Rental Car Concession Revenues

FY 2001 Renial Car Revenue
Hertz $2,022,800 o
Avis $1,480,900
National $ 1,246,500
Budget Group | $§ 831,500

Alamo $ 476,500

Travelers $ 392,800

Enterprise $ 242,700 . . B =
)
b

F4 2001 Renlal Car Concession Aevenues

CT Car Hental 21 7-400 (B P .‘ Mab s _J..L,Lt B Traseles  Swwre s CT Car
Total Revenue| $6,911,100 G Rerta

Total Historic & Budget Rental Car Concession Revenues
S5 200 200 s s

57,000,000

$6.911.100

26.100.000 $6.663,030

£5.000.000 _ $54.973.102
54.091.848 $4.114.640 84 55
S4 000,000 £3.6656 918
$3 000 000
52 000 000
1300 220
S:] ! T - pm——— e - e -

1934 1534 1948 Tunc kel 154943 2000 2001

C) Restaurant Concessions

There are three concession agreements included in restaurant concession revenues, The Teod and beverage
concession held by Host of Harttord represents the greatest portion of restaurant concession revenue with
approximately $2.2 mithion ancluded in the FY 2001 budget. The budget also imcludes approximately
8603 800 in revenue expected from the in-1Tight catering service concessions held by Dobbs and 1.8G/Sky
Chefs.

The tood and beverage concession was granted w Hostof Hartford in 1984 and presently includes twelve arcas
within the Murphy Terminal and Terminad A totaling 24,489 square feet. The rights granted 10 Host include
{food and alcoholic beverape safes in concession arcas and VIP rooms in both terminals.  The rights
specifically excluded are cigarctie and candy sales and in-thight catering services. The State reserved the nght
to grant to others the privilege of selling gourmet packaged tood. bottled wine. bulk health foods. lobsters and
ice cream and to establish vending operations.  However, if food and beverage concessions are granted 10
others, they must be at the rates established in the Host agreement und Hostis due credits against its minimum
guarantee equivalent to the fees paid by the other concessionaires.
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The term of the tood and beverage concession is 20 contract - vears ending 3/31/2004. It may be extended by
the State in increments of five yeuars subject to mutual agreement with Host on percentage fees. In
consideration for its rights. Host pays the Airport the greater of a minimum annual puarantee or a percentuge of
its gross receipts. The minimum annual guarantees included in the agreement are shown below.

| Host of Hartford Minimum Annual Guarantees (Calendar Years) l

[ Year Minimum Guarantee Year Minimum Guarantee
| 1985 | $1.000.000 1995 $1.674.000

1986 | $1.000.000 1996 $1.690.000

1987 $773.000 1997 | $1.705.000

1988 $781.000 1998 £1.719,000

1989 $931.000 1999 $1.728.,000

1990 S1,119,000 2000 $2.228,000

1991 S1,130,000 2001 $2.247,000

1992 $1.141,000 2002 $2.268,000

1993 S1.152.000 2003 $2,289,000

1994 $1.323.000 _ 2004 $527.000 (1/1-3/31)

The percentage of gross receipts fee is calculated based on the product categories and rates shown in Tuble
1V.36. Table I'V.36 also depicts actual food and beverage concession revenue from 1994 through 2000 and the
FY 2001 budget. This concession has consistently generated only the minimum guarantee for the Airport.
Restaurant gross receipts at the Airport do not approach the level required to surpass the minimum guarantce.
For example. in Fiscal Year 1997, the gross sales of Host were $5.0 million. which would have only generated
$668,000 in concession fees in the absence of the $1.7 million minimum guarantee. In calendar year 2000). the
minimum guarantee increases from $1.7 to $2.2 million.

In addition to its minimum guarantee and/or percentage fees. Host is responsible for utilities, janitorial and
mainichance expenses. It also maintains a renewal and replacerment account into which it is to deposit one and
one-half percent of its gross receipts, which funds are to be used at the direction of the State to refurhish
congession spuce,

The Dobbs and Sky Chefs" agreements for in-flight catering became effective in August 1995 and May 1995,
respectively. The agreements provide for the payment of 8.5% of gross revenues (0 the State through Apri}
2000, which increases t0 9% in May 2000 and 10% in 2004, without a minimum guarantee. The in flight
catering revenues for FY 1998 through 2000 and the FY 2001 Budget are also shown on Table 1V.36.
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Table 1V.36
Bradley International Airport
Historic and Budget Restaurant Concession Revenues

Percent of Gross Receipts
Concession 1998 1999 2000 2001 Alcohol Food |Employee
Food & Beverage |$ 1712000 | $ 1.723500 | $ 1.978.000 [ $ 2237500 | 20.00% 12.00% 5.00%
In Flight Catering | $ 553588}35 5896325 621846|% 665800 NA N/A N/A
Total $ 2265588 |5 2313132 |5 2599846 | $ 2903300

Restaurant Concession Revenues By Category

$2,500.000
52.000.000
$1,500.000
$1,000.000
$500.000
&
Food & Beverage In Flight Catering
Total Historic & Budget Restaurant Concession Revenues
53500000 — C e me s m e e e e . e ———— .
$2.000.000 $2,903300
000, $2,509 846
$2228.651  S2.265588  $2313,132
$2.300.000 $2.231,401
$1.856,680  52.068,459
$2.000.000
$1,500.000
1,000,000
$500.000
S0 :
1994 1995 1996 1997 1998 1393 2000 2001

The restaurant fee schedule is as shown. In flight catering fees are 8.5% of gross through
April 2000, 9% effective May 2000. Actual values are shown for 1994 through 2000.
FY 2001 represents the current budget for restaurant revenues.

Feasibility Report of the Airport Financial Consultant Poge 1V - 52



The Lowis Beveer Group, Tne. Brudtey Imternetional Afrpore Terminal mprovement Project

D) Other Concessions

The other concession category shown on Table 1V.37 includes a wide variety ol concessions and services
provided at the Airport. The greatest contributor to this revenue category s the Airpert gifl shop concession
operated by Paradise with FY 2001 budgeted Airport revenue of S1.052.600. The next greatest contributor to
(his category of revenue is the Airport's valet parking operations (off-airport parking). $637.200 in revenue
{rom off-airport parking is budgeted for Y 2001. The third largest contributor 1o other coneession revenue is
the advertising concession granted to Ackerley Airport Advertising with FY 2001 budgeted Airportrevenue of
$337.700). These three operations represent approximately 70% of total other concession revenue and cach is
addressed below:

Table IV.37
Bradiey International Airport
Historic and Budget Other Concession Revenues

Other Concessions FY 2001
Paradies $ 1,052,600 Tatal Histaric & Budget Other Concession Revenue
Valet Parking $ 637,200 | 20600 = _
Ackerlay § 337.700 . &
AV s 207300 "7
Roncari S 130800 | w:secou
YVarnous $ 118,300
Intl. Tota! Service S 98,700 | szuococe
Al S 81,800 i
KCR 5 65.000 1512608
Miami Aircraft S 53100 | . oooces
Smart Carte S 29,800
C&M Enterprises S 28.800 EEUEY
East Coast S 24,400
lnteQrated S 21 '000 ; 13894 1098 ‘Qak RE B 1998 1333 ] a0
Badging S 15,000
Total $ 2.889.700
FY 2001 Other Concession Revenues By Company
$1.200000 [ - - R . ———n - . C e SRR
51,000.000

S800.000

$600.000

$400,000

$200,000
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{Actuari values are shown for 1984 through 2000. FY 2001 represents the current budget for other
lCDnCESSiOﬂ revenues.
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2 Gift Shop Concession - The Airport gift shop concession is operated by Paradies-Hartford, Inc. The gift
shop concession includes the right to sell all general merchandise in the terminal including books, candy
(that is packaged and sealed by the supplier). clothing, electronics, cosmetics. gitts, health and beauty aids.
jewelry, newspapers and magazines. optics, tobacco. toys. luggage. stationery, souvenirs, travel accessories
and lottery tickets. The concession agreement has been amended four times for the purpose of adjusting
space, fees and term. There are presently six wreas occupied in Terminals A and B. The term of the
agreement is 20 years ending January 31. 2006. The pereentage fees that became effective in 1990 apply
to all merchandise (except cmployee discounts) and are shown below:

»  20% of the first $2.5 million gross receipts

s 22% of gross receipts in excess of 52.5 million
249 of gross receipts in exeess of $3.3 million
0 26% of gross receipts in excess of S4.5 million

The minimum annual guarantees for the last 10 vears of the agreerent are shown below:

Gift Shop Minimum Annual Guarantees
Lease Year Minimum Minimum
Ending Jan. 31 Guarantee Year Guarantee
1997 $641,000 2002 S818.000
1998 $673.000 2003 $860,000
1999 $707.000 2004 5860,000
2000 $742.000 2005 $860.000
2001 $779.000 2006 S860,000

The gift shops generate revenue above these minimums. In fiscal year 2000, gift shop revenue o the
Airport was $1.039.952 while the minimum guarantee was $721.584.  All fees are subject to
rencgotiations in the event of a terminal expansion that does not utitize Paradies of Hartford, Inc. as the
2ift shop operator in the expanded area.

3 Valet Parking - Access to the Airport is granted to various businesses not based on the Airport to enable
them to provide services to and benefit from Airport patrons. There are a significant number of vehicle
parking lot operations located near the Airport. which park and drop otf/pick up Airport passengers. These
operators pay the Adrport four percent of their gross revenue for this privilege. Actual revenue for this
activity in FY 2000 was $676.086. Budgeted airport revenue is $637.200 for this activity for FY 2001,

u  Advertising Concession - The Airport advertising concession was granied to Ackerly Airport Advertising,
Inc. in 1996. Sky Sites subsequently acquired Ackerly. This concession permits the solicitation and sale
of advertising space and facilities al designated locations in the Terminal Building. The term of this
concession was originally five years ending April 3(. 2001, Airport compensation from the advertising
concession has historically represented 635 percent of the gross revenue or the following minimum annual
guarantees:

Feasibilitv Report of the Airport Financial Consultant Puge V- 54



The Louis Berger Group, Inc. Bradiey Imternational Airport Terminal Improvement Project

| Advertising Concession Minimum Guarantees ]
Year Ending Minimum Annual Guarantee
April 30, 1997 $195,000
April 30, 1998 $220,000
April 30, 1999 $240,000
Apnil 30, 2000 $250,000
April 30, 2001 $265,000

The advertising concession has generated revenue above these minimums. Budget revenues for FY 20011
are $337.7000. . The Airport has re-bid this concession and awarded it to Interspace Airport Advertising
commencing September 1, 2000. The agreement with Ackerley/SkySites was terminated as of August 31.
2000, The contract terms with Interspace are being finalized. However, they currently pay the State 504
of the gross receipis.

a2 Miscellaneous Concessions - A variety of miscellaneous concession activities represents the remaining
30%, or $872,200, of other concession revenue and is shown on Table 1V.37. The Airport grants access to
motor buses for public transportation purposes. This access is granted for a fixed fee per bus.
Miscellancous Concessions includes such concessionaires as AV, Roncarni, International Total Services.
AGI., KCR, Miami Aircraft, Smart Cart and others.

E) Land and Building Rental

Land and building rentals presently gencrate approximately $2.3 million in annual revenue. This category
represents fixed land and building rent other than Terminal Building rent and aircraft remote ramp parking
fees. Included in this revenue category are rental car service center, fixed-based operator, cargo / postal service.
and other rents. The tenant listing and rents associated with this revenue category are summarized in Table
IV.38. Asindicated on Table IV.38, over 20 tenants account for FY 2001 budget Land and Building Rent of
$2.3 million. The top 14} tenants represent 81% of this revenue. Land and Building Rent has grown by 36%
over 1994 actual revenue of $1.7 million.  The land and building rental rates presently charged range from
$.21 10 $1.02 per square foot annually. The Airport has included frequent rental rate escalations in its land and
building leases.
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Table IV.38
Bradley International Airport
Historic and Budget Land and Building Rent

Bradiey ternarional Airpory Terminal Improvement Project

FY 2001 Budget Revenue Historic / Budget| Growth
Tenant Name Activity | Annual Rent |Cum. % Year Revenue From 1994
UPS Cargo 5 469.200 229, 1994| § 1,501,707 N/A
U.S. Airports FBO/GA | § 357,900 30% 1995| § 1,865,003 24%
Signature Flight FBC / GA 3 209,100 48% 1996| $ 1,867,444 24%
TAC FBO/GA |S 177,300 57% 1897| $ 1,907.371 27%
US Pastal Service |Cargo $ 175,400 65% 1008| $ 1,842 985 29%
CIGNA / Aetna FBC / GA % 124,600 71% 1899| § 1,890,143 33%
Learjet / Canadair |FBO / GA 3 110,400 76% 2000] 2,152,759 43%
Hertz Rental Car | § 105,600 81% 2001 & 2,139,300 42%
Budget Group Rental Car | § 74,200 84%
National Car Rental Car | § 73.200 88% Historic Actual & Budget Revenue
Avis Rental Car | § 72700 91,
$2.500 000 -
Travelers Other S 65,400 94%
Sprint Other S 50,000 97 % $2.000.000
Varigus Other 3 41,400 98%
Bell Atlantic Other s 20,000 | 99% $1.500.000
AMR Combs FBO / GA % 12,900 100°3 $1.000.C00
Total $ 2.139.300
3500 000
$. -
- = - - = & @&
2300 0D
2470000 i
FADC 0D ;
$350.009 ' FY 2001 Budget
AL ;
|
252,000
220 00T
$130 000 !
11000
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F) Other Non Airline Revenue

The remaining revenue shown in Table IV.33 includes Fixed Buase Operators, Other Operating Reventte. and
Hotel Commissions. In addition to the fixed rents discussed above for the Airport’s Fixed Base Operators. the
FBOs also pay fuel flowage fees, lubricant fees and percentages on landing tees and parking fees collected and
on other gross receipts to the Airport.  These revenues are included in the Fixed Base Operator revenue
category and have ranged trom $400.000 to $660,000 annually. The revenues included in the Other Operating
Revenue category are snow removal fees paid by the military. utility charges paid by Host International and
Sewer Charges recovered trom a large number of airpoert tenants.

G) Analysis of Historic and Budget Non Airline Revenues

Total historic and budget non-airline revenues are shown in Table IV.39. As indicated. non-airline revenues
imereased substantially from $16.7 million in FY 1994 to $24.7 million in the FY 2001 budget. an increase of
48% . Non airline revenues range from 57% 1o 645 of total operating revenues, and increased from 88% (o

over 100% of total operating expenses during the same peried of time.,

Tabie IV.39

Bradley International Airport
Historic and Budget Total Non - Airline Revenue

Actual Actual Actual Actual Acival Actual Actual Budget

1994 1995 1996 1997 1998 1999 2000 20
Aute Parking S 5760506 |3 6.262B05|% 6897191 |F 7408538 |5 7974156 |% 9073162 )% 1002976 |5 B.169.011
Rental Cars S AD091B481% J36ESB|S 4114840 | % 451115855 487310 | § 56630305 E.7908 (S 6911100
Resiadrants S 1856500 (5 20684595 2231491 | % 2228651 |5 2265588, % 231313205 255984655 2903300
Crther Concessions € 1745420 |% 1993975 |S 2086809 |5 2171674 |5 2192443 [§F 2453951 |5 2918834 | &  2.899.700
Lanc & Building & 1501707 | S 1865003 |S 1BE7444 18 19073/ (5 1842985 [ % 1990143 | S 2152759 | & 2139300
Fized Base Ops 5 508,458 | & 583723 | & 659715 | § 397678 | S 614331 | 3 850,533 | 5 668,475 | § 618.900
Othe- Qperating 3 581.101 | 8 455679 | & 438,598 | § 473542 | § 512326 1 § 505403 | & 454.220 | 421.200
Haotel Commission g 400000 | S 265654 | & AQ0000 | 3 400,000 | & 400,538 | § A06.0°7 | 5 453.772 | § 489 300
Other Terminal Rent” | § 1645626 | & 171683 | § 181980 | 3 1B1.783 | & 18380 | § 188,270 | & 82,407 | 5 96.039
Total Non Aiding $ 1661915515 17202014 |5 18877668 |5 19680392 |5 21059272 |8 23243847 |5 26187.833 | & 24 627.850
Towal Oper. Revenug § 27886014 | § 30509560 (S 31819465 | § 32711043 |5 35645977 | 5 36358898 | 5 41.307191 | 8 <0288 595
Operatng Expense % 18865508 |5 1B75E400 (5 20575487 |8 10745668 |5 193605270 | 5 21242482 |5 21815207 ) 8 24608415

Mon Airling Revenue °: of

Tatal Oper Revenue 59% 57% 59% 60% 58% 64% 63% 61%
Operating Expense 88% 92% 92% 100% 103% 109% 120% 100%

* Represents non airfne terminal rent segregated efective with FY 2001 Budget.

Hisloric & Budget Mon Airline Revenue

S 000 200

2000 TC0

S0 U0

515 Q00200

53000 DiN]

35 000 907

C_JHotel Commission

EE253 Rental Cars

C1Other Operating
M Fixed Base Ops
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Land & Building
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Auto Parking
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H) Non - Airline Revenue Projection

The non-Airfine revenues generated at the Adrport consist of terminal and related concessions. land and
building rents. and other non — girline revenues. The methodologies and assumptions utilized to project these
revenues vary by source and are addressed separately below.

4 Concession Projections

Terminal and related concessions consist of the Airport’s auto parking lot operation. off Airport valet parking.
restaurants, rental cars. gift shops and other concessions. Concession revenues are generally escalated as a
function of inflation. estimated at 2.0% annuallv, and/or enplaned passengers. which sre escalated in
accordance with the Base Case Traflic Projection presented in Chapter 11, These projections also consider
percentage of gross receipls scales and minimum guarantees.

2 Auto Parking Concession Table IV.40

The auto parking projection is based upon the minimum  Projected Parking Concession Revenue
annual guarantees established in the recently completed
lease finance agreement for the new vehicle parking garage  (Fiscal Year Parking Revenue

being constructed at the Airport and for the surface purking  |2001 $ 8,169,011
operations. The revenue projection (minimum guarantee)  [2005 3 8,877,128
i~ shown in Fable IV, 40. Since the lease finance agreement (2010 $ 8,849,205
cnds in FY 2023, the mimimum guarantee was extended |2015 3 10,827,728
$
$
$

through the end of that year and increased at 2% annually  [2020 12,124,354
for the remainder of the forecast perod.  As indicated. 2025 13,759,130
parking revenues are projected o increase from 58.2 o 12030 15,191.191
$15.1 million.

0 Rental Car Concessions Table IV.41

Airport revenues from the rental car concessions are also Projected Rental Car Concession Revenue

projected to grow in proportion to enplancd passengers

and consumer prices. This projection is based on the FY  |Fiscal Year Rental Car Revenue
2001 budgeted rental car company gross receipts of $69.1 2001 3 6,911,100
million and the Airport’s 10% of gross receipts fee. [2002 $ 8,465,084
Projected revenues are shown in Table V.41 As [2010 $ 10,584.018
indicated. Rental Car revenues are projected to increase (2015 $ 12,570,507
from $6.9 to S19.1 million. 2020 $ 14,412,406
2025 $ 16,471,663
2030 $ 19,117,769
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1 Restaurant

This revenue Cillegory covers the in ﬂl'ght Table IV.42
catering operations as well as the terminal

) - Projected Restaurant Concession Revenhues
restuurants,  Projected revenues for the

flight catering operations are based on the  [Figcal Year| Host Marriott |In-Flight Catering] __ Total

FY 2001 budget revenues which are 2001 $ 2237500 | $ 665,800 | $ 2,903,300
imereased with the enplaned  passenger o005 $  1.251,830 | $ 815,507 | $ 2.067,337
torecast and inflation annually. 2010 $ 15642308 1,019,641 | $ 2,583,871
The restaurant concession is operated by 2015 5 185721515 1,211,015 1 $ 3,068,230
Host Marriott pursuant to a coacession 2020 $ 2129008 % 1,388,459 | $ 3,517,467
agreement that expires on March 31, 2004, 2025 $ 2432863189 1,586,843 1 $ 4,019,706
The concession provides for percentage of 2030 $ 2823145]|% 1841763 | $ 4,664,908

gross receipts payments of 20 percent on aleohel, 12 percent on [ood and tive percent on employee sales und
stipulates minimum annual guarantees that increase from 1.7 million in 1999 to $2.3 million in 2003, The
gross sales of the restaurant concession have historically produced percentage commissions well below the
minimum guaraniee. Accordingly, projected Airport revenues from the restaurant concession are based on FY
2001 Budget sales activity escalated in direct proportion to passenger growth and consumer prices. Increased
sales activity is applied to the appropriate percentage fees to projected commission payments, which are then
compared to stipulated minimum annual guarantees in order to select the annual Airpor revenue projection.
Through 2003. the minimum annual guarantees for the terminal restaurant concessionaire are projected (o far
exceed commissions calculated pursvant to the commission fee structure, FY 2004 reflects 9 months of the
minimum guarantee and 3 months of the commission fee structure. From 2005 on. terminal restaurant
revenues are based on the existing commission fee structure with no minimum guarantee. The comission
percentages that existed in the agreement that expires on March 31. 2004 are used for projection purposes. As
indicated in Table 1V .42, restaurant concession revenues are projected 10 increase from S2.9 million 1o $4.7
million by 2030 including the anticipated decline in revenue with expiration of the restaurant minimum
oparanteg,

4 Gift Shop Concessions

The Airport gift shops are operated by Paradies-Hartford., Table IV.43

Inc. pursuant 1o a concession agreement that expires  projected Giftt Shap Concession Revenue
January 31. 2006. The gift shop pays percentage fees on

a graduated scale beginning at 20 percent of the first $2.5  |riscal vear Gift Shop Revenue

million and ending at 26 percent of gross revenue in [»g01 1.052.600
excess of $4.5 million. No change in the percentage fee [oggs 5 1.336.500
scale has been assumed. The minimum annual guarantee {5510 $ 1723611
increases from $779,000 i_n lease year 2001 to $860,000 [5015 3 2086526
for 2003 through 2006. Concession revenues from the [ogng $ 2423 026
Airport Gift Shops are projected using FY 2001 .hud_gcl 5025 3 5799 235
gross receipts and the exisling fee structure, Receipts are 2030 5 3‘.282:656

escalated as a function of enplaned passengers and
inflation. From FY 20010 through FY 2005, the revenues projected consider existing minimum annual
guarantees. For FY 2006, both the minimum guarantes and comiminsion fee structure are used to project
revenues, From FY 2007 on, the projected revenugs are duscloped using (the conumission fee structuee thay
existed in the agreement that expires on 1/31/2006. As indicated in Table 1V 43, Gift Shop revenues are
projected to increase from $1 to $3.3 million.
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o Off-Airport Valet Parking
11 has been previously noted that the Airport only enjoys a Tab_le V.44 )

share of the total market for vehicle parking. The other Prol?ﬂed Off A"Por' Valet
portion of the market is held by the off-Airport Valet Parking Concession Revenue
parking operators. A separale revenue projection has been

prepared for these operators hased upon the current four  |Fiscal Year Parking Revenue

percent of gross revenue fee assessed tor the privilege of  [2001 $ 637,200
accessing the Airport for this purpose. This projection i [2005 $ 641,725
hased on the FY 2001 budget and is escaluted in [2010 $ 872,065
accordance with the enplaned passenger forecast assuming  [2015 8 1,042 326
increases in the parking rates matching those anticiputed  [2020 $ 1,190,636
pursuant to the vehicle parking garage lease finance |[2025 $ 1,344,510
agreement discussed above. Rate increases are expected at 2030 $ 1,413,393

five-vear intervals etfective July |, 2007, The projected increases are 209 TG L 10% and 9.09% in 2007,
201220107 and 2022 respectively.

[t iy also assumed thut in FY 2003, an 119 decline is experienced as a consequence of the opening of the
Airport parking garage. The decline s based on the additional spaces available on the Airport as a percent of
the off airport parking spaces. As indicated in Table [V 44 OF Airpont Valet Parking revenue is projected to
increase from $637.200 1 the FY 2001 Budeet to 81,413,393 in 2030.

The vehicle parking, rental car. gift shop and restaurant concession revenues discussed above are all sensitive
1o enplaned passenger levels and inflation and have been projected with consideration given o both of these
fuctors, and minimum annual guarantees, when appropriate.  In addition to these revenuoes. the Airport
generates revenues as previousty documented from other concessions and from land and building rentals,
These revenues are not immediately and directly sensitive o passenger levels due to the nature of the aetivity
represented. However, the revenues may increase generally as a function ot inflation and in accordunce with
minimum guarantees and other lease terms and conditions:

a  Other Concessions

Annual revenue from other concession aclivity is projected to grow from the base vear 2001 level of 1.2
miliion 10 $2.2 militon annually at the end of the Torecast period. Ohiher concessions include ground
trunsportation, ground handlers. advertising. Roncari’™s cargo services, the KCR oftice building. baggage carts
and other concessions. These acuvities are projected based on inflation. the Base Case freight forecast
presented in Chapter 3.0, and minimum guarantees as summarized below:

Activity / Tenant ; FY 2001 - FY 2030 Forecast Basis

¢ Ground Transportation 0 S2RR.200. 0 SHA4.02R83 ] 24 Annual Inflation. _
~ Ground Handlers L S8279.000 8613.096. ] Frejvht Foregasl

Advertising ! S33T 700 S5949.703 | 2% Annual Inflarjon
. Roncan | $ 130,800 5293.677 | Minimums & Freioht
_KCR Konover T S63.000 : SU9.504 | Minimums & Inflation
_Bageace Carty : SA9900 ¢ S53.098 2% Annual Inflation
. Mher o _ STHIZ.000 S117.305 | Held Constant
CTotal L 81.209900 52.2:H).666 i
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o Land and Building Rent Projections

Annual revenue from land and building rental is
projected to inerease from approximately $2.3 million
in the FY 2001 Budget to $4.4 million in 2030. This

projection considers existing occupancy. rental rates  |Fiscal Year Rental Rvenue

and scheduled increases as documented by a review of  [pgo1 $ 2.331.700
budget data and tenant lease files.  Accordingly. the [2g05 g D 597.596
projection of land and building rent accounts for these [og10 g 2 866.691
scheduled escalations and uses an annual inflation [ogq5 e 3.209.245
adjustment of 26 in cases where scheduled escalations  [9900 5 3,599,207
were not indicated. The inflation adjustment is also  [og05 3 4.047.068
used on an annual basis at the expiration of existing  [594n % 4,443,392

Table IV.45

Projected Land and Building Rent

leases. The projection of land and building rent is

shown in Table IV 45,

9

Other Non Airline Revenue Projections

The remaining categories on non-airline revenue include other vperating revenue, hotel commissions and fixed
base operator pereentage of gross revenue fees. Total revenues budgeted from these sources was approximately
§1.5 million. These revenues are projected to increase to 82.6 million at the end of the forecast period
consistent with the assumptions discussed below:

= Fixed Base Operator - This projection is based on FY 2001 budget revenues. This value 1s
then ingreased at the samne rate as that forecast for general aviation activity at the Airport — 1.5%
annually. FBO revenues are projected to increase from S618.900 to $953.094.

»  Hotel - The revenues projected represent the FY 2001 budget escalated at 2.0% annually tor an increase
from $469.300 to 5883 404

* Other Revenue - Includes such miscellaneous income as linance charges, utility and other expense
reimbursements. An inflation adjustment of 2% is applied [or projections. Revenues are projected to
increase from $421.200 1o $747.986.

»  (ther Terminal - Fixed terminal concession rental from Smart Cart and Paradise increased with intlation
from $31.200 1o $56.4046

a2 Total Non Airline Revenue Projection

Total revenues from non-airline sources are shown in Table 1V.46.  As indicated. non-airline
revenues are projected o increase from the FY 2001 Budget of $24.6 million to approximately $52.6
million by the end of the torecast peried. Non airline revenues as a percent of total expenses vary
between 57% and 753% of total expenses consistent with the ¢xpiration of debt in 2013 and 2021and
reflecting the conservative nature ol assumptions for revenue growth versus assumptions {or
INCreascs In Operating expenscs.
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Table IV.46

Bradley International Airport
Total Projected Non - Airline Revenue

Bradiey fnternational Airpart Terminal Improvement Project

Budget
[ "Non Airline Revenue 2001 2008 2010 2015 2020 2025 2030
Rentai Cars S 69111005 8465084 |5 10584018 | $ 12570507 | § 14412406 | $ 16471663 |$ 19.117,768
Hotel Commissions 3 469 300 | 8 50985 | 3 560857 | § £18.231 | § 683,681 | 5 754 840 | § 833,404
Restaurants § 20803230015 20673375 2583870|% J06B230|S$ 3517467 | % 4019706 |$  4.664.900
Gift Shop $ 1,052600 | & 1336500 |% 1723611 |% 2086526(% 2423023|% 2799235 ¢ 3.282.656
Vatet Parking $ 6837.200 | § 641725 | & 872065 |% 1042326 |S% 1190836 |5 1344510 |§  1.413.393
Other Concessions $ 1209900 |5 1345838 |5 1575776 |S§ 1766115(% 1030688 |3 2077470 % 2.240666
Fixed Base Operations 3 G18.900 | 5 £56.878 | 5 707.644 | § 762,334 | § 821250 |5 884,719 | & 853,081
Land and Building Rent $ 2139300 |% 2389336 |5 2636755|% 2955378 (% 3319007 | % 3737605 |$ 4.101.720
Auto Parking $ 8169011 |5 8877126 |5 584920535 10827728 S 12124354 | % 13759130 | § 15.191.1%1
Other Operating Revenue | 3 421200 | 5 455920 | 5 503.373 | § 555,764 | § 613609 | & 677474 | & 747 9B6
Other Terminal Rent 3 312008 34162 | $ 37TV S 41843 | § 45977 | § 50762 | $ 56.046
Total $ 24563.011 |5 26777991 |5 31634891 | % 36395782 |5 41.082098 | & 46577.114 | § 52.602.833
Adjusted Expenses” $ 25039369 | $ 20856279 |5 36605958 | S 436497805 51.931.346 |5 £1,795332 | § 73.535.805
Exisling GARB S 9688508 |5 8588806 |5 88047915 5 $ $
New GARE (Non PFC) 5 S BA33EYD |5 6932620 |3 603593935 6933720 % § -
Tolal Expenses $ 34727877 | S 4BATHESH |5 52433369 |5 505857195 58865066 |5 61,795332 | $ 73.535.805
Mor - Arhne Revenue as
2. of Tatal Fxpense 1% 57 60% 72% 70% 75% 72%

* Projected operating expenses adjusted for required reserve account deposits
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6. PASSENGER FACILITY CHARGES

As noted in the previous chapter of this Report, Passenger Facility Charges (PFCs) are expected to provide
S101.3 mitlion in funding for the Terminal Improvement Project. PFCs are collected by airlines from their
passengers on behalf of the airports that charge them pursuant to rules adopted and enforced by the Federal
Aviation Administration. These rules prescribe the application process required to impose and use PFC
revenue. The regulations, as amended by the Aviation Investment and Reform Act. provide for a maximum
charge of $4.50 per qualifying passcnger and a collection tec of $.08 per PEC retained by the collecting airline.
Thercfore, the maximum PFC revenue per passenger to the Airport is $4.42. This revenue can only he
collected for and spent on eligible. approved, projects. In the case of a S4.50 PFC. the project must make a
significant contribution to improving safety and sceurity, increasing airline competition, redicing current or
anticipated congestion, or reducing noise. The Airport has collected $3.00 PFCs for various projects from
October 1, 1993 to date and anticipates a $4.50 PEC for the Terminal Improvement Project. PFC revenue and
interest earnings, which also must be spent on eligible, approved projects, as reported on the Airport’s audited
financial statements are shown in Table IV .47 below. As indicated, the Airport’s PIFC revenue and interest
earnings from FY (994 through FY 2000 totaled $44.4 million.

Table 1V.47

Bradley International Airport
Historic PFC Revenue and Interest

Year PFC Revenue PFC Interest Total
1994 $4.619,615 $19.315
1995 $6.623.308 $184.433 $6,807,741
1996 $2.998.713 $463.186 $3.461.899 |
1997 $2,371.592 | $567.806 $2.939.398
1998 $6,183,877 $574.605 $6.758.482
1999 $7,962,592 $845.525 $8.808.117
2000 $9.862,523 1,122,924 $10,985.445
L Total $40,622,220 $3,777,794 $44,400,014 |

The projection of PFCs available for the Terminal Improvement Project must consider existing commitments
of PFEC revenue. the enpluned passenger forecast and variables attecting PEC collections such as non-PFC
paying passengers (i.c.. frequent flyers, exempt carriers and exempt fare segments ). the amount of the PFC
($1.00 through $4.50 in whole dollars) and the carrier collection tee. Each ol these factors are addressed
below:

PFC Revenue Commitments - The Airport has previousty collected PECs at the $3.00 Tevel for a variety of
approved projects including construction of Fire Station | and a Glycol Collection Facility, aircraft apron.
Terminal B roadway and other projects. PFC collections for all projects other than the Terminal Improvement
Project have been completed. Prior approved collection. together with interest carnings. exceed expenditures
on the approved projects by $3.557.718. This reserve is available for expenditure on the Terminal
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Improvement Project once approved. . The PRC Application for the Terminal Improvement Project was
submitted October 30, 2000, Bused on FAA approval and carrier notice tmelines and requirements, the
effective dute of ¢ollections for the Terminal Tmprovement Project is expected 1o be May 1, 2001,

Enplaned Passenger Forecast — The passenger forecast s presented in Chapter Il ol this Report. Itincludes a
“Base Case™ and “Southwest Ettect”™ forecast. The PFC revenue projection uses the Base Case. which
represents the Project Teant's best estimate of future enplaned passengers without including Southwest
Airlines and the increase in demand resulting from lower airfares. The Base Case generally retlects demand
increasing trom 3.3 million enplaned passengers in FY 2000 (exclusive of Southwest) w 5.2 million
passengers by [Y 2030. Southwestcommenced its service effective October 311999 and ¢nplancd 238,153
passengers through June 34, 2000,

Nun-PFC Paying Passengers - An PFC Collection Rates

adjustiment to the cnplaned  passenger Year Ended 6/30 1999 2000 Total
forecast in order to retlect pussengers that - [PFC Revenue Reported S 7962502 | % QRG22 | S (7825115
are exempt from payment ot the PEFC [Net Fee Per Passenger 5 1928 292 )% 292
because they are fiying on frequent flyer  [PIC Pasing Pussengers S 2726915 % 3377576 | S 6.104.49)
miles. on an exempt carticr or dn exempt  [Tulal Enplaned Passeneers | S 2965267 | S 3476803 | & 6445070
leg of a mulu-scgment fare.  These [Collection Rate 9191 97 14 U175

exemptions are permitted in the PEC regulation. As indicated m the table shown above. actual data for 1999
anel 2000 indicate that 3% of weal enplaned passengers do not pay the PEC. This is assumed 1o continue
throughout the forecast period.

Amount of the PFC — The maximum PEC presently permitted pursuant to applicable regulations is $4.50 per
enpluned passenger provided the project meets the significant contributions st described above. The
Terminal Improvement Praject clearly will meet these tests. The Airport submiued its application (o impuose
the maximum lee permissible on October 30, 2000

Carrier Collection Fee - The existing fee paid 1o the air carriers Tor services rendered in the collection of
PECs on behalf of airports is $.08 per PFC. This is established in the PFC regulation and assumed constant
throughout the planning period.

The forecast ol PFC revenues available for the Terminal [mprovement Project resulting from the assumptions
noted above is presented on Table IV.A8. Asindicated. PFC piaying passengers are [orecast to increase from
527.456 in the portion of FY 2001 during which collectons will be made Tor the Terminal Iimprovement
Project, to approximately 5 million paying passengers at the end of the 30-yeur forecast period. PFC revenues
available for the project will begin to be collected in May 2001, This results in Fiscal Yeuar 2001 PEFC revenue
collections of approximately $2.3 million. Total PEC revenue in 2001 of $5.9 million includes the excess
collections from the Airport’s prior applicaion. The fiesttull year™s collections in the vear 2002 are estimated
to preduce $14.5 million for the project. PFC reyvenues are projected to inerease w over S22 million during the
30-year forecast period.

The use of PEC funds 1o construct the Terminal Tmprovement Project will affeet the operating agreements of
il air carriers. This is due to the PFC regulation”s prohibitions concerning the use of long-term exclusive
leases to provide for the occupancy of PFC-linanced lacilities. The regulation defines ian exclusive long-term
lease or use agreement as an exclusive lease or use agreement between a public agency and an air carrier or
forcign air carrier with a terny of five years or more. There are three assurances included in the regulations
relative W long-ierm exclusive leases that the Conneeticut Department of Transportation will have 1o make in
order 10 use PFCs for the project. Each assurance is recited below:
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2 Regulation Assurance Number 5 - Nonexclusivity ot conlractual agreemenis. It will not enter into an
exclusive long-term lease or use agreement with an air carrier or foreign air carrier tor projects tunded by
PFC revenue. Such leases or use agreements will not preclude the public agency trom tunding.
devcloping, or assigning new capacity at the airport with PIC revenue.

3 Regulation Assurance Number 6 - Carryover provisiens. [t will not enter into any lease or use
agrecment with any air carrier or foreign air carrier for any facility financed in whole or in part with
revenue derived from a Passenger Facility Charge if such agreement for such facility contains a carrvover
provision regarding a renewal option which, upon expiration of the original lease. would aperale 1©
antomatically cxtend the term of such agreement with such carrier in preference to any potentially
competing air carrier or foreign air carrier seeking to negotiate a lease or use agreement for such facilities.

1 Regulation Assurance Number 7 - Competitive access. It agrees that any lease or use agreements
between the public agency and any air carrier or foreign air carrier for any facility financed in whole orin
part with revenue derived from a Passenger Facility Charge will contain a provision that permits the public
agency to terminate the lease or use agreement if:

a. The air carrier or foreign air carrier has an exclusive lease or use agreement for existing
facilities at such airport; and

b. Any portion of its existing exclusive use facilities is not tully utilized and 15 not made
available for use by potentially competing air carriers or foreign air carriers.

It has been previously noted that the existing Air Carrier Operating Agreements are for o term ot 30 vears
expiring June 3{. 2011, These agreements provide for the occupancey of common and exclusive space within
the existing terminal tacilities. Accordingly. the existing Air Carrier Operating Agreements cannot he wused, as
is. for the Terniinad expansion to be financed in part with PFCs. The existing agreements would violate
assurance Number 5 cited above. There are two alternatives to provide for the accupancy of the Terminal
expansion in compliance with the assurances cited above:

1. Amend the existing agreement so that it is non exclusive or short term with respect 1o the
facilities financed with PFCs: or

2. Draft and negotiate new agreements for the facilities 1o be fimanced with PFCs.

In accordance with assurance Number 7. the amendments or new agreements would have o include
termination provisions operative it any portion of air carrier exclusive use spuce at the Airport is not fully
utilized and is not made available for use by competing carriers.

The Airport’s PFC Application includes suggested amendments to the air carvier lease to address the
assurances discussed above (see PFC Application sample “Preferential Use Language™). The Airport is
negotiating these changes with the air carriers.

