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In theopinion of Co-Bond Counsel, under existing law (i) 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 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 Internal Revenue Code of 1986, as amended, and (ii) 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 2001A Bonds are “private activity bonds” the interest on which is an item of tax
preference for purposes of the federal alternative minimum tax 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 tax imposed on individuals and corporations. Interest on the Bonds may be subject to certain federal taxes imposed only on
certain corporations. For a more complete discussion of the tax aspects, see “TAX MATTERS” herein.

$213,180,000
r Brad[e STATE OF CONNECTICUT
[nternatlana[ Bradley International Airport Revenue Bonds

L IPOI't COMPRISED OF

Connecticut Department of B Transportation $194’000’000 $19,180,000
General Airport Revenue Bonds General Airport Revenue Refunding Bonds
Series 2001A (AMT) Series 2001B (Non-AMT)
Dated: March 1, 2001 Due: October 1, as shown on the inside cover

This Official Statement describes Bradley International Airport (the “Airport”) and other matters relating to the Series 2001A
Bonds and Series 2001B Bonds (collectively, the “Bonds”) identified above. The Series 2001A Bonds are being issued to finance various
capital improvements at the Airport. The Series 2001B Bonds are being issued to refund a portion of certain outstanding Airport
Revenue Bonds 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 and State
Street Bank and Trust Company, as Trustee.

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 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 form through a direct or indirect participant in The Depository Trust Company
(“DTC”). Interest on 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 acceleration upon the occurrence of an event of default or
otherwise.

The scheduled payment of principal of and interest on the Bonds when due will be guaranteed by a municipal bond insurance
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$194,000,000
General Airport Revenue Bonds

Series 2001A (AMT)
Maturity Principal Interest
October 1 Amount Rate Yield

2002 $1,390,000 3.50% 3.20%
2003 1,440,000 3.50 3.50
2004 3,740,000 3.60 3.65
2005 3,880,000 3.75 3.75
2006 920,000 3.80 3.89
2006 3,125,000 5.00 3.89
2007 4,225,000 4.00 4.00
2008 4,400,000 4.10 4.10
2009 1,480,000 4.20 4.23
2009 3,120,000 5.25 4.23
2010 1,445,000 4.30 4.33
2010 3,390,000 5.25 4.33
2011 940,000 4.375 4.42
2011 4,150,000 5.25 4.42
2012 1,280,000 4.50 4.53
2012 4,075,000 5.25 4.53*
2013 5,635,000 5.25 4.63*
2014 5,935,000 5.25 4.73*%
2015 6,260,000 5.25 4.82*
2016 6,595,000 5.25 4.90*
2017 6,955,000 5.25 4.97*
2018 7,315,000 5.00 5.06
2019 7,690,000 5.05 5.10
2020 8,095,000 5.125 5.15
2021 8,525,000 5.15 5.17
2022 6,910,000 5.15 5.19

$31,480,000 5.125% Term Bonds due October 1, 2026 — Yield 5.23%
$49,605,000 5.125% Term Bonds due October 1, 2031 — Yield 5.25%

(plus accrued interest from March 1, 2001)

*Priced assuming redemption on April 1, 2012; however, any such redemption is at the optional
election of the State. See “THE BONDS — Redemption” herein.

$19,180,000
General Airport Revenue Refunding Bonds
Series 2001B (Non-AMT)

Maturity Principal Interest
October 1 Amount Rate Yield
2002 $ 235,000 3.25% 3.10%
2003 245,000 3.40 3.40
2004 255,000 3.50 3.50
2005 260,000 3.60 3.60
2006 270,000 3.75 3.75
2007 285,000 3.875 3.875
2008 295,000 4.00 4.00
2009 305,000 4.10 4.10
2010 320,000 4.20 4.20
2011 8,190,000 4.25 4.27
2012 8,520,000 4.30 4.37

(plus accrued interest from March 1, 2001)



No dealer, broker or other person has been authorized to

give any information or to make any representations other than those

contained in this Official Statement, in connection with the offering contained herein, and, if given or made, such information or
representation must not be relied upon as having been authorized by the State of Connecticut or the Underwriters. This Official Statement
does not constitute an offer to sell or the solicitation of an offer to buy any securities 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 time does not imply that the information herein is

correct as of any time subsequent to its 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, IF COMMENCED, MAY BE DISCONTINUED AT

ANY TIME.
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In Memoriam

Robert F. Juliano

This financing is 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 International Airport as a major aviation transportation facility would
not have occurred.

His energy and personal touch will be missed and remembered by all who knew him,
both personally and professionally.



$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 2001B (Non-AMT)

INTRODUCTION

The purpose of this Official Statement is 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 “Series 2001A Bonds”) and $19,180,000 General
Airport Revenue Refunding Bonds, Series 2001B (the “Series 2001B Bonds”) (collectively, the
“Bonds”), being issued by the State of Connecticut (the “State”). Certain capitalized terms used
in this Official Statement, unless otherwise defined in the text, are definédgppendix D —
Summaries of Principal Financing Documents.

Purpose of the Bonds

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

The Series 2001B Bonds will be used (i) to purchase United States Government
Obligations to be held in an escrow account and used to advance refund $16,600,000 of the 1992
Refunding Bonds (as defined below) and (ii) to pay costs associated with the issuance of the
Series 2001B Bonds. The refunded 1992 Refunding Bonds will be redeemed on October 1,
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 arfli[8&iest in terms of air cargo. The Airport's
primary air service area is most of the State of Connecticut and southwestern Massachusetts.
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 warehouse 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 4.5%. Almost all of the passenger travel at the Airport is
characterized as origin-destination. This means that for most passengers, the Airport is either the
origin or destination of their travel. This is 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 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 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 Trustee (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 subjegbrior lien on the
Airport’s gross operating revenues securing the outstanding State of Connecticut Airport
Revenue Refunding Bonds, Bradley International Airport, Series 1992 (the “1992 Refunding
Bonds”) currently outstanding in the aggregate principal amount of $71,215,000. Upon issuance
of the Series 2001B Bonds, $54,615,000 of 1992 Refunding Bonds will remain outstanding. The
1992 Refunding Bonds were issued by the State to refund outstanding Airport 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 will 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 remaining 1992 Refunding Bonds. The earliest date on which the 1992
Refunding Bonds are subject to optional redemption is 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 control 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 issued its $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 Garage 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 lease
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 Garage 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 BbmedParking 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
Minimum Guarantee Payment”) and additional amounts paid to the State 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

3



established under the 1982 Indenture, and then will be available to be deposited as Revenues
under the 2001 Indenture, and (ii) 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 Released 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_notbe subject to acceleration upon the occurrence of an event of default
under the 2001 Indenture.

A substantial portion of the principal of and interest on the Bonds will be payable from
passenger facility charges (“PFCs”). As permitted under federal law, PFCs are charged by the
Airport to each qualifying passenger enplaning at the Airport. The airlines and their agents
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 THE 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
simultaneously 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 Louis 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 is included in this Official Statemémpesdix
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
forecasted financial results of the Airport, including the assumptions and rationale underlying
those forecasts. As noted in the Feasibility 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 Continuing Disclosure Agreement, and
certain other matters. Those descriptions and summaries do not purport to be comprehensive or
definitive. The descriptions of the Bonds and the other documents contained 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 Airport’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 06106, (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
266aet. seq. as amended (the “Act”), and the 2001 Indenture. Under the Act, the State 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 State Bond Commission consists of the Governor, the Treasurer, the Comptroller, the
Attorney 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, priority 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 hominee 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 will 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 to 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 in 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



unredeemed 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 2001A Bonds will be subject to redemption prior to
maturity as follows:

Mandatory Sinking Fund Redemptioithe Series 2001A 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, 2031 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, 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 RedemptianThe Series 2001A 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
April 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 2001A
Bonds, or portions thereof to be optionally redeemed, will be selected prior to the selection by lot
of the Series 2001A 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 2001A Bonds and the
Series 2001B 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 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, (ii) 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 ceases 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, (iii) the date fixed for redemption, and (iv) 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 whole or in part at the registered owner’s address
shown on the register on the fifteenth day preceding that mailing. Failure to receive 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 all the Bonds called for 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 so deposited.

If (&) 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. If money for the redemption of all of the
Bonds or portions thereof to be redeemed, together with interest accrued thereon to the
redemption date, is 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 series which are subject to
mandatory sinking fund redemption on the applicable Mandatory Redemption Date are 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 Trustee 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 series, or portions thereof in authorized
denominations, to be so redeemed will be made in such amounts, within such maturities as
determined in writing by the State. Within such maturities, the selection will be made by lot by
the Trustee in any manner which the Trustee may determine.




Book-Entry-Only System

Portions of the following information concerning DTC and DTC’s book-entry-only
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 series of the Bonds will be issued for each maturity 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 is also available to others such as securities 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 interests 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 their 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 is 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 Trustee, 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 IS 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 Trustee 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 timely 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
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 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 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.

Bonds Outstanding 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 are first callable 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 $3,855,000 Airport Revenue Taxable Subordinated
Refunding Bonds, Bradley International Airport, Series 1989 (the “1989 Bonds”) dated August
1, 1989. Therefore, 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 subjetitéqorior 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
premium, 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 effecifThe State has covenanted under the 2001 Indenture not to
issue any additional bonds under the 1982 Indenture.

Parking Garage Revenue Bonds and Application of Parking Revenues

As discussed under “INTRODUCTION — Security for the Bonds,” the State issued its
Parking Garage Revenue Bonds on April 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 parity 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 Guarantee Payment”).
The State Minimum Guarantee Payment is payable monthly, with annual amounts beginning at
approximately $8.2 million 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 deposits required under the Parking Lease, including debt service on the Parking Garage
Revenue Bonds and the State Minimum Guarantee Paymni2ating the term of the Parking
Lease, all gross parking revenues from the Parking Garage and surface parking facilities 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 Indentudenounts 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 2001 Indenture, and
(i) 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 revenues,
income, receipts and money derived from the ownership and operation of the Airport, including

all rentals, charges, landing fees, use charges, concession revenue and PFC Revenues received
by or on behalf of the State, (ii) investment earnings on amounts deposited 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, generally all Revenues initially will be
deposited in 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 Airport Fund (the “1982 General
Airport Fund”) held by the trustee under the 1982 Indenture (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. See “Deposit of Revenues and Application of Funds - Application of Funds Under the
2001 Indenture” herein.

Pledged RevenuesJpon 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 Facilities.

Under the 2001 Indenture, “Pledged Revenues” means all 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: (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 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,
(iif) the Debt Service Fund, including the Bond 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 2001A Account and the Series 2001B Account. In addition to the exclusions identified in
the preceding sentence, “Pledged Revenues” does not include (i) moneys and securities from
time to time on deposit in the General Airport Fund, including the Deposit Account therein, (ii)
moneys and securities from time to time on deposit in the Improvement Fund, including the
Deposit Account therein, and (iii) 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
Internal 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. Funds deposited into the PFC Revenue Fund will initially be deposited into
the PFC Coverage Account 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 2001A Bonds. The “PFC Component” is that portion of the Debt Service
Requirements on the Series 2001A 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
Series 2001A Bonds. Use of PFC Revenues is limited to the allowable costs of approved PFC
Facilities. See “Deposit of Revenues and Application of Funds - The 2001 Indenture - PFC

Revenue Fund; PFC Coverage Account” and “PFC Program - Airport PFC Approvals” herein.