The PFC revenuc projection is based on a net charge afwer carrier collection fees of $4.42 per enplaned
passenger. The projection uses the Base Case Traffic Projection presented in Chapter 11, a collection rate of
95% ot total enplaned passengers. a charge effective date of May 1, 2001 and PFC reserves available for the
project as of the charge effective date of $3,557,718. The PFC revenue projection is presented in Table [V 48
along with gross PFC-eligible debt service presented in Table [11.3 above. Also shown is the interest carnings
on the PFC-eligible construction and debt service reserve funds. For fiscal year 2001, the PFC revenue
projection is based on 527456 PFEC-paying passengers based on the May 1. 2001 charge effective date.
Including excess PFC collections available for the project results in total revenue of $5.889.073. INFY 2002,
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total PEC revenue and interest is $18.3 nultion, This ix 2.27 times greater than the pledge of PFC revenue
made pursnant to the 2001 Indenture, The PFC revenue pladge is equivalentto 1.25 umes PFC eligible debt
service. Projected PFC revenues and interest merease 1o approximately $23.08 million by 2030. PFC eligible
debt service is approximately $6.6 million annually through 2022, The wrapped structure of PFC-cligible and
non-cligible debt discussed previously in this Reportis weighted fully toward the eligible debt in 2023, From
2023 through 2031, PEC-eligible debtis approximately S11.3 million annually. As shown on Table IV 48, the
PFC revenue projection is conxistently in exeess ot the pledged PFC revenue by a mintmum tactor ot 1.50,
which occurs in 2023,
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Table 1V.28 also depicts “PFC Escrow Potential™, Since PFCs can only be used for approved projects, PEC
revenue in excess of annual debt service (eoveriage) is escrowed for the purpose of undertaking additional PFC
eligible and approved projects, and for carly retirement ol the PFC Bonds. The additional capital program
previously discussed in this Report includes S24.530.794 in possible future PFC spending on the design.
enginecring and reconstruction of Runway 6/24 and Runway 15/33. This spending is depicted on Table 1V.49.
Deducting future PEC spending from the PEC Escrow Potential results in the PFC Net Annual Escrow also
shown on Table 1V.49. The Cumulative Net Excrow shown includes 4% interest carnings, The PFC Debt
Service Reserve of S6. 700000 1s added to this value to determine the Cumulative PFC Restricted Funds. Table
IV .49 aiso depicts the declining balance of PFC eligible principal as annual debt service pavments are made.
As indicated on Table IV .49 and depicted graphically above, the Cumulative PFC Restricted Funds and
Principal Balance intersect at the end of Fiscal Year 2010, Therefore, in the absence of turther additional PFC
projects other than the two runway projects, itis estimated that the Airport will be in a position to defease the
PEC cligible debt service in Fiscal Year 2001, W ocalled at this point in time, interest savings on the PFC
cligible debt would be approximately $89 million. It not called at this time, PFC revenues and interest are
projected to reach gross PEC-cligible deht service for the Terminal Improvement Project in 2013, The PFC
component of the Terminal Improvement ProjecUs Hinancial plan is clearly financially feastble.
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Table 1V 48

Bradley International Airport
Projected PFC Revenue Bond Coverage

Enter Percent Non PFC Paying Passengers 5%
Amount of The PFC Effective 5/1/01 3 4.50
Carrier Coliection Fee 3 0.08
PFC Revenue To The Airpart $ 4.42
Enter PEC Bond Debt Service Coverage Ratio (DSCR) 1.75
YEAR PFC Paying | PFC Revenue | Const. & DSR{ PFC Revenue | PFC Eligible | PFC Pledge | Proj./ Escrow
ENDING | Passengers Projection Interost & Interest Debt Service | @ 1.25 Debt ) Pledge | Potential
6/30/01* 527456 | $ 5882073 ] % - $ 588907315 - b3 S 5889073
6/30/02 3276444 1§ 1448188118 387809488 1830797418 6454779]% s.068.474 22715 11853 195
6/30/03 3375080 |5 14917852 1% 1426266 )% 1634411815 6593633 1% 85242041 19818 9750486
6/30/04 347599915 15363914} % 433.427 |8 1579734115 £.613,258] % 22664572 1915 9184 084
6/30/05 3581136 |§ 1582882218 371107 )8 1619972918 6604383]% s8o55478 1865 0.505 1346
6/30/06 3679792 |5 1626466801 % 371,107 | $ 16635786 | § 6592508 {5 §.240.634 20218 10043279
6/30/07 3770541 |35 166657891 % 371107 1§ 17036896 |% 660375813 8254607 20613 10433138
6/30/08 386265015 1707291418 371107 18 174440201% 659300813 8241259 21215 10851013
6/30/09 3957237 | $ 17490987 13 37110713 17852094153 6500508 1S 8238134 217 |8 11271585
6/30/10 4055452 1% 17625099 1% 3711075 18296205|3 6605505]S 8.256.884 222 |8 11.690.658
6/30/11 41330821% 1826822218 371107 |3 1863932015 6627258 1§ 8284 072 22518 12012071
6/30412 418021915 1851634718 371107 | S 18887454 1% B626008 |3 8287509 2.28 | § 12.261 446
6/30/13 47246168 | $ 18768060 [ 3 371107} % 19139167 [3 5631314 | % 5289142 2311% 12507853
6/30/14 4303941 |% 190234188 37110785 1930452513 66418953 8302369 23413 12752630
6/30/15 4362552 ¢t% 19282480153 37110715 19653587 15 663750513 8206094 237 15 13.015.992
6/30/18 4,407,216 ¢S5 19479896 | § 371107 | § 1985100313 6639064 1§  5.208330 23918 13211 33%
6/30i17 4437627 1% 1961431218 371107 |3 19985419]% 665535818 8313187 240 88 13330.061
B30/ 18 446827018 1974975518 I71L107 | § 20120862 1 &  GE7560815 8344 509 24115 13445254
B/30/19 4499148 1% 1988623518 371107} § 20257342 |$ 6691.158 18 B.363.947 24213 13,566.184
6/30/20 45302641$% 20023765]% 371107 |§ 20394872 |8 6702058018 8377572 243 1S 13692.814
B30i21 456161818 2016235t 1§ 371107 |8 20533458 |$ 6707558 | § 8384 447 24518 13825900
BIA022 45932131% 2030200115 550360 |5 20852361 1% 6607928 |8 8372409 24318 14154 434
6/30i23 462505218 204427261 8 72861418 24172343 1% 11270186 | & 14.098.383 15015 9893158
6/30/24 4657136 |3 2058454113 72961415 213141551 % 1127854515 14098181 15113 10035610
6/30/25 4680468 1% 20727448 |§ 720614 ]1% 21457062} % 11281785)8% 14.102231 15218 10175277
6130126 4730124 1% 209071461 % 72061418 2163676019 11282680 [ 5 14103350 1.5315% 10.354,080
B130/27 4779238 | % 21124231 |§ 729614135 2185384515 112801405 14.100.175 155{8 10.573.708
6/30/28 4828871 |8 21343811 |8 72061418 22073225|% 11280600 |5 14100750 15713 10792.625
5/30/29 4879031 |% 21565317 |§ 729614 (5 22294931 % 11282300 )% 14,102,875 15818 11012631
{30430 42297221% 21789373 |8 72964418 225189867 |3 11.280813 |5 14101018 160{8 11238175
6/30/31 498004613 220157821% 720614 | $ 22745336 ] % 11275625]5 14099531 16115 11465771
6/30/32 5032702 1% 2224454319 729614 1% 22674157 | § 11281950 1§ 14102438 1.631% 11682207

LY 2000 PFC revenwes were cotlected for projects ather than the Terminal Procect. 1Y 2000 coplanemients represent sctudl non-Southwes
enplanements. FY 2004 collections for the Terminal Project will not commence until May 10 2000 based on application precedute and approval
requiremenss. [naddition o current collections, 33,557,718 in PFC reserve funds is included m the protecton for FY 2001
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Table V.49
Bradley International Airport
Projected PFC Revenue Bond Retirement

Future PFC 4.00%

Additional PFC Net Escrow Cumulative PFC Annual
Fiscal Capital Annual Cumulation | Restricted Funds| Outstanding PFC Bong
Year Projects Escrow Plus tnterest Inctuding DSR Principat Principal

% 6,700,000

20011 § - $ 5669073 |5% 5.889.073 | § 12,589,073 109,865,000 § -
2002] 5 - $ 11.853195(3% 17,977831 | 3 24 677,831 109.865.000 | $ -
2003] % - § 9,750,486 | $ 28.447.430 | § 35.147 430 109.215.000 | $ 650,060
20041 $ - 5 9,184,084 | § 38769411 | $ 45465411 108,515.000 { $ 700.000
20051 % 1,200,000 § 8395346 | § 48715533 | § 55,415,533 107,790,000 | § 725,000
20061 § - $ 10043279} % 60707434 | § 67 407 434 107.040.000 | $ 750,000
20071 § 1.200,000 | & 9,233.138 | $ 727368863 { $ 79,068,869 106,240,000 | $ 800,600
2008] 8§ 11,360,794 | {500,781} § 74753843 ] § £1,453,843 105,410,000 | $ 830,000
2009} $ - $ 11271586 (% 89015583 { § 95,715,583 104,540,000 | B70.000
2010} 8 - $ 11600698 {% 104286904 | § 110,966,904 102,610,000 | § 930,000
20t1]% 10770000 | 8 12420711% 1086796521 % 116,379,652 102,610,000 { § 1,000,000
2012] $ $ 12261446 [% 126328284 | § 133,028,284 101,560,000 { $ 1.050,060
2013] § - $ 12507853 |% 143880269 ]% 150,589,269 100,450,000 { $ 1,110,000
2014] 5§ - $ 12752630 |% 182397470 | $ 169,097,470 99,270,000 { § 1.180.000
2015] & - $ 13095892 1% 181909360 | & 188,609 360 98,030,000 { $ 1,240,000
2016] $ 13211939)% 202397674 [% 209 097,674 86,720,000 | $ 1,310,000
2017] 5 - $ 13330061} % 223823842} 230 523 642 95,320,000 | $ 1,400,000
2018] 3 - $ 13445254 |3 246221842 | § 252,921,842 93,820,000 | $ 1.500,000
2019{ $ $ 13565184 |3 269,635,900 | & 276,336,900 82,220,000 | § 1,600,000
2020] § $ 1269281413 294,115181 | § 300,815,191 80,520,000 | $ 1,700,000
20211 % - s 1382590003 319705699 | § 326,405,699 88,720,000 | § 1,800,000
2022| & - |5 14154434 |% 345648360 | % 353,348,360 86,830,000 | $ 1,890,000
20231 & - s 9833156 [ $  IT0407451[% 377,107 451 80,125,000 | $ 6.705.000
20241 3 - |$ 00358510|% 355258360 | 3 401,959,360 73.045,000 | 3 7.080.000
2025] % - s 1075277 |% 421245011 |3 4277 945,011 65.565.000 | $ 7.480.000
20261 % - $ 10354080 |3 448448892 | 455,148,892 57 665000 | 7.900.000
20271 % $ 10573705|% 478960552 |8 483 660,552 49325000 ] % 5,340,000
20281 % - $  10792825|% 506831600} % 513,531,500 40.515.000 | § 8.810.000
2029] § $ 110128319 538117494 | % 544 817 494 31205000 { § 9,310,000
2030] 5 $ 11238475 |% 5708803691} % 577 580,369 213700001 $ 9.835.000
20311 3 - % 11465771 ]% 605,981,354 ) 8 611,881,354 10,980,000 { $  10.390.000
2032 § 11652207 (%  B£41.0808161 8 647,780,816 - $  10.580.000

$ 24 530,794
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7) Application of Revenues

It has been previously noted in this report that Bradley International Airport is obligated to pay debt service on
its 1992 Refunding Bonds pursuant to the 1982 Indenture and that the Airport’s new Series 2001 General
Airport Revenue Bonds are being issued in support of the Terminal Improvement Project pursuant to a new
2001 Indenture. The Application of Airport Revenues is presented in Table IV.50 in accordance with these
requirements,

The Airport’s 1992 Refunding Bonds represent a prior lien on the Airport’s gross operating revenues, as
defined in the 1982 Indenture. As long as the 1992 Refunding Bonds are eutstanding, all deposit requirements
of the 1982 Indenture must be fulfilled before the State directs the 1982 Indenture Trustee to transfer funds for
the purpose of the 2001 Indenture. When the 1992 Refunding Bonds are paid or otherwise defeased. the 1982
Indenture will no longer be in effect. PFCs are not considered to be part of the Airport’s gross operating
revenues under the 1982 Indenture. PFCs are considered as such under the 2001 Indenture and are “Pledged
Revenues” to the extent of 1.25 times the annual PFC-eligible debt service.

1982 Indenture

Coverage under the 1982 Indenture is shown in the upper portion of Table 1V.50. Total Airport revenue
consists of Alrline Revenue. Non-Airline Revenue, Non-PFC Interest and funds held within the Alrpont
Coverage Account maintained pursuant to the 1982 Indenture.

The airline revenue shown in Table IV.50 include all Terminal Building Rent, Landing Fees and Apron Fecs
generated pursuant to the Airport’s compensatory rate sctting approach.  Also included are the projected
revenues from the new FIS Building and the incremental rents and fres generated from the Terminal
Improvement Project. All operating expense, amortization and debt service allocations to the airline cost
centers previously addressed in this Report are reflected in the airline revenue projection, including Terminal
Improvement Project allocated debt.

The non-airline revenue shown in Table IV, 5( includes all concession revenue, land and building rents. fixed
base operator fees and other operating revenue discussed in the Report. This includes only the minimum
annual guaranteed vehicle-parking revenues from pursuant to the April 7, 2000 Construction, Financing and
Operating Special Facility Lease Agreement. providing for the construction (presently ongoing) and operation
of a 3,500 space parking garage at the Airport. This is because vehicle parking garage gross receipts are
pledged to the Airport’s Parking Garage Trustee for payment of debt service on the Atrport’s Special
Obligation Parking Revenue Bonds, Series 2000 A and B. The minimum guarantee to the State is guaranteed
by APCOA/Standard Parking, Inc. The minimum guarantce. and any additional profit sharing pursuant to the
parking agreement, is treated as gross operating revenue pursuant to the Airport’s 1982 Indenture.

Non-PFC interest income is calculated at 4.9% on the annual cumulative balance of Airport revenue after after
all operating expenses, debt service and additional capital costs. plus interest on the 1982 Indenture debt
service and O&M reserve funds.

As indicated on Table V.50, Total Airport Revenue is projected to increase from $46.1 million in FY 2001 10
$116.4 million by 2030.

Operating Expenses are projected to increase from $25.0 million in 2001 to $73.5 million by 2030. The
Operating Expense projection includes annual deposits to the O&M Reserve Account needed to maimain the
required 25% reserve. Net Revenue for {992 Refunding Bond debt service is determined by subtracting the
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QOperating Expense projection from the Total Airport Revenue Projection. which is then divided by 1992
Refunding Bend Debt Service to determine coverage. As indicated, rmanimum coverage of 2.17 is realized in
FY 2001. Coverage increases steadily through final maturity of the 1992 Refunding Bonds in 2012.

2001 Indenture

Coverage pursuant to the 2001 Indenture 1s determined by dividing 1982 Indenture Funds transferred after
satisfaction of the 1982 Indenture deposit requirements, together with pledged PFC revenues, by the 2001
Bond debt service.

1982 Funds Transterred after satisfaction of the 1982 Indenture deposit requirements are projected by
deducting 1992 Refunding Bond debt service and funds within the Airport Coverage Account from the
projected Net Revenues for 1992 Refunding Bond Debt Service. As indicated in Table 1V 50, these transfers
are projected to increase from $8.9 to S$18.3 million from 2001 through 2012, After maturity of the 1992
Refunding Bonds in 2013, net Airport revenues available for 2001 Bond debt service increase from
approximately $25 to $42 million.

PFC revenues are also pledged as security for the 2001 Bonds to the extent of 1.25 times annual PFC-eligible
debt service. Pledged PFC revenues will increase from 58.1 to $14.1 million consistent with the eligible debt

service schedule.

As indicated on Table 1V.50. minimum coverage of 1.64 is realized in FY 2005, well above the requirements
of the 2001 Indenture. Coverage increases steadily through maturity of the 2001 Bonds in 2031.

Bradley International Airport Terminal Improvement Project
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Table IV.50 {Page 1 of 3}
Bradley International Airport
Terminal Improvement Project - Application of Revenues

1982 Indenture 2007 2002 2003 2004 2005 2006
Airline Revenue § 15725584 | 16610919} § 1823054a 1% 23048315 24411044 | § 24951128
Non Airline Revenue $§ 2456301118 2537479008 26084371138 26564701 26777995 § 27679551
Non - PR Interest $§ 337988301% 104925815 1333176)¢& 1656141 1% 208126308 2347851
Aurport GCoverage Account § 2422127 1% 2248730]8 2270505053 2205793 |S 222220208 2217977
Total Airport Revenue § 46,090,615 45281706 1% 47892701 )5 53484950 | % 55492504 | § 57196 307
Qperating Expenses £ 25039369 1% 25692891 F 27723844 1% 30124044 | § 308562798 31.944.131

Net Revenue for 1992

Refunding Bond Debt Servi $ 21051246105 19568814 | & 20168857 | £ 23,370,705 246362095 | § 25252178
1982 Refunding Bond Debt Service 15 9688508 1% B98S957 1§ 89184212 5903174 88888065 8671006
Net Revenua $ 11362738 1$ 10601857 | § 11750435 )% 14467532 15747419 | 516 380269

1982 Indenture Coverage 217 218 228 262 277 2485
201 Indenture Coverage
1982 Indenture
Airport Funds Transfered t 8040611 |$ 8355198 |5 QCRCA31)S 12241738 % 13525217 |5 14,162,293
2001 DSR & CF Interest Earnings | § TI4BET IS 352965  c4vome|§ 3585073 356307
{Pledged PFCs 3 - 1% Bosgarals moao0at1 )5 H266572 g Bossavs S 8240634
Adjusted Revenue $ 8040611 1% 17158260 1§ 176168371 ¢ 20755372 | $ 221392303 | % 22 761.434
Gross Terminal Proiect Debt Service [ $ - 45 765050415 £313204 1% 09520203 1% 135382531 % 13521628
2001 Indenture Coverage 2.24 212 2.09 184 168
1982 Indenture 2007 _2008 2009 2010 2011 2012
Airling Revenue $_25573.893 26014929 |8 26638817 | % 27.31a602 (¢ 27979322 | 5 28 186 D81
Nan Airline Revenue $ 285813201 % 296344800% 30595151 (8 31634893 | 32593924 1§ 33475511
MNon - PFC Interest § 262923415 292638415 331103605 3734133|5 42024150 4711302
Airport Caverage Accournt § 2213757 1% 2210369|¢ zovarials 2201198 |% 218648008 2191577
Tatal Airport Revenue $ 58098205 [% 60786173 |8 62746743 [ 5 64884825 | § 66972140 | § 68564 470
Operating Expenses $_33070621 342371295 35445081 |8 36695958 [§ 37991700 0§ 39 332,665
Net Revenue for 1992
Refunding Bond Debt Service $ 25927583 26549044 | 27301662 [§ 28 18R 667 | § 28980850 | § 29 231804

1992 Refunding Bond Debt Service $ BRSS0791% 80414751 % asigaseld gAng7o1ls BYASO10|§ A 7E6308

[Net Revenue $ 170725551 % 17707566 )% 1848270415 19384076 1% J0194 031 | § 20465497
1982 indenture Coverage 2.53 3480 3.10 3.20 3.30 333

2001 Indenture Coverage
17982 Indenture

Airport Funds Transferred ¢ 14858796 | 5 15497107 |S 168277965 | 8 718268788 17958452 18 18273920

2001 DSR & CF tnterest Earnings | $ 58 507 358507 [ & 358507 | & 358607 1 8 358 507 | $ 358,507 |
Pledged PFCs $ 8254697 1% B241250|S H23H134 |3 BIGERA4 1§ RIBAN7Z| S 8282509
| Adjusted Revenue $ 23472002 |8 240065963 | 24874607 | % 26798270 (3 2664103108 26014937
Gross Terminal Project Debt Service 1$ 13530753 1 € 13526108 4% 13527628 | S 13538128 [ $ 13556628 ) § 13 557,753
2001 Indenlure Coverage 1.73 1.78 184 191 157 195 |
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Tahle V.50 (Page 2 of 3}
Bradiey international Airport
Terminal Improvement Project - Application of Revenues

1982 Indenture 2013 2014 © 2015 2016 2017 2018
Aurline Revenue $ 25811430 |5 26564100 |5 27320857 1§ 28096526 | § 289804005 20851742
Man Alrlme Revenue $ 3447862319 35306 34RF8 3IGIFSTAI | § I7TI19505 | § 38204855 | 3 39,190 682
MNan - PFC Interest $ 4806726 |35 49097460} S SRASB66|§ 6446658 1% 720484415 8193896
Airport Coverage Account 2183280 )5% ] 5 3 5
Total Arport R_evenue § £7281058 )% GEOST ORI S 6936525041 F 71861688 | % 74430108 77,236 320
QOperating Expenses § 40721727 1% 42160177 |5 43640780 | % 45192362 | $ 46789814 | § 48444 097
Nat Revanue for 1992
Refunding Band Debt Service $ 2656033215 2479774008 25712724 | L 26669326 | $ 27699204 1§ 28782,223
1992 Refynding Band Debt Service 5 B7331671% : 3 B $ - $ - § .
MNet Revenue $ 17826135 |8 2479774008 25712724 1% 26660326 | £ 57 600504 | § 28702203
1982 indenture Coverage aC4 Patd hA A NiA V)
2001 Indenture Coverage
1982 Indenture
Airport Funds Transferred $ 1664283618 24797 740)1§ 25712724 1% 2666932615 27699704 | $ 28792 223
2001 OSR & CF Interest Earmings £ 358507 13 358507 |§ 358507 (3% 358507 | § 358507 1% 358,507
Pledged PFCs 5 £289142 1% B£302369|3 6206004 |% BS2088301% B319197 |5 8 344,509 |
Adjusted Revenue £ 24200485 |% 33458616 1% 3436892514 35326663 | 36376098 | § 37495239
Gross Terminal Project Debt Service | $ 135680837 | § 13576971 | $ 13573634 [ § 13574824 1% 13588615] % 13612778
2001 _Indenture Coverage 174 2.46 253 2 60 2.68 2.75
1982 Indeniure 20198 2020 2021 2022 2023 2024
&irhine Revenue $ 30756R251F 3PN T4 1S 30¥34684 08 30 7H9941 15 080599 ) & 31,890,939
Non Aurling Revenue 8 40088674 | § 41082101 | % 4204013008 43017197 | § 4411929001 % 45135774
~on - PFC Interest § 914660818 10350751 F3% 1121310008 1233541018 1337223215 14758132
Arrport Coverage Accounl 3 $ 5 3
Tutal Airport Revenue § 79993107 | § 8204457618 8599601413 BE 15174815 88301110 % 91,784 845
Operating Expenses § 5Q157240 1% 51931346 )4 5376850219 5567123518 5764161215 59682 141
HNet Revenue for 1992
Refunding Bond Debt Service $ 29835867 | £ 3101323119 32228732208 3048013 1§ 30650496 | £ 32102 704
1992 Refunding Bond Debt Service | . $ . § - g . H . T .
MHat Revenua § 20835867 |$ 3101323113 322283291¢ 30480513 1§ 30659488 [ 8 32402 704
1982 Indenture Coverage 1A NiA Mis, MiA NIA MiA

2001 Indenture Coverage
1982 Indenture

Airport Funds Transferred 8 20835867 |3 31013231 ]1% 32228322013 30480513 | 30656498 | 3 22,102,704
2001 DSR & CF Interest Earnings | $ 358507 1% 35850718 58507 | $ 1782541 % $
Pledged PFCs £ 83363047138 A377572]|% A384aq47 |3 B3724001F 140989838 14098181
| Adjusted Revenue £ 38558321 | & 39749 010 409712761 % 39032176 | § 44 7SA 481 )% 45200885 ]
Gross Terminal Project Debt Serace 1S 13628613 |5 13635 /7B 1S 13639993 1§ 13635313 | § 11279166 | 3 11278545
2001 Indenture Coverage 283 292 300 286 337 410
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The Louis Berger Group, Inc. Bradley International Airport Terminal Improvement Project

Table IV.50 (Pagae 3 of 3)
Bradley International Alrport
Terminal Improvemant Project - Application of Revenues

2025 2028 2027 2028, 2029 2030

dmm Reven s swoosgoels  gesesaroly  gsgscocls  sesegools. —gneessrols | 300445 |
Non Aidin $ 4BSTTANAE. A77I08371$  aagrrescls  song2 a2l s5ead13sT|$  sge0zsanl|
Non - PEC Inlerest $  ezsiprls ir7eseodlg 19308003 ls  yiezaels  2oovsrzals  pesovesg
A A n H 1% 13 13 13 13 .
Tolal Airpert Revenue . 9s7oac0ely  vopensiols aciarsols orzossesls  ynowresis 1163540
[Qoerating Expenses 5..612050321% 63deagrely osoznenraly  easoraopls  7voeoenls | 73530805

Nat Revenus for 1992
| Refunding Bong Debt Service 13 0027741 % 565773113 37,362,616 111 3 409047151 § 42 518,803
1992 Refundi | i [ A .13 . - ls . ls .
Net Revenye H 3400077418 73313 3736251643 FEREAR ] ] 40904715 | § 42,818,803
| 1982 ndentyre Coverige A N MiA NiA A NA

001 Indeniure Coversgy

1982 Inderiure

ir F: T H J0ZTTAN S WLESTIN |1 % ITIELHIG i1 5 ADSO4TIG] Y AZB18 03

1 F | $ - 13 13 13 . 1s . s .
Pledged PECs § 1410223418  141033500s 14900175%3% 141007501 %  t4s0pe7sls 14101016 )
Adjustad Revenyg, 5 4510500615 4076100188 _ s1aeavorls 5321230605  sooorge0ls seeigsne |

s Tarming Prol L H 1128178513 ALEE2500 1S 11,900140 0% 11290600 LS | 11202200 | 1 1

2001 _Indentur 425 441 4.56 [ hrd 288 5.05 |
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The Lowis Berger Group, Inc. Bradiey international Airpore Terminal Improvement Project

V. CONCLUSIONS AND RECOMMENDATIONS

The Application of Revenues and associated debt service coverage ratios estimated in the previous Chapter of
this Report for the 1982 and 2001 indentures satisfy the requirements for bond financing of the Terminal
Improvement Project. Streng coverage is clearly demonstrated pursuant to both indentures based on
conservative assumptions for passenger demand and Airport revenues as documented throughout this Report,
Some of the more relevant, notable assumptions and conclusions include:

o The Airpert’s compensatory rate setting approach has worked well and strongly positioned the Airport to
undertake the Terminal Improvement Project in terms of its available funds. and key ratios mcluding
outstanding debt, revenues, expenses and income per enplancd passenger

©u  Use of the Base Case traffic forecast results in che forecast of passenger rrathic in 2001 being 7.6% lower
than actual 2000 enplaned passengers duc to discountng of the Southwest Effect experienced ar the
Airport.

21 The FY 2001 Budget is a conservative base year from which financial projections have been generated.
Base year operating income of $15.7 million compares with actual operating income of $19.5 million in
FY 2000,

4 Operating and maintenance expenses are projected to increase at an overall annual rate of 3.55% as
compared 1o the actual annual rate of increase from 1991 through 2000 3.28%. The rate of inflation used
in concession revenue projections is 2.0%.

2 The Airport has assessed and provided for S173 million in additional capital project needs over the next
30 years.

0 The wrapped structure of the financing plan provides a 20-year term for PFC non-eligible debt service.
72.35% of which is included in the airline rate bases. A 30-year term is provided for the PFC-eligible debt
service. All PFC-ehigible debt service will have been collected by 2013.

The Airport’s signatory airlines suppert the Terminal Improvement Project and have granted the Airport
Majority — in - Interest approval for it. This approval was granted with full knowledge of all of the financial
implications including projected rental rates and increased airline revenues. Airline consultations conducted
pursuant to the PFC Application process with all of the airhnes serving the Airport produced virtually no
objections to the project. again with full knowledge of the associated financial implications. Additionai
information concerming MII approval and PFC consultations is on file with the Connecticut Department of
Transportation.

The Terminal Improvement Project is financially feasible. The airlines desire the project.  Fconomic
prosperity. the advent of low fare service by Southwest Airlines. very strong passenger growth in the past
several years, capacity tssues presented by the age of the Murphyv Terminal also clearly demonstrate that the
project is economically justified by passenger demand and well timed to facilitate anticipated growth,

The State should aggressively proceed with the expansion of its Terminal facilities.
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DISANTO BERTOLINE & COMPANY, P.C.
Certified Public Accountants & Consultants

INDEPENDENT AUDITORS’” REPORT

Mr. Robert F. Juliano

Bureau Chief

Bureau of Aviation and Ports
Department of Transportation

We have audited the balance sheets of Bradiey International Airport (an enterprise fund of the State of
Connecticut) as of June 30, 2000 and 1999, and the related statements of operations and retained earnings
and cash flows for the years then ended. These financial statements are the responsibility of the
management of Bradley International Airport. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audits to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimatcs made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide & reasonable basis for our opinion.

Ln our opinion, the financial statements referred to above present fairly, in all material respects. the financial
position of Bradley International Airport as of June 30, 2000 and 1999, and the results of its operations and
its cash flows for the years then ended in conformity with gsenerally accepted accounting principles.

Qur audits were made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The supplemental information on insurance coverage as of June 30, 2000 (Schedule 1) is presented
for purposes of additional analysis and is not a required part of the basic financial statements. Such
information has not been subjected to the procedures applied in the audits of the basic financial statements
and. accordingly, we express no opinion on it.

DiSante Bertoline & Company, P.C.

Glastenbury, Connecticut
October 13, 2000
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BRADLEY INTERNATIONAL AIRPORT
STATEMENTS OF OPERATIONS AND RETAINED EARNINGS
FOR THE YEARS ENDED JUNE 34, 2000 AND 1999

QPLRATING REVENUES
Terminal building space
Passenger terminal apron
Bagpage claim rent
.anding fees
Rental cars
Restaurants
Hotel concessions
Orther concessions
Fixed base operations
Land and building rentals
Auto parking
Other operating revenue

Total operating revenues

OPERATING EXPENSES
Salaries and wages
Overtime
Shift differential
Other pay
Fringe bencfits
Indirect cost allocation
Other personal services
Contraclual services
Commodities
Energy and wiilities
Allucaled expenses

Tolal operating expenses

INCOME FROM OPERATIONS

NON-OPERATING REVENUES (EXPENSES)

Investment income
Depreciation
Amartization:

Deferred planning and studies costs

Deferred bond issuance costs
Deferred lease cosis

Bad debt expense

Revenue bond interest cxpense

Subordinated refunding bond imerest expense
Gain {loss) on disposal of equipment
Tolal net non-operating expenses

NET INCOME BEFORE PFC REVENUE

PASSENGER FACILITY CHARGE REVENUE (Nore 13)

NET INCOME

RETAINED EARNINGS, beginning ol year
RETAINED EARNINGS, end of year

2000 1999
4217125 S 4148555
1.936.625 1,576,380

948.198 881,579
7.895.650 6,424 882
6.790.804 5,663,030
2.599.846 2,313,132

453,772 406017
2.918.834 2,453,951

668,475 650,519
2363926 2.261.768

10,029,716 9.073.162
484,220 505.403
41,307,191 36.358.898
6.057.824 5,808,852
631,179 757.854
25.493 26.669

121,803 126,341
2,853,851 2,552,628

302,891 290,442

91,360 151,600
9,101 443 $.999,508

746,210 632,689

1.828,913 1.849.479
54,240 46,420
21.815,207 21,242 482
19,491,984 15.116.416
3.559.686 2977617
{%.487,629) (8,151.583)
{183.719) (211.048)
(116,382) (126.633)
(75,730 (75.730)
(26.651) (10,231}
{5.728.354} (5.968 680}
(289.301) (300.631)
62,650 (1.32]3

(11.285.430) (11.868.240)

8.206.554 3.248,176
10,985.445 8.808.117
19,191,999 12,056,293
36.546,951 24,490,658
55.738950 S 36.546,95

The accompanying notes are an integral part of these financlal staiements.



BRADLEY INTERNATIONAL AIRPORT
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2000 AND 1999

CASH FLOWS FROM OPERATING ACTIVITIES
Nel income
Adpustrments to reconeile net income tonet cash provided
by operating activ Lies:
Depreciation

Interest expenss

Invesiment income

tGatnd toss on disposal of equipmen:

Amartzation:
Deferred lease costs
Deferred bond isswinee costs
Duferred planning and stodies costs

Changes in operiting assets and habilines:

Deerease (increase ) in PFC restricted cash
Increase  wecounts pavable - projects
Increase in prepasd rent
Decrease [mcreased In other recen ables
Increase (decreased in due o custoiners
Drecrease i prepaid expenses
{ Decrease inerease 10 due to State of Connccticut General Fund
{Dreercasey inorcise in lessee deposits
Increase i PFL interest recevalble
Increase in deferred charges
{Increase ) dectease inaceounts recaivable, net
(Decrease) increuse 10 accounts payable - trade
Increase in prants receivable
Inerease i PEC charges receivable
{Inurease ) decrease in due from State of Connectivut General Fund

Net eash provided by operating acuvites

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Cuntnibuted capital
Repavmen: of subordinated refunding bonds
Ropayment of revenuc bonds
Bond inerest pard
Capital expenditures for plant. property and cquipment
Net cash used in capital and related financing activites

CASH FLOWS FROM INVESTING ACTIVITIES
lovesument income reeeived
Nel change i State Treasurer's Short-Term Investment Fund
Sile of investments
Purchase of imvestments

Neteash provided by (used ind anvestng activines
NETINDECREASEY INCREASE TN CASH
CANH. beginning of vear
CASIIL end of vear

SUPPLEMENTAL DISCLGSURE OF CASH FLOW INFORMATION

Cash paviments for interest

2000

1999

¥ 19, 191,999

5 12,056,293

B.A87,.629 B.151.583
6017635 6269311
{3.550.686) (2.977.617)

(62.650) 1.321
75,730 75.730
116,382 126,633
1R3 719 211048
481,428 {102,843
213,015 158,374
164,265 155,384
OR.6Y7 {29y
91483 (4.426)
527 671
[5,988) 520,573
(9.716) 46,174
{35,602) (23,669}
(157,301 {603.572)
{163,288) 57,704
{167.937) 268.735
{202.525) (113,143
(610.726) {97.385)
(1,370,411} 850,99]
28.776.801 25027600
1.333.031 787301
(125,000} {15,003
(3.355.000) (3.125.004)
{6.083.636) (6,330,325
(23.589,183) {8.039.025)

{31819 788)

{16.822.049)

3434715 3,275,714
(575617 111,298,777

. 13,490,000
- {18.500,000)
2,850,008 14.033.051)
{183.889) 172,500
483,170 310,670

S 209251 % 383170
S 6.083.636 § 6,330,325

The accompanyving Rotes dre ai integral purt of these financial statements,

_d.



NOTE 1 -

NOTE 2 -

BRADLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2000 AND 1999

NATURE OF ORGANIZATION

Bradley International Airport (Airport) is owned by the State of Connecticut (State) and 1s
operated by the Bureau of Aviation and Ports of the State of Connecticut, Department of
Transportation (Department). Under Public Act No. 81-406 of the General Assembly of the
State of Connecticut, and pursuant 10 the Indenture of Trust (Indenture) entered into by the
State of Connecticut with State Street Bank (formerly Fleet Bank), as trustee, dated
October 1, 1982, the State issued Bradley International Arport, 1982 Series, Revenue Bonds
in the aggregate principal amount of $100,000,000. The Airport revenue bends were issued
on or after November 18, 1982; on that date the State established Bradley International
Airport as an enterprise fund, thus maintaining separate accounting records for Airport
operations in accordance with the Indenture. The State donated plant, property and
equipment having a net book value of $33,273,398 to the enterprise fund on November 18,
1982.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF ACCOUNTING

The State of Connecticut, including Bradley International Airport as an enterprise fund. has
elected the application of accounting principles under “Alternative 1" of Governmental
Accounting Standards Board (GASB) Statement No. 20, Accounting and Financial
Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary
Fund Accounting. Under Alternative 1, government entities using proprietary fund
accounting follow (1) all GASB pronouncements and (2) Financial Accounting Standards
Board Statements and Inferpretations, Accounting Principles Board Opinicns, and
Accounting Research Bulletins issued on or before November 30, 1989, except those that
conflict with a GASB pronouncement.

GRANT RECOGNITION

Grant amounts for support of plant, property and equipment acquisitions are recognized as
capital contributions to the extent that related acquisition costs have been incurred.

INVESTMENTS

The Airport’s policy is to present all investments at fair value except for money market
investments, which the Airport has elected to report at amortized cost.

The fair value of investments traded on public markets is determined using quoted market
prices. The Airport invests in the State Treasurer’s Short-Term Investment Fund (STIF),
which is an investment pool managed by the State Treasurer’s Office. The fair value of the
Alrport’s position in the pool is the same as the value of the pool shares.



NOTE 2 -

BRADLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

PLANT, PROPERTY AND EQUIPMENT

Plant, property and equipment are stated at cost, which includes applicable capitalized
interest and expenditures of Federal Aviation Administration and State contributiens in aid
of construction. Maintenance and repairs are charged to expense as incurred, while
significant renewals and betterments are capitalized.

Depreciation is computed on a straight-line basis. The estimated useful lives of the major
plant, property and equipment classifications are as follows: land improvements, 20 to 50
years; buildings and improvements, 10 to 40 years; and machinery and equipment, 3 to 15
years. Depreciation expense relating to both purchased and contributed assets is charged
against operations.

DEFERRED CHARGES

Deferred bond issuance costs are amortized over the term of the related bonds on a straighi-
line basis, which yields results equivalent to the interest method.

Deferred planning and studies costs are amortized on a straight-line basis over a period of
five years.

Deferred lease costs are amortized on a straight-line basis over the term of the related lease of
385 months.

ALLOCATION OF EXPENSES

The financial statements include certain allocations of expenses incurred jointly by the
Department and the State.

Salaries of certain Bureau of Awiation and Ports management, finance and marketing
personnel are attributable to all Department activities. For those specific personnel, salaries
are allocated between the Airport and the Department’s Transportation Fund. The salaries
that were allocated to the Airport totaled approximately $605,000 and $594,000 for the years
ended June 30, 2000 and 1999, respectively.

Fringe benefits costs, which are incurred at the State level, are applied as a percentage of
salaries to all State governmental units, including the Airport. Various rates are charged for
different fringe components. For the years ended June 38, 2000 and 1999 the principal rate
charged was 42.30% and 36.48%, respectively, and the amounts charged totaled 52,853,851
and $2,552,628, respectively.

The costs of indirect services provided to the Airport by other units of the State, such as the
Office of the State Treasurer, the Office of the State Comptroller and the Office of the
Autorney General, are allocated to the Airport at a rate of 5% of Airport wages. These
charges totaled S302,89]1 and $290.442 for the years ended June 30, 2000 and 1999,
respectively.



NOTE 2 -

NOTE 3 -

BRADLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
STATEMENT OF CASH FLOWS

For purposes of the statement of cash flows, the Airport considers all highly liquid
investrnents purchased with an original maturity of three months or less to be cash
equivalents. The State Treasurer’s Short-Term Investment Fund is excluded from cash
equivalents because it is considered 1o be an investment. [n addition, the cash balance
relating to passenger facility charges is excluded from cash for purposes of the cash flow
statement due to restrictions imposed on its use (sec Note 5). The Airport had no cash
equivalents at June 30, 2000 or June 30, 1999.

CASH DEPOSITS AND INVESTMENTS

Governmental Accounting Standards Board Statement No. 3 requires governmental
orpanizations to categorize their cash deposits and investments into three levels of risk.
Category 1 includes amounts insured or registered in the Airport’s name or its agent in the
Airport’s name, Category 2 inctudes amounts which are uninsured or unregistered for which
collateral or securities are held by a counterparty’s trust department or agent in the nume of
the Airport. Category 3 includes amounts which are uninsured or unregistered or for which
collateral or securities are held by the counterparty or its trust department, but not in the
name of the Airport.

CASH DEPOSITS

For purposes of this disclosure, cash deposits include bank depesits.  As of June 30, 2000,
the carrying amount of the Airport’s bank deposits and the bank balance totaled $354.279,
including the cash balance relating to passenger facility charges. Of this balance, $100.000
was insured by the Federal Deposit Insurance Corporation {Category 1) and $254,279 was
uninsured and uncollateralized (Category 3). as defined by Governmental Accounting
Standards Board Statement No. 3. However, all bank deposits were in qualified public
institutions as deftned by state statute. Under this statute, any bank holding public deposits
must at all times maintain, segregated from its other assets, eligible colisteral in an amount
equal at least 1o a certain percentage of its public deposits. The applicable percentage is
determined based on the bank’s risk-based capital ratio. The amount of public deposits is
determmined based on either the public deposits reported on the most recent quarterly call
report, or the average of the public deposits reported on the four most recent quarterly call
reports, whichever is greater. The collateral is kept in the custody of the trust department of
cither the pledging bank or another bank in the name of the pledging bank.

INVESTMENTS

See Note 5 for a description of the types of investment vehicles authorized for use by the
Alrport.

Investments as of June 30, 2000 consist of State Treasurer’s Short-Term Investment Fund
deposits totaling $67,471,902 which are not required to be classified by nsk category, and
Federal Home Loan Bonds totaling $8,492,703 which are registered in the Airport’s name
(Category 1}.



NOTE 4 -

NOTE S -

NOTE 6 -

BRADLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

SHORT-TERM INVESTMENTS

At Junc 30. 2000 and 1999 short-term investiments consisted of unrestricted investments in
the State Treasurer’s Short-Term Investment Fund (vee Note 3).

RESTRICTED ASSETS
Restricted assets consist of the following:

+ Investments and related accrued interest receivable which are segregated into funds
and accounts in accordance with the Indenture of Trust (Nore 8) and:

« Cash, receivables, investments and related accrued interest receivable relating to
passenger facility charges. which are restricted for expenditures for federally
approved Airport improvement projects (Note 13).

The Indenture of Trust restricts investments to: a} direct and general obligations of, or
obligations fully or unconditionally guaranteed by. the United States of America, b)
obligations issued by certain federal agencies, ©) certificates in short-term investment funds
created and existing under Section 3-27a of the General Statutes, d) bank time deposits
evidenced by certificates 1ssued by any bank or trust company which 1s 2 member of the
Federal Deposit Insurance Corporation (FDIC) and e} with the approval of the State
Treasurer, repurchase agreements with any bank or trust company insured by the FDIC,

PLANT, PROPERTY AND EQUIPMENT

Changes in plant, property and equipment for the years ended June 30. 2000 and 1999 are as
follows:

Balance Year ended June 30, 2000 Balance

Tune 30, Addinons: Re- Deletions ‘Re- June 30,

1999 classificahons classifications 2000
I.and S 2637134 § - $ - S 2657154
Land improvements 115.470,714 4,855,588 - 120.326.302
Buildings and improvements 0.934,466 3.764.901 4,010,114 70.683.253
Machinery and equipment 11,098 681 553,359 777.508 11.474.532
Construction in progress L 11993693 25366419 29330124 28,029 988

SA2.734.708  $34,540,267 814,123,746 5233171229

Balance Year ended Jupe 33, 1999 Balance
June 30, Additions/Re- Deletions/Re- tune 30,
1998  classifications clasgifications 1999

Land S 2637154 s - 5 - 5 2637154
Land improvements 115,441,463 29.251 - 115.470.714
Buildings and tmprovements 70796182 138,284 - 70934 466
Machinery and equipment 12,127,582 277870 706771 11.698.681
Construchion i progress 4,397,539 8,584 084 987,930 11,993,693

5205419920 $5,029489 5 1,694,701 3212,754,708
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NOTE 8 -

BRADLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

DEFERRED CHARGES

Deferred bond issuance costs are comprised of the following:

2000 1999

Costs relating to:
Refunding escrow deposits S$911.426 S1.022.090
Subordinated refunding bonds 36,729 42,448

$ 948,155 21,064,538

Deferred planning and studies costs represent the cost of developing the master plan for the
Airport improvement project and the cost of other plans and studies.

Deferred lease costs consist of the book value of an Airport building that was demolished in
order for a concessionaire 10 build its facihty on the site. At the end of the lease term
ownership of the concessionaire’s facility reverts to the Airport.

AIRPORT REVENUE BONDS

On October 1, 1992 the Airport redecmed its Bradley International Airport, 1982 Series
Revenue Bonds through the issuance of Airport Revenue Refunding Bonds, Series 1992 in
the amount of $94,065,000. The bonds are secured by and payable sclely from the gross
operating revenues generated by the State from the operation of the Airport and other
receipts, funds or monies pledged in the bond indenture.

The bonds are presented on the balance sheets as follows:

_ 2000 _1999
Principal outstanding £74,810,000 $78.165.000
Less: current maturities 3,595,000 3,355,000
Long-term portion $71,215,000 $74,810,000

DEBT SERVICE FUND
A debt service fund has been established in accordance with the Indenture to provide for

payment of principal at maturity and semi-annual interest payments due on April 1 and
October 1| of each year. The maturity dates and inlerest rates of these bonds are as follows:

$7,455,000 SERIAL BONDS

Maturity Date

October | ) Amount. Coupon
2000 3,595,000 7.35%
2001 3,860,000 7.35
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BRADLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 36, 2000 AND 1999 .

AIRPORT REVENUE BONDS (Continued)

DEBT SERVICE FUND {Cuntinued)

The tollowing bonds mature on October 1, 2004 and 2012 and are subject to mandatory

redemption as shown below:

$67,355,000 TERM BONDS

October ] Amount

2002 54,150,000
2003 4.455,000
2004 (maturity) 4,785,000
20035 3,140,000
2006 5,530,000
2007 5,955,000
2008 6,405,000
2009 6,900,000
2010 7.430.000
2011 8,000,000
20112 (maturity) 8,605,000

Coupon

7.40%
7.40
7.40
7.65
7.65
7.65
7.65
7.65
7.65
7.65
7.65

Pursuant to the Indenture, the Bradley International Airport Revenue Fund (Revenue Fund)
and certain sub-accounts therein have been established into which all Airport revenues are
deposited. Such revenues shall be used and applied to the following funds and accounts in

the following order of priority:

Nature of Account or Fund

BOND SERVICE ACCOUNT

One-twelfth of the principal of cach serial bond
which will become due and payable withmn the
next twelve months, times the number of full or
partial calendar months which have lapsed since
the last annual installment, plus one sixth of the
interest which will become due within the next
six months, times the number of full or parial
calendar months which have lapsed since the last
semi-annual installment

RESERVE ACCOUNT
Maximum amount of principal and nterest
requirements for the current or any succeeding

bond year on account of all bonds then
outstanding.

-1}

Nature of Authonzed Expenditures

Payment of principal and intcrest on
outstanding bonds.

Payment of principal and mterest in the
event of a deficiency in the Bond Service
Account.
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BRADLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 36, 2000 AND 1999

AIRPORT REVENUE BONDS (Continued)

DEBT SERVICE FUND (Continued)

Nature of Account or Fund

INTERIM RESERVE ACCOUNT

$150,000 per month for twenty-four months after
the date of the Indenture, plus the deficiency
from prior months and for the next twelve
months thereafter, the sum of $100,000 per
month plus any deficiencies from prior morths
until the amount in suck fund is equal to
£4,800,000.

THE STATE OF CONNECTICUT
The remaining balance of current revenues

equal to operating expenses for the next two
months.

OPERATION  AND
RESERVE ACCOUNT

MAINTENANCE

Owt of any balance remaining, one-twelfth of
the amount, if any, necessary to make the
amount deposited equal to not less than twenty-
five percent of the budgeted current expenses
for the then current fiscal year.

NOTE REPAYMENT FUND

Out of any balance remaining, one-twelfth of
the amount, if any, necessary to make the
amount deposited equal to not less than twenty-
five percent of the budgeted current expenscs
for the then current fiscal vear.

IMPROVEMENT FUND

Out of the balance remaining as shall be
designated by the State Bond Commission,

AIRPORT COVERAGE ACCOUNT

Out of the balance, amounts equal to twenty-five
percent of the sum of the amount required in the
fiscal year 1o pay interest on the notes and bonds
as when the same becomes dug, and the amount
required in such fiscal year to pay the principal
of the bonds as when the same becomes due.

-11 -

Nature of Authorized Expenditures

This account was closed July 8, 1992 and
the balance was transferred to  the
Revenue Fund.

Payment of curtent expenses.

Payment of current expenses, whenever
there are insufficient monies in the
Revenue Fund for such purpose.

Payment of principal and interest on any
notes issued.

Payment of costs of any additions,
expansions or improvements,

Same as the General Airport Fund, except
that no transfers shall be made to the Note
Repayment Fund and ne transfers for any
purpose can be made if unrestricted funds
exist in the General Airport Fund.
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BRADLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2000 AND 1999

AIRPORT REVENUE BONDS (Continued)

DEBT SERVICE FUND (Continued)

Nature of Accouns or Fund

GENERAL AIRPORT FUND

The balance, if any, remaining after making

the deposits required above.

Nature of Authorized Expenditures

Trust fund that shall transfer from time to
time to the:

5.

Redemption Account, for the purpose
of additions.

Bond Service Account, for payments of
principal and interest.

Improvement Fund, for payment of the
cost of additions. expansions, or im-

provernme nts.

Note Repayment Fund, for payment of
principal and interest on any notes.

Any authorized Airport purpose.