Released Revenues Relating to the Parking Leamder the 2001 Indenture, Revenues
relating to the Parking Lease are Released Revenues and are to be deposited and applied as set
forth in the Parking Lease. As Released Revenues, such amounts are not deposited into the
funds and accounts under the 2001 Indenture and arBladged 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 deposited 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 aggregate basis, to pay specified amounts to the Parking
Operator 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 deposited 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 event 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 remedies 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 affiliates 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 Facilities’ 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 issuance of the Parking
Garage Revenue Bonds, APCOA and the Parking Operator have agreed to file their annual
financial statements with the nationally recognized municipal 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, until the 1992 Refunding Bonds have been paid or legally defeased and the
1982 Indenture discharged, the State has covenanted under the 1982 Indenture 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 will 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 outstanding, 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 Airport so as to provide Gross Operating Revenues sufficient (a) to pay the principal of
and interest and premium, if any, on the 1992 Refunding Bonds as the same shall become due
(whether at maturity, 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 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 Indenture 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 maturity or otherwise). SeAppendix 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, all covenants of the State contained in the 1982 Indenture will no
longer 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 it will at all times prescribe, fix, maintain
and collect rates, fees 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 payable,
(i) pay all Debt Service Requirements on bonds Outstanding under the 2001 Indenture
(including the Bonds) when due and payable, (iii) make all required deposits, if any, into
the Debt Service Reserve Account and the Rebate Account, (iv) pay amounts required to
be paid under any Contract or Other Airport Obligation when due and payable, and (v)
remedy all deficiencies in required payments or deposits into the funds and accounts
created hereunder;

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

0] 120% 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 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

(i)  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 nancluding amounts on deposit in the General Revenue
Enhancement Account); and

(© provide PFC Revenues in each Fiscal Year equal 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 Senior Lien on General Revenues and/or PFC Revenues, the Supplemental Indenture
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 Indenture the rate covenant provision to be applicable with respect to such Bonds
in accordance with clause (c) above; provided that, each 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 Outstanding Bonds) shall indicate in writing to the State that the use of such rate covenant
provision for purposes of clause (c ) 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 collect 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 measures to revise such rates, fees and other charges as advised by an Airport
Consultant, there will be no Event of Default as described in the 2001 Indenture until at least the
end of such next Fiscal Year and only then if Net General Revenues are less than the amount
required by the rate covenant provisions of the 2001 Indenture described abovApeelix
D-1 - Summaries of Principal Financing Documents, Bradley International Airport 2001
Indenture — Defaults and Remediesfor 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 1982 Indenture are to be applied to the funds and accounts
specified in the 1982 Indenture for the purposes set forth therein. Any moneys remaining after
the application of the Gross Operating Revenues as specified in the 1982 Indenture are to be
applied to the funds and accounts specified in the 2001 Indenture for the purposes set forth
therein. Upon the payment or legal defeasance of the 1992 Refunding 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 as
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 benefit 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 moneys 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:

0) (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 months and (B) to the Redemption
Account, to pay 1/12th of the principal and premium, if any, due within the next 12 months for
each of the term 1992 Refunding Bonds then outstanding;

(i)  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;

(i)  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
“O&M Account Requirement”), subject to increase or decrease 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 interest 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 inAppendix 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 Refunding
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 General
Airport Fund under the 1982 Indenture (and available for withdrawal thereunder) for deposit into
the Revenue Fund under the 2001 Indenture.
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All Revenues (other than PFC Revenues, Released Revenues 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 FundThe amounts deposited into the Revenue Fund
immediately will be allocated to the account within the Revenue Fund designated therefor:

() 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 set 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 Released
Revenues, such Released Revenues may be deposited as set forth therein 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.

Moneys 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 its sole discretion:

0] to pay Operating Expenses (including amounts transferred from time 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;

(i)  to depositinto the Debt Service Fund the amounts required by the 2001
Indenture, provided that, amounts in the Released Revenue Account shall be used
only for deposits to accounts or subaccounts relating 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;

(i) to deposit into the Debt Service Reserve Account the amounts required by
the 2001 Indenture, provided that, amounts in the Released Revenue Account
shall be used only for deposits to accounts or subaccounts relating 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;

(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 relating 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 Airport
Obligations, provided that, for any payments with respect to any Other Airport
Obligations, if 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
General Revenue Account;

(vii)  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.

SeeAppendix 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 AccourRFC Revenues
will be deposited initially 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 2001A 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 Revenue 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. 3@pendix 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 2001A 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 (i) transferred by the State to the Deposit Account
of the Improvement Fund to pay allowable costs of PFC Facilities, (ii) transferred to the Bond
Service Account or the Payments Account to be used for payments on related bonds and
Contracts or (iii) used for such other purposes as may be permitted pursuant to applicable law.
SeeAppendix D-1 — Summaries of Principal Financing Documents — Bradley International
Airport 2001 Indenture — Revenue Fund and PFC Revenue Fundor a description of certain
limitations applicable under the 2001 Indenture to such uses by the State.