In addition, the Indenture of Trust established the Construction Fund to which the proceeds
of bonds are deposited, along with any other monies received from any other source, for the
acquisition or construction of Airport plant, property and equipment. Expenditures from the
Construction Fund include all acquisition or construction costs associated with Airport plant,

property and equipment.
completion of the planned projects.

The Construction Fund was closed on June 28, 1996 upon

AIRPORT SUBORDINATED REFUNDING BONDS

The State issued Airport Revenue Taxable Subordinated Refunding Bonds in the aggregate
of $3,855,000 dated August 1, 1989, These bonds bear interest at 9 1/8%, which is payable
semi-annually on February ! and August 1, and mature as follows:

Year
2000
2001

2002
2003
2004
2005
2006

Amount
S140.000
130,004
160,000
175,000
195,000
210.000
230,000

Year
2007
2008
2009
2010
2011
2012

Amount
$250.000
275,000
300.000
330,000
355.000
390,000

The bonds were issued in connection with a program undertaken by the State which provided
for the current refunding on Octaber 1, 1992 of the State’s Airport Revenue Bonds 1982
Series (Note 8) through the issuance of Aimport Revenue Refunding Bonds, Series 1992.

17 -
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BRADLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

AIRPORT SUBORDINATED REFUNDING BONDS (Continued)

The bonds are presented on the balance sheets as follows:

Principal outstanding
Less: current maturities
Long-term portion

2000 1999
$3,160,000 $3,285,000
140,000 125.000)
$3.020.000 23,160,000

The following accounts have been established mn accordance with the Subordinated Bond

Indenture:

Nature of Account or Fund

SUBORDINATED {CAPITALIZED)
INTEREST ACCOUNT

Receives a portion of the subordinated
refunding bond proceeds for payment of interest
on subordinated refunding bonds. [Investment
mcome is retained for use by the fund. Any
remaining balance after authorized payments is
transferred 1o the Suobordinated General
Account.

SUBORDINATED COST OF ISSUANCE
ACCOUNT

Receives a portion of the subordinated
refunding bond proceeds for payment of
issuance costs and insurance. Investment
income is retained for use by the fund. Any
remaining balance after authorized payments is
transferred to  the Subordinated General
Account.

Nature of Authorized Expenditures

Payment of interest on initial subordinated
refunding bonds and one day of interest an
Series 1992 Refunding Bonds. This
account was closed August 30, 1995 and
the balance was transferred to the
Subordinated General Account.

Payment of issuance costs on intial
subordinated refunding bonds and Series
1992 Refunding Bonds, including bond
insurance.  This account was c¢losed
August 30, 1995 and the balance was
transferred to the Subordinated General
Account.

SUBORDINATED DEBT SERVICE FUND

Also, in accordance with the Subordinated Bond Indenture, a Subordinated Debt Service
Fund has been established for the payment of the principal and interest on the bonds. The
Subordinated Debt Service Fund consists of the following accounts into which withdrawals
from the General Airport Fund will be deposited in the following order:

Nature of Account or Fund Nature of Authorized Expenditures

SUBORDINATED BOND SERVICE
ACCOUNT

Payment of principal and interest on
outstanding bonds.

No later than any principal or interest payment
due date, an amount equal to such principal or
interest due on such date.

-13 -
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BRADLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

AIRPORT SUBORDINATED REFUNDING BONDS (Continued)

SUBORDINATED
FUND(Continued)
Nanre of Account or Fund

DEBT SERVICE

SUBORDINATED REDEMPTION ACCOUNT

No later than any amortization payment due date,
an amount equal to the amorlization requirement
with respect to such payment.

SUBORDINATED RESERVE ACCOUNT

Maximum amount of principal and interest
requirements for the current or any succeeding
bond year on account of all bonds then
outstanding.

SUBORDINATED PREMIUM ACCOUNT

At the direction of the State, amounts not to
exceed the aggrepate redemption premium on all
1982 Sernies Revenue Bonds

SUBORDINATED GENERAL ACCOUNT

The balance, 1f any, remaiming after the deposits
required above.

Nature of Authorized Expenditures

Payment of amortization on outstanding
bonds.

Payment of principal and interest in the
event of a deficiency in the aforementioned
Subordinated Bond Service Account.

This account was closed July 22, 1994 and
the balance was transferred to the General
Airport Fund.

Any authorized Airport purpose.

MATURITIES OR MANDATORY REDEMPTION OF LONG-TERM DEBYT

Principal maturities or mandatory redemption on all Airport bonds are as follows:

Year ending June 30
2001 $3,735,000
2002 4,010,000
2003 4,310,000
2004 4,630,000
2005 4,980,000
Thereafter 56,305,000
57,970,000
CONTRIBUTED CAPITAL
The following summarizes changes in contributed capital for the years ended June 30, 2000
and 1999.
Federal State Other Total
Balance, June 30, 1998 $51.462,151 545368,263 54,923,660 £101,754,074
Capital contributions 779,804 7.497 - 787,301
Balance, June 30, 1999 52,241,955 43375760 4.923,660 102,541,375
Capital contnibutions 1.333.031 - - 1,333,031
Balance, June 30, 2000 §53,574,986  $45,375.760 54,923,660  S103,874,406

- 14 -



BRADLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

NOTE 12 - RETAINED EARNINGS

NOTE 13 -

Pursuant to the Indenture, the Airport has established reserves for retained earnings in
various sub-accounts as follows:

Description 2000 1999

PASSENGER FACILITY CHARGE RESERVE

Passcnger facility charges are reserved for
expenditures  for  federally approved  Airport
impravemcat projects. $22050586 $20617472

BOND INDENTURE RESERVES

Revenue Fund

The Operation and Maintenance Reserve Account

shall reserve not less than twenty-five percent of

the budgeted current expenses for the then current

fiscal year. 5,758,228 5,363,054

Airport Coverage Account

The Airpert Coverage Account shall reserve an

amount equal to twenty-five percent of the sum of

the amount required in the fiscal year to pay

intercst on the bonds as when the same becomes

due and the amount required in such fiscal year 1o

pay the principal of the bonds & when the same

becomes due. 2,282,502 2,286,144

General Airport Fund
The balance of Airpert revenues remaining after
requircd deposits have been made fsee Note K}

shall be reserved in the General Airport Fund. 16,688,764 139735707
Retained earnings — reserved 46,780,080 42242 379
Retained earnings — unreserved 8958870 _{5.695428)
Total retained carnings 5 55738950 $£36546951

RESTRICTED REVENUE

The following passenger facility charge revenuc and investment income earned thereon is
restricted for expenditures for federally approved Airport improvement projects:

2000 1999
Passenger facility charge $ 9862523 $7.962,592
Interest income 1,122922 845525

- 15 -
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BRADLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

LEASES

Substantial amounts of real property of the Aurport are leased to various airlines and other
tenants. The leases consist of month-to-month, cancelable space and use permits and
noncancellable operating leases for land. buildings and terminal space. The leases expire
over the next 39 years,

Future minimum rental income on noncancellabie operating leases for the next five years is
as follows:
Year ending June 30,

2001 3 8.096,703
2002 888,778
2003 8,078,269
2004 8075919
2005 7.993421

$40,333.090

Future minimum rental income for fiscal years ending June 30, 2001 through June 30, 2005
are cstimated amounts based on 2041 rates because rental rates for some tenants are not
currently determinable for these years.

RETIREMENT PLAN
PLAN DESCRIPTION

All employees of the Alrport are participants in the Connecticut State Employee’s
Retirement System (SERS).  SERS is a single-employer defincd-benefit pension plan
covening substantially all of the State full-time employees who are not ¢ligible for another
State sponsored retitement plan.  Plan benefits, cost-of-living adjustments, contribution
requirements of plan members and the State. and other plan provisions are described in
Sections 5152 to 5192 of the Connecticut General Statutes. The plan provides retirement,
disability, and death benefits, and anual cost-of-living adjustments to plan members and
their beneficlaries. SERS is admunistered by the State Comptroller’s Retirement Division
under the direction of the Connecticut State Employees Retirement Division. No stand-
alone financial reports are issued for SERS.

FUNDING POLICY

Tier [ Plan B non-hazardous and hazardous duty members are required to contribute 2%
and 4%, respectively, of their salary up 1o the social security taxable wage base plus 5%
above that level, Tier | Plan C members are required te contribute 5% of their annual
salary. Tier 1l non-hazardous duty employees are not required to contribute and hazardous
duty employees are required to contribute 4% of their salary. All emplovees hired after
June 30, 1997 are members of Tier {1A. Non-hazardous duty members of Tier l[A are
required to contribute 2% of their salary and hazardous duty members are required to
contribute 3% of their salary. The State 1s required to contribute at an actuarially
determined rate. which may be reduced by an act of the state legislature. The employer

rate 15 approximately 22% of annual covered payroll.
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BRADLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

RETIREMENT PLAN (Continued)

ANNUAL PENSION COST

For the year ended June 30, 2000 the Airport’s annual pension cost of $1.519,463 was equal
to the Airport’s required and actual contributions. The required contribution was determined
as part of a June 30, 1998 actuarial valuation using the projected unit credit cost method.
The actuarial assumptions included {a} 8.5% investment rate of return (b) projected salary
increases ranging from 3.25% to 14% per year and (c) cost of living increases of from 2.3%
to 4.0% per year. For purposes of determining ongoing costs, the recognition of gains and
losses is spread over five years, The resulting value is called the actuarial vaiue of assets and
1s further adjusted as necessary so that the final actuarial value is within 20% of the market
value of assets. Pursuant to a collectively burgained agreement, as of June 30, 1992 the
unfunded actuarial liability is being amortized over forty years. The remaining amortization
period at June 30, 2000 is 32 years.

THREE-YEAR TREND INFORMATION

Year
Ended
June 30
1998
1969
2000

Annual Percentage Net
Pension of APC Pension
Cost (APC) Contributed Obligauon
51,129,129 100% s -
1,334,603 100 -
1,519,463 104} -

REQUIRED SUPPLEMENTARY INFORMATION

PROGRESS (IN MILLIONS OF DOLLARS)

Actuarial

Valuation

Date
June 30, 1992
Tune 30, 1993
June 30, 1994
Tune 30, 1995
fune 30, 1996
June 30, 1997
June 30, 1998

(2)

(1 Actuarial
Actuarial Accrued
Value of Liability
Assets {AAL)
$3.423.886  $6.668.685
3.696,177 7.189.740
3,944,521 7.329.181
4,209,236 7.838.211
4,604 227 8.138.6i0
5.130.967 8,833,203
5,669,866 6,592,408

(3)
infunded

AAL
{UAAL)
{23-(1)
£3.242 794
3.493,563
3,384,660
3.628.975
3.534.383
3,702,236
3.922.542

ANALYSIS OF FUNDING

{4) (5)
Funded Annual

Ratio  Covered
(12} Pavrol]
51.37% 51.5831.381
5141 2,144 793
53 82 2,155 86D
§3.70 2,325.187
56.57 2,385,533
58.09 2,235,186
5911 2.338.957

(&)
LUAAL
asa¥% of
Covered
Payroll
(31

167 909,

162.89
157.00
136.03
14816
16638
167.70

The most recent actuarial valuation report available as of the date of this report is June 30,

1998,
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NOTE 18 -

BRADLLEY INTERNATIONAL AIRPORT
NOTES TO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

RELATED PARTY TRANSACTIONS

The State of Connecticut is responsible for processing the Airport’s payroll, accounts
pavable and purchasing. As described in Note 8, funds are transferred 10 the State on a
monthly basis for this purpose.

As described in Note 2, certain expenses, which are incurred directly by the State. are
allocated to the Airport. As of June 30, 2000 and 1999, the liability for these expenses due to
the State totaled $302,891 and $290.442, respectively, and is included in accounts payable -
trade in the accompanying balance sheets.

In addition, the Aiport receives certain grants and revenues on behalf of the State. Such
amounts are remitted to the State on a regular basis.

POSTRETIREMENT BENEFITS

As employees of the State of Connecticut. the Airport’s personne! are eligible to receive
postretirement medical and life insurance coverage. The accounting for and funding of these
benefits is dont on a cash busis.

The cost of these benefits to the Airport for the years ended June 30, 2000 and 1999 ¢cannot
be determined because the Airport is charged for all fringe benefits by the State based upon a
percentage of Airport payroll as described in Note 2.

RISK MANAGEMENT

The Airport is subject 10 normal risks associated with its operations including property
damage, personal injury and employee dishonesty, With the exception of certain vehicle-
related liabilities for which the State retains some risk. all other risks are managed through
the purchase of commercial insurance as required by the Indenture.

- 18 -
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SCHEDULE 1
BRADLEY INTERNATIONAL AIRPORT

INSURANCE COVERAGE
JUNE 30, 2000

{(Unaudited)
Type of Insurance Property Covered Amount of Coverage
Camprehensive Crime Policy - Employces Emplayce dishonesty bond on State employees S1.004.000 limit, $100,000 deducuble
Burglary, robbery, hold-up. eic. {disappearance or E500.000 Limd, 5100000 deduclible

Blanket ANl Risk Property Insurance

Data Processing Fguipment and Media

Master Eguipment Policy

Automuabile Tiabihity

Excess Liability - Auto

Adrport Liabiluy

Plate Glass

destruction of money or securitics unly}

Eire and exicnded coverage on all State facilities Blanket fimit any one occurrence, $500.000 limit for properly nol at State,
includes physical damage for sclecied Stale $5L.000,000 limirt for carthquake or flood, $2350,000 deductible per accurtence
owned vehicles vver 3103000 or leased vehicles

Business interruption coverage for Bradley Business interruption coverage subject to a 365,000,000 subhimit

Intetnational Aarport

Scheduled daw processing eguipment and media $25.000.000 per occurrence, various deductibles.
source materials, media tapes. cards. cte

Scheduled equipment $4.006 810 limit, no aggregate Hmit, $10.0040 deductible per occurrence.
State employees and vehicles - hamhty, 300,000 combined singhe linut bodily ijuey/property damage in excess
coverage includes the paramedics working ol S500 000, 5500000 self-insured retention

at Bradiey International Alrport

State employees and vehicles, coverape $24.000,000 each occurrence in excess of $1.000.000

includes the paramedics working at Bradley

International Arrport

Albairpors $100,000.000 for cach for bodily wjury, avtomobile bodily mjury and
property damage. personal injury, and medical malpraciice, each
oceurrence and in the aggregate
F10.000, 008 advertsers Rability aggregate it
SH0.000,008 hangarkeepers legal Tabdny

£30.000 deductible per occurrence and m the agpregate for all of the above

Bradley International Airpori - Delta wing, Subject 1o terms and conditions of Property Insurance
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APPENDIX C
Summary of Airline Operating Agreements
Operating Agreements Entered into by Airlines

This section is a summarv of certain provisions of such Operating Agreements.  The
summary does not purport to be complete or to follow the exuct language of the Operating
Agreements and is subject in all respects (o the detailed provisions thereof, copies of which will
be available for inspection at the office of the Commissioner of the Connecticut Department of
Trunsportation.

Definitions

“Airfield Area” means those portions of the Airport and related facilities, exclusive of
hangars, hangar ramps, cargo buildings, cargo ramps, buildings and building areas (other than
the crash, fire and rescue building and the controi tower).

“dirport Audit” means 4 required audit of the books and accounts of the Airort
conducted by an independent centified public accountant of recognized standing.

“Airport Fiscal Year” means the twelve (12) month period commencing on July 1 of each
vear and cxpiring on June 30 of the calendar year next ensuing, or such other period as
designated by the State in accordance with law, with appropriate compensating adjustments, i.e.,
annualizing any period Iess than twelve (12) months.

“dirport Operating Budget” means the budget of Airport costs and expenses adopted
with respect to each Airport Fiscal Year pursuant to Section 5(b) of Public Act No. 81-406 (or
otherwisc as provided by law), and consists of the Opcrating Expense Budget and the Capital
Improvement Budget.

“dirport Revenues” means all the income, revenues, cash, accounts receivable and
moneys derived by the State from any source whatsoever with respect to the operation of the
Airport for the furnishing and supplying of the services. facilities and commodities thereof. The
term “Airport Revenues”™ does not include tax receipts or moneys received as the proceeds of the
Bonds or as grants or gifts, the use of which is limited by the grantor or donor to special projects
or purposes not benefitting the public at the Airport gencrally, except to the extent that any such
nioneys are received as payments for the use of the Airport.

“Anni! Debt Service”™ means the sum of principal amortization requirements (including
premium, if any) and interest payments being or becoming duc and payable by the State during
any Airport Fiscal Year with respect to the Bonds. The Landing Fees and Terminal Building
Rental rates in effect for the Initial Period include all debt service (including principal, sinking
fund installments and premiums, if any, and interest) properly allocable to the Signatory Atrlines
with respect to the Bonds. The following shall be considercd Annual Debt Service: (1) a one-
time coverage pavment, required in the first full Airport Fiscal Year following completion of the
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premises to be leascd by the Airline pursuant to the Capital Improvement Program in order to
pay the Airline’s pro rata share (based on debt service on State revenue obligations issued under
the Indenture) of a special Atrport Coverage Account established under the [ndenture in
connection with the 1.25 times coverage requirement imposed therein; and (2) any subsequent
payments representing the Airline’s pro rata share of the amount neccssary to replace any
withdrawals from said Airport Coverage Account made (1) to pay debt service when amounts
available in the Bond Service Account, fmprovement Fund and General Airport Fund established
under the Indenture are sufficient for this purpose, or (it} for Airport improvements which have
received necessary Majority-in-Interest approval.

“Apron Area” means the aircraft parking and maneuvering areas adjacent to the Terminal
Ruilding.

“Baggage Claim Areq” means those portions of the Airport and related facilities,
providing for the collection, transport, handling and distribution of passenger baggage and
related items.

“Capital Improvement” means, for any Airport Fiscal Year, (a) any itcm purchased or
constructed for use in the Airfield Area Cost Center or Apron Area Cost Center which has a
useful life of five (§) years or more, or which can extend the useful life of any existing asset
included within the Airfield Area Cost Center or Apron Area Cost Center for a period of five (5)
years or more, alt as determined by the Cost Accounting System, and (b) any item purchased or
constructed for use in the Terminal Building Cost Center which has a useful life of three (3)
years or more, or which can extend the useful life of any cxisting asset included within the
Terminal Building Cost Center for a period of three (3} years or more, all as determined by the
Cost Accounting System.

“Capital Improvement Budget” means that portion of the budget of Capital Improvement
costs and expenses to be expensed during an Airport Fiscal Year and adopted in conjunction with
the Airport Operating Budgct for such Airport Fiscal Year.

“Capital Improvement Program” means those expansions, improvements and renovations
to the Airport described in Exhibit E to the Operating Agreement.

“Construction Costs” means the necessary and desirable costs and expenses pertaining or
incident to the acquisition or construction of Capital Improvements, including all costs and
expenses of the Capital Improvement Program.

“Consulting Engineer” means CE Maguire, Inc., or in case CE Maguire, Inc. ceases to
serve as Consulting Engincer, such other architectural/enginecring firm as may be selected by the
State for purposes of the Operating Agreement, which is to be a firm specializing in and having a
favorable repurtation for the design and engineering of airports.

“Cost Accounting Svstem” means the specific accounting system prepared by Arthur
Andersen & Company and adopted by the State for the collection, allocation and reporting of the
capital expenditures, revenues, operating expenses, assets and liabilities of the State with respect



to the Airport and its operations. The Cost Accounting System is to be established and operated
pursuant to generally accepted accounting principles for airports consistently applied.

“Cost Center” means any one of the Airport cost areas identified in connection with the
Cost Accounting System.

“Initial Period” means the period beginning on July 1, 198]) and ending (a) on June 30.
1986, or (b) on the date on which the Airline becomes liable under Section 4-2(a) of the
Operating Agreement for the payment of rents on the premises leased by it pursuant to the
Capital Improvement Program, whichever is earlier.

“Majoritnv-in-Interest” as of any date means at lcast fifty percent (50%) in number of the
Signatory Airlines which account for more than fifty percent (50%) of aggregate Revenue
Aircraft Arrival Weight landed at the Airport during the immediately preceding calendar year.

“Maximum Landing Weight” means the maximum certified landing weight-approved by
the FAA for aircraft landing at the Airport.

“Operating Expense Budgetr” means the budget of Operating Expenses for an Airport
Fiscal Year adopted in conjunction with the Airport Operating Budget.

“Operating Expenses” means the reasonable, necessary and verifiable current expenses of
the State, paid or accrued in accordance with the Cost Accounting System in administering,
operating, maintaining, and repairing the Airport. Without limiting the generality of the
foregoing, the term Operating Expenses includes (a) costs of collecting Airport Revenues and of
making any refunds therefrom lawfully due others: (b) engineering, audit reports, legal and other
overhead expenses directly related to the administration, operation, maintenance and repair of the
Airport; (c) costs of salaries, wages and other compensation of officers and employees with
respect to the Airport, including all legally required payments to pension, retirement, health and
hospitalization funds and other insurance, including scli-insurance, if any, for the foregoing
provided that the aggregate cost of such services with respect to the non-managerial personnel
shall not be greater than that incurred with respect to other employees of the State providing
similar services; (d) costs of routine maintenance, repairs, replacements, renewals and alterations
not constituting Capital Improvements occurring in the usual course of business, which may
include cxpenses not annually recurring; (€) taxes, assessments and other governmental charges.
or payments in licu thereof, lawfully imposed on the Airport or any part thereof or on the
operation thereof, subject to any right the Airline may have to protest the same: (f) costs of utility
scrvices: (g) the costs and expenses of management services and general administrative overhead
of the State allocable to the Airpoit: (h) costs of equipment, matcrials and supplies used in the
ordinary course of Airport business not constituting Capital Improvements, inctuding ordinary
and current rentals of equipment or other property: (i) costs of fidelity bonds. or a properly
allocable share of the premium of any blanket bond. dircctly pertaining to the Airport or Airport
Revenues or any other moneys held under the Indenture, as amended or supplemented from time
to time, or required to be held or deposited thereunder: (j) costs of carrying out the provisions of
the Indenture, as amended or supplemented from tme to time to permit the acquisition and
construction of Capital Improvements or the Capital Improvement Program, including trustee’s



and paying agent’s fees and expenses, costs of insurance required thereby. or a properly allocable
share of any premium of any blanket policy pertaining to the Airport or Airport Revenues, and
costs of recording, matling and publication: (k) Annual Debt Service; (1) all other costs and
expenses of administering, operating maintaining and repairing the Airport arising in the routine
and normal course of business; and (m) any costs and expenses related to the Airport required to
be paid (and reserves required to be kept) tn accordance with the Cost Accounting System.
Operating Expenses do not include Bond interest charges greater than those dictated by actual
hond issues, depreciation on those facilities financed with Bonds or other contributions, nor any
charge representing a return on any capital mvestment whatsoever.  Notwithstanding the
foregoing, the State may include other 1tems of cost in the Operating Expense Budget, provided
no such additional items not enumerated above are included in computing the rates, rents. fees
and charges of the Airline.

“Revenue Aircraft Arrival” means the landing at the Airport of any and all aircraft
owned, leased or operated by any air carrier or airline, that arrives at or depart from the Airport
with passengers, cargo or mail and as more particularly described in the Operating Agreement.

“Signatorv Airlines” means those airlines conducting regularly scheduled commercial
flights at the Airport under agrcements with the State substantially similar to the Operating
Agreement.

“Terminal Building” means the Airport Terminal Building as it now exists and as it
hereafter may be enlarged, improved or renovated.

*User” means, with respect to Airport facilities, any Signatory Airline and any other
person or entity having the right to utilize such facilities by virtue of a lease or other
arrangement.

Term

The term of the Airline Operating Agreements is July 1, 1981 to Junc 30, 2011, unless

sooner terminated.

Use of Airport

A Signatory Arrline 18 permitted to use the Airport in common with others so authorized,
for, among other things, the operation of an air trunsportation system, the repair, maintenance.
and storage of aircraft, the training of personncl, and the sale of aircraft and equipment and
supplies related thereto.

Space in Airport

A Signatory Airline leascs exclusive or jomnt space i the Terminal Building. in the Apron
Area and in the Baggage Claim Area as provided in its Operating Agreement.



Rates, Rents, Fees and Charges

Terminal Building Rentals. During the Initial Period a Signatory Airline pays fixed rents
and charges for use of the Terminal as set forth in 1ts Operating Agreement. These rents reflect
the Airline’s proportionate share (based on square footage use) of the estimated costs of the
Terminal Building. After the Initial Period, the Terminal Building rental payable by a Signatory
Airline is determined on a yearly basis in connection with the adoption of the Airport Operating
Budget as follows: The State divides the Ground Space of the Terminal Building into the
projected total Operating Expenses included in the Airport Operating Budget for such period and
properly allocable to the Terminal Building Cost Center. The cost per square foot so calculated
is multiplied by the total Terminal Building Rental Space leased by such Airline, except that the
ratcs for Concourses A and B include the Annual Debt Service incurred with respect to the
construction cost of such concourses, and the rate of the Terminal Building Cost Centers and all
concourses other than Concourses A and B shall include the Annual Dcbt Service incurred with
respect to the construction costs of the Capital Improvement Program.

Landing Fees. During the Initial Period, a Signatory Airline pays a specified landing fee,
Such fec reflects such Airline’s proportionate share {(based on frequency of use) of the estimated
cost of the Airfield Arca. After the Initial Period, a Signatory Airline pays Landing Fees
computed as follows: For each Landing Fee payment peried, total Landing Fees payable by such
Airline is determined by multiplying the Landing Fee coefficient (calculated as explained below)
for the then current Airport Fiscal Year times the Airline’s total landed weight at the Airport for
that period (i.c., the total Revenue Aircraft Arrivals for the period attributable to the Airline
times the Maximum Landing Weight for each such arnival). The Landing Fee coefficient for any
Airport Fiscal Year is calculated as follows, based on the estimated figures included in the
Airport Operating Budget for such Airport Fiscal Year: (i) Total aircraft arrivals for alt
Signatory Airlines stated as a percentage of total aircraft arnvals for all Users of the Airport (the
“frequency factor™); (it) Total gross landed weight {i.e., total aircraft arrivals times Maximum
Landing Weight for each such arrival) for all Signatory Airlines stated as a percentage of total
gross Janded weight for all Users of the Airport (the “weight factor™); (iti} The total costs and
expenses properly ailocable to the Airfield Area Cost Center under the Airport Operating Budget
is then multiplied by the expression [.35 x weight factor + .65 x frequency factor], to arrive at the
Signatory Airlines’ total share of such costs and expenses (the “allocable cost™): (iv) The
allocable cost is divided by the total landed weight for all Signatory Airlines, to arrive at the
Landing Fee coefficient.

Baggage Claim Area Charge. During the term of its Operating Agreement, a Signatory
Airline Pays a baggage claim area charge determined as follows: The total square footage of the
Baggage Claim Area is multiplied by the cost per square foot of Terminal Building space. The
portion of such cost allocated to and payable by such Airline is calculated as follows: Twenty
percent (20%) of the total costs allocable to the Baggage Claim Area is divided equally among
all Users of the Baggage Claim Area and the remaining eighty percent (80%) of such costs is
allocated to such Users in proportion to the number of enplaning passengers attributable to each
User as a percentage of the total number of enplaning passengers attributable 1o all Users, for the
preceding month.  Such charge ts based on the estimated number of enplaning passengers
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included in the Airport Operating Budget for the period, and is adjusted monthly as final figures
become available.

Apron Area Rentals. After the Initial Period, such Atrhine pays an Apron Area Rental
determined as follows: The total Operating Expenses properly allocable to the Apron Area Cost
Center for such period is divided by the linear feet of the Apron Area. The cost per linear foot so
calculated is then multipiied by the total linear feet of Apron Area space to be Icased by the
Airline during such period.

Payment of Rents, Fees and Charges

A Signatory Airling transmits to the State (1) on the first day of cach month that portion
of the Termina! Building Rentals and Apron Area Rentals equal to one-twelfth (1/12) of the
annual charge for the then current Airport Fiscal Year and (2} on the fifteenth day of each month
payment for the preceding month’s Landing Fees. A Signatory Airline pays its Baggage Claim
Arca Charge the first day of each month,

Reports

A Signatory Airline submits to the State on the 15 day of each month a report which
includes (1) the Revenue Alreraft Arrivals by type of aircraft and (ii) the number of enplaning
passengers, for such preceding month. In addition, within 120 days prior to the commencement
of cach Airport Fiscal Year, a Signatory Airline provides the State with an estimate of its total
landed weight for the next ensuing Airport Fiscal Year. This information is used by the State in
establishing a Signatory Airline’s Landing Fees and Baggage Claim Area Charge.

Adoption of Operating Budget

Within ninety days prior to the beginning of each Airport Fiscal Year beginning with the
Airport Fiscal Year commencing July 1, 1983, the State is to provide the Signatory Airlines with
a copy of its proposed Airport Operating Budget for such ensuing Airport Fiscal Year, which
proposcd Airport Operating Budget 1s to mcorporate (1) a schedule of rates, rents. fees and
charges for such Airport Fiscal Year. and (ii) estimates made by the State of total arrivals, total
Revenue Aircraft Arrivals and total enplaning passengers for each Signatory Carrier and for all
Users, for such Airport Fiscal Year. Each Signatory Airline is to review such proposed Airport
Operating Budget and provide its comments to the State within sixty days prior to the beginning
of the ensuing Airport Fiscal Year. Within forty-five days prior to the beginning of each such
Airport Fiscal Year, if the Signatory Airhines (or any of them) has an unresolved dispute with the
State regarding the Airport Operating Budget, then such Signatory Airline or Airlines is or are
entitled to meet with the Commissioner of Transportation of the State to discuss such
disagreement. If, after such a meeting. a Majority-in-Interest of the Signatory Airlines does not
approve the resulting proposed schedule of rates, rentals, fees and charges within thirty-five days
prior to the beginning of the Airport Fiscal Year. the State may do one of the following: (a) it
may adjust the rates, rentals, fees and charges te a point where a Majority-in-Interest of the
Signatory Airlines approves thereof, or {b) it may adopt said schedule of rates. rentals, fees and
charges and collect the same from the Signatory Airlines. Pending a final determination in any
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action or proceeding brought by or on behalf of any or all of the Signatory Airlines challenging
such rates, rentals, fees or charges, each Signatory Airline will make payment at the rates
established by the State and the State agrees to cause the increment between the prior rates, rents,
fecs and charges and the invoiced rates, rents, fees and charges to be held in escrow in an
interest-bearing account pending the aforesaid final determination. The princtpal so deposited in
escrow will be paid to the State and/or the Signatory Airline or Airlines in accordance with the
terms of said final determination, and the eamings on said amount are to be paid to the State
and/or the Signatory Airline or Airlines on a pro rata basis in accordance with the division of the
escrowed principal.

Operating Expenses in Excess of Amounts Budgeted

A Signatory Airline is to pay its properly allocable share of any items, other than Capital
Improvements, which were not included in the then current Airport Operating Budget, without
such items having been approved by a Majority-in-Interest if such expenditure is to pay for an
emergency repair which, if not made, would have the effect of closing the Airport to scheduled
airlines’ flight operations within forty-eight hours; or will not exceed certain specified dollar
limits with respect to each of the Terminal Building, Airfield and Apron Areas; or are
extraordinary snow and ice removal expenses.

Annual Carry Forward of Expense Surpluses and Deficits

If in any Airport Fiscal Year the State fails through the imposition of its rates, rents, fees
and charges to recover the full amount of the costs properly allocable to each Airline during such
Airport Fiscal Year on account of its use of the facilities of the Airport, then the State is entitled
to carry forward the amount of this deficit as an additional item of allocable cost in computing
the schedule of rates, rents, fees and charges for the Airport Fiscal Year next following the
Airport Fiscal Year during which the final Airport Audit is received which reflects such deficit.
Conversely, if in any Airport Fiscal Year the State recovers through the imposition of its rates,
rents, fees and charges revenues exceeding the full amount of the costs properly allocable to a
Signatory Airline during such Airport Fiscal Year on account of its use of the facilities of the
Airport, then the State is required to carry forward the amount of this surplus as an offset to
allocable costs in computing the schedule of rates, rents, fees and charges for the Airport Fiscal
Year next following the Airport Fiscal Year during which the final Airport Audit is received
which reflects such surplus.

Capital Improvements

Limitation on total costs of Capital Improvement Program. 1f, upon the receipt of final
bids with respect to the Capital Improvement Program (or any portion thereof), the lowest
responsible bid or bids for such Construction Costs exceeds the estimate as set forth in the
Operating Agreement, then the State will negotiate with the Signatory Airlines (or any of them)
during the two-week period following receipt of such bid or bids and will use its best efforts to
modify the Capital Improvement Program or reduce the Construction Costs represented by such
lowest bid or bids until such costs are within the estimates set forth in the Use Agreement. Prior
to agreeing to any change order with respect to the acquisition or construction of the Capital
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Improvement Program which would cause the Construction Costs attributable to the portion of
the Capital Improvement Program to which such change order applies to exceed the estimate set
forth in the Operating Agreement, the State is to negotiate with the Signatory Atrlines (or any of
them) during a period of five business days immediately following the receipt by the Signatory
Airlines of notice of the proposed change order with respect to the necessity for such change
order, and to use its best efforts to modify the Capital Improvement Program or reduce the
Construction Costs represented by such change order until such Construction Costs are within
the estimates set forth in the Operating Agreement.

Recovery of Capital Improvement Costs Under Rates, Rentals, Uses and Charges. The
State may take into account all properly allocable costs and expenses incurred in effecting the
Capital Improvement Program at the Airport in determining the schedule of rates, rents, fees and
charges applicable to each Signatory Airline. However, with respect to all other Capital
Improvements, no such cost or expense may be charged to an Airline unless, within fifty days of
being formally notified of a proposed Capital Improvement (either by distribution of a proposed
Capital Improvement Budget or otherwise), a Majority-in-Interest of the Signatory Airlines
approves such Capital Improvement. This imttation, however, does not apply to (1) Capital
Improvements required by law, (2) Capital Improvements involving the repair of casualty
damage to Airport property the cost of which exceeds the proceeds of applicable insurance,
provided that the reconstruction or replacement of such damaged property is required in order to
fulfill a contractual obligation of the State, or, if determined to be economically feasible, to
maintain a source of revenue to the State, (3) Capital Improvements involving a special facility
which a Signatory Airline or a third party has agreed in writing to lease from the State and with
respect to which such Signatory Airline or third party will pay rentals to the State sufficient to
permit such special facility to be administered, operated, maintained and repaired without
affecting the Operating Expenses allocable to the Signatory Airlines, and (4) certain other
Capital Improvements provided their costs remain within certain specified dollar limits.

Revenues to Remain at Airport

The State has agreed that during the term of the Operating Agreements the Airport
Revenues will not be applied except for Airport purposes, including without limitation, the
administration, operation, maintenance and repair of the Airport, the retirement and redemption
of the Bonds and the financing of Capital Improvements authorized pursuant to the Operating
Agreements.

Default

Upon failure of a Signatory Airline to pay its rates, rents, fees or charges or to keep any
of its covenants and agreements, and its failure to cure such default within thirty days after it
recetves notice of its default, the State may terminate its Operating Agreement, enter and take
possession of such Airline’s property located on the demised premises, and dispose of such
property by sale.
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State’s Right to Terminate

The State may declare an Operating Agreement terminated in its entirety upon or after the
happening of any one or more of the following events: (1) The filing by the Signatory Airline of
a voluntary petition in bankruptcy or any assignment for the benefit of creditors of all or any part
of such Airline's assets; (2) The adjudication of such Airline as a bankrupt pursuant to any
involuntary bankruptcy proceedings; (3) The taking of jurisdiction by a court of competent
jurisdiction of such Airline or its assets pursuant to proceedings brought under the provisions of
any Federal reorganization act; (4) The appointment of a receiver or trustee of such Airline’s
assets by a court of competent jurisdiction or a voluntary agreement with such Airline’s
creditors; or (5) The voluntary abandonment by such Airline of the conduct of its air
transportation business at the Airport.

Signatory Airline’s Right to Terminate

A Signatory Airline may declare its Operating Agreement terminated in its entirety upon
or after the happening of any one of the following events: (1) The issuance by any court of
competent jurisdiction of an injunction in any way preventing or restraining the use of said
Airport or of any part thereof for airport purposes and the remaining in force of such injunction
for a period of at least sixty (60) days; (2) The breach by the State of any of the covenants or
agreements contained in the Operating Agreement and the failure of the State to remedy such
breach within sixty (60) days; (3) The inability of such Airline to use its demised premises and
the Airport facilities for a longer period than ninety (90) days due to war, earthquake or acts of
God: (4) The erection of any obstacle on or in the vicinity of the Airport which would occasion a
modification of such Airline’s air carrier operating certificate or similar authorizations
establishing minimum safety standards for the operations of such Airline; (5) Any action of any
governmental authority, board, agency or officer having jurisdiction thereof preventing such
Airline from conducting its air transport business at the Airport by the taking, directly or
indirectly, in whole or a substantial part, of the demised premises or premises required for actual
operation of such Airline’s aircraft to and from the Airport; (6) The taking through the process of
eminent domain of all or a substantial part of the premises and space leased by the Airline: (7)
Any action or inaction of any governmental authority, board, agency or officer having
jurisdiction thereof preventing such Airline from conducting its air transport business at the
Airport; provided, however, that such Airline is not deemed to have been prevented from
conducting its air transport business at the Airport by reason of commercial impracticability
resulting from any such governmental action or imaction.

Annual Audit

The State is to have an Airport Audit conducted annualily at its own expense and to make
such audit available to a Signatory Airline for execution.

Assignment and Subletting

A Signatory Airline may not assign the Operating Agreement or any part thereof or sublet
the premiscs or any part thereof leased under such Operating Agreement, without the prior
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written approval of the State, except to a successor upon merger, consolidation or reorganization
or voluntary sale or transfer of substantially all of its assets,

Insurance

A Signatory Airline agrees to secure and maintain for the duration of its Operating
Agreement, the following insurance policies naming the State as an additional insured:
$50,000,000 single limat for all damages arising out of bodily injuries or death of one or more
persons in any one accident or occurrence and $50,000,000 single limit for all damages arising
out of injury to or destruction or property in any one accident or occurrence.

Other Provisions

The Operating Agreements include other provisions including without limitation,
agreements regarding the operation and maintenance of the Airport, damage or destruction of
buildings, indemnification, and compliance with federal and State statutes, regulations and
orders.



APPENDIX D
Summaries of Principal Financing Documents

D-1 Bradley International Airport 2001 Indenture
SUMMARY OF CERTAIN PROVISIONS OF THE 2001 INDENTURE

The following statements are summaries of certain provisions of the Trust [ndentuire
dated as of March I, 2001, as supplemented (as wused in this Appendix D-1, the 200/
{ndenture ™), in connection with the issuance of the Bonds (as used in this Appendix D-1, the
“Series 2001 Bonds ). All such summary statements do not purport to be complete und are
subject to and gqualified in their entirety by reference to the 2001 Indenture.

Definitions of Certain Terms
The following are definitions of certain terms used in the 2001 Indenture:

“Accounts” means any of the accounts created by or referred to in the 200( Indenture,
including any sub-accounts therein.

"Accreted Value” mceans, with respect to each Compound Interest Bond, the principal
amount of such Compound Interest Bend, plus, on the date of calculation, the interest accrued
thereon to such date compounded at the interest rate thercof on each compounding date
contained in such Compound Interest Bond, and, with respect to any calculation on a datc other
than a compounding date, the Accreted Value means the Accreted Value as of the preceding
compounding date plus interest on such amount from such compounding date to the date of
calculation at a rate cqual to the interest rate on such Compound Interest Bond.

“Act” means C.G.S. Chapter 266a, as amended, as the same may be amended from time
to time.

“Addirional Bonds " means Bonds, other than the Series 2001 Bonds, issued after the date
of the Serics 2001 Bonds pursuant to the 2001 Indenture. The term “Additional Bonds™ includes
Senior Lien Bonds, Subordinate Lien Bonds and Hybrid Bonds.

“Additional Interest” means, for any period during which any Pledged Bonds arc owned
by a Credit Issuer pursuant to a Credit Facility or Credit Facility Agreement, the amount of
interest accrued on such Pledged Bonds at the Pledged Bond Rate less the amount of interest
which would have accrued during such period on an equal principal amount of Bonds at the
Bond Rate.

“dirlines” means all of the air transportation companies now or hereafter entering into
Operating Agreements.

“Airport” means Bradley International Airport and all related improvements and
facilitics now in existence and as hereafter acquired, added. cxtended, improved and equipped
and will include (i) any property or facilities purchased with funds of, or revenues derived from.
Bradlev International Airport, and (ii) any other property or facilities allocated by the State or



otherwise to Bradley International Airport; less any portion thercof seld or otherwise disposed of
pursuant to the 2001 Indenture.

“dirport Consultant”™ means a tirm of consultants experienced in the planning,
management or financial feasibility of airports or airport-related projects and having a nationally
recognized reputation for such work, which has been retained by the State or whose selection has
been approved by the State.

“Annual Operating Budger” means the annual operating budget of the State relating to
the Operating Expenses of the Airport, adopted or in effect for a particular Fiscal Year.

“Authorized Officer ™ or “Authorized Officers” means any person or persons specifically
authorized to take on behalf of the State the action intended, and if there is no such specific
authorization, will mean the Treasurer or the Commissioner; provided that, unless the Trustee is
otherwise advised by an Authorized Officer, the Bureau Chief of the Bureau of Aviation and
Ports of the Department of Transportation, or his designated delegate, will be authorized to
execute and deliver requisitions for disbursements from the accounts of the Construction Fund in
accordance with the 2001 Indenture and the applicable provisions of a Supplemental Indenture.

“Balloon Bonds™ means any series of Bonds 25% or more of the original principal
amount of which {1} is duc in any 12-month period or (i1) may, at the option of the Bondholders,
be required to be redeemed, prepaid. purchased directly or indirectly by the State, or otherwise
paid in any 12-month period: provided that, in calcuiating the principal amount of such Bonds
due or required to be redeemed, prepaid, purchased, or otherwise paid 1 any 12-month period,
such principal amount will be reduced to the extent that all or any portion of such amount is
required to be redeemed or amortized prior to such 12-month period.

“Balloon Dufe’” means any Principal Maturity Date or Put Date for Balloon Bonds in a
Balloon Year.

“Balloon Year™ means any 12-month period in which more than 25% of the original
principal amount of related Balloon Bonds mature or are subject to mandatory redemption or
could. at the option of the Bondholders, be required to be redeemed, prepaid, purchased directly
or indirectly by the State. or otherwise paid.

“Beneficiaries  means the holders of any Bonds and the parties to Contracts (other than
the State).

"Bond Counsel” means any firm of nationally recognized counsel experienced in matters
relating 1o tax-exempt financing retained by the State.

Bond fnsurance Policy " means the municipal bond new issue insurance policy issued by

the Bond [nsurer that guarantees payment of principal of and interest on the Series 2001 Bonds.
The Bond [nsurance Policy shall be a ~“Credit Facility” for purposes of the 2001 Indenture.
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“Bond Insurer” means Financial Guaranty Insurance Company, a New York stock
insurance company, ot any successor thereto, as issuer of the Bond Insurance Policy. The Bond
Insurer shall be a “Credit Issuer” for purposes of the 2001 Indenture.

“Bond Rate” means the rate of interest per annum payable on specified Bonds other than
Pledged Bonds.

“Bond Register” or “Register” means the registration books maintained and to be
maintained by the Bond Registrar for registration and transfer of Bonds pursuant to the 2001
Indenture,

“Bond Registrar’ means any bank or trust company designated as such by the State in
the 2001 Indenture with respect to any of the Bonds. Such Bond Registrar wiil perform the
duties required of the Bond Registrar in the 2001 Indenture.

“Bond Service Account' means the Bond Service Account within the Debt Service Fund
gstablished by the 2001 Indenture.

“Bonds” means any revenue bonds authonized by and authenticated and delivered
pursuant to the 2001 Indenture, including the Series 2001 Bonds and any Additional Bonds.

“Business Dav' means any day of the year, other than a Saturday or Sunday, or a day on
which banks located in the cities in which the principal offices of the Trustee and any Paying Agent
are located and in Hartford, Connecticut are legally authorized to be closed. and on which the
Trustee and the Paying Agent are open.

“Capitalized Interest Account” means the Capitalized Interest Account within the Debt
Service Fund established by the 2001 Indenture.

The term “category” or “category of Revenues ™ means an objectively definable portion
of Revenues related 10 a particular type of service, activity or facility. including the categories of
General Revenues, PFC Revenues, Released Revenues and Special Purpose Revenues and
subcategories within such categories. A “category of Revenues,” unless otherwise determined
bv the State, includes Investment Earnings or other moneys in funds or amounts derived from
such portion of Revenues,

"Code” means the Internal Revenue Code of 1986, as amended, and any applicable
regulations thereunder.

“Commissioner” means the Commissioner of the Department of Transportation, or his
authorized designee.

“Commitmment,” when used with respect to Balloon Bonds, means a binding written
commitment from a financial institution, surety, or insurance company to refinance such Bonds
on or prior to any Balloon Date thereof, including without limitation any Credit Facility for such
Bonds.



“Compound Interest Bonds ™ means Bonds that bear interest which ts calculated based on
periedic compounding. payable only at maturity or earlier redemption.

“Construction Fund ™ means the Construction Fund cstablished by the 2001 Indenture.

"Construction Period” means the period between the beginning of the acquisition,
construction and installation of the Project to be financed from the proceeds of any scries of Bonds,
and the date of completion thereof, as evidenced in accordance with the 2001 Indenture.

“Conrracts " means all Credit Facility Agreements, including any related Reimbursement
Obligations, all agreements with respect to Reserve Account Credit Facilities, including any
related Reimbursement Obligations. all Quahfied Hedge Agreements and any agreement made
pursuant to the 2001 [ndenture.

“Cost of Issuance Fund ™ means the Cost of Issuance Fund (including the Sertes 2001 A
Account and the Series 2001 B Account therein) cstablished by the 2001 Indenture.

“Costs.” with respect to any Project, means the total cost, paid or incurred, to study, plan,
design, finance, acquire, construct, reconstruct, install or otherwise implement the Project,
including improvements to another Project. and will include, but will not be limited to, the
following costs and expenses relating to such Project and the reymbursement to the State for any
such items previously paid by the State. all to the extent permitted by the Act:

(n the cost of all lands. real or personal properties, rights, casements and
franchises acquired:

(i1} the cost of all financing charges and interest prior to and during
construction and for up to six months after completion of construction (or such longer
period as may be permitted by State law):

(1ii)  the cost of the acquisition, construction, reconstruction. implementation,
installation or equipping ot the Project;

(iv)  the cost of engineering. architectural, planning, development and
supervisory services, fiscal agents® and legal expenses, plans and specifications, and other
cxpenses necessary or incident to determining the feasibility or practicability of the
Project. administrative cxpenses, and such other expenses as may be necessary or
incident to any financing with Bond proceeds:

(v) the cost of placing the Project in operation:

{(vi) the cost of condemnation of propenty nccessary for construction.
implementation and operation;

{(vi1)  the costs of issuig any Bonds to finance the Project; and
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{vill) any other costs which may be incidental to the Project prior to completion
and implementation.

“Credit Facility” means any letter of credit, insurance policy, guaranty, surety bond,
standby bond purchase agreement, line of credit, revolving credit agreement, or similar
abligation, arrangement, or instrument issued by a bank, insurance company, or other financial
institution that is used by the State to perform one or more of the following tasks: (i) enhancing
the State’s credit by assuring owners of any of the Bonds that principal of and interest on such
Bonds will be paid promptly when due; (ii) providing liquidity for the owners of Bonds through
undertaking to cause Bonds to be bought from the owners thereof when submitted pursuant to an
arrangement prescribed by a Supplemental Indenture; or (ii1} remarketing any Bonds so
submitted to the Credit Issuer (whether or not the same Credit Issuer is remarketing the Bonds).
The term “Credit Facility” will not include a Reserve Account Credit Facility.

“Credit Facility Agreement” means an agreement between the State and a Credit [ssuer
pursuant to which the Credit Issuer issues a Credit Facility and may include a related
Retmbursement Obligation.  The term “Credit Facility Agreement” will not include an
agrecment with respect to a Reserve Account Credit Facility.

“Credit Issuer” means any issuer of a Credit Facility then in effect for all or part of the
Bonds. The term “Credit Issuer” will not include any Reserve Account Credit Facility Provider.
Whenever in the 200! Indenture the consent of the Credii Issuer is required, such consent will
only be required from the Credit Issuer whose Credit Facility is issued with respect to the Bonds
for which the consent is required.

“Debt Service Fund ™ means the Debt Service Fund established by the 2001 Indenture.

“Debt Service Requirements ™ means the total principal and interest coming due, whether
at maturity or upon mandatory redemption, in any specified period, provided:

(1) [f any Bonds Qutstanding or proposed to be issued will bear interest at a
Variable Rate. including Hedged Bonds if the interest thereon calcutated as set forth
below 1s expected to vary and Bonds secured by a Credit Facility if the interest thereon
calculated as set forth below is expected to vary, the interest coming due in any specified
future period will be determined as if the Variable Rate in effect at all times during such
future period equaled, at the option of the State, either (1) the average of the actual
Variable Rates which wcre in effect (weighted according to the length of the period
during which each such Vanable Rate was in effect) for the most recent 12-month period
immediately preceding the date of calculation for which such information is available (or
shorter period if such information is not available for a 12-month period), or (2) the
current average annual fixed rate of interest on sccurities of similar quality having a
similar maturity date as certified by a Financial Advisor.
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(11) [f any Compound Interest Bonds are Qutstanding or proposed to be issued,
the total principal and interest coming due in any specitied period will be determined in
accordance with the Supplemental Indenture authorizing such Compound Interest Bonds.

(i)  With respect to any Bonds secured by a Credit Facility, the Debt Service
Reqguirements therefor will include (1) any commission or commitment fee obhigations
with respect to such Credit Facility, {2) the outstanding amount of any Reimbursement
Obligation and interest thereon, (3) any Additional Interest owed on Pledged Bonds, and
(4} any remarketing agent fees: provided if (a) the Credit Facility requires the Credit
Issuer to make all interest payments on the Boends, (b) the Reimbursement Obligation
provides for payments by the State or the Credit Issuer based on levels of, or changes or
differences in, mnterest rates, currency exchange rates, or stock or other indices, and {(¢)
the Credit Issuer, upon the execution of the Credit Facility Agreement, would quality as a
Qualificd Hedge Provider if the Credit Facility Agreement were to be construed as a
Hedge Agreement and the related Bonds as Hedged Bonds. then interest on such Bonds
will be calculated by adding (x) the amount of interest payable on such Bonds pursuant to
their terms and (y) the amount of payments for intercst to be made by the State under the
Credit Facility Agreement, and subtracting (2) the amounts payable by the Credit Issuer
10 the State or as interest on such Bonds as specified in the Credit Facility Agreement: but
only to the extent the Credit Issuer is not in default under the Credit Facility and if such
default has occurred and is continuing. interest on such Bonds will be calculated as if
there were no Credit Facility.

{iv)  With respect to any Hedged Bonds, the interest on such Hedged Bonds
during any lledge Period and for so long as the provider of the related Hedge Agreement
has not defaulted on its payment obligations thereunder will be calculated by adding (x)
the amount of interest payable by the State on such Hedged Bonds pursuant to their terms
and (y) the amount of Hedge Payments payable by the State under the related Hedge
Agreement and subtracting (z) the amount of Hedge Receipts payable by the provider of
the related Hedge Agreement at the rate specified in the related Hedge Agreement;
provided. however, that to the extent that the provider of any Hedge Agreement is in
default thercunder, the amount of interest payable by the State on the related Hedged
Bonds will be the interest calculated as if such Hedge Agreement had not been exccuted.
in determining the amount of Hedge Payments or Hedge Receipts that are not fixed
throughout the Hedge Period (ie.. which are variable), payable or receivable for any
future period, such Hedge Payments or Hedge Receipts for any period of calculation (the
“Dretermination Period™) will be computed by assuming that the variables comprising the
calcutation (e.g., indices) applicable to the Determination Period are equal to the average
of the actual variables which were in effect (weighted according to the length of the
period during which each such vanable was in effect) for the most recent 12-month
period immediately preceding the date of calculation for which such information is
available {or shorter period 1t such informatien 1s not avaitable for a [2-month peried).

{(v) For the purpose of calculating the Debt Service Requirements on Balloon

Bonds (1) which are subject to a Commitment or (2) which do not have a Balloon Year
commencing within 12 months from the date of calculation, such bonds will be assumed
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to be amortized in substantially equal annual amounts to be paid for principal and interest
over an assumed amortization period of 20 years at an assumed interest rate (which will
be the interest rate certified by a Financial Advisor to be the interest rate at which the
State could reasonably expect to borrow the same amount by issuing Bonds with the
same priority of len as such Balloon Bonds and with a 20-year term); provided, however,
that if the maturity of such Bonds (taking into account the term of any Commitment) is in
excess of 20 years from the date of issuance, then such Bonds will be assumed to be
amortized in substantially equal annual amounts to be paid for principal and interest over
an assumed amortization period of years equal to the number of years from the date of
issuance of such Bonds to maturity (including the Commitment) and at the interest rate
applicable to such Bonds. For the purpose of calculating the Debt Service Requirements
on Balloon Bonds (a) which are not subject to a Commitment and (b) which have a
Balloon Year commencing within 12 months from the date of calculation, the principal
payable on such Bonds during the Balloon Year will be calculated as if paid on the
Balloon Date.

(vi)  The principal of and interest on Bonds, amounts for interest under a Credit
Facility and Hedge Payments will be excluded from the determination of the Debt
Service Requirements to the extent that the same were or are expected to be paid with
amounts on deposit on the date of calculation (or Bond proceeds to be deposited on the
date of issuance of proposed Bonds) in a fund under the 2001 Indenture; provided that,
such amounts on deposit will not be taken into account and such exclusion will not apply
during any Forecast Period established for purposes of meeting the requirements to issue
Additional Senior Lien Bonds under the 2001 Indenture.

"Debt Service Reserve Account” means the Debt Service Reserve Account (including the
Series 2001 A Subaccount and the Senies 2001B Subaccount therein) within the Debt Service
Fund established by the 2001 Indenture.

“Debt Service Reserve Requirement” means, with respect to any series of Bonds for
which a subaccount in the Debt Service Reserve Account has been established, such amount as is
designated in the Supplemental Indenture for that series of Bonds as the required balance for that
subaccount. The Debt Service Reserve Requirement for the Series 2001 A Bonds will be an
amount equal to the Maximum Annual Debt Service Requirement on the Series 2001 A Bonds.
The Debt Service Reserve Requirement for the Series 2001 B Bonds will be an amount equal to
10% of the par amount of the Series 20{1B Bonds.

“Department of Transportation” means the Department of Transportation of the State.

“Depository” means the depository of each fund established under the 2001 Indenture,
and any successor depository of such fund hereafter designated by the State from time to time by
Supplemental Indenture.

“PDTC" means The Depository Trust Company (a limited purpose trust company), New

York. New York, until any successor depository will have become such pursuant to the applicable
provisions of the 2001 Indenture and, thereafter, “DTC™ will mean the successor depository. Any



such depository will be a securities depository that 1s a clearing agency under federal law operating
and maintaining, with its participants or otherwise, a book entry system to record ownership of
beneficial interests in Bonds, and to effect transfers of beneficial interests in the Bonds, in a book
entry form.

“Escrow Deposir Agreement ' means the Escrow Deposit Agreement, dated as of March 1,
2001, between the State and the trustee for the Series 1992 Bonds relating to the refunding,
defeasance and redemption of the Refunded Series 1992 Bonds.

“Event of Default " means any of the events defined as such in the 2001 Indenture.

“Favorable Opinion of Bond Counsel” means, with respect to any action the occurrence
of which requires such an opinion, an Opinton of Counsel, which will be a Bond Counsel, to the
effect that such action is permitted under the Act and the 2001 Indenture and will not impair the
exclusion of interest on the Bonds from gross income for purposes of federal income taxation or
the exemption of interest on the Bends from taxation under the laws of the State (to the extent
those Bonds were issued on the basis that the interest thereon was excluded from gross income
for purposes of federal income taxation and/or exempt from State taxation and subject to the
inclusion of any exceptions contained in the opinion delivered upon crigmnal issuance of the
Bonds).

“Financial Advisor” means an investment banking or financial advisory fimm,
commercial bank, or any other Person who or which 1s retained by the State for the purpose of
passing on questions relating to the availability and terms of specified types of Bonds and is
actively engaged in and, in the good faith opinion of the State, has a favorable reputation for skill
and experience in underwriting or providing financial advisory services in respect of similar
types of securities.

“First Supplemental Indenture” means the First Supplemental Trust Indenture, dated as
of March 1, 2001. between the State and the Trustee, supplementing the 200{ Indenture,
authorizing the Series 2001 Bonds.

“Fiscal Year” means the Fiscal Year of the Airport, currently beginning on July | and
ending June 30 in each year, as designated by the Department of Transportation or the State
pursuant to the Act.

“Fitch " means Fitch, Inc., or, if such entity is dissolved or liquidated or otherwise ceases
to perform securities rating services, such other nationally recognized securities rating agency as
may be designated in writing by the State.

“Forecast Period"” means the first complete Fiscal Year beginning after the later of (i)
the Fiscal Year in which any proposed Additional Bonds are to be issued or (i1) the Fiscal Year
in which any Project to be financed with the proceeds of any proposed Additional Bonds is
expected to be completed.



“Funds " means any of the funds created by or referred to in the 2001 Indenture, including
any accounts and sub-accounts therein,

“General Airport Fund” means the General Airport Fund (including the Deposit Account
therein) established by the 2001 Indenture.

“General Revenue Account” means the General Revenue Account within the Revenue
Fund established by the 2001 Indenture.

“Greneral Revenue Bonds™ means Bonds secured by a Senior Lien on General Revenues.
including the Series 2001 Bonds. General Revenue Bonds will be subordinate in right of
payment to the Series 1992 Bonds.

“General Revenue Enhancement Account’ means the General Revenue Fnhancement
Account within the Revenue Fund established by the 2001 Indenture.

“General Revenue Facilities” means the Airport. including PFC Facilities, but not
including Special Purpose Facilities and Released Revenue Facilities.

“(GGeneral Revenues' means all Revenues other than PFC Revenues, Special Purpose
Revenues and Released Revenues.

“Government Loans” means loans to the State by the government of the United States or
by any department, authority, or agency thereof for the purpose of acquiring, constructing,
reconstructing, improving, bettering, or extending any part of the Aurport.

“Government Obligations” means (a) direct and peneral obligations of. or obligations
unconditionally guaranteed by. thc United States of America. (b) obligations of a Person
controlled or supervised by and acting as an agency or instrumentality of the United States of
America, the payment of which is unconditionally guaranteed as a full faith and credit obligation
of the United States of America for the timely payment thereof, {¢) municipal obligations the
payment of principal (either to the maturity thereof or an earlier stated redemption date),
redemption price, if any and interest on which is irrevocably secured by obligations described in
clauses {(a) or (b) above which have been deposited in an escrow arrangement which is
irrevocably pledged to the credit of such municipal obligations and which municipal obligations
are rated at the time of acquisttion or purchase in the highest rating category by Moody's and
S&P, or (d) securities or receipts evidencing ownership interests in obligations or specificd
portions (such as principal or interest) of obligations described m clauses (a), (b} or {¢) above the
full and timely paymen. of which secunities receipts or portions of oblipations is unconditionally
guaranteed as a full faith and credit obligation of the United States. In the event that, at any time.
there are no obligations then existing which qualify as “Government Obligations.” then the State
may specify alternative obligations to be used in lieu of “Government Obligations™ for purposcs
of the 2001 Indenture, provided that (1) each Credn Issuer with a Credit Factlity then in effect
with respect to any Bonds affccted thereby consents to such substitution and (1) each Rating
Agency with a Rating then in effect with respect to any Bonds affected thereby indicates in
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writing to the State that such substitution will not, by itself, result in a reduction or withdrawal of
such Rating.

“Hedge Agreement ' means, without [imitation, (1) any contract known as or referred to
or which performs the function of an interest rate swap agreement, curréncy swap agrecment,
forward payment conversion agrecement, or futures contract: (1) any contract providing for
payments based on levels of, or changes or differences in. interest rates, currency exchange rates,
or stock or other indices: (i) any contract to exchange cash flows or payments or series of
paviments; (1v) any type of contract called. or designed to perform the function of, interest rate
floors, collars, or caps, options, puts or calls, to hedge or mintmize any type of financial risk,
including, without limitation, payment. currency, rate or other financial rnisk; and (v) any other
type of contract or arrangement that the State determines 1s to be used. or is intended to be used,
to manage or reduce the cost of any Bonds, to convert any element of any Bonds from one form
to another, to maximize or increase investment rerurn, to minimize investment return risk or to
protect against any type of tinancial nsk or uncertainty.

“Hedged Bonds " means any Bonds for which the State will have entered into a Qualified
Hedge Agreement.

“Hedge Payvments” means amounts payable by the State pursuant to any Hedge
Agreement, other than termination payments. tees, expenses and indemnity payments.

“Hedge Period” means the period during which a Hedge Agreement 1s in effect.

“fledge Receipts” means amounts payable by any provider of a tledge Agreement
pursuant to such Hedge Agreement. other than termuination payments. fees, expenses and
indemnity payments.

“Holder” or "Holder of « Bond ™ or "Bondholder " means the Person in whose name a
Bond is registered on the Register.

"Hybrid Bonds " means Bonds which are not Subordinate Lien Bonds and either (i) have
no Senior Lien on any Revenues, (1) have no lien on any Revenues or (iii) have a Senior Lien on
some Revenues in addition to a Subordinate Lien on some Revenues.

“Improvement Fund” means the Improvement Fund (including the Deposit Account
therein) established by the 2001 [ndenture.

“Independent Certificd Public Acconntunt” means a firm of certified public accountants
which are “independent™ as that (crm is defined in Rule 101 and related interpretations of the
Code of Professional Ethics of the Amecrican Institute of Certified Public Accounts. of
recognized standing, and which does not devote its full time to the State (but which may be
regularly retained by the State).

“Interest Payment Dare” means each date on which mnterest is to become due on any
Bonds, as established in the Supplemental Indenture for such Bonds.
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“Investment Earnings” means all interest rcceived on and profits derived from
investments made with Revenues or any other moneys in the funds and accounts established
under the 2001 Indenture.

“Maximum Annual Debt Service Requirement” for a series of Bonds means the largest
Debt Service Requirements for such series during any Fiscal Year after the date of calculation.

“Moody's” means Moody’s Investors Service, Inc. or, if such corporation is dissoived or
liquidated or otherwise ceases to perform securities rating services. such other nationally
recognized securities rating agency as may be designated in writing by the State.

“Net Revenues” means, for each category of Revenues, Revenues net of related
Operating Expenses; provided that “Net General Revenues” means General Revenues net of all
Operating Expenses of the Airport {other than Operating Expenses with respect to Special
Purpose Facilities and Released Revenue Facilities) and includes all amounts in the General
Revenue Enhancement Account.

“Operating Agreements” means, collectively, all agreements as in effect from time to
time between the State or the Airport and any tenants or users of the Airport for the use of
Airport facilities, including, but not limited to, airlines, rental car companies and providers of
retail or other commercial services.

“Operating Expenses” means all expenses rcasonably incurred in connection with the
administration, operation, maintenance and repair of the Airport, including without limitation
salaries, wages, the cost of materials, services and supplies, rentals of leased property. if any,
management fees, utility costs, taxes and payments in lieu of taxes, the cost of audits. Paying
Agent’s and Bond Registrar’s fees, payment of premiums for msurance required by the 2001
Indenture and other insurance which the State deems prudent to carry on the Airport and its
operations and personnel, and, generally, all expenses which are properly allocable to the
operation and promotion of the Airport. “Operating Expenses™ does not include any payments on
Bonds, Contracts (including continuing commissions or commitment fees, remarketing agent
fecs. Additional Interest or amounts equivalent to principal on related Bonds) or Other Airport
Obligations, any capital expenditures or related depreciation or amortization thereon or any
deposits required to be made to the funds and accounts established under the 2001 Indenture.
“QOperating Expenses™ are to be calculated on an accrual basis. To the extent Opcrating
Expenses are allocable to particular related facilities. a lien on the portion of Revenues related
thereto will pot provide a claim on such Revenues ahead of the usc thereof for payment of such
allocable Operating Expenscs.

"Opinion of Counsel” means a written legal opinion from an attorney or a firm of
attorneys experienced in the matters to be covered in the opinion.

“Other Airport Obligations " means obligations of any kind, including but not limited to.

Government Loans, revenue bonds, capital leases, Hedge Agreements which are not Qualified
Iledge Agreements, installment purchase agreements or notes (but excluding Bonds and

D-1-11



Contracts), incurred or issucd by the State to finance or refinance the cost of acquiring,
constructing, reconstructing, improving, bettering or extending any part of the Airport or any
other cost relating to the Airport, which do not have a lien on any category of Revenues, except
pursuant to the 2001 Indenture.

“Outstanding " mcans, when used in reference to the Bonds, all Bonds that have been
duly authenticated and delivered under the 2001 Indenture, with the exception of (a) Bonds in
lieu of which other Bonds have been issued to replace lost, mutilated, stolen or destroyed
obligations, (b) Bonds surrendered by the owners in exchange for other Bonds under the 2001
Indenture, and (¢) Bonds for the payment of which provision has been made in accordance with
the 2001 Indenturc. In determining the principal amount of Compound Interest Bonds
QOutstanding under the 2001 Indenturc, the Accreted Value of such Compound Interest Bonds at
the time of determination will be used.

The term “parity” or "parity secured” when applied to two or more series of Bonds
means each such series of Bonds has a lien of equal rank on the same category of Revenues;
provided the existence of an additional lien on a different category of Revenues securing one or
more series of such Bonds does not prevent such one or more series from being “parity secured”
with the other Bonds with respect to the category of Revenues on which they have liens of equal
rank.

“Parking Lease” means the Construction, Financing and Operating Special Facility
Lease Agreement, dated as of March 1, 2000, between the State and APCOA Bradley Parking
Company, LLC, as the same may be amended from time to time, relating to the parking facilities
at the Airport.

“Paving Agent” means any bank or trust company authorized by the State pursuant to the
2001 Indenture to pay the principal of, premium, if any, or interest on any Bonds on behalf of the
Statc. Such Paying Agent will perform the duties required of the Paying Agent in the 2001
Indenture.

“Payments Account”™ means the Payments Account within the Debt Service Fund
estabhished by the 200! Indenture.

“Permirted Investments " means to the extent permitted by law:

(a) such obligations, securities and Investments as are set forth in
Section 3-20(f) of the Connecticut General Statutes, as the same may be amended
from time to time, or any subsequent statutory provision applicable to the State or
the Airport;

{b) participation certificates in the short-term investment fund created

and existing under Section 3-27a of the Connecticut General Statutes, as amended
by Section 14 of the Public Act No. 84-254, or any successor provision; and
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(c) participation certificates in the Tax-Exempt Proceeds Fund created
and existing under Scction 3-24a et seq. of the Connecticut General Statutes, as the
same may be amended from time to time.

“Person” or “person’” means any mndividual, corporation, partnership, limited liability
company, joint venture, association, joint stock company, trusi, unincorporated organization,
body. authority, government or agency or political subdivision thereof.

“PFC Act” means the Aviation Safety and Capacity Expansion Act of 1990, Pub. L.. 101-
508, Title I1X, Subtitle B, §§ 9110 and 9111, as amended from time to time.

“PFC Component” means that portion of the Debt Scrvice Requirements on the Series
2001 A Bonds allocated to the PFC Facilities and expected to be paid from PFC Revenues.

"PFC Coverage Account” means the PFC Coverage Account within the PFC Revenue
Fund established by the 2001 Indenture.

"PFC Escrow Account” means the PFC Escrow Account within the PFC Revenue Fund
established by the 200] Indenture.

“PFC Facilities” means facilities for the construction and implementation of which the
Airport has received approval to expend PFC Revenues under the PFC Act, including facilities
financed with PFC Revenue Bonds.

“P+C Regulations ™ means Part 158 of the Federal Aviation Regulations (14 CFR Part
138), as amended from time to time, and any other regulation issued with respect to the PFC Act.

“PFC Revenue Bonds ™ means Bonds secured by a Senior Lien on PFC Revenues.
“PFC Revenue Fund’ means the PFC Revenue Fund cstablished by the 2001 Indenture.

"PFC Revenues” means all income and revenuc received by or required to be remitted to
the State or the Airport from the passenger facility charges imposed by the State at the Airpon
pursuant to the PFC Act and the PFC Regulations, including any interest earned after such
charges have been remitted to the State or the Airport as provided in the PFC Regulations, all of
which may be pledged pursuant to the PFC Act and PFC Regulations §158,13.

“Pledged Bond” means any Bond purchased and held by a Credit Issuer pursuant to a
Credit Facility Agreement. A Bond will be deemed a Pledged Bond only for the actual period
during which such Bond is owned by a Credit Issuer pursuant to a Credit Facility Agreement.

“Pledged Bond Rate” means the rate of interest payable on Pledged Bonds, as may be
provided in a Credit Facility or Credit Facility Agrcement.

“Pledged Revenues” means all Revenues and all moneys paid or required to be paid into,
and all moncys and securities on deposit from time to time in, the following funds and accounts:
(i) the Revenue Fund, including the General Revenue Account and the General Revenue
Enhancement Account, but excluding the Released Revenue Account and amounts in the
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Revenue Fund required to be used to pay Operating Expenses, (ii) the PFC Revenue Fund,
including the PFC Coverage Account. but excluding the PFC Escrow Account, (i) the Debt
Service Fund, including the Bond Service Account. the Payments Account, the Capitalized
Interest Account and the Debt Service Reseirve Account, {i1v) the Construction Fund, including
the Series 2001 Project Account. and (v) the Cost of Issuance Fund, including the Series 2001 A
Account and the Series 2001B Account. In addition to the exclusions identified in the preceding
sentence, “Pledged Revenues™ does pot include (1) moneys and securities from time to time on
deposit in the General Airport Fund, including the Deposit Account therein, (1) moneys and
securities from time to time on deposit in the Improvement Fund, including the Deposit Account
therein, and (ii1) any amounts required in the 2001 Indenture to be set aside pending, or used for,
rebate to the United States government pursuant to Section 148(f) of the Code, including, but not
limited to, amounts in the Rebate Account. In accordance with the PFC Act and the PFC
Regulations, the use of PFC Revenues is limited to the allowable costs of PFC Facilities,

The term “principal” means the principal amount of any Bond and includes the Accreted
Value of any Compound Interest Bonds. All references to principal will be construed as if they
were also references to Accreted Value with respect to Compound Interest Bonds.

“Principal Maturitv Date” means cach date on which principal 1s to become due on any
Bonds, by maturity or mandatory sinking fund redemption, as established in the Supplemental
Indenture for such Bonds.

“"Prior Indenfure” means the Indenture of Trust, dated as of Qctober 1, 1982, as
supplemented by the First Supplemental Indenture, dated as of August 1, 1989, between the State
and State Street Bank and Trust Company, as successor trustee, relating to the Series 1992
Bonds.

“Project” means the acquisition, construction, reconstruction, improvement, betterment,
extension, implementation or equipping of the Airport and, as described in the 2001 [ndenture,
any specific capital facilities or group of reiated capital projects at the Airport, in each case,
financed, in whole or in part, with the proceeds of any Bonds.

“Put Date” means any date on which a Bondholder may elect to have Balloon Bonds
redeemed, prepaid, purchased directly or indirectly by the State, or otherwise paid.

“Qualified Hedge Agreement”™ means any Hedge Agreement with a Qualified Hedge
Provider.

“Quulified Hedge Provider” means an entity whose senior unsecured long term
obligations, financial program rating, counterparty rating, or claims paying ability, or whose
payment obligations under the related Hedge Agreement are abselutely and unconditionally
guaranteed by an cntity whose sentor unsecured long term obhgations, financial program rating,
counterparty rating, or claims paying ability, are rated either (i) at least as high as the third
highest Rating category of cach Rating Agency. but, 1f there 1s no Credit Facility with respect to
the rclated Hedged Bonds. in no event lower than any Rating on the related Hedged Bonds at the
time of execution of the Hedge Agreement. or (1) in any such lower Rating categories which
each Rating Agency indicates in writing to the State will not, by itself, result in a reduction or
withdrawal of its Rating on the related Hedged Bonds that is in effect prior to entering into the
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Hedge Agreement. An entity’s status as a “Qualificd Hedged Provider” 1s determined only at the
time the State enters into a Hedge Agreement with such entity and cannot be redetermined with
respect to that Hedge Agreement,

“Rating” means a rating in one of the categorics by a Rating Agency, disregarding
pluses, minuses and numerical gradations.

“Rating Agencies” or "Rating Agency’” means Fitch, Moody's, and Standard & Poor’s or
any successors thereto and any other nationally recognized credit rating agency then maintaining
a rating on any Bonds at the request of the State. If at any time a particular Rating Agency docs
not have a rating outstanding with respect to the relevant Bonds, then a reference to Rating
Agency or Rating Agencies will not include such Rating Agency.

“Rebate Account” means the Rebate Account established by the 2001 Indenture.

“Refunded Series 1992 Bonds" means that portion of the outstanding Series 1992 Bonds
to be refunded with the proceeds of the Series 2001 B Bonds, as specified in the Escrow Deposit
Agreement.

“Regular Record Dare” means, as 10 each serics of Bonds, each of the dates designated as a
Regular Record Date in the applicable Supplemental [ndenture.

"Reimbursement Obligation” means the obligation of the State to directly reimburse any
Credit Issuer for amounts paid under a Credit Facility or any Reserve Account Credit Facility
Provider for amounts paid under a Reserve Account Credit Facility, whether or not such
obligation to so reimburse is cvidenced by a promissary note or other similar instrument. The
term Reimbursement Obligation includes obligations pursuant to a Credit Facility Agreement
either to make payments for interest based on levels of, or changes or differences in, interest
rates, currency exchange rates, or stock or other mndices, in return for the Credit Issuer’s fixed
obligations under the Credit Facility or to make fixed payments for interest in return for the
Credit Issuer’s payments based on such vartables.

The term “related” means, when used to refer to Bonds, subaccounts, category of
Revenues or liens, the item modified by such term has a definite relationship te the subject as
described 1n the 2001 Indenture. The term “related” mcans. when used to refer to Operating
Expenses, (1} for Special Purpose Revenue Bonds or Special Purpose Revenues, Operating
Expenses with respect to Special Purpose Facilities, (11} for Reteased Revenue Bonds or Released
Revenues, Operating Expenses with respect to Released Revenue Facilities and (i11) for General
Revenue Bonds or General Revenucs, all Operating Expenses of the Airport less Operatung
Expenses with respect to Special Purpose Facilities and Released Revenue Facilities. There are
no Operating Expenses related to PFC Revenues or PFC Revenue Bonds.

“Released Revenue Account” means the Released Revenue Account within the Revenue
Fund established by the 200! Indenture.

“Released Revenwe Bonds™ means Bonds secured by a Senior Lien on one or more
categorics of Released Revenues. The Series 2000 Garage Bonds are Released Revenue Bonds.
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“Released Revenue Facilities” means the portion of the Airport with respect to which
Released Revenues arise or from which they are generated, other than PFC Facilities. The
parking facilities at the Atrport subject to the Parking Lease are Released Revenue Facilities.

“Released Revenues ™ means particular categories of Revenues which would otherwise be
General Revenues but have becen identified in accordance with the 2001 Indenture and therefore
do not constitute a part of General Revenues, until the State has acted to include such categories
of Revenues within General Revenues again. The gross revenues derived from the parking
facilities at the Airport subject to the Parking Lease initially are Released Revenues; provided
that, amounts payable to the State in accordance with the Parking Lease (including guaranteed
minimum payments and additional payments) are General Revenues of the Airport, subject to the
provisions of the Prior Indenture.

“Reserve Account Credit Facilitv” means any letter of credit, insurance policy, line of
credit, surety bond or similar obligation, arrangement or instrument issued by a bank, insurance
company or other financial institution, together with any substitute or replacement thercfor, if
any, and related Reimbursement Obligation, if any, complying with the provisions of the 2001
Indenture, thereby fulfilling all or a portion of a Debt Service Reserve Requirement,

“Reserve Account Credit Factliny Provider” means any provider of a Reserve Account
Credit Facility.

“Revenue Fund ™ means the Revenue Fund established by the 2001 Indenture.

“Revenues” means {1) all revenues. income, receipts and money derived from the
ownership and operation of the Airport, including without limitation all rentals, charges, landing
fees, use charges and concession revenue received by or on behalf of the State, Investment
Earnings and all other income received from, and gain from, securities and other investments and
amounts eamed on amounts deposited in funds and accounts under the 2001 Indenture or
otherwise maintained with respect to the Airport, (i1} all grants from governmental units or
public agencies for the benefit of the Airport which are not restricted by law or the payor to
application for a particular purpose which would prevent their use for the payment of certain
Bonds or Contracts, and (ii1) gifts or grants which are unrestricted as to use by the gramor or
donor; provided “Revenues™ includes PFC Revenues. The term “Revenues™ does not include
proceeds of insurance so fong as such proceeds are to be paid to a party separate from the State
in respect of a liability or are to be used to repair or replace portions of the Airport. “Revenues”
are to be calculaied on an accrual basis.

“Senior Lien” means a lien on one or more categories of Revenues that entitles the
Beneficianes of such lien to have a claim on such Revenues prior to any other Person and ahead
of the use of such Revenues for any purpose other than payment of Operating Expenses or the
payment of amounts with respect to the Series 1992 Bonds; provided one or more series of
Bonds, Contracts and related Beneficiarics may have parity Senior Liens on the same categories
of Revenues pursuant to the terms of the 2001 Indenture. Except as otherwise specifically set
forth hercin, the Series 1992 Bonds will be considered to have a lien on General Revenues which
is prior to the Senior Lien hereunder securing any Bonds, 1o the extent that such General
Revenues are “Gross Opcrating Revenues” for purposes of the Prior Indenture.
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“Senior Lien Bonds ™ means General Revenue Bonds, PFC Revenue Bonds and Released
Revenue Bonds but not Subordinate Lien Bonds, provided “Senior Lien Bonds™ also includes
Additional Senior Lien Bonds issued in compliance with the 2001 Indenture and obligations
secured by a Senior Lien pursuant to the 2001 Indenture. A Hybnd Bond may be a Senior Lien
Bond if it has a Senior Lien on a category of Revenues but then will only be a Senior Lien Bond
as to such category. Senior Lien Bonds inittally will be subordinate to the Series 1992 Bonds in
right of payment from General Revenues, to the extent that such General Revenues are “Gross
Operating Revenues” for purposes of the Prior Indenture.

The term "series” means all Bonds which (i) are issued on the same date, (i11) have the
same tax status (tax-exempt or taxable under the Code and subject or not subject to the
alternative minimum income tax), and {(11i) have the same lien status and priority with respect to
each category of Revenues on which any such Bonds have a lien: as well as all Bonds delivered
in lieu of or in substitution for such Bonds pursuant to provisions of the 2001 Indenture with
respect to exchange, transfer and replacement (for mutilation, loss, theft or destruction) of
Bonds.

“Series 1992 Bonds'™ means the State’s $94.065.000 Airport Revenuc Refunding Bonds
(Bradley International Airport, Series 1992} issued on September 30, 1992 and ocutstanding as of
the date of this Official Statement in the principal amount of $71,215,000.

“Series 2000 Garage Bonds™ means, collectively, the State’s $47,665.000 Bradley
Intcrnational Airport Special Obligation Parking Revenue Bonds, Scries 2000 A, dated as of
March 13, 2000, and the State’s $6,135,000 Bradley International Airport Special Obligation
Parking Revenue Bonds, Taxable Scries 2000 B, dated as of April 1, 2000.

“Series 2001 Bonds " means, collectively, the Series 2001 A Bonds and the Series 2001B
Bonds.

“Series 2001 Project” means the Projects listed in the First Supplemental indenture.

"“Series 2001 Project Account” means the account of the Construction Fund to be funded
with proceeds of Series 2001 Bonds and used to pay Costs of the Series 2001 Project.

“Series 20014 Bonds” means the State’s Bradley International Airport General Airport
Revenue Bonds, Senies 2001 A, in the original aggregate prnncipal amount of $194,000,000,
1ssued under the First Supplemental Indenture.

“Series 20018 Bonds™ means the State’s Bradley International Airport General Airport
Revenue Refunding Bonds, Series 2001B, in the onginal aggregate principal amount of
519,180,000, 1ssued under the First Supplemental Indenture.

“Special Purpose Facilities” means facilitics located at the Airport and owned by the
State for which Special Purpose Revenue Bonds are 1ssued and which (1) will not result, upon
completion, in a matenal reduction in Net General Revenues, (11} will not be of such a type or
design that the subsequent closing thereof (with the functions thereof not provided by a substitute
facility) will matenally impair the general operations of the Airport and (iii) the State has
designated, cither in the 2001 Indenture or by notice to the Trustee, as “Special Purpose
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Facilities”; provided such facilities, if operated by the State, cease to be Special Purpose
Facilities (and become General Revenue Facilities} when there are ne longer any Outstanding
Special Purpose Revenue Bonds related thereto. For purposes of this definition, a “material
reduction”™ in Net General Revenues will be deemed to occur if the Net General Revenues for the
first complete Fiscal Year following completion of such facihities will be either (1) more than
10% below Net General Revenues during the preceding Fiscal Year or (2) less than the amount
required by Indenture.

“Special Purpose Revenue Bonds” means Bonds secured by a Senior Lien on Special
Purpose Revenucs.

“Special Purpose Revenues” means Revenues arising from or generated by one or more
Special Purpose Facilities.

“Special Record Date” means, with respect to any Bond, the date established by the
Trustee in connection with the payment of overdue interest on that Bond pursuant to the 2001
[ndenture.

“Standard & Poor's” or "S&P " means Standard & Poor’s Ratings Services, a division
of The McGraw-Hill Companies, Inc., or, if such corporation is disselved or liquidated or
otherwise ceases to perform securities rating services, such other nationally recognized securities
rating agency as may be designated in writing by the State.

“Stute " means the State of Connecticut.

“Subordinate Lien” means a lien on one or more categorics of Revenues which is not a
Senior Lien.

“Subordinate Lien Bonds™ means Bonds which only have a Subordinate Lien and
obligations secured by a Subordinate Licn pursuant to the 2001 Indenture,

“Supplemental Indenture” means an indenture supplemental to the 2001 Indenture
(which indenture itself may be supplemented by one or more indentures) to be adopted prior to
and authorizing the issuance and dehvery of any series of Bonds, including the First
Supplemental Indenture. Such an indenture as supplemented will establish the date or dates of
the pertinent series of Bonds, the schedule of matunities of such Bonds, whether any such Bonds
will be Compound Interest Bonds, the name of the purchaser(s) of such series of Bonds, the
purchase price thereof, the rate or rates of interest to be borne thereby, whether fixed or vanable,
the interest payment dates for such Bonds. the terms and conditions, if any, under which such
Bonds may be made subject to redemption (mandatory or optional) prior to maturity, the form of
such Boends, the liens relating to such Bonds. the Contracts, if any, relating to such Bonds, and
such other details as the State may determine.

“Tax-Exempt Bonds ™ means any Bonds the interest on which has been determined, in an
opinion of Bond Counscl, 1o be excludable from the gross income of the owners thereof for
federal income tax purposes.
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“Term Bonds™ means Bonds which mature on one Principal Maturity Date yet a portion
of which are required to be redeemed, prior to maturity, under a schedule of mandatory
redemptions established by the 2001 Indenture.

“Treasurer” means the Treasurer of the State or, in the absence of the Treasurer. the
Deputy Treasurer, or the Treasurer’s designated delegate.

“Trustee” means State Street Bank and Trust Company, a bank and trust company
organized and existing under the laws of the Commonwealth of Massachusetts, duly authorized to
excrcise corporate trust powers in the State of Connecticut, having a place of business in Hartford,
Connecticut, until a successor Trustee witl have become such pursuant to the applicable provisions
of the 2001 Indenture, and thereafier “Trustee™ will mean the successor Trustee.

“2001 Indenture” means the Trust Indenture as the same may be modified. ameaded or
supplemented from time to time in accordance with the terms hereof, and, unless the context
clearly indicates otherwise, includes any and all Supplemental Indentures.

“Variable Rate” means a rate of interest applicable to Bonds, other than a fixed rate of
interest which applies to a particular maturity of Bonds so long as that maturity of Bonds remains
QOutstanding.

THE 2001 INDENTURE

The following is a summary of certain provisions of the 2001 Indenture. Reference is
made to the 2001 Indenture for the detailed provisions thereof.

Security

The Debt Service Requirements on all Bonds will be equally and ratably payable from.
and secured by a pledge of and lien on, the Pledged Revenues as provided in the 2001 Indenture.
except as otherwise provided with respect to the separate accounts of the Debt Service Reserve
Account, and except as otherwise provided in the 200! Indenture in connection with Subordinate
Lien Bonds, Hybrid Bonds and Released Revenue Bonds.

Nothing in the 2001 Indenture will prevent payment of Debt Service Requirements on
one series of Bonds from being otherwise secured and protected from sources or by property and
instruments not applicable to another series of Bonds.

The Bonds and related Contracts shall be special obligations of the State and shall
not be pavable from nor charged upon any funds other than the Pledged Revenues or other
receipts, funds or moneys pledged therefor pursuant to the 2001 Indenture, nor shall the
State or any political subdivision thereof be subject to any liability thereon except to the
extent of such Pledged Revenues or the receipts, funds and moneys pledged pursuant to the
2001 Indenture. The issuance of Bonds and the entering into of related Contracts pursuant
to the 2001 Indenture shall not directly or contingently obligate the State or any political
subdivision thereof to levy or to pledge any form of taxation whatever therefor or to make
any appropriation for their payment. The Bonds and any related Contracts shall not
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constitute a charge, lien or encumbrance, legal or equitable, upon any property of the State
or of any political subdivision thereof, except as described in the 2001 Indenture.

Bonds issued pursuant to the 2001 Indenture will be subordinate to the Series 1992 Bonds
in right of payment from General Revenues. to the extent that such General Revenues are “Gross
Operating Revenues™ for purposes of the Prior [ndenture.

In accordance with the PFC Act and the PFC Regulations, the use of PFC Revenues is
limited to the allowable costs of PFC Facilities.

Pledge of Revenues; Special Obligations; Contract Liens

All Pledged Revenues are pledged to the prompt payment of the principal of, premium, if
any, and interest on the Bonds. obligations treated as Senior Lien Bonds or Subordinate Lien
Bonds pursuant to the 2001 Indenture and the State’s obligations under the Contracts; provided:

{H General Revenucs will secure only (A) General Revenue Bonds, (B)
Subordinate Lien Bonds which have a hen on General Revenues, (C) Hybnd Bonds which have
a lten on General Revenues. and {D) any related Contracts with respect to such Bonds.

{(2) PEC Revenues will secure only {A) PFC Revenue Bonds, (B) Subordinate
Liecn Bonds which have a lien on PFC Revenues, (C) Hybrid Bonds which have a licn on PFC
Revenues, and (D} any refated Contracts with respect to such Bonds.  PEC Revenues also may
be applied to pay the allowable costs ot PFC Facilities,

(3} Special Purpose Revenues will secure only (A) the related Special Purpose
Revenue Bonds, {B) Subordinate Lien Bonds which have a tien on any related Special Purpose
Revenues, (C) Hybrid Bonds which have a lien on any related Special Purpose Revenues, and
(D) any related Contracts with respect to such Bonds,

{hH Released Revenues will secure only (A) the related Released Revenue
Bonds. {B) Subordinate Lien Bonds which have a lien on any related Released Revenues, (C)
Hybrid Bonds which have a lien on any related Released Revenues, (D) any related Contracts
with respect to such Bonds and (E) separate agreements pursuant to the 2001 Indenture.

(5) A Contract may have a Senior Lien or a Subordinate Lien on a related
category of Revenues, or no len at all on Revenues, but (A) no Contract will have a lien on
Revenues that 1s senior to the lien on the category of Revenues securing the Bonds related to the
Contract, and (B) the licn of the Contract will be on parity with the lien of the retated Bonds only
to the extent that the payment of principal of. premium. if any, and interest on such Bonds is
made through such Contract as evidenced by Reimbursement Obligations; provided other
amounts due on a Contract may be secured by a lien ranking immediately following such hen
with the priority set forth in the 2001 [ndenture.
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(6) Notwithstanding anything else n the 2001 Indenture to the contrary, (A)
payment of the Series 1992 Bonds 1s secured by a licn on all General Revenues, to the extent
such General Revenues are “Gross Operating Revenues™ for purposes of the Prior Indenture, on
a basis senior at all times to the lien securing any Bonds or related Contracts, and (B) for so long
as the Parking Lease is in effect, all gross parking revenucs subject to the Parking Lease will be
Released Revenues and will be applied as set forth in the Parking Lease and in the trust indenture
and custody agreement entered into by the State in connection with the State’s issuance of the
Series 2000 Garage Bonds; provided that, amounts payable to the State in accordance with the
Parking Lease (including guaranteed minimum payments and additionail payments) are General
Revenues of the Airport, subject to the provisions of the Prior Indenture,

Other Airport Obligations {other than obligations treated as Senior Lien Bonds or
Subordinate Lien Bonds pursuant to the 2001 Indenture) will not be secured by a lien on any
category of Revenues and Hybrid Bonds described in clause (ii) of the definition thereof will not
have a lien on any category of Revenues, but such obligations, prior to an Event of Default,
nevertheless may be paid from Revenues as described in the 2001 Indenture.