The 2001 Indenture — Debt Service Reserve Accoufthe 2001 Indenture establishes
the Debt Service Reserve Account within the Debt Service Fund, together with separate
subaccounts for each series of bonds under the 2001 Indenture. There will be deposited into the
Series 2001A Bonds and Series 2001B Bonds subaccounts, respectively, of the Debt Service
Reserve Account, amounts as set forth in “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 Airport 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 is 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.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 issue additional bonds under
the 2001 Indenture that are: (i) equally and ratably secured by the General Revenues or PFC
Revenues under the 2001 Indenture on a parity with the Bonds (“Senior Lien Bonds”); (ii)
subordinate to the Bonds (“Subordinate Lien Bonds”); (iii) secured by a Senior 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 Senior 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
Lien on some Revenues (“Hybrid Bonds”). The State will covenant in the 2001 Indenture not to
issue 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 certain refunding bonds), there must be
filed either:

(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) gifts or grants or
expenditures of such gifts or grants) for each 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 Outstanding 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 secured on a parity
therewith, or

(B) areport by an Airport Consultant to the effect that in each 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)
gifts 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 percentage which may be specified in a Supplemental Indenture with respect to
Outstanding PFC Revenue Bonds) of the Maximum Annual Debt Service Requirement
on all Senior 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, imposed prior to the date of delivery of
the proposed Additional Bonds and not fully reflected in the historical related Net Revenues
actually 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, each 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
clauses (A) and (B) above will not, by itself, result in a reduction or withdrawal of such Rating.
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Additional Senior 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:

Q) the State shall have 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 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), all
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, seéAppendix D-1 - Summaries of Principal Financing Documents - Bradley
International Airport 2001 Indenture - Additional Bonds.

Airline Operating Agreements

The State is a party to individual 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 Operating
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:

(@) 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 square foot associated with each area of the
terminal complex;

(b) Landing Fees Each 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 arrivals 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 airfield area are multiplied 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 Charge€ach 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 are allocated to
each user in 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 terminal 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 provide 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
immediately preceding calendar year) have approved the Project. This allows 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 Trustee, on behalf of the holders of the BondsAppendix 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 rights 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
proceedings without the consent of Bondholders following 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 Insurer nor the State make any representations that the Bond
Insurer will exercise any or all rights available to the Bond Insurer, or that the Bond Insurer will
act in such a manner as to promote and protect the interests of Bondholder&ppgeelix D-1
— Summaries of Principal Financing Documents, Bradley International Airport 2001
Indenture — Special Provisions Relating to the Bond Insurer.

BOND INSURANCE

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

Concurrently with the issuance of the Bonds, Financial 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 Street 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
Issuer. 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 rights to payment of such principal 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 from 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.
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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 date for its payment.

Generally, in connection with its insurance of an issue of municipal securities, Financial
Guaranty requires, among other things, (i) 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 its
payment obligations under its insurance policy; and (ii) 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 in connection with its insurance of the
Bonds are set 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 parity debt that is not
secured by credit enhancement.

The Policy is not covered by the Property/Casualty Insurance 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 is
obligated to pay the debts of or the claims against Financial Guaranty. Financial Guaranty is 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 generally accepted
accounting principles. Copies of such financial statements may be obtained by writing to
Financial Guaranty at 115 Broadway, New York, New York 10006, Attention: Communications
Department (telephone number: 212-312-3000) or to the New York State Insurance Department
at 25 Beaver Street, New York, New York 10004-2319, Attention: Financial Condition
Property/Casualty Bureau (telephone number: 212-480-5187).
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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 Airport in this Official Statement.

Introduction

Bradley 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 is within one hour and fifteen minutes of driving time from
numerous other Connecticut and Massachusetts cities, including New Haven, Bridgeport,
Danbury, New London, Worcester and Pittsfield. It is 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 aficb86iest in terms of
air cargo. The Airport’'s passenger makeup consists of 50% leisure travel and 50% business
travel. Over 97% of the passenger activity at the Airport is from passengers who are beginning
or ending their flight at the Airport, therefore the Airport is designated 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, including commercial, private and military departures and arrivals. For the year
2000, 7.3 million 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 level 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, Minneapolis, 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 cities 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.
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For the year 2000, the five top air carriers at the Airport carried 77.1% of the total
passenger activity of 7.3 million passengers; US Airways represented 22.9%, Delta 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

BRADLEY
INTERNATIONAL
ARPORT

= Markel Area
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The Airport is located between Hartford, Connecticut and Springfield, Massachusetts and
adjacent to Interstate 91. Airport passenger surveys from previous studies performed by the
Airport Consultant indicate that the Airport air service area is centered on Hartford County, the
ground travel 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 enplaning at the Airport originated in
an area comprising 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 Airport, this area is defined as the Airport’'s Air Service Area. Other than Massachusetts,
out-of-state passengers come from eastern New York, southern Vermont and western New
Hampshire. These non-Massachusetts 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 Area may expand 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 area expansion in those directions.

It should also be noted that the Southwest strategy of low fare service has tended to
deepen airport service areas (i.e., 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 fare service.

The Economy, Population, Income and Employment

The State is a highly developed and urbanized state. It is situated directly between the
financial centers of Boston and New York. The State is located on the northeast coast and is the
southernmost of the New England States. It is bordered by Long Island Sound, New York,
Massachusetts and Rhode Island. 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 exceeded the United States’ rate of population
growth during the period 1940 to 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 all
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 early 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 late 1980s; and the unemployment rate, which is the lowest in a decade
and lower than the regional and national rate.
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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 enplanements were recorded at the Airport.
Income in the air service area is also largely determined by trends in the State. The United States
Bureau 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 Jersey, 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 for the area 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 Airport currently consists of two passenger terminals, three concourses and an
international arrivals building, with 24 passenger gates. Please 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, covering 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 (designated as Concourse C). US Airways, Continental Airlines, and United
Airlines are the major carriers occupying Terminal A. The upper (second level) of Terminal A
contains the main elements required for processing departing passengers: 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 is 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-secure walkways 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 leases space in the
Murphy Terminal. The IAB represents a linear concept, housing both terminal and concourse
elements in a single structure. The concourse is single loaded. The IAB contains two upper
level holdrooms, one historically dedicated to international flights, and an upper level
customs/baggage claim area. The lower level includes other immigration processing service
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facilities and Federal Inspection Station (“FIS”) offices, as well as a second baggage claim area.
The IAB 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 continuously in-use airport passenger terminal in the United States today. Originally
built as a single level terminal reflecting a simple linear concept, it 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. Airport 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, Shuttle 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. Additionally, 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 TaxiwaysThe 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 oriented in a northeast — southwest configuration. The runway
has the capacity to accommodate all types of commercial aircraft flown by the major airlines. Its
last major reconstruction was completed in 1990. Runway 15-33 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 5,246, 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 Improvement Program (AIP) funding coupled with AIP
Discretionary Funds and/or additional future PFC funds.