Funds and Accounts

The following funds. accounts and subaccounts with respect to the Airport are established
by the 2001 Indenturc and the moneys deposited in such funds, accounts and subaccounts will be
held in trust for the purposes set forth in the 2001 Indenture:

(A}  Bradley International Airport Revenue Fund
(1) General Revenue Account
(2) General Revenue Enhancement Account

3 Released Revenue Account

Amounts on deposit from time to time in the General Revenue Account and the
General Revenue Enhancement Account will constitute Pledged Revenues.

(B) Bradley International Airport PFC Revenue Fund
(1) PFC Coverage Account
(2) PFC Escrow Account

Amounts on deposit from time to time in the PFC Coverage Account will
constitute Pledged Revenues.

(C}y  Bradley International Airport Debt Service Fund
(1) Bond Service Account
(2} Payments Account
(3) Debt Service Reserve Account
(a) Series 2001 A Subaccount
(b} Series 2001 B Subaccount
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4) Capitalized Interest Account
(a) Series 2001 Subaccount

Amounts on depesit from time to time in the accounts of the Debt Service Fund
will constitute Pledged Revenues.

(D)  Bradley International Airport General Airport Fund
(1) Deposit Account

{E}  Bradley International Airport Improvement Fund
(hH Deposit Account

(F) Bradley International Airport Construction Fund
(1 Series 200! Project Account

Amounts on deposit from time to time in the Series 2001 Project Account will
constitute Pledged Revenues.

(G)  Bradley International Asrport Cost of §ssuance Fund
(1) Series 2001 A Account
(2) Series 2001 B Account

Amounts on deposit from time to time in the Series 2001 A Account and the Series
2001B Account will constitute Pledged Revenues.

(H)  Bradley Intemational Airport Rebate Account
Revenue Fund and PFC Revenue Fund

The State will deposit and continue to deposit, {rom time to time as and when received.
(1) all Revenues (other than PFC Revenues, Released Revenues relating to the Parking Lease and
Spectal Purpose Revenues) and {ii} all PFC Revenues in the Revenue Fund,

The amounts deposited into the Revenue Fund immediately will be allocated to the
account within the Revenue Fund designated theretfor as follows:

(1) General Revenues will be deposited to the General Revenue Account:

(1) Released Revenues wilt be deposited to the Released Revenue Account:
provided that (A) Released Revenues relating to the Parking Lease will be deposited and
apphed as set forth in the Parking Lease and (B) to the extent so provided in the
Supplemental Indenture or other agreement establishing additional categories of Released
Revenues, such Released Revenues may be deposited as set forth therein without being
deposited 1n the Revenue Fund; and

(nmy)  Special Purpose Revenues will be deposited and applied as set forth in the
agreements establishing the related Special Purpose Facilities.



Moneys in the Revenue Fund will be applied by or at the direcuion of the State from time
to timc to the following purposes and, prior to the occurrence and continuation of an Event of
Default. in the order of priority determined by the State in its sole discretion:

() to pay Operating Expenses (including amounts transterred tfrom time 10
time to the Department of Transportation to pay Operating Expenses in accordance witl
the requirements of Section 15-101m of the Act). provided that {(A) amounts in the
Revenue Fund may be applicd to pay Operating Expenses, but only to the extent that such
Operating Expenses have not been paid tn accordance with the provisions of the Prior
Indenture and (B) amounts i the Released Revenue Account will be used only for
Operating Expenses of the related Released Revenue Facilities:

{(i1) to deposit mto the Debt Service Fund the amounts required by the 200!
Indenture, provided that, amounts tn the Released Revenue Account will be used only for
deposits to accounts or subaccounts relating to Bonds which have a ben on any Released
Revenues or for other permitted purposes pursuant to the 2001 [ndenture:

(ii1}) 1o deposit into the Debt Service Reserve Account the amounts required by the
2001 Indenture, provided that, amounts in the Released Revenue Account will he used
only for deposits to accounts or subaccounts relatimg to Bonds which have a lien on any
Released Revenues or for other permitted purposes pursuant to the 2001 Indenture:

(iv} to deposit into the Rebate Account the amounts required by the 2043]
tndenture, provided that, amounts in the Released Revenue Account will be used only for
deposits to accounts or subaccounts relating to Bonds which have a lien on any Released
Revenues or for other permitied purposes pursuant ro the 2001 Indenture:

(v) to pay to any party to a Contract the amounts due thereon. including
Additional Interest, continuing commission or commitment fees, remarketing agent fees
and repayment of amounts equivalent to principal on related Bonds, provided that, for
any payments on a Contract, amounts may be drawn only from the accounts or
subaccounts relating to the Revenues securing the Bonds related to such Contract. and.
unless otherwise provided in the related Supplemental Indenture because a Credit Fucility
is intended to be drawn on for payments on Bonds. only after all pavments then due with
respect to the related Bonds have been made:

(vi} to pay any amounis required to be patd with respect to any Other Aimort
Obligations, provided that, for any payments with respect to any Other Adrport
Obhgattons, if such Other Airport Obligations relate to Released Revenue Facilities, then
such rayments will be made from available amounts in the Released Revenue Accouni
and otherwise, such payments will be made from the General Revenue Account:

(vii) for transfer to the General Revenue Enhancement Account, the General
Airport Fund or the Improvement Fund; and

(virl) for any other lawful purpose related 1o the Airport.
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Upon the occurrence and continuation of an Event of Default, moneys in the Revenue
Fund will be applied in accordance with the 2001 [ndenture.

No payments may be made to a subaccount of the Bond Service Account or the Payments
Account related to Subordinate Lien Bonds or Hybrid Bonds, or with respect to Contracts related
to such Subordinate Lien Bonds or Hybrid Bonds, unless all required payments have been made
with respect to Bonds, or Contructs related to Bonds, which have a lien on a category of
Revenues prior to the lien of such Subordinate Lien Bonds or Hybrid Bonds. No payments may
be made with respect to any Other Aiwrport Obligations unless all required payments have been
made with respect to Bonds and on all Contracts: provided 1t required by the terms thereof,
obligations treated as Senior Lien Bonds or Subordinate Lien Bonds pursuant to the 2001
Indenture wil§ be paid with the other Senior Lien Bonds or Subordinate Lien Bonds.

If at any time the amounts in the Bond Service Account are less than the amounts
required bv the 2001 Indenturc. and there are not on deposit in the General Atrport Fund
available moneys sufficient to cure any such deficiency. then the Trustee will withdraw from
accounts or subaccounts refated o Subordinate Lien Bonds and Hybrid Bonds (taking such
amounts first from accounts or subaccounts related to Subordinate Lien Bonds, pro rata, and
second from Hybrid Bonds. pro rata) and deposit in the Bond Service Account the amount
necessary (or all the moneys 1n such funds and accounts, if less than the amount required) to
make up such deficiency.

PFC Revenues will be deposized initially intoe the PFC Coverage Account in each Fiscal
Year until an amount has been deposited theremn equal to 125% of the PFC Component of the
Debt Service Requirements for the current Fiscal Year on the Series 2001 A Bonds, as set forth in
the First Supplemental Indenture. Thereatter PFC Revenues received during such Fiscal Year
will be deposited into the PFC Escrow Account. In connection with the subsequent issuance of
Additional PFC Revenue Bonds payable in whole or in part by a Senior Lien on PFC Revenues,
PFC Revenucs will be deposited into the PFC Coverage Account in each Fiscal Year unti} an
amount has been deposited therein cqual to 125% of the PFC Component of the Debt Service
Requirements for such Fiscal Year on the Scries 2001A Bonds and such Additional PFC
Revenue Bonds: provided that, the State may specify in the related Supplemental Indenture a
different flow of funds tor the related PFC Revenues consistent with then applicable law relating
to the application of PFC Revenues. In the event that the State is unable to deposit into the PFC
Coverage Account in any Fiscal Year the amount specified in this paragraph, such imabitity will
not be an Event of Default unless it results in an Event of Default under the default provisions of
the 2001 Indenture relating to unpaid interest or unpaid principal or premium on any Senior Lien
Bond or under any related Contract. In determining compliance with the deposit requirements
into the PFC Coverage Account set forth above, the calculation of the amount deposited for any
Fiscal Year shall include: (1} any balance remaining on deposit in the PFC Coverage Account
from the preceding Fiscal Year and (1) any amounts transferred during such Fiscal Year from the
PFC Coverage Account to the Bond Service Account,

The amount on depesit i the PFC Coverage Account will be transferred from time to
time {but in any event. not later than the Business Day prior to the payment date on which such
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amount is to be used) by the Trustee, at the direction of the State, to the Bond Service Account to
be applicd to pay the PFC Component of the Debt Service Requirements on the Series 2001 A
Bonds and any Additional PFC Revenue Bonds. Amounts in the PFC Coverage Account will be
used only for deposits to accounts or subaccounts relating to Bonds which have a lien on PFC
Revenues. Amounts in the PFC Escrow Account may be (1) transferred by the State to the
Deposit Account of the Improvement Fund to pay allowable costs of PFC Facilines, (i)
transferred to the Bond Service Account or the Payments Account to be vused for pavments on
related Bonds and Contracts or (111) used for such other purposc as may be permitted pursuant to
applicable law. When no PFC Revenue Bonds remain Outstanding, any amounts on deposit in
the PFC Coverage Account shall be transferred to the PFC Escrow Account and all PFC
Revenues subsequently collected shall be deposited into the PFC Fscrow Account.

Debt Service Fund

Deposits to Bond Service Account and Pavmenis Account. Sufficient moneys will be
paid in periodic installments from the General Revenue Account into (1) the Bond Service
Account for the purpose of paying the Bonds as they become due and pavable and (i1} the
Payments Account for the purpose of making payments under Contracts. Amounts held in the
Bond Service Account will not be used te pay Additional Intercst. Amounts on deposit in the
PFC Coverage Account to be applied for the purposes set forth 1in this Section will be transferred
by the Trustee on the Business Day immediately preceding the applicable Interest Payment Date,
Principal Maturity Date or other payment datc.

Interest Payments. Uniess otherwise provided In the paragraph immediately above or in
a Supplemental Indenture, on or before the 10 day preceding each interest Payment Date for a
series of Bonds, the State will direct the Trustee to deposit in the Bond Service Account an
amount which, together with any other moneys already on deposit theremn, m the PFC Coverage
Account or in the Capitalized [nterest Account and available to make such payment. 1s not less
than the interest {excluding Additional Interest) coming duc on such Bonds on such Interest
Payment Date. Moneys so deposited into the Bond Service Account will be used solely to pay
interest (excluding Additional Interesty on the Bonds when due or to pay Reimbursement
Obligations for Credit Facilities under which the Credit Issuer makes alf interest payments on the
Bonds. The State will also direet the Trustee te deposit and continue 1o deposit all Hedge
Receipts under related Qualified Hedge Agreements and any payments from a Credit Issuer
under a Credit Facility Agreement in the Bond Service Account from time to time as and when
received.

Principal Pavments. Unless otherwise provided in the first paragraph of this Scction or
in a Supplemental indenture, on or before the 10™ dav preceding each Principal Maturity Date
for a series of Bonds, the State witl direct the Trustee to deposit in the Bond Service Account an
amount which, together with any other moneys alrcady on depostt therein or m the PFC
Coverage Account and avatlable to make such payment, is not less than the principal coming due
on such Bonds on such Principal Maturity Date. Moneys so deposited into the Bond Service
Account will be used solely for the payment of principal of the Bonds as the same become due
and pavable at maturity or upon redemption or to pay Reimbursement Obligations for Credit
Facilitics under which the Credit Issiter makes all principal payments on the Bonds.



Hedge Payments and Contract Pavments.  Unless otherwise provided in the first
paragraph of this Section or in a Supplemental [ndenture or a Hedge Agreement, on or before the
10™ day preceding cach payment date for Hedge Payments under Quatitied Hedge Agreements,
the State will direct the Trustee to deposit in the Payments Account an amount which, together
with any other moneys already on deposit therein or in the PFC Coverage Account and available
to make such payment, is not less than such Hedge Payments coming due on such payment date.
Moneys so deposited into the Payments Account will be used solely to pay Hedge Payments
under Qualificd Hedge Agreements when due. Unless otherwise provided in the first paragraph
of this Section or in a Supplemental Indenture or 4 Contract, on or before the 10th day preceding
each payment date for amounts duc on Contracts (other than Qualified Hedge Agreements or for
Reimbursement  Obligations). including  Additional Interest. continuing commission  or
commitiment fees and remarketing fees. the State will direct the Trustee to deposit in the
Payments Account an amount which. together with any other moncys already on deposit therein
or in the PFC Coverage Account and available to make such payment, is not less than the amount
coming due on such payment date. Moneys so deposited into the Payments Account will be used
solely for such payments when due.

Application of Monevs to Retire Bonds. No turther payments need be made into the Bond
Service Account whenever the amount available for such purpose therein, if added to the
amounts then available or allocated for such purpose in the Capitalized Interest Account, the
PFC Coverage Account and any applicable subaccount of the Debt Service Resenve Account
(without taking into account any amount available to be drawn on any applicable Reserve
Account Credit Facility), 15 suthcient to retire all the Bonds then Outstanding and related
Contracts and to pay all unpaid interest accrued and to accrue prior to such retirement. No
moneys in the Bond Service Account will be used or apphied to the optional purchase or
redemption of Bonds prior to maturity unless: (1) provision has been made for the payment of all
of the Bonds of the same scries and afl other Bonds having a panty or higher ranking lien on any
category of Revenues sccunng such Bonds: or (i) such Bonds are Senior Lien Bonds and such
moneys are applied to the purchase and cancellaton of such Bonds which are subject to
mandatory redemption on the next mandatory redemption date, which falls due within 12
nonths, such Bonds are purchased at a price not more than would be required for mandatory
redemption. and such Bonds are cancelled upon purchase and credited against the redemption
otherwise to be made on such mandatory redempuion date: or (i) such Bonds are Semor Lien
Bonds and such moneys are apphed to the purchase and canceltaton of such Bonds at a price
tess than the amount of principal which would be payable on such Bonds, together with interest
accrued through the date of purchase, and such Bonds are cancelled upon purchase: or (1v) such
Bonds are Senior Lien Bonds and such monevs are in excess of the then required balance in the
Bond Service Account allocated to such Bonds and are applied to redeem a part of such Bonds
on the next succeeding optional redemption date for which the required notice of redemption
may be given,

Whenever at the end of cach Fiscal Year the amount of moneys in any account or

subaccount of the Debt Service Fund exceeds the amount then currently reguired to be held
therein. the excess will be transterred to the related account in the Revenue Fund: provided any
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cxcess in a subaccount of the Debt Service Reserve Account will be transferred to the Bond
Service Account,

Capitalized Interest Account

Amounts on deposit in the Capitalized Interest Account of the Debt Service Fund will be
transferred by the Trustee to the Bond Service Account of the Debt Service Fund at the times and in
the amounts set forth in the applicable Supplemental indenture authonzing a series of Bonds and
will be applied to pay interest when due on such series of Bonds.

Debt Service Reserve Account

Upon the issuance of the Series 2001 Bonds, the State will deposit into one or more
subaccounts of the Debt Service Reserve Account the amount specified in the First Supplemental
Indenture. There will be deposited into the same or separate subaccounts of the Debt Service
Reserve Account the amounts, if any, specified in Supplemental Indentures with respect to
Additional Bonds. After the issuance of any Additional Bonds, any increase in the amount of the
Debt Service Reserve Requirement resulting from the tssuance of Additional Bonds which also
are secured by an existing subaccount of the Debt Service Reserve Account will be accumulated.
1o the extent not covered by deposits from Bond proceeds or funds on hand, over a period not
exceeding 61 months from date of delivery of such Additional Bends in monthly deposits, none
of which is less than 1/60 of the amount to be accumulated. The balance of each subaccount of
the Debt Service Reserve Account will be maintained at an amount equal to the Debt Service
Reserve Requirement for the related Bonds (or such lesser amount that 1s required to be
accumulated in such subaccount of the Debt Service Reserve Account in connection with the
periodic accumulation to the Debt Service Reserve Requirement after the issuance of Additional
Bonds or upon the failure of the State to provide a substitute Reserve Account Credit Facility in
certain events). There will be transferred from the General Revenue Account on a pro ruta basis
(1) to each subaccount of the Debt Service Reserve Account relating to Bonds secured by a
Senior Lien on General Revenues the amount necessary to restore the amount of cash and
sccurittes n such subaccount of the Debt Service Reserve Account to an amount equal to the
difference between (a) the Debt Service Reserve Requirement for the related Bonds (or such
lesser monthly amount that i1s required to be deposited into the Debt Service Reserve Account
after the 1ssuance of Additional Bonds or upen the failure of the State to provide a substitute
Reserve Account Credit Facility in certain events), and (b) the portion of the required balance of
such subaccount of the Debt Service Reserve Account satisfied by means of a Reserve Account
Credit Facility, and (2) to any Reserve Account Credit Facility Provider the amount necessary to
reinstate any Reserve Account Credit Facility which has been drawn down.

Whenever for any reason the amount in the Bond Service Account available to make such
payment, together with amounts available to make such payment on deposit in the Capitalized
Interest Account and the PFC Coverage Account, is msufficient to pay all interest or principal
falling due on any General Revenue Bonds within the next seven days, the State will make up
any deficiency by transfers from the General Airport Fund. Whenever, on the date that such
interest or principal is due on any Senior Lien Bonds, there are insufficient moneys tn the Bond
Service Account available to make such payment, the Trustee will, without further instructions,
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apply so much as may be necded of the moneys in the related subaccount, if any, of the Debt
Service Reserve Account to prevent default in the payment of such mterest or principal, with
priority to Interest payments, Whenever by reason of any such application or otherwise the
amount remaining to the credit of the related subaccount of the Debt Service Reserve Account is
less than the amount then required to be in such subaccount of the Debt Service Reserve
Account, such deficiency will be remedied by not more than twelve equal monthly deposits from
the related account or accounts of the Revenue Fund. to the extent funds are available in the
related account or accounts of the Revenue Fund for such purpose after all required transfers set
forth above have been made.

The State may elect to satisty in whole or mn part the Debt Service Reserve Requirement
for any Bonds by means of a Reserve Account Credit Factlity delivered to the Trustee, subject to
the following requirements: (A) the Reserve Account Credit Facihity Provider must have a credit
rating issued by a Rating Agency not [ess than the greater of the then current Rating on the
related series of Bonds or the second highest long-term Rating of such Rating Agency: (B) the
State will not secure any obligation to the Reserve Account Credit Facility Provider by a lien
cqual to or superior to the lien granted to the related series of Bonds: (C) each Reserve Account
Credit Facility will have a term of at Icast one vear {or, if fess. the remaining term of the related
series of Bonds) and will entitle the Trustee to drasw upon or demand payment and receive the
amount so requested in immediately available funds m sutficient time to allow the Trustee to
make the required payment trom the Debt Service Reserve Account; (D) the Reserve Account
Credit Facility will permit a drawing by the Trustee for the full stated amount in the event (i) the
Reserve Account Credit Facility expires or terminates for any reason prior to the final maturity
of the related series of Bonds. and (i1} the State fails to satisfy the Debt Service Reserve
Requirement by the deposit to the Debt Service Reserve Account of cash. obligations, a
substitute Reserve Account Credit Factlity. or any combination thercof, on or before the date of
such expiration or termination; (E} 1f the Rating issued by the Rating Agency to the Reserve
Account Credit Facility Provider ts withdrawn or reduced below the greater of the Rating
assigned to the related series of Bonds immediately prior to such action by the Rating Agency or
the second highest long-term Rating of such Rating Agency. the State will provide a substitute
Reserve Account Credit Facihity within 60 davs after such rating change, and. if no substitute
Reserve Account Credit Facility 18 obtained by such date. will fund the Debt Service Reserve
Requirement in not more than 24 cqual monthly deposits commencing not later than the first day
of the month immediately succeeding the date representing the end of such 60-day period; and
(F) if the Reserve Account Credit Facility Provider commences any insolvency proceedings or is
determined to be insolvent or fails to make payments when due on its obligations. the State will
provide a substitute Reserve Account Credit Facility within 60 days thereafter, and, 1f no
substitute Reserve Account Credit Facility 15 obtained by such date. will fund the Debr Service
Reserve Reguirement in not more than 24 equal monthly deposits commencing not later than the
first dav of the month immediately succeeding the date representing the end of such 60-day
period.  If the eveats described in either clauses (Ey or (F) above occur, the Trustee will not
relinquish the Reserve Account Credit Factlity at issue unul after the Debt Scrvice Reserve
Requirement is fully satistied by the provision of cash. obligations, or a substitute Reserve
Account Credit Facility or any combmation thereof. Any amount received from the Reserve
Account Credit Facihity will be deposited directly into the Bond Service Account, and such
deposit will constitute the applicanon of amounts in the related subaccount of the Debt Service
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Reserve Account. Repayment of any draw-down on the Reserve Account Credit Facility (other
than repayments which reinstate the Reserve Account Credit Facility) and any interest or fecs
due the Reserve Account Credit Facility Provider under such Reserve Account Credit Facility
will be secured by a lien on Revenues subordinate to the lien of the related Bonds for payments
into the Bond Service Account and the Rebate Account and payments on any Credit Facility
Agreement securing the related Bonds.

Any such Reserve Account Credit Facility will be delivered to the Trustee and pledged to
the benefit of the owners of all of the Bonds sccured by it. The State reserves the right, if it
deems it necessary in order to acquire such a Reserve Account Crednt Facility, to amend the 2001
Inaenture without the consent of any of the owners of the Bonds in order to grant to the Reserve
Account Credit Facility Provider such additional rights as it may demand, provided that such
amendment will not, in the written opinion of Bend Counsel filed with the State and the Trustee,
impair or reduce the security granted to the owners of Bonds or any of them.

General Airport Fund

In addition to the deposits to be made to the General Airport Fund pursuant to the 2001
Indenture as described above under “Revenue Fund and PFC Revenue Fund,” the State will
deposit into the Deposit Account of the General Airport Fund all termination payments received
under any Hedge Agreements. All sums accumulated and retained in the Deposit Account of the
General Airport Fund will be used first to prevent default in the payment of interest on or
principal of any General Revenue Bonds when due (prior to application of amounts in the Debt
Service Reserve Account for such purpose) and then will be applied by the State from time to
time, as and when the State wil} determine, to the following purposes and in the order of priority
determined by the State in its sole discretion: (a) for the purposes for which moneyvs held in the
Revenue Fund may be applied under the 2001 Indenture, (b) to pay any amounts which may then
be due and owing under any Hedge Agreement (including termination payments, fees, expenses,
and indemnity payments), (¢) to pay any governmental charges and assessments against the
Atrport or any part thereof which may then be due and owing, (d) for transfer to the
improvement Fund to make acquisitions, betterments, extensions, repairs, or replacements or
other capital improvements (including the purchase of equipment) to the Airport deemed
necessary by the State (including payments under contracts with vendors, supplicrs, and
contractors for the foregoing purposes), (e) to acquire any Senior Lien Bonds (other than Special
Purpose Revenue Bonds) by redemption or by purchase in the open market at a price not
exceeding the then applicable redemption prices as provided and in accordance with the terms
and conditions of the 2001 Indenture, prior to their respective maturities, and when so used for
such purposes the moneys will be withdrawn from the General Airport Fund and deposited into
the Bond Service Account, (f) for transfer to the General Revenue Enhancement Account and (g)
for any other authorized Airport purposes.

Improvement Fund
The State will deposit into the Deposit Account of the Improvement Fund all amounts to

be transferred into the hprovement Fund pursuant to the 2001 Indenture from the General
Airport Fund and the PFC Escrow Account, Amounts on deposit in the Improvement Fund will
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be available only to pay costs ot capital improvements at the Airport and related expenditures, as
determined by the State, and will not otherwise be available for anv other purpose under the
2001 Indenture until the costs of such capital improvements and related expenditures have been
paid or reimbursed.

Except as otherwise directed by the State., but only to the extent pemutted by applicable
law, amounts transferred i6to the hmprovement Fund from the PFC Escrow Account will be
applied only to pay costs of acquisition ot or capital improvements to PFC Faciliues.

Construction Fund

Proceeds of the Series 2001A Bonds will be deposited mio the Senes 2001 Project
Account 1n the amount set forth in the First Supplemental Indenture. Disbursements from the
Series 2001 Project Account of the Construction Fund will be made by the Trustee, upon recem
of a requisinon submitted by an Authorized Officer of the State 1y the form sct forth in the Firs
Supplemental fudenture. only to pay tor Costs of factihiies at the Airport.

Except as otherwise provided in a Supplemental indenture, completion ol a Projeci wili be
¢videnced by the submission by the State of a final disbursement requisition 1in connection with such
Project. If any money rematns in the Accounts m the Constructton Fund created for the proceeds of
a series of Bonds at the end ot the Construction Peniod related theretu and payment. or provision for
payment, in fuli of the costs of the Projects to be nnanced with the proceeds of that senes of Bonds
has been made. then such monev will be used promptly, uniess otherwise provided in the
Supplemental [ndenture relating thereto, for one or more of the following purposes at the direction
of an Authorized Officer: (1) payment of Costs of addiuonal Projects: (1) payment of interest as it
becomes due on that series of Bonds unti] all such excess amount 1s 50 used: (10} retirement at ther
maturity of principal of Bonds issued to pay costs of Projects: (iv) deposit into the Bond Service
Account for payment of Debt Service Reguirements on Bonds other than Bends of that series of
Bonds; (v) purchase of Bonds in the open market: and (vi) redemprtion of Bonds to the extent
permitted under the applicable Supplemental fndenture: provided that (A) with respect to clauses (i)
through (vi). such use and the manner i which w s proposed to be made will not, in the opinion of
Bond Counsel or under ruling of the Intemal Revenue Service. adversely affect the exclusion of the
interest on any senes of Bonds from the gross income of the Holders thereof tor federal income tax
purposes (to the extent that such Bonds were ssued as Tax-Exempt Bonds). and (B) any money
remainming m an Account in the Construction Fund for a Project after completion ot the Project will
be nvested 1n accordance with the Code in such manner as not te adversely aftect the exclusion of
the interest on the Bonds trom the gross meome ot the Holders thereof (1o thie extent that such
Bonds were 1ssued as Tax-Exempt Bonds .

[n the event of the oceurtence of an Event of Dejauit under the 2001 indenture. the balance

in the Construction Fund will be depasited into the Debt Service Fund and applhicd as set torth in the
ndenture. See “Defaults and Remedies™ below:.
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Cost of Issuance Fund

Amounts on depostt in ant account of the Cost of [ssuance Fund will be applied by the
Trustee at the direction of an Authorized Officer of ihe State to pav costs of issuance of the
applicable senes of Bonds to the extent such costs gualify for payment from proceeds of the Bonds
in accordance with the Code or as otherwise provided in the applicable Supplemental Indenture,
Any meneys remaining in such account and not spent for such purpose will be wransferred to the
related Preject Account and applied to pay costs of Projects. An amount of proceeds of the Sciies
2001 Bonds as set forth in the First Suppiemental Indenture will be deposited mto the Sertes 2001 A
Account and the Series 2001B Account of the Cost of [ssuance Fund.

Application of Proceeds of Refunding Bonds

Proceeds of Bonds issued for refunding purposes (including refunding outstanding Series
1992 Bonds) will be deposited in such funds or accounrs, including escrow funds held by an escrow
trustee, as may be spectfied in the applicable Supplemental Indenture. Proceeds of the Series 2001 B
Bonds will be deposited into an escrow fund 1n the amount specified in the First Supplemental
[ndenture.

Rebate Account

Amounts credited to the Rebate Account will be free and clear of any lien under the 2001
Indenrure and will not be a part of the Pledged Revenues. Provision will be made i the
Supplemental Indenture for each series of Bonds for the calculation of any amounts required to be
paid to the United States pursuant to Section 148(1} of the Code or other applicable law and tor the
deposit of such amount in the Rebate Account.

Investment of Funds and Accounts

Moneys in the funds and accounts established under the 2001 Indenture will be invested
and reinvested at the direction of the State in Permitted Investments bearing interest at the
highest rates reasonably available {except to the extent that a restnicted yield is required or
advisable under the Code) and containing such maturitics as are decimed suitabie by the State. In
the absence of direction from the State as to the investment of any particular amount, such
amount will be invested in the investments described in clause (b) of the definition of “Permitted
Investments.” pending receipt of such direction. The Trustee is authorized, in making or
disposing of any investment permitted by the 2001 indenture, to deal with itself (in its individual
capacity) or with any one or more of its affiliates, whether or not such affiliate is acting as an
agent of the Trustee or for any third person or dealing as principal for 1ts own account,

Except as otherwise provided below or in a related Supplemental Indenture, Investment
Earnings n each fund and account will be deposited into the General Revenue Account of the

Revenue Fund. [nvestment Earmings from the investment of moneys m:

{ 1) each subaccount of the Debt Service Reserve Account will be retained 1n such
subaccount of the Debt Service Reserve Account at all tmes that the balance 15 less than
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the respective Debt Service Reserve Reguirement; thereafter and at all times that the
balance of such subaccount of the Debt Service Reserve Account is equal to or greater
than the respective Debt Service Reserve Requirement, such investment Earnings will be
deposited in the Bond Scrvice Account and’or the Capitalized Interest Account, as
directed in the related Supplemental Indenture to be applied to pay Debt Service
Requirements on the related series of Bonds.

(2) the Construction Fund, the Bond Service Account and the Cost of Issuance
Fund will be deposited as described in the reluted Supplemental Indenture into the Project
Account to pay Cosis of the Project and/or into the Bond Service Account and/or the
Capitalized Interest Account to be applied to pay Debt Service Requirements on the
retated senes of Bonds.

(3) the Capitalized Interest Account will be retained in such account.
(4) each account of the PFC Revenue Fund will be retained in such account.

The Supplemental Indenture authonzing the 1ssuance of any Bonds may specify maturity
limitations and ditferent allocations ot Investment Earmings on investments of moneys in the
funds and accounts relating to such Bonds.

Moneys in each of such funds will be accounted for as a separate and speciai fund apart
from all other funds of the State, provided that investments of moneys therein may be made in a
pool of investments together with other moneys of the State so long as sufficient Permitted
investments in such pool, not allocated to other investments of contractually or legally limited
duration, are available 1o meet the requirements of the foregoing provisions.

Covenants of the State

General Covenants. In addition to any other covenants and agreements of the State
contained in the 2001 Indenture, the State further covenants and agrees with the Holders and the
Trustee as follows:

() Pavment of Debt Service Requirements. The State will pay all the
Debt Service Requircments. or cause them to be paid, solely from the sources
provided under the 2001 Indenture, on the dates, at the places and in the manner
provided in the 2001 Indenture.

(1) Performance of Covenants and Agreements, The State will observe
and perform faithtully at all times all covenants, agreements, authority, actions,
undertakings, stipulations and provisions to be observed or performed on 1ts part
under the 2001 Indenture, cach Supplemental Indenture, the Bonds and refated
Contracts that are executed, authenticated and delivered under the 200! Indenture.

(in}  Register.  The State agrees that at reasonable times and under
reasonable regulations established by the Bond Registrar, the Register may be
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inspected and copied by the Trustee, by the State, by Holders of 25% or more in
aggregate principal amount of the Bonds then Outstanding, or a designated
representative thereof,

(iv)  Enforcement of State’s Obligations.  Each obligation of the State
required to be undertaken pursuant to the 2001 Indenture and the Bonds 15 binding
upon the State, and upon each officer or employee thereof as from time to time may
have the authority under law to take any action on behalf of the State that may be
necessary to perform all or any part of that obligation.

(v}  No Additional Bonds Under Priov Indentere. The State covenants that
1t will not 1ssue additional bonds under the Prior Indenture.

(vi)  Release of Funds Under Prior Indenture. The State covenants that, for
so long as the Senes 1992 Bonds remamn Outstanding it will cause from thme to time
(but in sufficient time to allow the Trustee to timely make the deposits required
under the 2001 Indenture) the trustee for the Scries 1992 Bonds to withdraw and pay
to the Trustee all moneys then on deposit in the General Airport Fund under the
Prior indenture and available for withdrawal pursuant to the Prior Indenture for
deposit into the Revenue Fund hereunder in accordance with the 2001 Indenture.

(vil) Operating Agreements. The State will take all reasonable steps to
enforce comphance by the other parties thereto with their obligations and
agreements under any Operating Agreements. including the obligation of cach
Airline as a “Collecting Carrier™ to collect and remit to the State all passenger
facility charges at the Awrport required by the PFC Regulations to be so collected and
remitted; provided that the State may ciect to let lapse without replacement, from
time to time. any or all of the Operating Agreements and Concession Agreements
from time to time in effect.

Rute Covenant. The State will continuously own, control, operate, and maintain the
Airport in an efficient and economical manner and on a revenue producing basis and will at all
times prescribe, fix, maintain and collect rates. fecs and other charges for the services and
facilities furnished by the Airport in an amount sufficient to:

pay all of the Airport’s Operating Expenses as they become due and payabie, {11}

pay all Debt Service Reguirements on Bonds when due and payable, (ii1) make all required
deposits, 1f any, wto the Debt Scrvice Reserve Account and the Rebate Account, (1v) pay
amounts required to be paid under any Contract or Other Airpert Obligation when due and
payable, and (v) remedy all deficiencies in required payments or deposits into the funds and
accounts created under the 2001 Indenture:

provide Net General Revenues in cach Fiscal Year equal 1o at least:

(1) 120% of the Debt Service Requirements on all Bonds secured by a
Senior Lien on General Revenues (including as Net General Revenues amounts
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on deposit in the General Revenue Enhancement Account and, for so long as any
such Bonds also are secured by a Senior Lien on PFC Revenues, amounts on
deposit in the PFC Coverage Account) and

(n 110% of the Debt Service Requirements on all Bonds secured by a
Senior Lien on General Revenues {(including as Net General Revenues, for so
long as any such Bonds also are secured by a Senior Lien on PFC Revenucs,
amounts on depostt in the PFC Coverage Account, but not including amounts on
deposit in the General Revenue Enhancement Account); and

{c) provide PFC Revenues in each Fiscal Year equal to at least 100% (or such other
percentage which may be specified in a Supplememtal Indenture with respect to Qutstanding PFC
Revenue Bonds) of the Debt Service Requirements on PFC Revenue Bonds secured only by a
Senior Lien on PFC Revenues.

[n connection with the issuance of Bonds under the 2001 Indenture which are not secured
by a Senior Lien on General Revenues and/or PFC Revenues, the Supplemental Indenture
authorizing such Bonds will specify the applicable rate covenant required to be met with respect
to the related Revenues. In connection with the issuance by the State of PFC Revenue Bonds
secured only by a Senior Lien on PFC Revenues, the State must specify in the related
Supplemental [ndenture the rate covenant provision to be applicable with respect to such Bonds
in accordance with clause (¢) above under “Rate Covenant’”: provided that, ¢ach Rating Agency
with a Rating then in effect with respect to the Airport (without regard to any Credit Facility then
in effect with respect to any Bonds) shall indicate in writing to the State that the use of such rate
covenant provision for purposes of clause (c) above under “Rate Covenant™ will not, by itself.
result in a reduction or withdrawal of such Rating. In no cvent will this provision be construed
as requiring the Alrport to impose passenger facility charges in excess of amounts permitted
pursuant to the PFC Act.

If the State fails to prescribe. fix, maintain, and collect rates, fees, and other charges. or to
revise such rates. fees, and other charges, in accordance with the provisions of this Section tn any
Fiscal Year, but the State in the next Fiscal Year has promptly taken all available measures to
revise such rates, fees and other charges as advised by an Aymport Consultant, there will be no
Event of Default as desenibed in clause {d) under “Defaults and Remedies - Events of Default”
until at least the end of such next Fiscal Year and only then if Net Revenues are less than the
amount required by this Section,

The rates, fees. and other charges will be classified in a reasonable manner to cover users
of the services and facilities furnished by the Airport so that, as nearly as practicable, such rates,
fees and other charges will be uniform n application to all users falling within any reasonable
class.

After-dequired Property, Further Assurances. All property and nights of every kind, real,
personal or mixed, tangible or intangible, that may be acquired by the State out of the Pledged
Revenues or used directly in connection with the Airport after the date hercof, and ali such property
constituting Pledged Revenues. will become and be subject to the 2001 Indenture immediately upon
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the acquisition or depostt thereof, without any further pledge or assignment, as fully and completely
as though now owned by the State and specifically described and pledged in the granting clauses of
the 2001 Indenture. At any and all times the State will do. exceute. acknowledge and deliver, or
will cause to be done, all such further acts and things, and cause to be executed, acknowtedged and
delivered all such further pledges, assignments and assurances for the better pledging, assigning,
assuring and confirming unto the Trustee any and all properties and rights pledged under the 2001
Indenture and assigned or intended to be pledged and assigned. as the Trustee may recasonably
require for better accomplishing the provisions and purposes of the 2001 Indenture, and for securing
the payment of the Debt Service Requirements.

Annual Operating Budger; Audited Financial Stutements. The State agrees to adopt an
Annual Operating Budget for the Airport for each Fiscal Year which will permit the State to be
in compliance with the rate covenant as stated above. The State also will cause to be prepared
annual financial statements for the Airport which will be audited by a firm of independent
certified public accountants of recognized standing selected by the State. Such audit report will
be prepared tn accordance with applicable State law and relevant accounting standards and will
be completed within 120 days of the end of each Fiscal Year. The Annual Opcrating Budget and
the annual audit of the Airport will make distinctions among different categories of Revenues to
comply with, and evidence compliance with, the provisions of the 2001 Indenture. The State
will make available to the Trustee. who will make available to any Holder so requesting, a copy
of the Annual Operating Budget then in effect and the most recent annual audited financial
statements of the Airport.

Maintenance of the dirport in Good Condition. Compliance with Applicable Laws. The
State covenants that it has and will continue to enforce reasonable rules and regulations
governing the Airport and the operation thereof. that 1t will operate the Arport in an efficient and
cconomical manner and will at all times maintain the Airport in good repair and in sound
operating condition, that it will make all necessary repairs, renewals and replacements to the
Airport, and that it will comply with all valid acts, rules. regulations, orders and directions of any
legislative, executive, administrative or judicial body applicable to the Airport and the State’s
operation thereof, including, but not limited to, the PFC Act and the PFC Regulations. The State
will not take, or allow any person to take, any action or omit to take any action which would (i)
cause the Administrator of the Federal Aviation Administration, Department of Transportation,
or any successor to the powers and authority of such Administrator, to suspend or revoke the
Airport’s operating certificates 1ssued under the Federal Aviation Act of 1938. or any successor
statute, or (i1) cause the termination or reduction of the State’s authority to impose passenger
facility charges or prevent the collection and use of PFC Revenues as contemplated by the 2001
[ndenture.

Insurance. The State will carry insurance (except to the extent such insurance is carried
by an Airline or other obligor pursuant to an Operating Agreement) with generally recognized
responsible insurers with policies payable to the State and the Trustee, as their interests may
appear, against risks, accidents or casualties at least to the extent that similar insurance is usually
carried by airport operators operating properties similar to the Airport. To the extent permitted
under applicable law, the State may elect to self-insure any risk tor which insurance otherwise
would be required. The costs of any insurance will be paid as an Operating Expense. Proceeds

D-1-35



of insurance will be applicd for the purpose for which such proceeds were received. To the
extent not otherwise applied to satisty an obligation of the State to another Person, such
msurance proceeds will be applied to repair or restore any loss or damage 1o the facilities of the
Airport as a result of which such msurance proceeds were paid or such insurance proceeds wiil
be deposited into the applicable account of the Revenue Fund.

Sale, Lease or Encuambrance of Airport. Except as cxpressly pernntied in the 2001
[ndenture. the State will not sell. lease, encumber or in any manner dispose of the Airport as a
whole or in part until all of the Bonds and all interest thercon have been paid in full or provision
for payment has been made m accordance with the 2001 Indenture.

The State has and reserves the right w sell. lease or otherwise dispose of any of the
property comprising a part of the Atrport i the following manner, 1t any one of the following
conditions exists: (1} such property 15 not necessary for the operation of the Atrport: (i) such
property 18 not useful m the operation of the Airpert: (111} such property is not profitable in the
operation of the Airport: or {1v) the disposition of such property will be advantageous to the
Airport and will not materially adversely atfect the security for the Bondholders. All proceeds of
any such sale of disposition received by the Stute will be deposited in the Revenue Fund unless
the State directs that amount be deposited i the Improvement Fund or the State is required to
deliver such amounts to another Person.

Tux Covenants. Fo the extent that any series ot Bonds is 1ssued as Tax-Exempt Bonds,
the State will comply with applicable tax covenants mcluded in the related Supplemental
Indenture, including making any required depostts into the Rebate Account for payment to the
Lnited States.

Additional Bonds

Delivery of Additional Bonds. It the State determines to issue Additional Bonds, then in
connection with such issuance the Trustee must receive, among other things, a written opinion of
Bond Counsel, to the effect that:

(1) when executed for and in the name and on behalt of the State and when
authentcated and released by the Trustee, those Bonds

(A)y  will be Jewval, vahd and binding special obhigations of the State,
enforceable i accordance with their terms, subject to reasonable exceptions for
bankruptey, insobvency and similar laws and the application of equitable principles,
and

(B will be sccured under the 2001 Indenture equally and on a panty with
all other outstanding Bonds secured by a Senior Lien on the same category of
Revenues as 10 the seeurity of the 2001 Indenture (to the extent provided thereby and
as specificd m the applicable Supplemental Indenture), including the pledge of the
Pledged Revenues thereunder. to provide for payment of the Debt Service
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Requirements on the Bonds, except as otherwise provided therein in connection with
Subordinate Lien Bonds; and

(2) the issuance of the Bonds will not cause the interest on the cutstanding Bonds to
become includable in the gross income of the Holders for federal income tax purposes (to
the extent those Bonds were issued as Tax-Exempt Bonds).

Additional Sentor Lien Bonds. {a) Additional Senior Lien Bonds may be issued to refund
any portion or all of a series of Senior Lien Bonds at maturity, upon redemption in accordance
with their terms, upon defeasance, or upon payment or redemption with the consent of the
owners of such Sentor Lien Bonds, and the refunding Bonds so issued will constitute Senior Lien
Bonds secured on a parity with any Bonds secured on a parity with the refunded Bonds, if all of
the following conditions are satisfied:

(n the State has obtained and delivered to the Trustee a report from an
independent Certified Public Accountant demonstrating that the refunding will reduce the
total debt service payments on Outstanding Senior Licn Bonds. including payments on
related Contracts, which are secured on a parity basis with the Bonds to be refunded. all
on a present value basis; or

(2) as an alternative to, and in lieu of, satistying the requirements of clause (1)
above, all Qutstanding Senior Lien Bonds which are secured on a parity with the Bonds
to be refunded arc being refunded under arrangements which immediately result in
making provision for the payment of such Bonds: and

(3) the requirements of clauses (2} and (5) of subsection (b) below, in addition
to other requirements applicable to the delivery of Additional Bonds under the 2001
Indenture, are met with respect to such refunding Bonds.