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

Other Facilities. The Airport recently completed 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 is integrated 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 occupancy levels have averaged around 80%, with midweek (Tuesday
through Thursday) occupancy at or near 100% and weekend occupancy 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.

33



BRADLEY INTERNATIONAL AIRPORT
STATEMENT OF OPERATIONS

For the Year ended June 30,

OPERATING REVENUES 2000 1999 1998 1997 1996
AIRLINE REVENUE
Terminal building — Airline $ 4,127,718 $ 3,959,285 $ 3,752,223 % 3,878,266 $ 4,149,135
Passenger terminal apron 1,936,625 1,576,880 1,974,486 1,588,346 1,476,658
Baggage claim rent 948,198 881,579 864,474 879,963 897,652
Landing fees 7,895,650 6,424,882 7,963,794 6,439,810 6,159,240
Ramp Parking 211,167 271,625 31,728 264,266 259,112
Sub Total $ 15,119,358 $ 13,114,251 $ 14,586,705 $ 13,050,651 $ 12,941,797
NON AIRLINE REVENUE
Rental cars $ 6,790,804 $ 5,663,030 $ 4,973,101 $ 4,511,155 $ 4,114,640
Terminal building - Non Airline 89,407 189,270 183,804 181,783 181,980
Restaurants 2,599,846 2,313,132 2,265,588 2,228,651 2,231,491
Hotel concessions 453,772 406,017 400,538 400,000 400,000
Other concessions 2,918,834 2,453,951 2,192,443 2,171,674 2,086,609
Fixed base operations 668,475 650,539 614,331 397,678 659,715
Land and building rentals 2,152,759 1,990,143 1,942,985 1,907,371 1,867,444
Auto parking 10,029,716 9,073,162 7,974,156 7,408,538 6,897,191
Other operating revenue 484,220 505,403 512,326 473,542 438,598
Sub Total $ 26,187,833 $ 23,244,647 $ 21,059,272 $ 19,680,392 $ 18,877,668
TOTAL OPERATING REVENUES $ 41,307,191 $ 36,358,898 $ 35,645,977 $ 32,731,043 $ 31,819,465
PERSONAL SERVICES
Salaries and wages $ 6,057,824 $ 5,808,852 $ 5,255,917 $ 5,218,271 $ 4,798,232
Overtime 631,179 757,854 674,452 589,046 1,008,288
Shift differential 25,493 26,669 26,660 26,590 25,626
Other pay 121,803 126,341 126,880 114,935 117,494
Fringe benefits 2,853,851 2,552,628 2,319,653 2,257,156 2,388,935
Indirect cost allocation 302,891 290,442 262,793 260,914 239,891
Other personal services 91,360 151,600 171,391 125,883 115,442
Sub Total $ 10,084,401 $ 9,714,386 $ 8,837,746 $ 8,692,795 $ 8,693,908
OTHER EXPENSES
Contractual services $ 9,101,443 $ 8,999,508 $ 7,871,806 % 8,405,724 $ 8,803,998
Commodities 746,210 632,689 652,369 623,404 815,232
Utilities 1,828,913 1,849,479 1,982,458 2,055,002 2,069,999
Other 54,240 46,420 50,891 68,743 192,350
Sub Total $ 11,730,806 $ 11,528,096 $ 10,557,524 $ 11,152,873 $ 11,881,579
TOTAL OPERATING EXPENSES $ 21,815,207 $ 21,242,482 $ 19,395,270 $ 19,745,668 $ 20,575,487
INCOME FROM OPERATIONS $ 19,491,984 $ 15,116,416 $ 16,250,707 $ 12,985,375 $ 11,243,978
NON-OPERATING REVENUES (EXPENSES)
Gain from litigation $ - 3% - 8 658,819 $ - $ -
Investment income 3,559,686 2,977,617 3,413,468 3,156,390 3,053,373
Amortization of discount (premium) on - - 9 (3,625) (3,625)
investments
Depreciation (8,487,629) (8,151,583) (7,935,717) (7,667,542) (7,474,407)
Amortization:
Deferred planning and studies costs (183,719) (211,048) (115,889) (108,832) (115,192)
Deferred bond issuance costs (116,382) (126,633) (137,423) (149,032) (161,822)
Deferred lease costs (75,730) (75,730) (75,730) (56,797) -
Bad debt (expense) recovery (26,651) (10,231) (44,544) (21,707) (17,328)
Revenue bond interest expense (5,728,354) (5,968,680) (6,191,162) (6,397,463) (6,588,408)
Subordinated refunding bond interest expense (289,301) (300,631) (311,087) (321,048) (330,097)
(Loss) gain on disposal of equipment 62,650 (1,321) - 10,912 -
Loss on sale of investment - - - (18,657) -
Total net non-operating expense $ (11,285,430) $ (11,868,240) $ (10,739,256) $ (11,577,401) $ (11,637,506)