(b} Additional Senior Lien Bonds {including refunding Bonds which do not meet the
requirements of subsection (a) above) also may be tssued on a parity with Qutstanding Senior
Lien Bonds pursuant to a Supplemental Indenture, and the Bonds so issued will be secured on a
parity with such Outstanding Senior Lien Bonds, if all of the following conditions are satisficd:

(1 There has been procured and filed with the State and the Trustee either:

(A) a report by an Independent Certified Public Accountant to the
cffect that the historical related Net Revenues (for General Revenues, without
consideration of (i) amounts in the General Revenue Enhancement Account, or (ii) gifts
or grants or expenditures of such gifts or grants) for cach of the two most recent audited
Fiscal Years, were equal to at least 120% (for PFC Revenue Bonds secured only by a
Senior Lien on PFC Revenues, 100% or such other percentage which may be specified in
a Supplemental Indenture with respect to Outstunding PFC Revenue Bonds) of the
Maximum Annual Debt Service Requirement on all related Senior Lien Bonds which will
be Outstanding immediately after the issuance of the proposed Additional Bonds and
sccured on a parity therewith, or
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(BY  aoeport by an Airport Consultant to the effect that in each Fiscal
Year of the Forecast Penod the torecasted refated Net Revenues (for General Revenucs,
without consideration ot (1) any amounts in the General Revenue Enhancement Account,
or (1) gifts or grants or expenditures ot such gifis or grants) are expected to equal at least
125% ttor PFC Revenae Bonds secured only by i Senior Lien on PFC Revenues, 100%,
or such other percentage which mav be specificd in a Supplemental Indenture with
respect 1o Outstanding PFC Revenue Bonds) of the Maximom Annual Debt Service
Reguirement on all Senior Lien Bonds which will be Outstanding immediately after the
1ssuance of the proposed Addional Bonds and secured on a parity therewith,

The report by the Independent Certitied Public Accountant that is required by clause
(D DAY above may contin pro torma adjustments to historieal related Net Revenues equal to
100% of 1he mereased annual amount aitributable o any revision 1n the schedule of rates, fees.
and charges for the services and facihtics turnished by the Airport. imposed prior to the date of
delivery of the proposed Additional Bonds and oot fullv reflected in the historical related Net
Revenues actually recetved during such historical period used. Such pro forma adjustments, it
any, must be based upon a repont of an Aiport Consultant as to the amount of related Revenues
which would have been recetved durning such period had the new rate schedule been in effect
throughout such penod.

[n connection with the 1ssuance by the State of PFC Revenue Bonds secured only by a
Senior Lien on PEC Revenues, the State must specity in the related Supplemental Indenture the
percentage applicable to the issuance of additional PFC Revenue Bonds for purposes of clauses
{A) and (B) above winder “Addiional Semor Lien Bonds:” provided that, each Rating Agency
with a Rating then :n etfect with respect o the Airport (without regard to any Credit Facility
then in effect with respect to any Bonds) shall indicate in writing to the State that the use of
such percentage tor purposes of clauses (A) and (B} above under “*Additional Senior Lien
Bonds™ will not, by itselt, result in a reduction or withdrawal of such Rating.

(2) The State has received and delivered to the Trustee, at or before issuance
of the Additional Bonds. a report from an independent Certified Public Accountant to the
etlect that the payments required to be made into each account or subaccount of the Debt
Scrvice Fund have been imade and the balance in each account or subaceount of the Debt
Service Fund and the Debt Service Reserve Account (o the extent that amounts are
required 10 be on deposit thereind s not less than the balance required by the 2001
Indenture as of the date of ssuance of the proposed Additional Bonds.

(3} If Sentor Lien Bonds which are to be secured on a parity with such
Additional Bonds are secured by amounts on deposit in a subaccount of the Debt Service
Reserve Account, the Supplemental Indenture authonizing the proposed Additional Bonds
must require (1) that the amount to be accumulated and maintained in such subaccount of
the Debt Service Reserve Account, or in another subaccount of the Debt Service Reserve
Account relating (0 such Addinenal Bonds, be increased o not less than 0% of the
Debt Service Reserve Requirement computed on a basis which includes ali Senior Lien
Bonds which will be Outstanding and secured on a parity with the Additional Bonds
mmediately after the ssuance ot the proposed Additional Bonds and (i) that the amount
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of such increase be deposited in such subaccount on or before the date and at least as fast
as the rate specified in the 2001 Indenture.

(4) The Supplemental Indenture avthorizing the proposcd Additional Bonds
must require the proceeds of such proposed Additional Bonds to be used solely to make
capital improvements to the Atrport, to fund interest on the proposed Additional Bonds,
to refund other obligations issued for such purposes (whether or not such refunding
Bonds satisfy the requirements of subsection (a} above), and to pay expenscs mcidental
thereto and to the issuance of the proposed Additional Bonds.

(3) If any Additional Bonds would bear interest at a Vartable Rute. the
Supplemental Indenture under which such Addinonal Bonds are issued provides a
maximum rate of interest per annum which such Addmonal Bonds may bear,

(c) Additional Senior Lien Bonds (including refunding Bonds which do not meet the
requirements of subsection (a) above) which will not be secured on a parity with any
Outstanding Senior Lien Bonds (because therc are none with a Sentor Lien on such Revenues)
may be issued, and the Bonds so issued will be Senior Licn Bonds, if all of the conditions of the
2001 Indenture are satisfied.

(d) Obligations which would be Other Airport Obligations but for the exisience of a
Senior Lien on a category of Revenues securing such obligations may be issued and so secured,
and thereafter will be treated as Semior Lien Bonds, if all of the conditions of the 2001 Indenture
are satisfied treating such obligations as Additional Bonds and the issuance and security
documents therefor as Supplemental Indentures.

(e) If the Additional Scnior Lien Bonds are to have Semor Liens on more than one
category of Revenues, the requirements of subsection (b)(1) above must be met with respect to
each category of Revenues to the extent that such category of Revenues is pledged to secure such
Additional Senior Lien Bonds.

(H Additional Senior Lien Bonds may be issued to refund any portion or all of the
outstanding Series 1992 Bonds at maturity, upon redemption in accordance with their terms,
upon defeasance, or upon payment or redemption with the consent of the owners of such Series
1992 Bonds, and the Bonds so issued will be Senior Lien Bonds secured on a parity with the
Bonds, if all of the following conditions are satisfied:

() the State has obtained and delivered to the Trustee a report from an
Independent Certified Public Accountant demonstrating that the refunding will reduce the
total aggregate debt service payments on Qutstanding Senior Lien Bonds secured by a
Senior Lien on General Revenues and on the Series 1992 Bonds (3f any) to remain
outstanding under the Prior Indenture, including pavments on related Contracts, all on a
present value basis; or

(2) as an altcrnative to, and in lieu of, satisfying the requirements of (1}, all

Series 1992 Bonds are being refunded under arrangements which immediately result in
making provision for the payment of such Sertes 1992 Bonds: and
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(3) the requirements of issuing Additional Bonds under the 2001 [ndenture
and subsections {b)(2} and (3) above under “Additional Bonds™ arc met with respect to
such refunding Bonds.

Additional Subordinare Lien Bonds. (a) Bonds also may be issued on a Subordinate Lien
basis pursuant to a Supplemental Indenture. payable from, unless such Bonds arc to be secured
by PFC Revenues. moneys which otherwise would be deposited in the General Airport Fund, and
the Bonds so 1ssued will constitute Subordinate Lien Bonds, if all of the following conditions are
satisfied:

(1) The Supplemental Indenture authorizing the Subordinate Lien Bonds
provides that such Subordinate Lien Bonds wilt be junior and subordinate in lien and
right of payment (A) directly. to any Outstanding Senior Lien Bonds or Senior Licn
Bonds issucd in the future which have a Senior Lien on a category of Revenues as to
which such proposed Additional Bonds have a Subordinate Lien, and (B) indirectly {(as a
result of the requirements in the 2001 Indenture, to withdraw certain amounts at certain
times from subaccounts related to Subordinate Lien Bonds). to any other Outstanding
Scaior Lien Bonds or Senior Lien Bonds 1ssued in the future.

(2)  The Supplemental Indenture authorizing the Subordinate Lien Bonds.
unless such Bonds are to be secured by PFC Revenues, establishes funds and accounts for
the moneys which would otherwise be deposited in the General Airport Fund, to be used
to pay debt scrvice on the Subordinate Lien Bonds, to pay Hedge Payments under related
Hedge Agreements, and to provide reserves therefor. If Suberdinate Lien Bonds are to be
secured by PFC Revenues, the Supplemental Indenture establishes funds and accounts for
the moneys securing such Bonds. to be used to pay debt service on such Bonds. to pay
Hedge Payments under related Hedge Agreements, and to provide reserves therefor.

(H The requirements of clauses (4} and (5) of subsection (b) under
“Additional Senior Lien Bonds™ above, in addition to other requirements applicable to
the delivery of Additional Bonds under the 2001 Indenture. are met with respect to such
Subordinate Lien Bonds.

In connection with the issuancce by the State of Subordinate Lien Bonds, each Rating
Agency with a Rating then in effect with respect to the Airport (without regard to any Credit
Faciliiy then in effect with respect to any Bonds) shall indicate in writing to the State that the
issuance of such Subordinate Licn Bonds will not. by itself. result in a reduction or withdrawal of
such Rating.

(b} o the event of any insolvency or bankruptcy proceedings, and any receivership.
liquidation, reorganization, or other similar proceedings in connection therewith, relative to the
State or the Airport or to s creditors, as such, or to its property, and n the cvent of any
proceedings for voluntary liquidation. dissolution. or other winding up of the State or the
Aimport, whether or not involving insolvency or bankruptcy. the owners of all Senior Lien Bonds
then Qutstanding and parties to related Contracts or Hedge Agreements will be entitled to receive
payment (n full of all principal and interest due on all such Senior Lien Bonds and related
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Contracts or Hedge Agreements in accordance with the provisions of the 2001 Indenture and
related Contracts or Hedge Agreements before the owners of any Subordinate Lien Bonds having
a Subordinate Lien on a category of Revenues as to which such Senior Lien Bonds have a Senior
Lien or related Contracts or Hedge Agreements are entitled to receive any payment from the
Pledged Revenues or the amounts held in the funds and accounts created under the 2001
Indenture on account of principal of, prentium, if any. or interest on the Subordinate Lien Bonds
or related Contracts or Hedge Agreements.

(c) In the event that any ot the Subordinate Lien Bonds are declared due and payable
hefore their expressed maturities because of the occurrence of an event of default (under
circumstances when the provisions of subsection (b} immediately above will not be applicable).
no owners of such Subordinate Lien Bonds or parties to related Contracts or Hedge Agreements
may receive any accelerated payment from the Pledged Revenues or the amounts held in the
funds and accounts created under the 2001 Indenture of principal of, premium, if any. or interest
on such Subordinate iien Bonds, payments on related Contracts or Hedge Payments under
rclated Hedge Agreements, until the owners of all Sentor Lien Bonds OQutstanding having a
Senior Lien on a category of Revenues as to which such Subordinate Lien Bonds have a
Subordinate Lien and partics to related Contracts or Hedge Agreements have reecived payment
in full of all principal und interest on all such Scenior icen Bonds and all payments on related
Contracts or Hedge Agreements.

(d) If any Event of Default has occurred and iz continuing (under circumstances when
the provisions of subsection (b) immediately above will not be applicable). the owners of all
Senior Lien Bonds then Outsianding and parties to related Contracts or Hedge Agreements will
be entitfed to receive payment in full of all principal and nterest then due on all such Senior Lien
Bonds and related Contracts or Hedge Agreements betore the owners of the Subordinste ien
Bonds or parties to related Contracts or Hedge Agreements are entitled to receive any pavment
from the Pledged Revenues or the umounts held m the funds and accounts created under the 2001
Indenture of principal of. premium, 1f any, or interest on the Subordinate Lien Bonds or
payments under related Contracts or Hedge Agreements.

(el Obligations which would be Other Airport Obligations but for the existence of a
Subordinate Lien on a category of Revenues securing such obligations may be issued and so
securcd, and thereafter will be wreated as Subordinate Lien Bonds, 1if all of the conditions of
subscctions (a) through (d) immediately above are satisfled treating such obligations as
Subordinate Lien Bonds and the issuance and security documents theretor as Supplenicntal
Indentures.

Additional Special Purpose Revenue Bonds: flvhrid Bonds, Gther 1irport Obligations.
Additional Special Purpose Bonds may be issued after compliance with any requirements
therefor set forth in any Supplemental [ndenture related to such Bonds or Outstanding Special
Purpose Bonds which will be secured on a parity with such Additional Special Purpose Bonds.

Bonds may be issued which are Hybrid Bonds. 11, to the extent such Bonds will have a

Senior Lien on a category of Revenues, the applicable requirements of the 2001 Indenture are
met and. to the extent such Bonds will have a Subordinute Licn on a category of Revenuws, the
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spplicable requirements of the 200! Indenture are met. The Bonds so issued will be treated as
Subordinate Lien Bonds for purposes of the 2001 Indenture provided such trcatment will not be
applicable it an Event of Default has occurred with respect to Bonds that have a parity Senior
Lien on the same category of Revenues as the Senior Lien on the same category of Revenucs
sccuring such Hybrid Bonds.

Hybnd Bonds which have no liens on a category of Revenues and Other Airport
Obligations {other than obligations treated as Senior Lien Bonds or Subordinate Lien Bonds
pursuant to the 2001 Indenture) may not be accelerated for purpeses of being paid from
Revenues and, upon an event described in clause (b) above under “Additional Subordinate Lien
Bonds.” or an Event of Default, may not be paid from Revenues until the owners of all Senior
Lien Bonds, Subordinate Lien Bonds and related Contracts or Hedge Agreements have been paid

in full.

Released Revennes; Securitizations. A separable category or portion of revenucs.
income, receipts and money relating to a definable service, facility or program of the Airport
may be withdrawn from General Revenues and thereafter treated as Released Revenues for all
purpoeses, including the security for Released Revenue Bonds, if all of the following conditions
are met:

(1) Filimg with the State and the Trustee of a report of an Independent
Certified Public Accountant to the effect that historical Net General Revenucs,
determined excluding the category of Revenues proposed to become Released Revenucs
and without consideration of any amounts in the General Revenue Enhancement
Account, for each of the two most recent audited Fiscal Years prior to the date of such
report were equal to at least 150%., of the Maximum Annual Debt Service Requirement
on all General Revenue Bonds which will be Qutstanding after the category of Revenues
becomes Released Revenues:

{23 Rating Ageney contirmation that the ratings on the respective Outstanding
General Revenue Bonds will not be reduced as a result of such withdrawal ot Released
Revenues:

(3) Filing with the State and the Trustee of a written request of an Authorized

Officer to release such category of Revenues. accompanied by a written certificate of the
Authorized Officer and certitving the State is 1n compliance with alt requirements of the
2001 ndenture: and

(4} Either the report deseribed in clause (1) above must include statements to
the etftect that, or there must be filed a separate report of an Independent Certified Public
Accountant to the eftect that. there are sufficient internal accounting and fiscal operations
management practices in place at the Awport to provide an adequate basis for the
additional uccounting and related procedures required as a result of the release of
revenues from General Revenues and the subsequent treatment therecof as Released
Revenues.

n-1-42



Upon compliance with the provisions described above, Released Revenues may be sold,
leased or loaned to a related or unrelated Person in a securitization or other similar transaction
wherein the State either receives the current estimated or present value calculated value of such
Released Revenues or expects to receive a fee or other denominated amounts for the lease or
loan of such Released Revenues.

For purposes of the 2001 Indenture, for so long as the Parking Lease remains in effect,
the Series 2000 Garage Bonds are Released Revenue Bonds, the parking facilities at the Aiport
are Released Revenue Facilities and the gross revenues derived from such parking facilities are
Released Revenues, all without otherwise complying with the requirements of the 2001
Indenture. Amounts payable to the State, however, mn accordance with the Parking Lease
(including guaranteed minimum payments and additional payments) arc General Revenues of the
Airport, subject to the provisions of the Prior Indenturc.

Special Purpose Facilities. Facilities at the Airport may be designated by the State as
“Special Purpose Facilities™ by the filing with the State and the Trustee of a certificate of an
Authorized Officer with respect thereto if such facilities meet the definition of Special Purpose
Facilities in the 2001 Indenture, At the date of cxccution of the 2001 Indenture. there are no
“Special Purpose Facilities.”

Accession of Subordinate Lien Bonds and Related Contracts to Senior Lien Status. By
proceedings authorizing Subordinate Lien Bonds or a licn permitted by the 2001 Indenture, the
State may provide for the accession of such Subordinate Lien Bonds and related Contracts to the
status of complete parity with any Senior Lien Bonds and related Contracts with a licn on the
same category of Revenues if, as of the date of accession, the conditions of 2001 Indenture are
satisfted. on a basis that includes all Outstanding Senior Lien Bonds with a lien on the same
category of Revenues and such Subordinate Lien Bonds. and if on the date of accession:

(a) The subaccount of the Debt Service Reserve Account, if any, relating to the
Senior Lien Bonds contains an amount equal to the Debt Service Reserve Requirement computed
on a basis that includes all Outstanding Senior Lien Bonds with a lien on the same category of
Revenues and such Subordinate Lien Bonds; and

{b) The accounts of the Debt Service Fund contain the amounts which would have
heen required to be accumulated therein on the date of accession if the Subordinate Lien Bonds
had originally been issued as Senior Lien Bonds with a lien on the same category of Revenues.

Credit Facilities and Hedge Agreements. In conncection with the issuance of any Bonds,
the State may obtain or cause to be abtained one or more Credit Facilities providing for payment
of all or a portion of the principal of, premium, if any, or interest due or to become due on such
Bonds, providing for the purchase of such Bonds by the Credit Issuer, or providing funds for the
purchase of such Bonds by the State. In connection therewith the State will enter into Credit
Facility Agreements with such Credit Issuers providing for. among other things, (i) the payment
of fees and expenses to such Credit Issuers for the issuance of such Credit Facilitics: (i) the
terms and conditions of such Credit Facilities and the Bonds affected thereby: and (iii} the
security, if any, to be provided for the issuance of such Credit Facilities. The State may secure
any Credit Facility by an agreement providing for the purchase of the Bonds secured thereby
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with such adjustments to the rate of interest, method of determining interest, maturity, or
redemption provisions as are specified by the State in the applicable Supplemental Indenture.
The State may in a Credit Facility Agreement agree to directly reimburse such Credit Issuer for
amounts paid under the terms of such Credit Factlity, together with interest thereon; provided,
however, that no Reimbursement Obligation will be created for purposes of the 2001 Indenture
until amounts are paid under such Credit Facility., Any such Reimbursement Obligation will be
deemed to be a part of the Bonds to which the Credit Facility relates which gave rise to such
Reimbursement Obligation, and references to principal and interest payvments with respect to
such Bonds will include principal and interest (except for Additional Interest and principal
amortization requircments with respect o the Reimbursement Obligation  that are more
accelerated than the amortization requirements for the related Bonds. without acceleration} due
on the Reimbursement Obligation incurred as a result of payment of such Bonds with the Credit
Facility.  All other amounts payable under the Credn Facility Agreement (including any
Additional Interest and principal amortization requirements with respect to the Reimbursement
Obligation that are more accelerated than the amortization requirements for the related Bonds,
without acceleration} will be fully subordinate to the payment of debt service on the related class
of Bonds. Any such Credit Facility will be for the benefit of and secure such Bonds or portion
thereof as specified in the applicable Supplemental Indenture. Notwithstanding the other
provisions hereof, the State’s obligations under a Credit Facility which requires the Credit Issuer
to make all interest payments duc on the Bonds may be secured to the extent of such amounts by
a pledge of, and hen on, the Pledged Revenues on a parity with the lien created by the 2001
Indenture to secure the related Bonds, or may be wholly or partially subordinate in lien and right
of payment to the payment of the Bonds, as determined by the State.

In connection with the issuance ot any Bonds or at any time thereafter so long as such
Bonds remain Outstanding, the State may enter into Hedge Agreements with Qualified Hedge
Providers. and no other providers. with respect o any Bonds. The State will authorize the
execution, delivery. and performance of cach Qualified Hedge Agreement in a Supplemental
Indenture, in which it will designate the related lledged Bonds. The State’s obligation to pay
Hedge Payments on a Qualified Hedge Agreement may be secured by a pledge of. and lien on,
the Pledged Revenues on a parity with the lien created by the 2001 Indenture to secure the
related Hedged Bonds. or may be wholly or partially subordinate in lien and right of payment to
the payment of the Bends. as determined by the State.

Defeasance

[t (i) the State pays all of the Outstanding Bonds. or causes them to be paid and discharged.
or if there otherwise will be paid to the Lolders of the Outstanding Bonds, all the Debt Service
Requirements due or to become due thereon. and (10) provision also is made for the payment of all
other amounts payable under the 2001 Indenture, including all fees and expenses of the Trustee,
then the 20001 Indenture will cease, wrminate and become null and void (except for those provisions
described below).

Thercupon, and subject to the provisions below, tf applicable. (i) the Trustee wall release the
2001 Indenture (except for those provisions surviving by reason of the provisions below in the event
the Bonds are deemed paid and discharged pursiant to the 2001 Indenture) and will sign and deliver
to the State any instruments or documents in writing as required to evidence that release and

[D-1-44



discharge or as reasonably may be requested by the State. and {11} the Trustee and any other Paying
Agents will assign and deliver to the State any property then subject to the fien of the 2001
Indenture and which then may be in their possession, except amounts in the Debt Service Fund or
other funds or accounts required (o be held by the Trustee and the Paying Agents under the 2001
Indenture or otherwise for the payment of the Debt Service Requirements.

All or any part of the Bonds or any senes of Bonds will be deemed to have been paid and
discharged within the meaning of the 2001 Indenture, (f: (a} the Trustee as paving agent or any
Paying Agents receive, in trust for and irrevocably committed thereto, sufficient cash. or (b) the
Trustee receives, in trust for and irrevocably committed thereto. Government Obligations that are
certified by an independent public accounting firm or verification firm of nattonal reputation to be
of such maturities or redemptton dates and interest payment dates. and to bear such interest, as will
be sufficient together with any money to which reference 15 made in the 2001 Indenture, without
further investment or reinvestment of either the principal amount thereof or the interest eamings
therefrom {which earnings are to be held likewise in trust and so committed, except as provided in
the 2001 Indenture) for the payment cf all the Debt Service Requirements on those Bonds, at their
maturity or redemption dates, as the case may be, or if a default in payment has occurred on any
maturity or redcmption date, then for the payment of all the Debt Service Requirements thereon to
the date of the tender of payment. provided that if any of those Bonds are to be redeemed prior to
the maturity thereof, notice of that redemption will have been duly given or irrevocable provision
satistactory to the Trustee will have been duly made for the giving of that notice.

Any money held by the Trustee, as described above. may be invested by the Trustee only in
Government Obligations having maturity dates, or having redemption dates which, at the option of
the holder of those obligations, will be not fater than the date or dates at which money will be
required for the purposes described above. To the extent that any income or interest earned by, or
increment to, such investments 1s deternined from time to time by the Trustec to be in excess of the
amount required to be held by the Trustee for such purposes, that mcome, interest or increment will
be transterred at the time of that determination to the State tree of any trust or lien.

Prior to any discharge of Bonds under the 200] Indenture being effective, there must be
delivered to the Trustee and the State a Favorable Opinion of Bond Counsel with respect to such
discharge.

If any Bonds are deemed paid and discharged pursuant to the 2001 Indenture, the Trustee
will causc a written notice to be given within 15 days after such Bonds are so deemed paid and
discharged to cach Holder as shown on the Register on the date on which such Bonds are decmed
paid and discharged. Such notice wili state the numbers of the Bonds deemed patd and discharged
or state that all Bonds of a particular senies are deemed patd and discharged. set forth @ description
of the obligations held pursuant to the 2001 Indenture and specify any date or dates on which any of
the Bonds are to be called for redemption pursuant to notice of redemption given or irrevocable
provisiens made for such notice pursuant to the 2001 Indenture. The State may reserve the nght to
substitute obligations held pursuant to the 2001 Indenturc with other obligations meeting the
requirements of the 2001 Indenture, provided that such notice must state that the State has reserved
such right: provided further that, pricr to such substitution. there will be delivered to the State and
the Trustee a Favorable Opinton of Bond Counsel with respect to such substitution.
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Notwithstanding the forcgoing, any provisions of the Supplemental Indenture and the 2001
Indenture that relate to the maturity of Bonds: the interest payments and dates thereof; the optional
and mandatory redemption provisions; the credit against mandatory sinking fund requirements: the
exchange, transfer and registration of Bonds; the replacement of mutilated, destroyed. lost or
wrongfully taken Bonds; the safekeeping and cancellation of Bonds: the non-presentment ot Bonds;
the holding of money in trust; the payment or reimbursement of fees, charges and expenses of the
Trustee, Bond Registrar and any Paying Agents and authenticating agents; the repayments to the
State from the Debt Service Fund; covenants with respect 10 maintaming tax status of the Bonds:
any provisions relating to the receipt or application of PFC Revenues required to semain in effect
as a matter of fedcral law; the duties of the State. the Trustee, the Paying Agent and the Bond
Registrar in connection with all of the foregoing: and the Trustee’s rights described in the 2001
Indenture, will remain in effect and be binding upon the State, the Trustee. the Bond Registrar. the
authenticating agents, the Paying Agents and the Holders notwithstanding the reiease and discharge
of the 2001 Indenture. The provisions of the 2001 Indenture relating to defeasance will survive the
release, discharge and satisfaction of the 2001 Indenture.

The Trustee

in case a default or an Event of Default has occurred and is continuing under the 2001
Indenture (of which the Trustee has been notified, or is deemed to have notice), the Trustee will
exercise those rights and powers vested in it by the 2001 Indenture, and witl use the same degree of
care and skill in their exercise as a prudent man would exercise or use under the circumstances in
the conduct ot his own affairs.

The Trustee will not be rcquired to take notice, and will not be deemed to have notice, of
any default or Event of Default under the 2001 Indenture except Events of Default described in
paragraphs (a) and (b) under “Defaults and Remedies — Events of Default” below, unless the
Trustee has actual notice thereof or 1s notified specifically of the default or Event of Default in a
written instrument or document delivered to it by the State or by the Holders of at least 25% of the
aggregate principal amount of the Senior Lien Bonds then Owutstanding. In the absence of delivery
of a notice satisfying those requirements, the Trustee may assume conclusively that there is no
default or Event of Default, except as noted above. As used in the 2001 Indenture, the Trustee will
be deemed to have “knowledge™ of a particular fact or event if an officer or administrator of the
Trustee’s corporate trust administration is deemed to have notice as described above or has actual
knowledge thereof.

Before taking action under the 2001 Indenture, the Trustee may require that a satisfactory
indemnity bond be fumished to it by the State or the Holders for the reimburscment of all
reasonable and nccessary out-of-pocket expenses (including reasonable counsel fees) that it may
incur and to protect it against all hability by reason of any action so taken, except liability that is
adjudicated to have resulted from its negligence or willful default.
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in the event that payment of principal of or interest on any Bonds is secured by any Credit
Facility, the Trustee will take such actions as require nominal expenditure of moneys by it to secure
payment pursuant to the terms of such Credit Facility.

The Trustee may resign at any time from the trusts created by the 2001 Indenture by giving
prior written notice of the resignation to the State, Bond Registrar, any Paying Agents and any
authenticating agents and by mailing written notice of the resignation to the Holders as their names
and addresses appear on the Register at the close of business three days prior to the mailing. The
resignation will take effect only upon the appointment of a successor Trustee and the acceptance by
the successor Trustee of the dutics of the Trustee under the 2001 Indenture.,

The Trustee may be removed at any time by an instrument or document or concurrent
instruments or documents in writing delivered to the Trustee, with copies thereof mailed to the
Staie, Bond Registrar, any Paying Agents and authenticating agents and signed by or on behalf of
the Holders of not less than a majority in aggregate principal amount of the Senior Lien Bonds then
Outstanding.

The Trustee also may be removed at any time for any breach of trust or for acting or
proceeding n violation of, or for failing to act or proceed in accordance with, any provision of the
2001 Indenturc with respect to the duties and obligations of the Trustee by any court of competent
jurisdiction upon the application of the State, or the Holders of not less than 20% in aggregate
principal amount of the Senior Lien Bonds then Outstanding under the 2001 Indenture.

Any removal of a Trustee under the 2001 Indenture will take effect only upon the
appointment of a successor Trustee and the acceptance by the successor Trustee of the duties of the
Trustee under the 2001 Indenture.

Any successor Trustee appointed pursuant to the 2001 Indenture must (i) be a trust company
or a bank having the powers of a trust company, (it) be in good standing within the State, (1ii) be
duly authonzed to exercise trust powers within the State, (1v) be subject to examination by federal
or state authorities, (v) be willing to accept the trusteeship under the terms and conditions of the
2001 Indenture, and (vi) have an unimpaired reported capital and surplus of not less than
$50,000,000.

Defaults and Remedies

Evenis of Default. The occurrence of any of the tollowing events is defined as and declared
to be and to constitute an Event of Default under the 2001 Indenture:

(ay Failure to pay Interest on any Senior Lien Bond or under any related Contract
wher and as thar mierest will become due and payable;

{b) Failure to pay the principal of or any premium on any Senior Lien Bond when

and as that principal or premium will become due and payable, whether at stated maturity,
by redemption or otherwise:
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(c) Failure by the State to perform any obligation in respect to any subaccount in the
Debt Service Reserve Account refating to Senior Lien Bonds which default will continue for
30 days thereafter:

{d) Failure by the State te observe or perform any other covenant, agreement or
obligation of the State contained in the 2001 Indenture or in the Senior Lien Bonds or in any
related Contract and the continuation of that failure for a period of 90 days after written
notice of that failure 1s given to the State, which notice may be given by the Trustee in its
discretion and will be given by the Trustee at the wntten request of the Holders of not less
than, or a Credit Issuer sccuring not less than, 25% in aggregate principal amount of Senior
Lien Bonds then Outstanding: provided that 1f the failure 1s other than the payment of
money and is of such nature that it can be corrected but not within the applicable period,
then that failure will not constitute an Event of Default so long as the State institutes
curative action within the applicable period and diligently pursues that action to completion;

(e) Occurrence of an Event of Default under any Supplemental Indenture relating to
Senior Lien Bonds or any related Contract;

() Failure by any Credit [ssuer to pay the purchase price of Senior Lien Bonds
under any Credit Facility then in effect:

(g) Delivery to the Trustee by a Credit [ssuer of written notice stating that an “Event
of Default” has occurred under any Credit Facility Agreement relating to Senior Lien
Bonds: or

(h)y Delivery to the Trustee by a Qualtfied Hedge Provider of written notice stating
that an “Event of Default”™ has occurred under any Hedge Agreement;

provided if the Event of Detault relates solely to Bonds or related Contracts related to a particular
category of Revenues and no other event has occurred which, with the lapse of time or the delivery
of notice or both. could become an Event of Default with respect to any other Bonds or related
Contracts then Outstanding, such Fiyent of Defaudt will be deemed to apply solely to the related
Bonds and Contracts and the provisions of the 2001 Indenture will otherwise remain in ful! force
and effect with respect to all other Bonds and related Contracts,

The term “default”™ or “fulure™ as used in the 2001 Indenture means a default or failure by
the State in the observance or performance of any of the covenants. agreements or obligations on 1its
part 1 be observed or performed contained in the 2001 Indenture or in the Sentor Lien Bonds or
related Contracts. exclusive of any penod of grace or nottce required to constitute a detiauit or
failure as an Event of Default. as provided above.

Notwithstanding the foregoing. if, by reason of Force Majeure, as detined m the 2001
Indenture, the State 15 unable to observe or pertorm anv covenant, agreement or obligation that
would give rise to an Event of Detault under the 2001 [ndenture. the State will not be deemed in
default during the continuance of such mability, However, the State promptly will give notice to the
Trustee of the existence of an event of Force Majeure and will use its best efforts 10 remove the
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effects thereof; provided that the settiement of strikes or other such disturbances will be entirely
within its discretion.

Notice of Default.  1f an Event of Default occurs, the Trustee will give written notice of the
Event of Default, by registered or certified mail, to the State, the Bond Registrar, every Paying
Agent and authenticating agent and each party to a related Contract within five days after the
Trustee has knowledge of the Event of Default. If an Event of Detault occurs of which the Trustee
has notice pursuant to the 2001 Indenture, the Trustec will give written notice thereof. within 30
days after the Trustee’s receipt of notice of its occurrence, to the Holders of all Senior Lien Bonds
then Outstanding as shown by the Register at the close of business 15 days prior to the mailing of
that notice; provided that, except in the case ot a default in the payment of the principal of or interest
or any premium on any Bond or in the payment of any Debt Service Fund Requirements, the
Trustee will be protected in withholding such notice 1f and so long as the Trustee in good faith
determines that the withholding of notice 1o the Holders is in the interests of the Holders.

Remedies. Subject to the provisions of the 2001 Indenture permitting waivers of Events of
Default, upon the occurrence and continuance of an Event of Default, the Trustee may pursue any
available remedy to enforce the payment of the Debt Service Requirements or the observance and
performance of any other covenant, agreement or obligation under the 2001 Indenture, any Credit
Facility or any other instrument providing security, directly or indirectly, for the Senior Lien Bonds.

If, upon the occurrence and continuance of an Event of Default, the Trustee i1s requested so
to do by the Holders of at least 25% in aggregate principal amount of Senior Lien Bonds then
Outstanding, the Trustee (subject to the provisions of the 2001 Indenture relating to the rights and
obligations of the Trustec and permitting waivers of Events of Defaults, and to any direction by the
I lolders of a majority of the aggregate principal amount of the Senior Lien Bonds then Qutstanding
as to the method and place of conducting proceedings to be taken in connection with the
enforcement of the terms and conditions of the 2001 Indenture} is required to exercise any rights
and powers conferred by the 2001 Indenture,

From and after an Event of Default, notwithstanding the other provisions of the 2001
Indenture, deposits into the Bond Service Account and the Payments Account will be made monthly
in an ameount equal to the pro rata amount required to be on deposit in such Account on the next
date on which a payment from such Account is required to be made. determined as of the date of
such Event or Default or. if later, the date of the preceding payment.

Anything to the contrary in the 2001 [ndenture notwithstanding, the Holders of a majority in
aggregate principal amount of Senior Licn Bonds then Outstanding will have the right at any time to
direct, by an instrument or document or instruments or documents in writing signed and delivered to
the Trustec. the method and place of conducting all proceedings to be taken in conncction with the
enforcement of the terms and conditions of the 2001 Indenture or any other proceedings under the
2001 Indenture: provided that (1) any direction will not be other than in accordance with the
provisions of law and of the 2001 Indenture, (ii) any direction will be subject to the provisions of the
2001 [ndenture, and (i11) the Trustee may take any other action that it deems to be proper and that is
not inconsistent with the direction.
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If an Event of Default occurs and continues, the Trustee will be entitled, as a matter of right
and to the extent permitted by applicable law. to the appointment of a receiver for all or any part of
the Airport and all of the Pledged Revenues. and the State consents to the appointment of such a
receiver and covenants not to oppose any such appointment.

Application of Money. I an Event of Default occurs and has not been remedicd, the Trustee
will apply all Pledged Revenues as follows and n the following order of priority (subject to clause
(e) below):

(a) Fees, Expenses and Advances of Trustee and any Payving Agent and the
Bond Registrar — to the payment of any fees of, and of all costs, expenscs, liabilities and
advances paid, incurred or made by the Trustee and any Paying Agent and the Bond
Registrar in the collection of money pursuant to any right given or action taken under the
provisions of the 2001 Indenture (including, without limutation, reasonable atiorneys’ fees
and expenses. except as limited by law or judicial order or deciston entered in any action
taken under the 2001 Indenture), provided that the amounts payable under this clause {a), if
related to a particular series and therefore to a particular category of Revenues, will be paid
first from such category and second from other categories of Revenues in amounts as
determined by the Trustee, and if not so related to a particular series or category of
Revenues, then from all Revenues as determined by the Trustee:

(b) Operating Expensces and Renewals and Replacements — then, withtn cach
category of Revenues. to the payment of all reasonable and necessary related Operating
Expenses and major renewals and replacements to the related tacilities at the Airpont.

{c) Principal or Redemption Price, Interest on Senior Lien Bonds and Payments
on related Contracts — then, within cach category of Revenues, to the payment of the interest
and principal or redemption price then due on the related Senior Lien Bonds and payments
then due under related Contracts. all such moneys to be applied as follows:

first: to the payment to the Holders entitled thereto of all installments of
interest then duc on the Sentor Lien Bonds, in the order of the maturity of such
installments (with interest on defaulted installments of interest at the rate or rates
horne by the Senior Lien Bonds with respect to which such interest is due, hut only
to the extent permitted by law). and, if the amount available will not be sufficient to
pay in full anv particular instaliment. then to the payment ratably, according to the
amounts due on such installment. to the llolders entitled thereto, without any
discnimination or preference. It some of the Senior Lien Bonds bear interest payable
at different intervals or upon different dates and it at any time moneys from the Debt
Service Reserve Account must be used to pay any such interest, the moneys in the
Debt Service Reserve Account will be applied (to the extent necessary} to the
payment of all interest falling due on the dates upon which such interest is payable to
and including the date six months after the date of application of such moneys.
After such period, moneys in the Debt Service Reserve Account plus any other
moneys available for such purpose in the Bond Service Account will be set aside for
the payment of interest on Senior [ien Bonds of cach class (a class consisting of all
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Senior Lien Bonds payable as to interest on the same dates) pro rata among Senior
Licn Bonds of the various classes on a daily basis so that there accrues to each
Holder of a Senior Licn Bond throughout cach Fiscal Year the same proportion ol
the total interest payable to such Holder of a Semer Lien Bond as so accrues to every
other Holder of a Senior Lien Bond during the Fiscal Year. As to any Compound
Interest Bond which is a Senior Lien Bond. such interest will accrue on the Accreted
Value of such Bond and be set aside on a daily basis until the next compounding
date for such Bonds, whereupon it will be paid to the Holder of such Bond as
interest on a defaulted obligation and only the unpaid portion of such mterest (if any)
will be treated as principal of such Bonds.

second: to interest portions of Reimbursement Obligations related to Sentor
Lien Bonds pursuant to the terms of the related Contracts.

third: to the payment to the Holders entitled thereto of the unpaid principal
of any of the Scnior Lien Bonds which will have become due at maturity or upon
mandatory redemption prior to maturity {other than Senior Lien Bonds calted for
redemption for the payment of which moneys are held pursuant to the provisions of
the 2001 Indenture), tn the order of their due dates, with interest upon such Scnior
Licn Bonds from the respective dates upon which they became due, and. if the
amount available will not be sufficient to pay in full Senior Lien Bonds due on any
particular date, together with such interest, then to the payment first of such interest,
ratably according to the amount of such interest due on such date, and then 1o the
payment of such principal, ratably according to the amount of such principal due on
such date, 10 the Holders entitled thereto without any discrimination or preference.
If some of the Senior Lien Bonds mature (1ncluding mandatory redemption prior to
maturity as a maturity) upen a different date or dates and if at any time moneys from
the Debt Service Reserve Account must be used to pay any such principai talling
due, the moneys in the Debt Service Reserve Account not required to pay interest
under paragraph first above will be applhied (o the extent necessary to the pavment of
ali principal falling due prior to the date 12 months after the date of application of
such moneys. After such peniod. moneys in the Debt Service Reserve Accoun not
required to pay interest pius any other moncys available for such purpose in the
Bond Service Account will be set aside for the payment of principi] of Senior Lien
Bonds of each class (a class consisting of all Senior Lien Bonds payable as 1o
principal on the same date) pro rata among Sentor Lien Bonds of the varnious ¢lasses
which mature or must be redeemed pursuant to mandatory redemption prior to
maturity throughout each Fiscal Year in such proportion of the total princtpal
payable on each such Senior Licn Bond as will be cqual among all classes of Senior
Lien Bonds maturing or subject to mandatory redemption within such Fiscal Year.
The Accreted Value of a Compound [nterest Bond which is a Senior Lien Bond
(except for interest which has been paid under paragraph first) will be treated as
principal for purposes of this paragraph third.



fourth:  to the payvment of the principal portions of Reimbursement
Obligations related to Semor Lien Bonds pursuant to the terms of the related
Conltracts.

fifth: to the payment of the redemption premium on and the principal of any
Senior Lien Bonds called tor optional redemption pursuant to their terms.

stxth: to the paviment of all other amounts then due on Contracts related to
Senior Lien Bonds.

() It a series of Senior Lien Bonds has a Sentor Lien on more than one category
of Revenues, payments will be made thereto under clause (¢) pro rata as to the number of
Senior Licns: provided it after such pavments amounts are owed on such Bonds and
amounts are remaning hereunder, payments thercon will be made from any category of
Revenues as to which such series has a Senior Lien. If any amounts remain after payment
under clause (¢). further paviments will be made with respect to all Subordinate Lien Bonds
and Hybrid Bonds (to the extent not already pard) upon the same order and priority as used
for Senior Lien Bonds under clanse (¢) within hen classificatons as provided i the related
Supplemental Indenture,

(e) Notwithstanding  anything else i the 2001 Indenture to the contrary.
payments made pursuant to clauses th. {¢) and (d) will be made by category of Revenues to
related Bonds such that,

(1) Amounts traceable to General Revenues are used only for General
Revenue Bonds and related Contracts:

(1) Amounts traccable to PFC Revenues are used only for PFC Revenue
Bonds and related Contracts to the extent permitted by the PFC Act and the PFC
Regulations:

(it} Amounts rmaeeable to Released Revenues are used only for Released
Revenue Bonds and related Conrracts or otherwise as permitted by the 2001
Indenture: and

(1v) Amounts not traceable to particular categonies of Revenues will be
used first as General Revenue- for purposes of this Section, then as PFC Revenues,
then as other Released Revenues, and then as Special Purpose Revenues,

(f) Whencver money is to be applied. that money will be applied at such times,
and from ume to time, as the Trustee detzrmines, having due regard for the amount of
money available for appheation ancd the likehhood of additional money becoming available
for appiication in the fiture. Whenever the Trustee will direet the application of that money,
it will fix the date upon which 1he application is to be made, and upon that date, interest wiil
cease o acerme on the amounts of mrncipal, it anyv. to be paid on that date. provided the
money ts avatlable therefor. The Trostee will give notice ot the deposit with it of any



money and of the fixing of that date, all consistent with the requirements of the 2001
Indenture for the establishment of, and for giving notice with respect to. a Special Record
Date for the payment of overdue interest. The Trustee will not be required to make payment
of principal of and any premium on a Bond to the Holder thercof, until the Bond is
presented to the Trustee for appropriate endorsement or for canceliation 1f it is to be paid
fully.

In accordance with the Act, Holders have no authority to appoint a scparate trustee to
represent them. A Holder will not have any nght to institute any suit, action or proceeding for the
cnforcement of the 2001 Indenture, for the execution of any trust under the 2001 Indenture, or for
the exercise of any other remedy under the 200! Indenture. unless:

(a) there has occurred and is continuing an Event of Default of which the
Trustee has heen notified. as provided in the 2001 [ndenture. or of which it is deemed to
have notice thereunder,

(b) the Holders of at least a majority in aggregate principal amount of Senior
l.ien Bonds then Outstanding have made written request to the Trustee and have afforded
the Trustee reasonable opportunity to proceed to exercise the remedics, nights and powers
grantcd in the 2001 Indenture or to institute the suit. action or proceeding in its own name.
and have offered indcmnity to the Trustee as provided i the 2001 Indenture, and

{c) the Trustee, for 60 days thereafter, has failled or refused to exercise the
remedies, rights and powers granted in the 2001 Indenture or to institute the suit, action or
proceeding in its own name.

Nothing in the 2001 Indenture will affect or impair. however, the right of any Holder to
enforce the payment of the Debt Service Requirements on any Bond owned by that Holder at and
after the maturity thereof, at the place, from the sources and in the manner expressed in that Bond.

Waivers of Events of Defauit. Except as otherwise provided, the Trustee will waive any
Event of Default under the 2001 Indenture and its consequences upon the written request of the
Holders of

(a) at least a majonty in aggregate principal amount of all Senior Lien Bonds
then Outstanding in respect of which an Event of Default in the payment of the Debt Service

Requirements exists, or

(b) at least 25% m aggregate principal amount of all Senior Lien Bonds then
Qutstanding, in the case of any other Event of Defauit.

Such written request will take priority over other acttons requested or authorized by the Holders.
There will not be so waived, however, any Event of Default described in the 2001 Indenture,

unless at the time of that waiver, payments of principal of and interest and premium on the Bonds
then due and payable, plus interest to the extent permitted by law on any overdue installments of
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interest at the rate borne by the Bonds in respect of which the default has vccurred, has been duly
paid or provision has been duly made thercfor by deposit with the Trustee or Paying Agents. 1f such
a walver occurs, or any suit, action or proceedings taken by the Trustee on account of any Event of
Default has been discontinued, abandoned vr determined adversely to it, then the State. the Trustee
and the Holders will be restored to their former positions and nghts under the 2001 Indenture,
respectively, No waiver or rescission will extend to any subsequent or other kvent of Default or
impair any nght consequent thereon.