NET INCOME (LOSS) BEFORE PFC REVENUE  $ 8,206,554 $ 3,248,176 $ 5511451 $ 1,407,974 $ (393,528)

PASSENGER FACILITY CHARGE REVENUE $ 10,985,445 $ 8,808,117 $ 6,758,482 $ 2,939,398 % 3,461,899

NET INCOME $ 19191999 $ 12,056,293 $ 12,269,933 $ 4347372 $ 3,068,371

PASSENGER ENPLANEMENTS 3,476,803 2,968,267 2,727,407 2,665,376 2,657,393




The Operating Revenues can be categorized as Airline Revenues and Non-Airline
Revenues. Airlines Revenues are comprised of termina 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 revenues 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 1, 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 agreement,
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, insurance, etc. The gift shop, the off-airport valet
parking and the advertising concessions have shown significant growth since the fiscal year
ended June 30, 1998 due primarily 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 al 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 Guarantee Payment is guaranteed by APCOA/Standard
Parking, Inc. Additiona 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 annua independent audit of parking
revenues and expenses, are as follows: (i) the first $1 million of surplus moneys are paid to the
Parking Operator; (ii) the next $2 million is split 50/50 between the Airport and the Parking
Operator; and (iii) any remaining surplus balance is distributed 85% to the Airport and 15% to
the Parking Operator. The State Minimum Guarantee Payment for the Airport’s fiscal year
ending June 30, 2001 is $8.2 million and is the amount budgeted for that fiscal year.

The Airport’s Operating Expenses have increased by 6% during the five-year 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, the
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 is managed carefully with
vacancies responsible for the majority of the overtime incurred. Persona Services for the fiscal
year ending June 30, 2001 is budgeted at $11,178,323, or 10% above the prior year's budgeted
amount. Budgets are based on full staffing with salaries reflecting collective 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, renta 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 prior fiscal year. Twenty-
one percent (21%) of the increase is attributable to the Troop W services, 22% is attributable to
contractual increases for building and grounds expenses and 57% is attributable to increased
emphasis on marketing and planning efforts.

Two areas of operating expenses which will cause dight increases in the Airport’s
expenses for the fiscal year ending June 30, 2001, and more significant increases 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 galons per winter season, compared to the previous highest capture rate,
through the use of vacuum/scrubbers, of 850,000 gallons. The associated stormwater processing
system, in addition to reducing deicing fluid concentrations to allowable levels for discharge into
the sanitary sewer system, will aso 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, treatment costs are estimated at $316,000 which, when
offset by credits from the sale of the deicing agent, will reduce the anticipated net expense to
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$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 is janitorial services. The current janitorial
contract expires on February 28, 2002. However, Airport management is evauating 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 is 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 janitoria
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 Airport Master Plan presented below was prepared in 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 is the initial phase of the terminal
expansion Program.

FEFFFIEF
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THE PROJECT

The proposed Termina Improvement Project (the “Project”) includes constructing 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
inspection 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 Termina”) and 12-gate New Concourse (“East
Concourse”) will be constructed immediately adjacent to the east side of Termina 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, American, United, Continental and Northwest
Airlines. Approximately 75% of passenger traffic will use this unified complex. Termina 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, variety, and specialty vendor concessions. A professional
airport management firm is 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 1AB
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 regiona 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 IAB will be cosmetically upgraded.

The aircraft apron will be reconstructed and an at-gate deicing fluid runoff collection
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.

M anagement Discussion of Project Design and Construction Approach

Under the supervision 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, Connecticut (the
“Construction Manager”), as the construction manager for the Project.

The Designer, working with the Construction Manager, separated the overal design
package into eleven separate projects to allow construction to start early on the initial 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 alow 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 Terminal 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 waiting space at the end of Concourse C
and the concrete apron will be constructed in this 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 relocates to the New Terminal, work for
the renovations to Terminal A will begin. Upon completion of the New Termina 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 instaled in Termina 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 instalation 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 eligibility for PFC financing for the Project. To
minimize financing costs, the Airport obtained $8,655,840 in Federal Highway Administration
(FHWA) funding for the roadway improvements and established a multi-year AIP project to
provide $11,198,265 for the required apron work. In addition, the Airport has committed
$7,128,300 in available 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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Sour ces of Project Funding

Iltem

Terminal Improvements
Apron Improvements
Roadway Improvements
Jet Bridges

FIS Facility

Other

TOTAL

Less:

Costs Paid From Cash or
Other Sources

Project Costs From
Bond Proceeds

Total Cost General PFC Revenues Airport Federal
Airport I mprovement Highway
Revenues Funds Funds
$140,239,081 $66,001,422 $74,237,659
26,780,150 2,337,823 13,244,062 $11,198,265
13,298,405 1,255,849 3,386,716 $8,655,840
10,890,000 495,000 10,395,000
6,500,000 6,500,000
4,048,200 4,048,200
$201,755,836 $80,638,294 $101,263,437 $11,198,265 $8,655,840
26,982,405 7,128,300 11,198,265 8,655,840
$174,773,431 $73,509,994 $101,263,437

The estimated costs of, and the projected schedule for, the Project are subject to a number
of uncertainties. The ability of the State to complete the Project may be adversely affected by
(i) errors in certain projections and estimates, (ii) design and
engineering errors, (iii) changes to the scope of the Project, (iv) delays in contract awards, (V)
material and/or labor shortages, (vi) unforeseen site conditions, (vii) adverse weather conditions,
(viii) contractor defaults, (ix) labor disputes, (x) unanticipated levels of inflation and (xi)
environmental issues. Any schedule delays or cost increases could result in the need to issue

various factors including:

Additional Bonds and may result in increased costs per enplaned passenger to the airlines.
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PLAN OF FINANCE

General

The sources of funds for the Project includes $26,982,405 available through Airport
Improvement Program Grants, Federal Highway Administration Grants, and Airport funds, and
$174,773,431 of Series 2001A Bond proceeds secured by a pledge of General Airport Revenues
(“GAR”) and PFCs.