Supplemental Trust Indentures

Supplemental Indentures Not Requiring Consent of Bondholders.  The State and the
Trustee, from time to time and at anyv time. subject to the conditions and restrictions in the 2001
Indenture, may enter inte one or more Suppiemental Indentures which thereatter will form a pait
of the 2001 Indenture, for any one or more or all of the tollowing purposes:

{a) to add to the covenants and agreements ot the State i thc 2001 Indenture other
covenants and agreements thereafter to be observed or 1o surrender, resirict or linut any right or
power reserved 1n the 2001 Indenture to or conferred upon the State (including but not hinited to
the right to issue Additional Bonds):

{b) ¢ make such provisions for the purpose of cunng any ambiguity, or of curing,
correcting or supplementing any defective provision contained in the 2001 Indenture. or in regard
to matters or questions arising under the 2001 Indenture, as the State may deem necessary or
desirable and not inconsisient with the 2001 [ndenture:

{c) 10 subject to the hien and pledge of the 2001 Indenture additional revenucs.
receipts, propertics, or other collateral:

(d) to evidence the appointment of successors to any depositories. Paying Agent(s).
or Bond Kegistrar{s):

te) o modify, amend or supplement the 2001 Indenture (n such manner as 1o permit
the quahification of the 2001 [ndenture under the Trust Indenture Act of 1939 or any federal
statute hereinatter v effect, and similarly to add to the 2601 Indenture such other icrms,
conditivns and provisions as may be permitted or required by such Trust Indenture Act of 1939
or similar federal stawte:

(H to make any modification or amendment ot the 2001 Indenture required in order
to make any Bonds eligible for acceptance by DTC or any stmilur holding institunon or te permt
the issuance of any Bonds or interests therein in book-entry form:

{g)  to modify anv of the provisions of the 2001 Indenture in anv respect it such
modification will not become eflective untif after all the Bonds Outstanding immediately pnior to
the effective date of such Supplemental Indenture ceases w be Ouistanding and 1t any Bonds
issued contemporancously with oc atter the effective date of such Supplemientai Indenture will
contain a speciiic reterence o the modifications contaied in such subsequent proceedings:
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(hy  to modify the provisions of the 2001 Indenture with respect to the disposition of
any moneys remaining in the Construction Fund upon the completion of any Project or 1o revise,
enlarge or reduce the definition or description of any particular Project:

(1) to create additional subaccounts or to abolish any subaccounts within any account,
or to change the amount of thc Debt Service Reserve Requirement, but not below the amount
specified in such definition:

() to modify the 2001 Indenture to permit the qualification of any Bonds for offer or
sale under the securitics laws of any state in the United States of America:

(k) to provide for the issuance of Additional Bonds or Subordinate Lien Bonds
permitted to be issued under the 2001 Indenture, including specifying matters as contemplated by
provisions of the 2001 Indenture relating to i1ssuance of Additional Bonds and applicable rate
covenant provisions and such other modification of the provisions of the 2001 Indenture relating
to such Additional Bonds or Subordinate Lien Bonds which the State deems necessary or
desirable for that purpose;

(h to make such modifications in the provisions of the 2001 Indenturc as may be
deemed necessary by the State to accommodate the issuance of the Bonds which (i) are
Compound Interest Bonds (including, but not limited to. provisions for determining the Debt
Service Requirements for such Compound Interest Bonds and for treatment of Accreted Value in
making such determination) or (1i) bear interest at a Variable Rate;

(m)  to permit the Statc to sell or assign, in whole or n part, ownership of the Airport
and/or the authority to control, operate and/or maintain the Airport to a Person authorized by the
laws of the State to assume such ownership and/or authority: provided that. (1) such Person is a
party to a Supplemental Indenture and agrees therein to observe and perform on a timely basis,
on behalf of the State, all of the obligations and agreements of the State contained 1n the 2001
Indenture that have been assigned to such Person, (i) for any Outstanding Bonds which are
assigned a Rating and which are not secured by a Credit Facility providing for the payment of
the full amount of principal and interest to be paid thereon, each Rating Agency has given
written notification 1o the State that such sale or assignment will not cause the then applicable
Rating on any Bonds to be reduced or withdrawn and (11} for any Qutstanding Bonds which are
secured by Credit Facilities providing for the payment of the full amount of the principal and
interest to be paid thereon, each Credit Issuer has consented in writing to such sale or
assignment; and

{n) to modify any of the provisions of the 200! Indenture in any respect (other than a
modification of the type described in the 2001 Indenture requiring the unanimous written consent
of the Holders); provided that (i} for any Outstanding Bonds which are assigned a Rating and
which are not sccured by a Credit Facility providing for the payment of the full amount of
principal and interest to be paid thereon, each Rating Agency has given written notification to the
State that such modification will not cause the then applicable Rating on any Bends to be
reduced or withdrawn and (11) for any Qutstanding Bonds which are secured by Credit Facilities
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providing for the payment of the full amount of the principal and interest to be paid thereon, each
Credit Issuer has consented in writing to such medification.

Any Supplemental Indenture authorized by the provisions of the 2001 Indenture may be
entercd into by the State and the Trustee without the consent of or notice to the owners of any of
the Bonds at the time Outstanding, notwithstanding any of the provisions of the 200! [ndenture.
Any such Supplemental Indenture may modify the provisions of the 2001 Indenture in such a
manner, and to such extent and containing such provisions, as the State may deem necessary or
desirable to effect any of the purposes stated above. The term “modify™ means “modify. amend
or supplement”™ and the term “modification” means “medification. amendment or supplement.”

The provisions of above and below will be interpreted by category of Revenues such that
each provision of any Supplemental Indenture will be reviewed for compliance with such
sections upon its effect on the Bonds secured by the related category of Revenucs and whether
the consent of any holders. of a majority of holders of a certain category of Bonds or the consent
of all such holders will be determined with respect to each category of Revenues. Supplemental
Indentures may be entered into containing provisions which (1) do not require the consents of
any holders, {(2) require the consents of some but not all holders of Bonds related to a category of
Revenues. (3) require the consents of some but not ail holders of Bonds related to scveral
categories of Revenues, {4) require the consents of ali holders of Bonds related to a category of
Revenues, (5) require the consents of all holders of Bonds related to several categories of
Revenues. (6) require the consents of all holders of Bonds, or (7) are covered in a combination of
some or all of clauses (1) through (6).

Supplemental Indentires Requiring Consent of Bondholders.  With the consent of the
owners of not less than a majority 1n aggregate principal amount of the Outstanding Bonds of
each class (senior and subordinate). voting separately by class. of each series of Bonds related to
an affected category of Revenucs or related Bonds. the State and the Trustee may from time to
time¢ and at any time enter into a Supplemental Indenture for the purpose of adding any
provisions to or changing in any manner or climinating any of the provisions of the 200!
Indenture or of any Supplemental Indenture: provided. however, that no such Supplemental
Indenture will: (a} extend the maturity date or due date of any mandatory sinking fund
redemption with respect to any Bond Outstanding under the 2001 Indenture: (b) reduce or extend
the time for payment of principal of, redemption premium. or interest on any Bond Qutstanding
under the 2001 Indenture: (¢) reduce any premium payable upon the redemption of any Bond
under the 2001 Indenture or advance the date upon which any Bond may first be called for
redemption prior to its stated matunty date: (d) give to any Bond or Bonds (or related Contracts)
a preference over any other Bond or Bonds {or related Contracts) not already permitted by the
2001 Indenture: (e) permit the creation of any lien or any other encumbrance on the Pledged
Revenues having a lien cqual to or pnor to the lien created under the 2001 Indenture for the
Senior Lien Bonds: (f) reduce the percentage of owners of any class of Bonds required to
approve any such Supplemental [ndenture: or (g) deprive the owners of the Bonds of the right to
payment of the Bonds or tfrom the Pledged Revenues. without. in each case, the consent of the
owners of all the Bonds then Qutstanding of the category of Bonds affected thercby, Neo
amendment may be made under the 2001 [ndenture which affects the mights or duties of any
Credit Issuer securing any of the Bonds or any Qualified tledge Provider under any Hedge
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Agreement without its written consent. The provisions of this paragraph will be strictly
construed such that Supplemental Indentures requiring the consents of owners of Bonds will be
limited to those clearly falling within one of the enumerated categories.

Notwithstanding any provision of the 2001 Indenture to the contrary, upon the issuance
of a Credit Facility to secure any Bonds and for the peried in which such Credit Facility is
outstanding. the Credit Issuer may have the consent rights ot the owners of the Bonds which are
secured by such Credit Facility pertaining to some or all of the amendments or modifications of
the 2001 Indenture, to the cxtent provided in the applicable Suppiemental Indenture.
Notwithstanding the foregoing, if a Credit Issuer is granted the consent rights of the owners af
any Bonds in a Supplemental Indenture and retuses to exercise such consent rights, either
affirmatively or negatively. then the registered owners of the Bonds securcd by the related Credit
Facility may ¢xercisc such consent rights.

Favorable Opinion of Bond Counsel. The State and the Trustee may not enter into a
Supplemental Indenture unless the State causes to be delivered to the Trustee a Favorable
Opinion of Bond Counsel with respect to such Supplemental Indenture.

Special Provisions Relating to the Bond Insurer

So long as the Bend Insurance Policy remains in effect for the Series 2001 Bonds, the
2001 Indenture provides for, among other matters, certain minimum requirements relating to the
funding and replenishment of the debt service reserve fund for the Series 2001 Bonds, the
delivery of a reserve fund surety, swap providers, variable rate indebtedness, defeasance
provisions, the rate covenant and the additional bonds test. In addition. the Bend Insurer will
have certain rights, including the following:

l. Except for the giving of notice of default to bondholders, the Bond Insurer wili be
deemed to be the sole holder of the Series 2001 Bonds for so long as it has not
failed to comply with its payment obligations under the Bond Insurance Policy.
In determining whether a payment default has occurred or whether a payment on
the Series 2001 Bonds has been made under the 2001 Indenture, no effect will be
given to payments made under the Bond Insurance Policy.

2. Any amendment or supplement to the 2001 Indenture will be subject to the prior
written consent of the Bond Insurer.

3. Any successor trustee or co-trustee must have combined capital, surplus and
undivided profits of at least $50 million. unless the Bond Insurer otherwise
approves.

4. The Bond Insurer will be provided with certain information relating to the
Airport.
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D-2 Bradley International Airport 1982 Indenture
SUMMARY OF CERTAIN PROVISIONS OF THE 1982 INDENTURE

The following  statements are summaries of certain provisions of the Bradiev
International Airport Indenture of Trust dated October 1. 1982, as supplemented in connection
with the issuance of the 1992 Refunding Bonds (as used in this Appendix D-2, the “Indenture ).
All such sunumary starements do not purport to be complete and are subject to and qualified in
their entirety by reference o the Indenture,

Definitions of Certain Terms
The tollowing are definitions of certain terms as used in the Indenture:

"dirfine” means all of the air transportation companies now or hereafter entering into
Operating Agreements.

“Adrport Improvenienis” means those improvements to be financed with the proceeds of
the Bonds,

"Amortization Reguirement” for any Bond Year (as applicd to term bonds issued under
the provisions of the Indenture), means the respective amount to be amortized for such Bond
Year as fixed by resolution of the State Bond Commission prior to the delivery of such Bonds,
The aggregate amount of such Amortizatuon Requirements for the term bonds of any series is
equal to the principal amount of the term bonds of such series. The Amortization Requirements
tfor the term bonds of any series begin in such year as the State Bond Commission determines
and does not end later than the Bond Year immediately preceding the maturity of such term
bonds.

“Bond" means any bond 1ssued pursuant to the Indenture.

“Bond Insurer” means (1) the Financial Guaranty Insurance Company, a New York stock
Insurance company. its successors and assigns, or (i1} another authorized issuer of municipal
bond insurance policies acceptable to the State.

"Bond Year” means the period commencing on the first day of October of any calendar
year and ending on the last day of September of the following year.

"Concession Agreements” means those agreements entered into with the Concessionaires
whereby Concessionaires lease. or obtain any right in or to the vuse of, all or any part of the
buildings, structures and facilities and the real property or interests in real property included in
the Airport and providing tor certain concession rentals and payments during the term thereof,
together with all agreements of similar type hereatter entered (nto, as the same may be amended
and supplemented from time to time.



“"Concessionaires” means all of the persons now or hereafter entering mnto Concession
Agreements, the Concessionaires as of the date of the Indenture being set forth in Schedule B to
the Indenture.

"Current Expenses” means the reasonable and neccssary current expenses of the State,
paid or accrued in administering, operating, maintaining and repairing the Airport.  Without
limiting the gencrality of the forcgoing, the term Current Expenses includes (a) costs of
collecting Gross Operating Revenues and of making any refunds therefrom lawfully due others:
(b) engineenng, audit reports, legal and other overhcad expenses directly refated to the
administration, operation, maintenance and repair of the Airport: (¢) costs of salarics, wages and
other compensation of officers and cmployees with respect to the Airport, including all legally
required payments to pension, retirement, health and hospitalization funds and other insurance
inctuding self-insurance for the foregoing; (d) costs of routine maintenance, repairs.
replacements, renewals and alterations occurring in the usual course of business, which may
include expenses not annually recurring and reserves for the replacement of depreciable
equipment; (e) taxes, assessments and other governmental charges, or payments in lieu thereof.
lawfully imposed on the Airport or any part thereof or on the operation thereof or on the income
therefrom or on any privilege in connection with the ownership or operation of the Airport or
otherwise imposed on the Airport or the operation thercof or income therefrom: (f) costs of
utitity services, howcever provided; (g) the costs and expenses of management services and
general administrative overhead of the State allocable to the Airport; (h) costs of equipment,
materials and supplies used in the ordinary course of business, including ordinary and current
rentals of equipment or other property and the cost of aviation fuel and propellants; (i) costs of
fidclity bonds, or a properly allocable share of the premium of any blanket bond. pertaining to
the Airport or Gross Operating Revenues or any other moneys held under the Indenture or
required to be held or dcposited thereunder; {j) costs of carrying out the provisions of the
Indenture, including paying agent’s fees and expenses, costs of insurance required thereby, or a
properly allocable share of any premium of any blanket policy pertaining to the Airport or Gross
Operating Revenues, and costs of recording, mailing and publication: (k) all other costs and
expenses of administering, operating, maintaining and repairing the Airport arising in the routine
and rormal course of business; and (1) any costs and expenses required to be paid (and reserves
required to be kept) in accordance with law, the Indenture or the cost accounting system in effect
from time to time with respect to the Airport, but do not include any costs or expenses for new
construction or for reconstruction other than restoration of the Airport or any part thereof to the
condition of serviceability thereof when new, or debt service on the Notes or the Bonds, or any
allowance for depreciation of the Airport, or any deposit or deposits to the credit of the Debt
Service Fund or the Operation and Maintenance Reserve Account.

"Fiscal Year” means the Fiscal Year of the Airport. beginning on July 1 and ending June
30 in each year, as designated by the State of Connecticut Department of Transportation pursuant
to the Act.

"Governmental Obligations” means any of the following which at the time of investment
are legal investments under the laws of the State for the moneys proposed to be invested therein:

(1) direct general obligations of, or obligations the payment of the principal and
interest of which are unconditionally guarantced by. the United States of America: or
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(11) bonds. debentures or notes issued by any one or a combination of any of the
following federal agencies: Bank for Cooperatives, Federal Financing Bank, Federal
L.and Banks, Federal Home Loan Banks. Farm Credit System or Federal Home Loan
Mortgage Corporation.

See also definition of "Governmental Obligations” as used only for purposes of the
Section of the Indenture relating to defeasance.

"Gross Operating Revenues” means and includes all income, revenues and moncys
derived by the State with respect to the operation of the Airport by the State for the furnishing
and supply of the services. facilities and commodities thereof. and. without limiting the
generality of the foregoing, includes {a) all income, revenues and moneys derived from the fees,
rates, rentals, landing fees and charges fixed, imposed and collected by the State pursuant to the
Indenture or otherwise derived from or arising through the operation and management of the
Airport by the State or derived from the rental of all or part of the Amrport or from the sale or
rental of any commedities or goods in connection with the Airport, including Concessionaire
payments and investment income earned by the State: (b) to the extent provided in the Indenture,
eamings on the investment of the proceeds of the Notes and the Bonds: (c) to the extent provided
in the Indenture, earnings on the investment of moneys held under the Indenture and the
proceeds of the sale of any such investments: (d) to the extent provided in the [ndenture, income
derived by the State from any Special Facility Leases (as defined in the Indenture); (e) any grants
from the Statc actually appropriated and allotted for unrestricted use at the Airport and (f) any
moncys transferred from the credit of the General Airport Fund (but not including, the Airport
Coverage Account therein) to the Revenue Fund. The term "Gross Operating Revenues” does
not include tax receipts or moneys received as proceeds from the sale of the Notes, the Bonds or
any other bonds, notes or evidences of indcbtedness or as grants (including grants under the
Airport Development Aid Program) or gifts, the use of which grants or gifts, are limited by the
grantor or donor to special projects or purposes of the State or the Airport not bencefiting the
public at the Airport generally. except to the extent that any such moneys shall be received as
payments for the use of the Airport.

“Improvement Costs” means the costs of the Airport Improvements and includes, without
intending thereby to limit or restrict any proper definition of such term under the Act, the costs of
acquisition and construction and all obligations and expenses and all items of cost which are set
forth in the Indenture.

"Note” means any note issucd in anticipation of Bonds pursuant to the Indenture,
m¢luding any renewals and replacement Notes.

"Operating  Agreements” means.  collectively, the several Air Carrier Operating
Agreements in effect on the date of the Indenture by and between the State and certain scheduled
airlines serving the Airport on such date, as the same may be amended and supplemented from
time to time, whereby such Airlines lease. or obtain any right in or to the use of, all or any part of
the buildings, structures and facilities and the real property or interests in real property included
in the Airport, together with all agreements of similar type hereafter entered into with any other
air transportation company serving the Airport.



"Principal and Interest Requirement” for any Bond Year, as applied to Bonds of any
series, means the sum of:

{1) the amount required to pay the interest on all Bonds of such series which is
payable on April | in such Bond Year and on October | of the next cnsuing Bond Year:
plus

(11) the amount required to pay the principal of all serial bonds of such series then
outstanding which is payable on October 1 of the next ensuing Bond Year: and

(11) the Amortization Requirement for the term bonds of such series for such
Bond Year.

In computing the Principal and Interest Requirement for any Bond Year for the Bonds of
any series, the Trustee assumes that an amount of the term bonds (if any) of such series equal to
the Amortization Requirement for the term bonds of such series for such Bond Year will be
retired by purchase or redemption on the 1st day of October of the succeeding Bond Year.

"Supplemenial Indenture’” means any indenture entered into by the Trustee and the State
pursuant to and in compliance with the provisions of the Indenture providing for the issuance of
Additional Bonds or Refunding Bonds, and also means any other indenture between the same
parties entered into pursuant and in compliance with the provisions of the Indenture amending or
supplementing the provisions of the Indenture as originally executed or as theretofore amended
or supplemented.

THE INDENTURE
Pledge of Trust Estate

Under the Indenture the State has imevocably pledged the Trust Estate to sccure the
payment of the Bonds, including, without limiting the generality thereof: (1) the Gross Operating
Revenues; {2) the Operating Agreements, Concession Agreements, and similar instruments; (3)
the rights of the State under any construction contracts with respect to buildings and facilities
included in the Airport; (4) the rights of the State under any and all letters of credit securing the
obligations of any party or parties under agreements with the State pertaining to the Airport: (3)
the proceeds of the sale of the Bonds; (6) the proceeds of insurance required by the Indenture to
be carried by the State and awards to the State upon the condemnation of the Airport or any part
thereof: and (7) all cash, moneys, securitics, investments, grants (excluding grants by the Federal
government) and other pcrsonal and real property pledged to secure the Bonds under the
Indenture. The Bonds, including the principal thereof and interest and premium, if any, thercon.
are payable solely from the Gross Operating Revenues and other assets of the Trust Estate. The
Bonds are special obligations of the State and are not payable from, nor charged upon any funds
other than, the Gross Operating Revenues or other receipts. funds or moneys pledged therefor
pursuant to the Indenture. Neither the State nor any political subdivision thercof is subject to the
liability on the Bonds except to the extent of the revenues. receipts. funds and moneys pledged to
secure the same.
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Funds and Accounts

Under the Indenturce. the following tunds and accounts have been established with and are
administered by the Trustee:

1. Construction Fund. Maoneys deposited in this fund are to be held in trust
by the Trustee and applied to the payment of the Improvement Costs and, pending such
application, are subject to a lien and charge in tavor of the holders of the Bonds and for
the further security of such holders until paid out as provided in the Indenture. Procecds
of the Initial Bonds and any Additional Bonds properly allocable to construction of the
Airport Improvements arc to be depesited in this fund. In addition, any moneys received
from any other source for the acquisition and construction of the Airport Improvements
and any additions. expansions or improvements of or to the Airport other than the Airport
Improvements arc to be deposited theren.

2. Debt Service Fund. Within the Debt Service Fund are to be four separatc
accounts known as the "Bond Service Account”, the "Reserve Account”. the
"Redemption Account” and the "Interim Reserve Account”. Moneys held to the credit of
the Debt Service Fund are to be held in trust and disbursed by the Trustee, as more
particularly described below. for (a) the payment of the interest on the Bonds as such
interest becomes due or {b) the payment of the principal on the Bonds at their respective
maturities or {(c¢) the payment of the purchase or redemption price of the Bonds before
maturity or (d) the purposcs specified in subparagraph d. below.

a. Bond Service Account. Moneys held to the credit of the Bond
Service Account arc to be used for the purpose of paying the prnincipal of and
interest on the Bonds as they become due and pavable. The Trustee, on the
twenty-fifth (23) day of March and September of each year, 1s to withdraw from
the Bond Service Account and. if necessary. from the Reserve Account, and is to
deposit in trust with the Paying Agent, sufficient moneys for paying the principal
of and the interest on the Bonds as the same shall become due. At least once
during each Bond Ycar the Bond Scrvice Account is 1o be depleted except for an
amount equal to no more than the greater of (A} onc (1) year’s eamings on the
Funds held in the Bond Service Account. or (B} one-twelfth (1/12) of annual debt
service. In order to comply with this requirement, the Trustee, from time to time,
and at the end ot the capitalized interest penod established in accordance with the
[ndenture, is to withdraw such moneys as may be necessary from the Bond
Service Account and deposit said moneys to the credit of the Revenue Fund, All
proceeds realized from the investment of moneys held to the credit of the Bond
Service Account are to be deposited directly to the ¢redit of the Construction
Fund until such time as the Airport [Improvements are completed. After
completion of the Airport Improvements, all such proceeds shall remain in the
Bond Service Account.

b. Reserve Account. Moneys held to the credit of the Reserve
Account arc to be used for the purposc of paying the principal and interest on the
Bonds and meeting the Amortization Requirements for any term bonds whenever
and to the extent that the moneys held to the credit of the Bond Service Account
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and the Redemption Account, respectively, are insufficient for such purposes. To
the extent necessary to comply with the tax covenant of the Indenture, if at any
time the moneys held for the credit of the Reserve Account equal fifteen percent
or more of the original face amount of the Bonds then outstanding, then at the
option of the State Treasurer either such excess is to be withdrawn by the Trustee
from the Reserve Account and deposited to the credit of the Revenue Fund, or
invested at restricted yield. All proceeds realized from the investment moneys
held to the credit of the Reserve Account are to be deposited directly to the credit
of the Construction Fund until such time as the Airport Improvements are
completed.

C. Redemption Account. Moneys held to the credit of the Redemption
Account are to be applied to the retirement of Bonds issued under the provisions
of the Indenture as follows:

(1)  The Trustee s to endeavor to purchase outstanding Bonds,
whether or not such Bonds are subject to redemption, at the most
advantageous price obtainable, with rcasonable diligence, having regard to
the interest rate and price, such price not to exceed the principal of such
Bonds plus the amount of the premium, if any, which would be payable on
the next redemption date to the holders of such Bonds under the provisions
of the Indenture, if such Bonds should be called for redemption on such
date from moneys in the Debt Service Fund. The Trustee is to pay the
interest accrued on such Bonds to the date of dclivery thereof from the
Bond Service Account and the purchase price from the Redemption
Account.

(2) The Trustee is to call for redemption on each interest
payment date on which Bonds are subject to redemption from moneys in
the Debt Scrvice Fund such amount of Bonds then subject to redemption
as, with the redemption premium, if any, will exhaust the Redemption
Account as nearly as may be; provided, however, that not less than One
Hundred Thousand Dollars ($100.000.00) in principal amount of Bonds
are to be called for redemption at any one time.

3 Moneys in the Redemption Account are to be applied to the
purchase or redemption of Bonds in the following order: (a) term bonds of
each series, if any, in the order of maturity as the State shall determine, to
the extent of the Amortization Requirement, if any, of the then cusrent
Bond Year for such term bonds and any deficiency in preceding Bond
Years in the purchase or redemption of such term bonds provided,
however, that if none of the term bonds of a series 15 subject to redemption
from moneys in the Debt Service Fund and if the Trustee 1s at any time
unable to exhaust the moneys applicable to the Bonds of such series in the
purchase of such Bonds, such moneys or the balance of such moneys, as
the case may be, is to be retained and, as soon as teasible, applied to the
retirement of the Bonds of such serics: (b) to the purchase of any Bonds
then outstanding; whether or not such Bonds are subject to redemption; {c)
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to the redemption of the term bonds of each series in proportion (as nearly
as practicable)} to the aggregate principal amount of the Bonds of each
series originally issued; and {d) after the retirement of all term bonds, to
the redemption of the serial bonds tssued under the provisions of the
Indenture in the manner provided therein or in the Supplemental Indenture
providing tor the issvance of such serial bends, and to the extent that serial
bonds of different series mature on the same date, in proportion (as nearly
as practicable} to the principal amount of each serics maturing on such
date,

d. Interim Reserve Account. Moneys held to the credit of this account
are to be transferred. at any ume during the Fiscal Years ending June 30, 1989
through June 30, 199], to the Revenue Fund if and to the extent that, immed:ately
prior to the distribution required on the twentieth {20th} of each month pursuant to
the Indenture, the batance then held to the credit of the Revenue Fund shalt be
insufficient to meet, in full, the requirements of the Indenturc to fund the Bond
Service Account, the Redemption Account, the Reserve Account and the amount
required for the payment of Current Expenses. At the end of the last business day
of the Fiscal Year ending June 30, 1991, all moneys held to the credit of the
Interim Reserve Account are to be transferred to the credit of the Revenue Fund
and no deposits thereafter are to be made to the Interim Reserve Account.

3. Revenue Fund. From and after the date of delivery of and payment for the
Initial Bonds, all rentals, fecs, charges and other payments constituting Gross Operating
Revenues are to be paid directly to the Trustee and deposited by the Trustee to the credit
of the Revenue Fund. Also deposited to the credit of the Revenue Fund will be all other
moneys required to be deposited therein from time to time by the provisions of the
Indenture.

Until used and applicd as provided in the Indenture all moneys deposited in the
Revenue Fund and the sccurities in which such moneys may from time to time be
invested are to be held in trust for the equal and ratable benefit of all the Bonds and are
subject to the liens. pledges and charges created under the Indenture for the security and
benetit of the holders of the Bonds. To the extent any such moneys and securitics arc not
required to be deposited or credited by the Trustee to the other funds and accounts
described in the Indenture such moneys and securities are to be retained on deposit in the
Revenue Fund.

The Trustee 15 to disburse moneys from the Revenue Fund in accordance with
provisions outlined in "Application Of Gross Revenues" below.

4. Operation und Maintenance Reserve Account. Within the Revenue Fund
i1s a separate account known as the Operation and Maintenance Reserve Account,
Moncys held to the credit of the Operation and Maintenance Reserve Account are to be
used and applied by the State solely to the purposes of paying Current Expenses and are
to be transferred by the Trustee to the State to be so used and applied without further
authonzation or direction whenever there are 1nsufficient moneys in the Revenue Fund
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for such purpose. Deposits to this account are subject to hmitations more fully described
in " Application Of Gross Revenues " described below.

5. Note Repayment Fund. Moneys held for the credit of the Note Repayment
Fund are to be used by the Trustee for the purpose of paying the principal and interest on
any outstanding Notes issued in anticipation of Bonds. Any moneys remaming in the
Note Repayment Fund after the last matunity daic of such outstanding Notes in excess of
the amount of principal and interest due and pavable thereon are to be transferred to the
credit of the Construction Fund, except that if the Airport Improvements have been
completed prior to the last maturity date of such outstanding Notes, said excess balance
in the Note Repayment Fund is to be deposited to the credit of the Revenue Fund.
Proceeds of Additional Bonds and proceeds of renewal or replacement Notes issued
pursuant to the [ndenture are to be deposited by the Trustee to the credit of the Note
Repayment Fund in the amounts specified in the Indenture. All proceeds realized from
the investment of moneys held to the credit of the Note Repayment Fund are to remain
therein.

6. Improvement Fund. Moneys held to the credit of the Improvement Fund
are to be held in trust and disbursed by the Trustec to the State at the direction of the
State Bond Commission to pay the costs of any additions, expansions or improvements of
or to the Airport, but not including the Airport Improvements.

7. General Airport Fund. Any moncys held to the credit of the General
Airport Fund are to be held by the Trustee and transferred from time to time (i) to the
Redemption Account for the purpose of redeeming Bonds or {i1) to the Bond Service
Account for the purpose of paying the principal of and the interest on the Bonds or {iii) to
the Improvement Fund for the purpose of paying the costs of any additions, expansions or
improvements of the Atrport or (iv) at the direction of the State Bond Commission from
the General Airport Fund to the Note Repayment Fund for the payment of the principal of
and interest on any Notes issued pursuant to the Indenture or (v) for any authonzed
Airport purpose. In any Fiscal Year ending before the filing of the certificate of
completion with respect to the Airport Improvements and before all Improvement Costs
have been paid or the payment thereof provided for pursuant hereto, the State Bond
Commission may direct by resofution that any moneys held to the credit of the General
Airport Fund be transferred to the Construction Fund, there to be applied in accordance
with the provisions of the Indenture.

8. Airport Coverage Account. Within the General Airport Fund is a separate
account known as the Airport Coverage Account. Any moneys held therein are used in
computing Gross Operating Revenues for purposes of compliance with the rate covenant
described in subsection (1) under “Affirmative Covenants™ herein, Moneys held 1o the
credit of this Account are to be held by the Trustee and transferred from time to time for
any purpose permitted for moneys in the General Airport Fund: provided, that no
transfers may be made to the Note Repayment Fund: and provided, further, that no
transfer of moneys may be made out of the Airport Coverage Account for any purpose so
long as there are vnrestricted moneys in the General Airport Fund which may be applied
to such purpose.
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Application of GGross Revenues

Moncys deposited to the credit ot the Revenue Fund are to be applied by the Trustee at
all times, in the amounts and in the order of priority set forth as follows:

On or betore the twenticth (20th) day of each month for which an Annual Operating
Budget is required, the Trustee is to withdraw from the Revenue Fungd ail moneys then held for
the credit of the Revenue Fund and is to deposit the sum so withdrawn to the ¢redit of the
following accounts or funds in the followiny order:

(a) to the credit of the Bond Service Account and the Redemption Account.
respectively, such amounts thereof, 1f any (or the entire sum so withdrawn if less than the
required amount. 11t which case such sum s 1o be allocated among the purposes set torth
i this subparagraph on a pro rata basis), as may be required (1} to make the amiount then
hetd to the eredit of the Bond Service Account equal to one-tweltth (1/12) ot the principal
of each serial bond which witl become due and payable within the next ensuing twelve
{12) months. times the number of full or parual calendar months which have elapsed
since the last apnual installment of principal on each such senal bond became due and
payable. plus one-sixth (1:'6) of the interest which will be or become due and payable
within the next ensuing six (6) months on cach of the bonds then outstanding. times the
number of full or partial calendar months which have elapsed since the last semi-annual
instaliment of mterest on cach such bond became due and payable. and (2) to make the
amount then held to the credit of the Redemption Account equal to one-twelfth (1.12) of
the Amortization Requirements, if any, for such Bond Year for each of the term bonds
then outstanding. plus one-twelfth (1:12) of the premium, if any, which would be pavable
on principal amounts of term bonds cqual to the amount of such Amortization
Requirements if such principat amount of term bonds should be called for redemption on
the first day of the Bond Year next ensuing. umies the number ot full or partial calendar
months having elapsed since the beginning of such Bond Year: provided. however, that it
the amuount so deposited to the credit of the Redemption Account in any Bond Year is
less than such amount, the requirement therefor is severtheless cumulative and the
amount of any deficiency in any Bond Ycear s added to the amount otherwise required to
be deposited in cach Bond Year thereafter until such times as such deficiency has been
made up:

(b} o the credit of the Reserve Account, out of any balance remaiming after
muaking the deposits under suhparagraph (a) above {or the entire balance 1f fess than the
required amount). one-tweltth (1:12) ot the amount, 1f anv. necessary to make the amount
deposited 1o the credit of the Reserve Account in such Bond Year cgual to the maximum
amount of the Principal and Interest Reguirements for the current or any succeeding
Bond Year on account of all the Bonds then outstanding: provided. however, that no such
deposit 15 to be made 1t the amount then to the credit ot the Reserve Account is not less
than the maximum amount of the Principal and Interest Requirements for any succeeding
Bond Year on account of all Bonds then outstanding:

{c) to the Interim Reserve Account. out of any balance remaining atter
making the deposits under subparagraphs (a) and (b) above or the entire balance 1f Tess
than the required amount). {A) m cach month for the next ensuing twenty-four months
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after the date of the Indenture, the sum of One Hundred Fifty Thousand Dollars
($150,000) per month, plus any deficiency in payments under this subparagraph (¢) from
prior months, and (B) for the twelve months next thereafter, the sum of One Hundred
Thousand Dollars ($100,000) per month, plus any deficiency in payments under this
subparagraph (¢) from prior months until the ameunt in such fund in equal to $4.800.600;
provided, however, that at least once in each Fiscal Year, beginning in the first full Fiscal
Year after the issuance of the first Notes or Bonds under the Indenture, and continuing
through the Fiscal Year ending June 30, 1991, the Airport Consultant shall conduct a
study of the projected Gross Operating Revenues and Current Expenses, debt service and
other costs of the Airport, and if, based upon such study, he shall conclude that the State
will be unable to meet its rate covenant ymposed in the Indenture for any of the Fiscal
Years ending June 30, 1989 through Junc 30, 1991, then the payments required under this
subparagraph (c¢) shall be increased in the amount necessary on an annual basis (bused on
the aforementioned study of the Airport Consultant) to provide reserves in the Interim
Reserve Account adequate for the State to meet said rate covenant in each of the Fiscal
Years ending June 30, 1989 through June 30, 1991;

(d) to the State, such amount, if any, of the balance remaining after making
the deposits, under subparagraphs (a), (b) and {c¢) above (or the entire balance if less than
the required amount), to make the amount then held by the State for the pavinent of
Current Expenscs (excluding any amount then held by the State as a reserve for the
payment of expenses not annually recurnng and for the replacement of depreciable
equipment) equal to such amount as shall be necessary for Current Expenses during the
next ensuing two (2) months as shown on the Annual Operating Budget;

(e) to the Operation and Maintcnance Reserve Account, out of any balance
remaining after making the deposits under subparagraphs (a) through (d) above, one
twelfth (1/12) of the amount, if any, necessary to make the amount deposited to the credit
of the Operation and Maintenance Account equal not less than twenty-five percent (23%)
of the budgeted Current Expenses for the then current Fiscal Year (the "O&M Account
Requirement") subject to increase or decrease as specified from time to time by the State
Bond Commission: provided that such amounts arc not to be reduced to less than the
0&M Account Requirement;

(f) to the Note Repayment Fund, such amount, if any, of the balance
remaining after making the deposits under subparagraphs (a) through (e) above (or the
entire balance if less than the required amount), as shall be designated by the State Bond
Commission for the payment of the principal of and the interest on any Notes issued
pursuant to the Indenture, provided, however, that no deposit is to be made unless the
balance then held to the credit of the Airport Coverage Account, together with the
balance of Gross Operating Revenues remaining after the deposits under subparagraphs
(a} through (g) have been completed, is cqual to the full amount of the twenty-five
percent (25%) coverage requirement as set forth in subparagraph (h) below:

(g}  to the Improvement Fund, such amount, if any of the balance remaining

after making the deposits under subparagraphs (a) through (f) above (or the entire balance
if less than the required amount) as shall be determined by the State Bond Commission
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from time to time to pay the costs of any additiens, expansions or improvements of or to
the Airport in accordance with the provisions of the Indenture;

(h) to the credit of the Airport Coverage Account, out of the balance, if any,
remaining after making the deposits under subparagraphs (a) through (g) above (or the
entire balance if less than the required amount). the amount, if any, necessary to make the
amount deposited to the credit of the Airport Coverage Account equal to twenty-five
percent (25%) of the sum of (1) the amount required in such Fiscal Year to pay interest on
the Notes and the Bonds as and when the same becomes due and payable (but excluding
amounts to pay interest which have been provided from the proceeds of Bonds) and (1)
the amount required in such Fiscal Year to pay the principal of the Bonds as and when
the same shall become duc and pavable {whether at maturity, upon required redemption
prior to maturity or otherwise):

(1) to the credit of the General Airport Fund, the balance, if any, remaining
after making the deposits under subparagraphs (a) through (h) above. Such moneys are
to remain on deposit in the General Airport Fund to be utilized in accordance with the
provisions of the Indenture.

Depositories of Moneys/Investments

Except for revenues earned or properly allocable to the period prior to the receipt of the
proceeds of the Initial Bonds. all moneys received by the State under the provisions of the
Indenture are to be deposited in the name of the State in one or more separate funds and accounts
with such depositary or depositaries as the State Treasurer shall designate. except that the
Construction Fund, the Note Repayment Fund. the Revenue Fund, the Debt Service Fund, the
Improvement Fund. the General Airport Fund and the accounts in such funds are to be held only
by the Trustee. All moneys deposited under the provisions of the Indenture with any depositary,
or held in a special trust fund prior to payment to the Trustee as aforesaid, are to be trust funds
under the terms of the Indenture and are not subject to any tien or attachment by any creditor of
the State. Such moneys are to be held in trust and applied in accordance with the terms of the
Indenture.

Moneys on deposit in the Construction Fund, the Note Repayment Fund, the Revenue
Fund. the Debt Service Fund. the Improvement Fund, the Gengral Airport Fund and the accounts
in such funds are to be invested and reinvested by the Trustee, at the direction of the State, to the
extent reasonable and practicable in Investment Securities (as hereinbelow defined) maturing in
the amounts and at the times as determined by the State so that the payment required to be made
from such funds and accounts may be made when due. [n the absence of any direction from the
State. the Trustee is to invest and reinvest moneys on deposit in the Construction Fund, the Note
Repayment Fund, the Revenue Fund, the Debt Service Fund, the Imprevement Fund, the General
Airport Fund and the accounts in such funds in Investment Securities maturing in such amounts
and at such times as the Trustee determines so that payments required to be made from such
funds and accounts may be made when due.

[nvestment Sccuritics include: (1) direct obligations of, or obligations the principal of and
interest on which are unconditionally guarantced by, the United States of America; (ii} bonds,
debentures, notes. participation certificates or other evidences of indebtedness issued or
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guaranteed by Banks for Cooperatives; Federal Intermediate Credit Banks; Federal Home Loan
Bank System; Export-Import Bank of the United States; Federal Land Banks; Federal National
Mortgage Association; United States Postal Service; Government National Mortgage
Association; and Federal Financing Bank or any agency or instrumentality of the United States
of America or any other corporation wholly-owned by the United States of America; (iit) New
Housing Authority Bonds, Temporary Notes or Preliminary Loan Noetes issued by public
agencies or municipalities and fully secured as to the payment of both principal and interest by a
pledge of annual contributions under an annual contributions contract or contracts with the
United States of America or any agency thereot; or Project Notes issued by public agencies or
municipalities and fully secured as to the payment of both principal and interest by a requisttion
or payment agreement with the United States of America or any agency thereof; (iv)
participation certificates in the short-term investment fund created and existing under Scction 3-
27a of the Connecticut General Statutes, or any successor provision; (v} direct and general
obligations, to the payment of the prnincipal of and interest on which the full faith and credit of
the issuer is pledged, of any state of the United States or any political subdivisions of any such
state; provided that (a) as to such obligations of a political subdivision, all the taxable real
property within such pobtical subdivision is to be subject to taxation thereby to pay such
obligations and the interest thereon, without limitation as to rate or amount, and (b) at the time of
their purchase under this Indenture, such obligations of any such State or political sub-division
are rated in either of the two highest rating, categories by two nationally recognized bond rating
agencies; (vi) bank time deposits evidenced by certificates of deposit issued by any bank or trust
company (which may include the Trustee) which is a member of the Federal Deposit Insurance
Corporation, provided that such time deposits are secured by obligations described in items (1),
(i), (i1} or (iv) above, which obligations shall at all times have a market value (exclusive of
accrued interest) at least equal to such time deposits so secured; and (vii) with the approval of the
State Treasurer, repurchase agreements with any bank or trust company {(which may include the
Trustee) insured by the Federai Deposit Insurance Corporation, which agreements are secured by
obligations described in items (1), {ii), (1ii) and (iv) of this definition of Investment Securities,
provided such obligations at all times shall have a market value (exclusive of accrued interest) at
least equal to such time deposits so secured.

Subordinate Lien Obligations

The State reserves the right to issue bonds, notes, certificates, warrants or other evidences
of indebtedness for any corporate use or purpose of the State relating to the Airport payable as to
principal and interest from the Gross Operating Revenucs subject and subordinate to the deposits
and credits required to be made to the Note Repayment Fund, the Revenue Fund, the Debt
Service Fund and the General Airport Fund or from securing such bonds, notes, cenlificates,
warrants or other evidences of indebtedness and the payment thereof by a lien and pledge on the
Gross Operating Revenues junior and inferior to the lien and pledge on the Gross Operating
Revenues created under the Indenture for the payment and security of the Bonds.

Special Facilities Leases and Obligation Bonds

The State reserves the night to enter contracts, leases, subleases or other agreements
pursuant to which the State will agree to construct a hangar, an overhaul, maintenance or repair
building or shop or other aviation or space or airport or air navigation facility, including hotels,
garages and other buildings and facilities incident or related to the Airport, on land constituting
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part of the Atrport or will agree to acquire or construct a hangar, an overhaul, maintenance or
repait building or shop or other aviation or spacc or atrport or air navigation facility, including
hotels, garages and other buildings and facilities incident or related to the Airport, on land not
then constituting part of the Airport (which tand if not then owned or leased by the State may be
acquired for such purpose), or to acquire and remodet, renovate or rchabilitate a building,
structure or other facility (including the site thercof) for aviation or space or airport or air
navigation purposes (all such hangars, buildings, shops. or other structures and facilities being
defined as the "Special Facility”), and lease such Special Facility under the following conditions:

(1) No Special Facility will be constructed or acquired and leased for use or
occupation: {a} if the Special Facility would provide services, facilities, commodities or
supplies which then may adequately be made available through the Airport as then
existing, and (b) if the result of the use or occupation of such Special Facility under the
contract, lease, sublease or agreement therefor would result in a reduction of Gross
Operating Revenues below the minimum amount of Gross Operating Revenues
covenanted to be produced and maintained under the Indenture;

(2) A Special Facility Lease may be entered into between the State, as lessor,
and the user or occupier of such Special Facility. as lessce, pursuant to which the lessee is
to agree to pay the State in each vear during the term thereof, which term may not be less
than the latest maturity of any Special Obligation Bonds issued to pay the cost of
construction or acquisition of such Special Facility: (i) fixed rentals (the "fixed rentals”)
in periodic instaliments which will be sufficient to pay during such term as the same
respectively becomes due the principal of and interest and premium (if any) on all Special
Obligation Bonds to be issued to pay the cost of construction or acquisition of the Special
Facility; {i1) such further rentals as shall be necessary or required to provide or maintain
all reserves required for such Special Obligation Bonds and to pay all trustees’, fiscal
agents’ and paying agents’ fees and expenses in connection therewith: and (iii) unless a
ground rental shall be provided for, an additional rental payable in periodic installments
and free and clear of all charges under such Special Facility Lease, in an amount ¢qual to
a properly allocable share of the administrative costs of the State arising out of such
Special Facility Lease and the issuance and servicing of such Special Obligation Bonds:

(3 [f the land on which the Special Facility 1s to be constructed constitutes a
part of the Airport, the Special Facility Leasc 1s to provide for payment to the State of a
ground rental for the ground upon which such Special Facility is or is to be located. If
the Special Facility Lease provides for such ground rentai, it is to be payable in periodic
installments in amounts not less than that which is required pursuant to the schedule for
rental of ground space in the Airport as fixed from time to time by the State: is to be free
and clear of all charges under such Special Facility Lease: 1s to be in addition to the
rentals previously described: s to constitute Gross Operating Revenues is to be paid into
the Revenue Fund, to be used and applied as are other moneys deposited therein: and

(4 If the Special Facility is or is to be located on land included in the Airport.
the Special Facility Lease is to provide that all rentals payable thereunder which are not
required to pay the Special Obligation Bonds issued to pay the cost of construction and
acquisition of the Special Facility leased thereby (including reserves for such Spectal
Obligation Bonds) or to pay trustees’, fiscal agents’ and paying agents’ fees and expenses
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in connection therewith, or to pay the aforesaid administrative costs of the State, is to be
paid to the State for its own use and purposes. To the extent permitted by law, such
excess amounts are to constitute Gross Operating Revenues and is to be paid into the
Revenue Fund, and to be used and applied as are other moneys deposited therein.

The State further reserves the nght to issue Special Obligation Bonds for the purpose of
paying the cost of constructing and acquiring a Special Factlity on ground then constituting part
of the Airport or on ground not then constituting part of the Airport (which ground may then be
owned or leased by the State or acquired for that purpose). or to acquire and renovate and
rehabilitate a Special Facility (including the acquisition of necessary land), for lease or sublease.
Such Special Obligation Bonds (i) arc to be payable solely from the fixed rentals payable by the
lessee under the Special Facility Lease entered into with respect to the Special Facility to be
financed from such Special Obligation Bonds; {11} are not to be a charge or claim against or
payablc from or secured by the Gross Operating Revenues or any other moneys held under the
[ndenture; and (i1} are to mature within both the useful life of the Special Facility (as cstimated
by the State) to be financed from such Special Obligation Bonds and the term of the Special
Facility Lease entered into with respect to such Special Facility, unless and until certain other
conditions have beent met including the finding that the rental payments will be sufficient to pay
atl principal and interest on such Special Obligation Bonds as the same become due and payable.

Affirmative Covenants
The State covenants, among other things, to:

(1) Fix and charge such schedule of fees, rates, rentals, landing fees and
charges for the use and services of the facilities and commodities furnished by the
Airport, and revise the same from time to ime whenever necessary, and, to the cxtent
possible, collect the income, receipts and other moneys derived therefrom, so as to
provide Gross Operating Revenues (including for such purpose for the Fiscal Years
ending 1989 to 1991, both inclusive, moneys held in the Interim Reserve Account in the
Debt Service Fund) sufficient (a) to pay the principal of, and interest and premium, if
any, on the Bends, and interest on the Notes, 1ssued pursuant to the Indenture as the same
become due (whether at maturity or upon required redemption prior to maturity or
otherwise), (b} to create and maintain all reserves and sinking funds and make all other
payments provided for under the Indenture, including payments to the Improvement Fund
and a special coverage account established in the General Airport Fund and (c) to pay, as
they come due, the Current Expenses, or to provide for such payment; provided. that
nothing in the Indenture prohibits the State from entering into long-term agrecements for
the use of the scrvices and facilities of the Airport.

Without limiting the provisions of the proceeding paragraph, the State has
covenanted to impose, prescribe, adjust, enforce and, to the extent possible, collect such
rates, rents, fees and charges, beginning in the first full Fiscal Year after the filing of the
Consulting Engineering certiftying completion of the Airport Improvements, as will yield
Giross Operating Revenues (including, for such purposes, moneys held in such special
coverage account of the General Airport Fund and the Interim Reserve Account in the
Debt Service Fund), with respect to the immediately ensuing Fiscal Year, after deducting
Current Expenses and payments for reserves and sinking funds required under the
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Indenture, computed as of the final business day of such ensuing Fiscal Year, in an
amount at least cqual to 125% of the sum of (a) the amount required in such Fiscal Year
to pay interest on the Bonds and Notes as and when the same becomes due and payable
(but excluding amounts to pay interest which have been provided from the proceeds of
the Bonds) and (b} the amount required in such Fiscal Year to pay the principal of the
Bonds as and when the same becomes due and payable {(whether at maturity or upon
required redemption prior to maturity or otherwisc).

(2) Operate and maintain the Airport as a revenue-producing enterprise and to
manage the same, or cause the same to be managed, in the most efficient manner
consistent with sound economy and public advantage and consistent with the protection
of the holders of the Bonds and so as to assure that the Airport is financially sclf-
sufficient and self-sustaining,

3) Complcte with reasonable dispatch the acquisition and construction of the
properties, the costs of which are to be paid from the proceeds of the Notes and Bonds
(the "Project”); provided, that the State may amend the Project from time to time if prior
to such amendment it obtains the written opinion of the Airport Consuitant stating that
such amendment will not materially adversely affect the security of the Bonds.

(4) Maintain, preserve, keep and operate, or cause to be maintained,
preserved, kept and operated, the properties constituting the Airport (including all
additions, improvements and betterments thercto and extensions thereof and every part
and parcel thereof) in good and efficient repair, working order and operating condition in
conformity with standards customanly followed in the aviation industry for airports of
like size and character.

(5) Comply with the terms of the Federal government or other granting
governmental authority with respect to grants-in-aid accepted by the State.

(6) Employ, or cause to be employed, competent supervisory personnel for the
operation and management of the properties constituting the Airport, establish and
cnforce, or cause to be established and enforced, reasonable rules, regulations and
standards governing the cmployment of operating personnel at reasonable compensation,
salaries, fees and charges, and employ persons qualified for their respective positions.

N Maintain and keep (or cause to be maintained and kept) proper books,
records and accounts in which complete and correct entries are to be made of all dealings
and transactions of the Airport.

(8) Perform any construction, reconstructions and restorations of, any
improvements, betterments and extensions to, and any equipping and furnishing of, and
operate and maintain the Atrport, or cause the same to be operated and maintained, at
standards required in order that the same may be approved by the proper and competent
Federal government authority or authorities for the landing and taking off of aircraft
operating in scheduled scrvice, and as a terminal for the receipt and dispatch of
passengers, property and mail by aircraft.
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Negative Covenants With Respect to Disposition of Airport Properties
The State covenants not to:

(a) create or give, or cause to be created or given, or permit to be created or
given, any mortgage, licn, pledge, charge or other encumbrance upon any real or personal
property constituting the Airport or upon the Gross Operating Revenues and the moneys
held under the Indenture, other than the liens, pledges and charges specifically created or
specifically permitted under the Indenture.

(b) sell, lease, sublease or otherwise dispose of all, or substantially all, of the
properties constituting the Airport without simuitaneously with such sale, lease, sublcase
or other disposition depositing pursuant to and in accordance with the provisions of the
Indenture, cash or Governmental Obligations or a combination of cash and Governmental
Obligations in an amount sufficient so that no Bonds are any longer dcenied outstanding
under the Indenture.

Notwithstanding the foregoing, the State may execute leases, licenses, easements and
other agreements of or pertaining to properties constituting the Airport in connection with the
operation of the Airport and in the normal and customary course of business thercof, according
to the schedule of fees, rates, rentals, landing fees and charges of the Airport. which fees, rates
rentals, landing fees and charges are part of the Gross Operating Revenues and which properties
remain part of the Airport, but any such leasing shall not be inconsistent with the provisions of
the Indenture, and no lease may be entered into by which the security of and payment for the
Bonds might be impaired or diminished.

From time to time the State also may sell, sublcase or otherwise dispose of any portion of
the properties and facilities (real or personal) comprising a part of the Airport which are surplus
to the needs of the Airport.  Surplus properties or facilities shall be those the disposal of which
will not impede or prevent the use of the Airport or its facilities and which the State has
determined have become unserviceable, unsafe or no longer required or which have been
replaced by other property of substantially equal revenue-producing capability and of
substantially equal utility. Any moneys recetved by the State as the proceeds of any such sale,
lease, sublease or other disposition of such surplus propertics or facilities are to become Gross
Opcrating Revenues and are to be deposited in the Revenue Fund.

In any event the Airport properties are to be taken by the exercise of the power of
eminent domain, the amount of the award received by the State as a result of such taking may be
applied to any lawful purpose of the State, including the redemption or purchase of Bonds or to
the acquisition or construction of revenue-producing properties, which upon completion of such
acquisition or construction constitute a part of the Airport.

Insurance

The State is required to carry insurance (except to the extent such insurance is carried by
an Airline, Concessionaire or other obligor) with generally recognized responsibie insurers with
policies payable to the State and the Trustee, as their interests may appear. against risks,
accidents or casualties at least to the extent that similar insurance 1s usually carried by airport
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operators operating properties similar to the Airport including, but not limited to, (a) fire and
extended coverage of not less than 90% of the insurable value of the airport facilitics with a
deductible of not more than $1.000: and (b) persenal injury insurance of not less than
$100,000,000 combined single limit each occurrence,

Events of Default
Each of the following constitutes an Event of Default under the Indenture:

(a) the State fails to pay the principal of any of the Bonds when the same
becomes due and payable. cither at maturity or by procecdings for redemption (without
regard to any payments by any Bond Insurer): or

)] the State fails to pay any installment of interest on the Bonds when the
same becomes due and payable (without regard to any payments by any Bond Insurer):
or

(¢} the State fails to deposit any Amortization Requirement payment to the
credit of the Redemption Account when required under the Indenture or under any
Supplemental Indenture and such failure shall have continued for sixty (60) days; or

(d) the State unreasconably delays or fails to carry on with reasonable dispatch
or discontinues without reason for more than forty-five (45) days the construction of the
Airport Improvements: or

(e} the State defaults in the due and punctual performance of any other
covenants. conditions, agreements and provisions contained in the Bonds, the [ndenture
or any Supplemental Indenture on the part of the State to be performed, and such default
continues for ninety (90) days after written notice specifying such failure and requiring
the same to be remedied has been given to the State by the Trustee or by the holders of
not less than twenty percent (20%) in principal amount of the Bonds then outstanding;
provided that if any such failure is such that it cannot be cured or corrected within such
ninety {90) day period. it does not constitute an Event of Default if curative or corrective
action is instituted within such period and diligently pursued untit the failure of
pertormance is curcd or corrected: or

(£ the State 1s adjudged insolvent by a court of competent jurisdiction: or

(g} final judgment for the payment of money is rendered against the State as a
result of the ownership, control or operation of the Airport and any such judgment is not
discharged within sixty (60) davs from the entry thereof; or

(h) any proceedings are instituted with the consent or acquiescence of the
State for the purpose of effecting a composition between the State and its creditors and if
the claim of such creditors s in any circumstance payable from the Gross Operating
Revenues or any other moneys or assets pledged and charged in the Indenture, or for the
purpose of adiusting the claims of such creditors, pursuant to any Federal or State statute
now or hereafter enacted: or
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(1} an order or decree is entered (i) with the consent or acquiescence of the
State, appointing a receiver or receivers of the Aiport or of any of the buildings.
structures and facilitics constituting a part thereof or (ii) without the consent or
acquiescence of the State. appointing a receiver or receivers of the Airport or of any of
the buildings, structures and facilities constituting a part thereof and such order or decrce
having been entered. is not vacated or discharged or stayed on appeal within ninety (90)
days after the entry thereof; or

() the State is for any reason rendered incapable of fulfilling its obligations
under the Indenture.

Remedies for Defaults

Upon the happening and continuance of any of the Events of Default, and in addition to
other remedies provided in the Indenture;

(1) the Trustce may, and upon the written request of the holders of not less
than twenty-five percent (25%) in aggregate principal amount of the Bonds then
autstanding, shall, subject to the posting of a satistactory indemnity bond. administer the
Aimport on behalf of the State. with power to fix and charge such fees, rates. rentals.
landing fees and charges sufficient to provide for the payment of any Bonds outstanding.
and to pay Current Expenses and apply the Gross Operating Revenues in conformity with
the Indenturc and the provisions of the law of the State;

{11) the Trustee (A) for and on behalf of the holders of the Bonds shall have
the same rights which are possessed by any of the holders of the Bonds: (B} shali be
autherized to proceed in its own name and as trustee of an express trust; {C) may and,
upon the written request of not less than ten percent {10%) 1n aggregate principal amount
of the Bonds then outstanding, shall pursue any available remedy by action at law or suit
in equity to enforce the payment of the principal of and interest and premium. if any, on
the Bonds: and (D) may file such proefs of claim and other papers or documents as may
be necessary or advisable in order to have the claims of such Trustce and of the holders
of the Bonds allowed in any judicial proceeding relative to the Airport, or its creditors, its
property, or the Bonds;

(i)  the Trustee may, and upon the written request of not less than twenty
percent (20%) in aggregate principal amount of the Bonds then outstanding. shall. by
notice n writing to the State, declare the principal of all Bonds then outstanding to be due
and pavable immediately, and upon such declaration the same shall become and be
immediately due and payable, anything contained in the Bonds or the Indenture to the
contrary notwithstanding; provided, however. that if at any time after the principal of the
Bonds shall have been so declared to be due and payable. and before the entry of final
judgment or decree 1 any suit, action or proceeding instituted on account of such default,
or before the completion of the enforcement of anyv other remedy under the Indenture,
maoneys shalt have been accumulated tn the Bond Scrvice Account sufficient to pay the
principal of all matured Bonds and all arrears of interest, it any. upon all Bonds then
outstanding (except the principal of any Bonds not then due and payable by their terms
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and the interest accrued on such Bonds since the last interest payment date) and sufficient
1o satisfy the Amortization Requirements of the then current Bond Year, and the charges,
compensation, ¢xpenscs, disbursements, advances and liabilities of the Trustee and all
other amounts then payable by the State shall have been paid or a sum sufficient to pay
the same shall have been deposited with the Trustee, and every other default known to the
Trustee in the observance or performance of any covenant, condition, agreement or
provision contained in tne Bonds or the Indenture (other than a default in the payment of
the principal of such Bonds then due and payable only because of a declaration under this
subparagraph) shall have been remedied to the satisfaction of the Trustee, then and in
cvery case the Trustee may, and upon the wriien request of twenty percent (20%) in
aggregate principal amount of the Bonds not then due and payable by their terms and
then outstanding shall, by written notice to the State, rescind and annul such declaration
and its consequences. but no such rescission or annulment extends to or affects any
subsequent event of default or impairs any right consequent thereupon,

For the purposes of the Sections of the Indenture relating to events of default and
remedies upon the occurrence thercot, wath respect to any 1992 Refunding Bonds insured by the
Bond Insurer, such Bond Insurer is considered the sole holder of such 1992 Refunding Bonds.

Powers of Trustee With Respect to Operating Agreements, Concession Agreements
and Other Agreements

If the fecs and charges, rents or sums, as the case may be, required to be paid to the State
or the Trustee under any Operating Agreement, Concession Agreement or an other agreement
pledged and assigned under the Indenture, as the case may be. are not paid at least ten (10) days
prior to the semiannual interest payment date for the Bonds which follows the date or dates such
fees and charges. rents or sums, as the case may be, are due, or upon the happening and
continuance of an Event of Default, the Trustee, in its own name and as trustee of an express
trust, is to be entitled and empowered to institute an action or proceedings at law or in equity for
the collection of ail fees and charges, rents or sums, as the case may be, cluc and unpaid under
such Operating Agreement, Concession Agreement or other agreement as the case may be, and
may prosecutc any such action or proceedings to judgment or final decree, and may enforce any
such judgment or final decree against the Airline which 1s the other party to such Operating
Agreement. the Concessionaire under the Concession Agreement or the obligor under any other
agreement as the case may be. and celiect in the manner provided by law out of the property of
such Airline. such Concessionaire or such obligor. as the case may be, wherever situated the
money's adjudged or decreed to be pavable.

Defeasance

The obligations of the State under the Indenture and the liens, pledges, charges, trusts and
assignments, covenants and agreements of the State therein made or provided for, are to be fully
discharged and satisfied as to any Bond and such Bond is no longer to be deemed to be
outstanding:

(1 when such Bond is canceiled, or surrendered for cancellation and is
subject to cancellation. or has been purchased by the Trustee from moneys in the Debt
Service Fund held by it under the Indenture; or
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(1)  as to any Bond not cancelled or surrendered for cancellation or subject to
cancellation or so purchased, when payment of the principal of and the applicable
redemption premium, if any (or the applicable redemption price) on such Bond, plus
interest on such principal to the due date thercot (whether such due date be by reason of
maturity or upon redemption or pre-payment or by declaration, or otherwise), either (a)
has been made or caused to be made in accordance with the terms of the Indenture
{without giving effect to any payments made by the Bond Insurer for the 1992 Refunding
Bonds), or (b) has been provided by irrevocably depositing with the Trustee or Paying
Agents for such Bond, tn trust, and trrevocably appropriated and set aside exclusively for
such payment, either (1) moneys sufficient to make such payment or (2) Governmental
Obligations maturing as to principal and interest in such amounts and at such times as
will insure the availability of sufficient moneys to make such payment, or (3) a
combination of both such moneys and such Governmental Obligations, whichever the
State deems to be in its best mterest, and all necessary and proper fees, compensation and
expenses of the Trustee and the Paying Agents for the Bond with respect to which such
deposit is made have been paid or the payment thercof provided for to the satisfaction of
the Trustee and such Paying Agents.

At such time as a Bond is deemed to be no longer cutstanding, such Bond ceases to draw
interest from the due date thercof (whether such due date be by reason of maturity or upon
redemption or prepayment or by declaration as aforesaid, or otherwise) and, except for the
purpose of any payment from such meneys or Governmental Obligations, shall no longer be
secured by or entitfed to the benefits of the Indenture.

For purposes of the Section of the Indenturc relating to defeasance, the term
"Governmental Obligations” means direct non-callable gencral obligations of the United States
of America, unless the Bond Insurer approves in writing some other investment.

Amendments and Supplements to the Indenture

Except for Supplemental Indentures providing for the i1ssuance of Additional Bonds and
Refunding Bonds, and which do not adversely affect the rights of the holders of Bonds then
outstanding as enumerated in the Indenture, the Indenture may be amended, by the State and the
Trustee. upen the consent of sixty percent (60%) of the Bonds then outstanding in aggregate
principal amount, for the purpose of adding any provisions to, or changing in any manner or
eliminating any of the provisions of, the Indenture, or modifying or amending the rights and
obligations of the State and the Trustee thereunder, or modifyving in any manner the rights of the
holders of the Bonds and coupons then outstanding; provided, however, that, without the specific
consent of the holder of each such Bond which would be affected thereby, no such Supplemental
Indenture amending or supplementing the provisions of the Indenture may: (1) change the fixed
maturity date for the payment of the principal of any Bonds or the dates for the payment of
interest thereon or the terms of the redemption thereof, or reduce the principal amount of any
Bond or the rate of interest thercon or the redemption price (or the redemption premium) payable
upon the redemption or prepayment thereof; or (2) reducc the aforesaid percentage of Bonds, the
holders of which are required to consent to any such Supplemental Indenture amending or
supplementing the provisions of the Indenture; or (3) give to any Bond ar Bonds any preference
over any other Bond or Bonds; or (4) permit the creation of a mortgage or lien upon any
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properties constituting a part of the Airport; or (5) authorize the creation of any pledge of the
moneys and other assets of the Trust Estate or any lien or charge thereon prior, superior or equal
to the pledge of and lien and charge thereon created under the Indenture for the payment of the
Bonds; or {6) deprive any holder of the Bonds of the security afforded by the Indenture. For
purposes of the Sections of the Indenture relating to amendments and supplements to the
Indenture, the consent of the Bond Insurer is required in addition to the consent of the holders of
the 1992 Refunding Bond.
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APPENDIX E
FORM OF CONTINUING DISCLOSURE AGREEMENT

In accordance with the requirements of Rule 15¢2-12 promulgated by the Securities and
Exchange Commission, the State of Connecticut (the “State") will agree, pursuant to a
Continuing Disclosure Agreement for the Bonds to be executed by the State substantially in the
following form, to provide, or cause to be provided, (1) certain annual financial information and
operating data, (ii) timely notice of the occurrence of certain material events with respect to the
Bonds and (iii) timely notice of a failure by the State to provide the required annual financial
information on or before the date specified in the Contmnuing Disclosure Agreement for the
Bonds.

Continuing Disclosure Agreement

This Continuing Disclosure Agreement (“Agreement™) is made as of the 1¥ day of
March, 2001 by the State of Connecticut (the “State”) acting by its undersigned officer, duly
authorized, in connection with the issuance of $213,180,000 State of Connecticut Bradley
International Airport Revenue Bonds comprised of $194,000,000 General Airport Revenue
Bonds, Series 2001A, and $19,180,000 General Airport Revenue Refunding Bonds, Series
2001B (collectively, the “Bonds”) dated March 1, 2001, and State Street Bank and Trust
Company, as Trustee for the Bonds. The Bonds are being issued pursvant to a Trust Indenture
entered into by the State and the Trustee dated as of March 1, 2001, as supplemented by a First
Supplemental Trust Indenture between the State and Trustee dated as of March 1, 2001
(collectively, the "2001 Indenture”) for the benefit of the beneficial owners from time to time of
the Bonds.

Section 1. Definitions. For purposes of this Agreement, the following capitalized terms
shall have the following meanings:

"dirport” means Bradley International Airport (an enterprise fund of the State of
Connecticut),

“Final Official Statement" means the official statement of the State dated March 15, 2001
prepared in connection with the Bonds.

"MSRB” means the Municipal Securities Rulemaking Board established under the
Securities Exchange Act of 1934, as amended, or any successor thereto.

“"NRMSIR" means any nationally recognized municipal securities information repository
recognized by the SEC from time to time. As of the date of this Agreement the NRMSIRs are:

Bloomberg Municipal Repositories
P.O. Box 840
Princeton, NJ 08542-0840
(609) 279-3225
Fax: (609) 279-5962
Email: Munis@Bloomberg.com
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DPC Data Inc.

One Executive Drive
Fort Lee, NJ (07024
(201) 346-0701
Fax: (201)947-0107
Email: nrmsir@odpedata.com

Interactive Data
Attn: Repository
100 Williams Street
New York, NY 10038
(212)771-6899
Fax: (212) 771-7390
Email: NRMSIR@:interactivedata.com

Standard & Poor's J. J. Kenny Repository
55 Water Street - 45th Floor
New York. NY 10041
(212) 438-4595
Fax: (212) 438-3975
Email: nrmsir_reposttory{@sandp.com

"Rule” means rule 15¢2-12 under the Securities Exchange Act of 1934, as of the date of
this Agreement.

"SEC" means the Securities and Exchange Commission of the United States, or any
successor thereto.

"SID" means any state information depository established or designated by the State of
Connecticut and recognized by the SEC from time to time. As of the date of this Agreement, no
S1D has been established or designated by the State of Connecticut.

Section 2. Anpual Financial Information,

(a) The State agrees to provide or cause to be provided to each NRMSIR and any
SID, in accordance with the provisions of the Rule and of this Agreement, annual financial
information and operating data (commencing with information and data for the fiscal year ending
June 30, 2001) as follows:

(1) Financal statements of the Airport for the prior fiscal year, which
statements shall be prepared in accordance with generally accepted accounting principles or
mandated state statutory principles as in effeet from time to time.  As of the date of this
Agreement. the Airport’s financial statements are prepared in accordance with generally
accepted accounting principles but is not required to do so. The financial statements wiil be
audited.



(i)  To the extent not included i the financial statements described in (1)
above, the financial information and operating data within the mcaning of the Rule described
below (with references to the Final Official Statement): provided, however, that references to the
Final Official Statement for the Bonds as a means of identifying such financial information and
operating data shall not prevent the State from reorganizing such matenal in subsequent official
statements or annual information reports;

1. Bradley International Airport-Historic Enplaned Passengers (Appendix A —
“FEASIBILITY REPORT” - Table I1.4 on Page 1I-8}:

2. BDL Cargo in Annual Tons {(Appendix A — “FEASIBILITY REPORT™ - Table
1I.5 on Page I1-10});

3 Bradley International Airport-Historic and Budget Total Airline Revenue
(Appendix A - “FEASIBILITY REPORT” — Table 1V.16 on Page ['V-32); and

4. Bradley International Airport-Historic and Budget Total Non-Airling Revenue
(Appendix A - “FEASIBILITY REPORT” — Table 1V.39 on Page 1V-57).

(by  The financial statements and other financial information and operating data
described above will be provided on or before the date eight months after the close of the fiscal
year for which such information is being provided. The Airport’s fiscal year currently ends on
June 30.

(<) Annual financial information and operating data may be provided in whole or in
part by cross-reference to other documents previously provided to each NRMSIR, any SID, or
the SEC. If the document to be cross-referenced is a final officiat statement, it must be availabie
from the MSRB. All or a portion of the financial information and operating data may be
provided in the form of a comprehensive annual financial report or an annual information
statement of the State.

(d) The State reserves the right (i) to provide financial statements which are not
audited if no longer required by law, (i1) to modify from time to time the format of the
presentation of such information or data, and (i1} to modify the accounting principles it follows
to the extent required by law, by changes in gencrally accepted accounting principles, or by
changes in mandated state statutory principles as in effect from time to time; provided that the
State agrees that the exercise of any such right will be dene in a manner consistent with the Rulc.

Section 3. Material Events.
The State agrees to provide or cause to be provided, in a timely manner, to {i) each

NRMSIR or the MSRB and (ii) any SID, notice of the occurrence of any of the following events
with respect to the Bonds, if material:

(a) principal and mterest payment delinquencies;
(b) non-payment related defaults;
(c) unscheduled draws on debt service reserves reflecting  financial

difficulties:
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(d) unscheduled  draws  on  credit  enhancements  reflecting  financial

difficulties:

(e) substitution of credit or liquidity providers, or their failure to perform;

(N adverse tax opinions or events affecting the tax-exempt status of the
Bonds:

() modifications to nghts of holders of the Bonds:

{hy Bond calls:

m Bond defeasances:

() release, substitution, or sale of property securing repayment of the Bonds:
and

(k) rating changes.

In order to assist the State in complying with its undertaking in this Section 3, the Trustee
agrees 1o use its best efforts promptiy to notify the State in writing of the occurrence of any of
the events listed in (a)-(k) above as to which any officer in the Corporate Trust Administration
Department of the Trustee obtains actual knowledge in the course of the performance of the
duties of the Trustee under the 2001 Indenture: provided. however, that the determination of
whether any such occurrence is material shall be a determination te be made by the State and not
the Trustee pursuant to its responsibilities under this Agreement.

Section 4. Notice of Failure to Provide Annual Financial Information.

The State agrees to provide or cause to be provided. in a timely manner. to (i) each
NRMSIR or the MSRB and (i1) any SID, netice ot any failure by the State to provide annual
financial information as set forth in Scction 2(a) hercof on or before the date set forth in Section
2¢bh) hereof.

Section S. Use of Agents,

Annual financial information and operating data and notices to be provided pursuant to
this Agreement may be provided by the State or by any agents which may be emploved by the
State for such purpose from time to time.

Section_ 6. Termination.

The obligations of the State under this Agreement shall terminate upon the earlier of (1)
payment or legal defeasance. at maturity or otherwise. of all of the Bonds, or (i) such time as the
State ccases to be an obhgated person with respect to the Bonds within the meaning of the Rule.
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Section 7. Enforcement.

The State acknowledges that its undertakings set forth in this Agreement are intended to
be for the benefit of, and enforceable by, the beneficial owners from time to time of the Bonds.
In the event the State shall fail to perform its duties hereunder, the State shall have the option to
cure such faillure within a reasonable time (but not exceeding 30 days with respect to the
undertakings sct forth in Section 2 of this Agreement or five business days with respect to the
undertakings set forth in Sections 3 and 4 of this Agreement) from the time the State's Assistant
Treasurer for Debt Management, or a successor, receives written notice from any beneficial
owner of the Bonds of such faillure. The present address of the Assistant Treasurer for Debt
Management is 55 Elm Street, 6th Floor, Hartford, Connecticut 06106,

In the event the State does not cure such failure within the time specified above, the
beneficial owner of any Bonds shall be entitled only to the remedy of specific performance. The
State expressly acknowledges and the beneficial owners are hereby deemed to expressly agree
that no monetary damages shall arise or be payable hereunder nor shall any fatlure to comply
with this Agreement constitute an event of default with respect to the Bonds, including, without
limitation, an event of default under the 2001 Indenture, or a breach of any duty or obligation of
the Trustee under the 2001 Indenture.

Section 8. Miscellaneous.

(a) The State shall have no obligation to provide any information, data or notices
other than as sct forth in this Agreement; provided however, nothing in this Agreement shall be
construed as prohibiting the Statc from providing such additional information, data or notices
from time to time as it deems appropriate in connection with the Bonds. [f the State elects to
provide any such additional information, data or notices, the State shall have no obligation under
this Agreement to update or continue to provide further additional information, data or notices of
the type so provided.

(b} This Agreement shall be governed by the laws of the State of Conncecticut,

(c) Notwithstanding any other provision of this Agreement, the State may amend this
Agrcement, and any provision of this Agreement may be waived, if (i) such amendment or
waiver is made in connection with a change of circumstances that ariscs from a change in legal
requirements, a change in law, or a change in the identity, nature or status of the State. {ii) the
Agreement as so amended or waived would have comphed with the requirecments of the Rule as
of the date of the Agreement, taking into account any amendments or interpretations of the Rule
as well as any changes in circumstances, and (iii) such amendment or waiver 15 supported by
either an opinion of counsel expert in federal securities laws to the effect that such smendment or
watver would not materially adverscly affect the beneficial owners of the Bonds or an approving
vote by the holders of not less than a majority of the aggregate principal amount of the Bonds
then outstanding pursuant to the terms of the 2001 Indenture. A copy of any such amendment or
waiver will be filed in a timely manncr with (i} cach NRMSIR or the MSRB und (ii) anv SID.
The annual financial information provided on the first date following adoption of any such
amendment or waiver will explain, in narrative form, the reasons for the amendment or waiver,
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(d) This Agreement may be executed in any number of counterparts, each of which
shall be deemed an original, but such counterparts shall together constitute but one and the same
mstrumernt.

STATE OF CONNECTICUT

Denise L. Nappier
Treasurer

STATE STREET BANK AND TRUST COMPANY, as
Trustee

By:

Authorized Officer
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APPENDIX F

Proposed Form of Opinion of Co-Bond Counsel

, 2001

To:  Honorable Denise L. Nappier
Treasurer, State of Connecticut
Hartford, Connecticut

We have examined the transcript of proceedings (the “Transcript”) relating to the
issuance by the State of Connecticut (the “State”) of $213,180,000 aggregate principal amount of
State of Connecticut Bradley Intemational Airport Revenue Bonds, comprised of $194,000,000
General Airport Revenue Bonds, Series 2001 A (the “Series 2001 A Bonds™) and $19,180,000
General Airport Revenue Refunding Bonds, Series 2001B (the “Series 2001B Bonds”; together
with the Series 2001 A Bonds, the “Bonds”). The Bonds are authorized to be 1ssued under and
pursuant to the Constitution and laws of the State, particularly Chapter 266a et seq., as amended,
of the General Statutes of Connecticut (the “Act”), by resolutions adopted by the State Bond
Commission (the “Commission”) on August 25, 2000, December 15, 2000 and January 26, 2001
(the “Resolutions™) and the Trust Indenture, as supplemented by the First Supplemental Trust
Indenture, each dated as of March 1, 2001 (together, the “200] Indenture”) between the State and
State Street Bank and Trust Company, as Trustee. The proceeds of the Series 2001 A Bonds are
to be used for the purpose of financing various capital improvements at the State’s Bradley
International Airport. The proceeds of the Series 2001B Bonds are to be used to advance refund
a portion of the State’s Airport Revenue Refunding Bonds, Bradley Intemational Airport, Series
1992 (the “Series 1992 Bonds”). The Transcript documents include a certified copy of the
Resolutions and executed counterparts of the 2001 Indenture. We also have examined a
conformed copy of a Bond.

Based on such examination, we are of the opinion that, under the law existing on the date
of this opinion;

(n The Bonds have been duly authorized, executed and i1ssued in accordance with the
Constitution and statutes of the State, particularly the Act, and constitute valid and legally
binding special obligations of the State, for the payment of which the State has validly pledged
the Pledged Revenues, as defined in the 2001 Indenture, and the other revenues or receipts, funds
or moneys pledged therefor under the 2001 Indenture for payment of the principal of and interest
and any premium on the Bonds. The Bonds shall not be payable from nor charged upon any
funds other than the Pledged Revenues or the other receipts, funds or moneys pledged therefor
pursuant to the 2001 Indenture. Payment of the principal of and interest and any premium on the



Bonds is subject to bankruptcy laws and other laws affecting creditors’ rights and the exercise of
judicial discretion.

2) The Bonds are secured by a pledge in the manner and to the extent set forth in the
2001 Indenture. The 2001 Indenture creates the valid pledge of and the valid lien upon the
Pledged Revenues, subject only to the provisions of the 2001 Indenture permitting the
application thereof for or to the purposes and on the terms and conditions set forth in the 2001
Indenture, and provided that the Bonds are subordinate to the Series 1992 Bonds in right of
payment from General Revenues (as defined in the 2001 Indenture), to the extent that such
General Revenues are *“Gross Operating Revenues” for purpeses of the trust indenture securing
the Series 1992 Bonds. In accordance with the Act, such lien is vahd and binding as against all
parties having claims of any kind in tort, contract or otherwise against the State, irrespective of
whether such parties have notice thereof.

(3) The 2001 Indenture is legal, valid, binding and enforceable in accordance with its
terms, except that the binding effect and enforceability thereof are subject to bankruptcy laws
and other laws affecting creditors’ rights and to the exercise of judicial discretion,

(4) Interest on the Bonds i1s excluded from gross income for federal income tax
purposes under Section 103 of the Internal Revenue Code of 1986, as amended (the “Code”),
except for interest on any Series 2001A Bond for any period during which it is held by a
“substantial user” or a “related person,” as those terms are used in Section 147(a) of the Code.
Interest on the Bonds is excluded from the Connecticut income tax on individuals, trusts and
estates and from amounts on which the net Connecticut minimum tax is based in the case of
individuals, trusts and estates required to pay the federal alternative minimum tax. Interest on
the Bonds is included in gross income for purposes of the Connecticut corporation business tax.
The Series 2001 A Bonds are “private activity bonds™ within the meaning of Section 141(a) of
the Code, the interest on which is an item of tax preference for purposes of the alternative
minimum tax imposed on individuals and corporations under the Code. The Series 2001 B Bonds
are not “private activity bonds” and therefore the interest on those Bonds is not an item of tax
preference for purposes of the federal alternative minimum tax 1mposed on individuals and
corporations. Interest on the Bonds may be subject to certain federal taxes imposed only on
certain corporations. We express no opinion as to any other tax consequences regarding the
Bonds.

Under Code provisions applicable only to certain corporations (as defined for federal
income tax purposes), a portion of the excess of adjusted current eamings (which includes
interest on all tax-exempt obligations, including the Bonds) over other alternative minimum
taxable income is included in alternative minimum taxable income that may be subject to a
corporate alternative minimum tax. In addition, interest on the Bonds may be subject to a branch
profits tax imposed on certain foreign corporations doing business in the United States and to a
tax imposed on excess net passive income of certain S corporations.



In giving the foregoing opinion with respect to the treatment of the interest on the Bonds
and the status of the Bonds under federal tax laws, we have assumed and relied upon compliance
with the State’s covenants and the accuracy, which we have not independently venfied, of the
State’s representations and certifications, all as contained in the Transcript. The accuracy of
those representations and certifications, and compliance by the State with those covenants, may
be necessary for the interest to be and to remain excluded from gross income for federal income
tax purposes. Failure to comply with certain of those covenants subsequent to issuance may
cause interest on the Bonds to be included in gross income for federal income tax purposes
retroactively to their date of 1ssuance.

We have assumed for purposes of this opinion the due authorization, execution and
delivery by and the binding effect upon and enforceability agamst the Trustee of the 2001

indenture.

We express no opinion as to the Statement of Insurance printed on the Bonds referning to
the Bond Insurance Policy (as defined in the 2001 Indenture) issued by Financial Guaranty
Insurance Company or as to the Bond Insurance Policy referred to in that Statement.

Respectfully submuitted,

[to be signed “Squire, Sanders & Dempsey L.L.P.”
and “Shipman & Goodwin LLP”}
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APPENDIX G
BOND INSURANCE POLICY SPECIMEN

Financial Guaranty Insurance .
Company FGI C
115 Broadway ’
New York, NY 10006

(212) 312-3000

(800) 352-0001

A GE Capital Company

Municipal Bond
New Issue Insurance Policy

Issuer: Policy Number:

Control Number: 0010001

Bonds:

Financial Guaranty Insurance Company (“l:'inanci:?Gfk| . a New York stock insurance company, in
consideration of the payment of the premium an ect tp e terms of this Policy, hereby unconditionally and
irrevocably agrees to pay to State Street st Company. N.A_ or its successor, as s agent {the
“Fiscal Agent™), for the benefit of BondhQIdAR, th¥ portion of the principal and interest on the above-described
debt obligations {the “"Bonds™) which% ecome Due for PMayment but shall be unpaid by reason of
Nonpayment by the Issuer.

Financial Guaranty will make such payments to the Fiscal Agent on the date such principal or intetest becomes
Due for Payment or on the Business Day next following the day on which Financial Guaranty shali have
reccived Notice of Nonpayment, whichever is later. The Fiscal Agent will disburse to the Bondholder the face
amount of principal and interest which is then Due for Payment but is unpaid by reason of Nonpayment by the
Issuer but only upon receipt by the Fiscal Agens, in form reasonably satisfactory to it. of {i) evidence of the
Bondholder's right to receive payment of the principal or interest Due for Payment and {11} evidence, including
any appropriate instruments of assignment, that all of the Bondholder's rights to payment of such principat or
mterest Due for Payment shall thereupon vest in Financial Guaranty, Upon such disbursement, Financial
Guaranty shall become the owner of the Bond, appurtenant coupon or right to payment of principal or interest
on such Bond and shall be fully subrogated to all of the Bondholder's rights thereunder. including the
Bondholder’'s right to payment thereof.

This Policy is non-cancellable for any reason. The premium on this Pohey is not refundable for any reason,
including the payment of the Bonds prior to their maturity. This Policy does not msure against loss of any
prepayment premium which may at any time be payable with respeet to any Bond.

As used herein, the term “Bondholder” means, as to a particular Bond. the person other than the [ssuer who, at
the time of Nonpayment, is entitled under the terms of such Bond to payment thereof. “Due for Payment”
means, when referring to the principal of a Bond, the stated maturity date thereof or the date on which the same
shall have been duly called for mandatory sinking fund redemption and does not refer to any earlier date on
which payment is due by reason of call for redemption (cther than by mandatory sinking fund redemption),
acceleration or other advancernent of maturity and means, when referring to interest on a Bond, the stated date

FGIC 15 a registered service mark used by Financial Guaranty Insurance Company under license from its parent cormnpany, I'GIC Corporation.
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Financial Guaranty Insurance

g |
Company FGIC
115 Broadway :

New York, NY 10006
{212) 312-3000
(8001 352-0001

A GE Capital Comparny

Municipal Bond
New Issue Insurance Policy

for payment of inlerest. “Nonpayment™ in respect of a Bond means the failure of the Tssuer to have provided
sufficient funds to the paving agent for payment in full of all principal and interest Due for Payment on such
Bond. “Notice™ means telephonic or telegraphic notice, subsequently condirmed in writing. or written notice by
registered or certified mail, from a Bondholder or a paying ag the Bonds to Financial Guaranty,
“Business Day™ means any day other than a Saturday. Sunday ¢ hich the Fiscal Agent is authorized
by Jaw to remain closed.

[n Witness Whereof, Financial Guaranty has ca d‘this ?E icy to be atfixed with its corporate seal and to be
signed by its duly authorized officer in facsgm b 1 effective and binding upon Financial Guaranty by
e

virtue of the vountersignature of its duly % zedMepresentative.

President

Effective Date: Authorized Representative

State Street Bank and Trust Company. N.A acknowledges that it has agreed to perform the duties of Fiscal
Agent under this Policy.

Authorized Officer

FOIC 1w resistered wervice nark used by bimancid Duaraniy Insutarce Comipany under license from its parent commpans, FOIC Camporation.
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Financial Guaranty Insurance

2]
Company FGIC
115 Broadway .

New York, NY 100{6
(2123312-3000
(800) 352-0001

A GE Capitat Company

Endorsement
To Financial Guaranty Insurance Company
[nsurance Policy

Policy Number: Control Number: 0010001

[t is further understeed that the ferm “Nonpayment™ in respect
imterest made to a Bondhoelder by or on behalf of the issl.“
v

; mcludes any payment of principal or
sh Tond which has been recovered from such
2%y a trustee in bankruptey in accordance with a
jupbdiction.

Bondholder pursuant to the United States Bankrupt
final. nonappealable order of a court having co

NOTHING HEREIN SHALL BE ('ON% D TO WAIVE, ALTER, REDUCE OR AMLEND COVERAGFE
IN ANY OTHER SECTION OF THE PGIACY. [F FOUND CONTRARY TO THE POLICY LANGU AGE,
THE TERMS QF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE:.

In Witness Whereof, Financial Guaranty has caused this Endorsement 1o be affixed with its corporate seal and to
be signhed by its duly authorized officer in facsimile to become eftective and binding upon Financial Guaranty hy
virtug of the countersignature of its duly authorized representative.

President
Effective Date: Authorized Representative

Acknowledged as of the Effective Date written above:

Authorized Officer
State Street Bank and Trust Company, N.A., as Fiscal Agent

FLK 15 o regisiered serviee mark wsed by Fnancial Goaranty Insurance Compans undes heense frnn i parent company, FGIC Corperation.
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Financial Guaranty Insurance ]
Company FGIC
115 Broadway -
New York. NY 10006

(212)312-3000
(800) 352-G001

A GE Capital Company

Mandatory Connecticut State
Amendatory Endorsement

To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Conlr“ber: 0010001

The insurance provided by this Policy is not covered {y necticut [nsurance Guaranty Association
(Connecticut [nsurance Code, Title 38a, Chapter 7044 Part )’

NOTHING HEREIN SHALL BE CONS
IN ANY OTHER SECTION OF THE
THE TERMS OF THIS ENDORSEMEN

WAIVE, ALTER, REDUCE OR AMEND COVERAGE
Ay 1F FOUND CONTRARY TO THE POLICY LANGUAGE,
JPERSEDE THE POLICY LANGUAGE.

In Witness Whereof. Financial Guaranty has caused this Endorsement to be affixed with its corporate seal and to
be signed by its duly authorized officer in facsimile to become effective and binding upon Financial Guaranty by
virtee of the countersignature of 1ts duly authonzed representative.

President
Effective Dale: Authorized Representative

Acknowledged as of the Effective Date written above:

Authorized Officer
State Street Bank and Trust Company, NJA.. as Fiscal Agent

FUIC 1s o sepistered service mark used by Financial Guaranty Inserance Company under license from its parent company. I'GIC Corporation.
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Financial Guaranty Insurance
Company

113 Broadway

New York, NY 10606

(212} 312-3000

(800} 352-0G001

=

A GE Capital Company

Mandatory Connecticut State
Amendatory Endorsement

To Financial Guaranty Insurance Company
[nsurance Policy

Policy Number: Cuntr“ber: 0010001

Notwithstanding the terms and conditions of this Poli Wr understood that there shall be no
acceleration of payment due under such Policy 33 & acceleration is at the sole option of Financial
Guaranty.

NOTHING HEREIN SHALL BE CON%D TO WAIVE, ALTER, REDUCE OR AMEND COVERAGE
IN ANY OTHER SECTION OF THE PGMCY. IF FOUND CONTRARY TO THE POLICY LANGUAGE,
THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE.

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal and to

be signed by its duly authorized officer in facsimile to become effective and binding upon Financial Guaranty by
virtue of the countersignature of its duly authorized representative.

£ et Pt @z%

President
Effective Date: Authorized Representative
Acknowledged as of the Effective Date written above:

Authorized Officer
State Street Bank and Trust Company, N.A., as Fiscal Agent

FGIC 15 a repistered service marh wsed by Financial Guaranty insurance Cormpany under License from its parent company, FGIC Comoration.
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