AIP Grants

The Airport is €eligible for and receives entitlement grants through the federal Airport
Improvement 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 available 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 remaining cost of the roadway projects will be financed through bond proceeds.

Airport Funds

The 1982 Genera 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 ($628,300).

Bond Proceeds

The remaining $174,773,431 of the Project costs will be bond financed. This includes
the termina building and concourse expansion and renovation totaling $140,239,081,
$15,581,885 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 $10,890,000, and
construction management, public relations services and other costs totaling $3,419,900. A single
30-year bond issue has been structured in support of the Project’s financing requirements, 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
eigibility 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 into 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 benefits 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 alows a public
agency, such as the State, which controls a commercial service airport to charge each paying
passenger enplaning at the airport (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
additiona capital funding for the expansion of the national airport system. The proceeds from
PFCs are to be used to finance dligible 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 collected on behalf of airports by air carriers
and their agents (the “ Collecting Carriers’).

Certain passengers are 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 (i) on a one-way trip only for the first two airports on the air travel itinerary where
PFCs are imposed and (ii) on a roundtrip only for the first two and last two airports where PFCs
are imposed. No PFC may be imposed on any passenger on any flight (i) to a point receiving
essential air service compensation, (ii) to an airport receiving scheduled passenger service and
having fewer than 2,500 passenger boardings each year, or (iii) to a community that has a
population of less than 10,000 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 ar carriers if the number of passengers enplaned 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
commercia operators’ (ATCO) was requested by the State on the basis that (i) the number of
enplaned passengers within this class is well below the 1% of total annual enplaned passengers at
the Airport and (ii) 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 is governed by the
regulations issued under the PFC Act (the “PFC Regulations’). The duration of authority to
impose a PFC after project implementation extends until (i) the charge expiration date is reached,
(it) PFCs collected and interest thereon equals the allowable cost of the approved project, (iii) the
FAA terminates the authority to collect PFCs if it 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 determines that the public agency is violating noise and
access requirements under the Airport Noise 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 issuance 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 issued by the State on May
16, 2000.

A PFC may be amended by a public agency without consultation or approval by the FAA
to decrease 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 carriers, justification for the
amendment, and other information as required by the FAA. In thiscasg, if no air carrier certifies
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
regquesting 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 additional
requirements 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 Collecting Carriers are allowed to retain the
interest earned on the PFC collections during this “hold” period.

Airport 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 Remova 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; Fire
Station, $360,000; and Security Fencing, $335,000. As of August 1, 2000, al authorized
collections had been completed; therefore the Airport is not currently collecting PFCs.

On July 7, 2000, the Airport 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 al ar carriers 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 Airport addressed Southwest’s concerns in the Airport’s PFC application filed with
the FAA on October 30, 2000. On February 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 $4.50 PFC on May 1, 2001.

In its October 30, 2000 application, the Airport 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 estimates collections 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 approva 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 Revenuesis 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 Impose PFCs

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 is being used for approved projects in
accordance with the PFC Act, the PFC Regulations and the FAA approval. Approved projects
include 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 is
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 less than 60 days after
publication of the notice.

If corrective action has not been taken, the FAA holds a public hearing giving notice and
publication in the Federal Register at least 30 days prior to the hearing. The FAA then publishes
its final decision in 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 alist of air carriers operating at the Airport and all other 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 carrier. 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. If 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 beneficia interest of the State. Collecting
Carriers must disclose the existence and amount of funds regarded as trust funds in financial
statements. However, Collecting Carriers are alowed 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 Carrier in bankruptcy would not be treated as being held in trust for the
eligible 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 courtsin the future.

PFC Funding | ssues

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 2001A Bonds, and (ii) federal grants will be received in certain amounts and at certain
times to pay certain capital project costs. See Appendix A - Feasbility 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 proceeds of the Series 2001A Bonds will be used as follows:

Sources
Principal amount of the Series 2001A BoNdS..........ccccoveervieiiiieniesiee s, $194,000,000
ACCIUBH INEENESL ...t e e e e e e e snae s 699,352
Original 1SSUE PremMilM..........ceeiiiieiiiieiiiiee e 725,481
TOLAl SOUICES....eeieiiiieie ettt ettt s e e e e e e e e s st e e e e st e e e e e snneeeeaa $195,424,833
Uses
Deposit to CoNStruction FUNG............coouieiieiiieseecie e $174,773,431
Capitalized interest (net of investment proceeds)™®............cocovvveeveveeeeennnn. 4,440,940
Deposit to Debt Service Reserve ACCOUNE ...........cevveeeirieeinieeesiee e 13,257,960
Underwriters' discount, costs of issuance and bond insurance
(010 [ 1oy Y o] €= 1 111U o PO UR 2,952,502
TOMAl USES....eiiiiieciie ettt e et e s naeennee s $195,424,833

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

Sources
Principal amount of the Series 2001B BONAS...........cccovveeeriveiiiesiesnieeseenne $ 19,180,000
AACCIUEH INEEIESE ..o e e e e e e e e e e e e e e e e e e e e eeenae e 58,327
Funds released from 1982 INAENTUIE .......evvveeeeieeeeeeeeeeee et 1,906,455
Original 1SSUE DISCOUNL..........ueieiiiieaiieeaiiieeesiiee et sitee e ee e e ae e e (66,917)
TOLAl SOUICES. ... e et e e e e e e e e e e e e e e e e e e $ 21,077,865
Uses
Deposit to RefUNING ESCIOW.........cceeiiieiieiiie e $18,885,118
Deposit to Debt Service Reserve ACCOUNE ...........coeveeeeiieeenieeesiee e 1,918,000
Underwriters discount, costs of issuance and bond insurance
010 [0y Y o] (=1 11U o PO RS 274,747
TOLAI USES..oieeeeieeeeeeeeeeeeeeeee et e e e e et e e e et e e e e eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees $ 21,077,865

(1) Capitalized interest on a portion of the Series 2001A Bonds is funded to October 1, 2003. Amounts on deposit
in the Funds established under the 2001 Indenture relating to the Series 2001A Bonds will be invested in an
Investment Agreement with Trinity Plus Funding Company, LLC.
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STATE OF CONNECTICUT DEPARTMENT OF TRANSPORTATION
The State Transportation System

The State’ s transportation system includes the Airport and five other smaller State-owned
airports; approximately 19,800 miles of improved roads (of which approximately 3,740 miles are
maintained by the Department of Transportation) and 5,400 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

Governor

Transportation

Commissioner

Transportation
Deputy Commissioner

Bureau of Finance Bureau of Engineering Bureau of Aviation Bureau of Public Bureau of Policy
and Administration and Highway Operations and Ports Transportation and Planning

The Connecticut Department of Transportation (“DOT”) was established in 1969 and
replaced the Connecticut Highway Department. DOT’s maor responsibility is to provide
transportation services and facilities to meet the State's mobility needs. DOT is headed by a
Commissioner appointed by and directly responsible to the Governor.

The Commissioner exercises direct supervision of all DOT activities. As head of DOT,
the Commissioner acts as the executive officer of the Governor for achieving the purposes, and
supervising the activities, of DOT. The Commissioner, in order to provide economy and
efficiency, may organize DOT and any agency therein into such divisions, bureaus, or other units
as necessary and may from time to time abolish, transfer, or consolidate such divisions, bureaus,
or other units within DOT. Among other functions, the Commissioner has the power, duty, and
responsibility (i) to provide for the planning and construction of facilities that may be required
for the development and operation of a safe and efficient transportation system, (ii) to study the
operations of existing transportation facilities to determine the need for changes in such facilities,
(i) to formulate and implement plans and programs to improve transportation facilities and
services, and (iv) to report annually to the Legislature regarding such matters.

Mr. James F. Sullivan has been serving as Commissioner of DOT since February 1, 1997.

Prior to that time, Mr. Sullivan, who began his career with DOT in 1963, served in various
executive positions, including Planning Director, Chief of Planning, Deputy Commissioner of
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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
Engineering 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 Engineering and Highway Operations, 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 five other State-owned airports, 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 legidlative
liaison for avariety 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 leadership
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 Airport 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 specia 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
the Bureau Chief.

Airport 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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Administrator of Bradley International Airport, and Assistant Airport Administrator of the
Airport. Mr. Robert received a Bachelor of Science degree in Aviation Management from
Embry-Riddle Aeronautical 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 maintenance 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 Airport Administrator (Acting) for the
Airport on August 27, 1998. He is the manager in charge at the Airport. He is responsible for
the day-to-day management of all aspects of the Airport’s operations including overall airport
operations;, maintenance of runways, taxiways, ground aircraft directional signal systems and
signing, terminas, parking facilities; Airport security; fire and rescue personnel and services,
enforcement of all tenant and service provider contract terms and provisions; and directs special
services, i.e. Presidential visits, visits by dignitaries, and other special operations. Mr. Kortais a
member of American Association of Airport Executives; he serves as a founding member of the
Association’s Training ldentification 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 Director, he was responsible for managing contractua matters at al 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 Bureau, 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. Heis also alicensed pilot.

The Bureau organization in fiscal year 2001 includes 122 authorized staff positions
funded by the Airport. As of January, 2001, five positions were vacant: three in the Fire and
Crash Rescue Unit, one in the Marketing Unit and one in the Leasing Unit. The Bureau's
authorized staffing level has remained unchanged since July 1, 1993. Below is an organizational
chart for the Airport:

Governor
Transportation
Commissioner
Transportation

Deputy Commissioner

Bureau of Aviation
and Ports

| Financial | | Project |
Services Management

Airport Marketing | | Waterways |

Bradley International | General Aviation |
Airport 5-Airports

| Leasing |

| Customer | | Airport | Airport | Fire | | Airport |
Maintenance Rescue Security

Services Operations
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AIRLINE INDUSTRY ISSUES

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

General |ssues 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 financia strength
and stability of the airlines serving the Airport will be key determinants of future airline service
and passenger 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 airlines could be susceptible to seeking protection from their creditors, selling
productive assets, reducing service, or discontinuing operations.

National and Inter national Economic and Political Conditions

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

As international trade and air travel has increased, 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 served, 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, a will. Most mgjor airlines
have developed “hub-and-spoke” route networks as a means of increasing their service
frequencies, passenger volumes, and profitability. Almost all of the passenger travel at the
Airport is characterized as “origin-destination.” This means that for most passengers, the Airport
is either the origin or destination of their 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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economics. 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 Airport. Fuel
prices have increased rapidly since 1999.

Airline Economics, Competition, and Airfares

Airline fares have an important effect on passenger demand, particularly for relatively
short trips where the automobile or other travel modes are aternatives and for price-sensitive
“discretionary” travel, such as vacation travel. Airfares are influenced by airline 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 Airlines 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
Airport will depend to some extent on the continued availability of competitive airfares.

Capacity of National Air Traffic Control and Airport Systems

Demands on the nation's air 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 air traffic
control and airport systems could cause increased delays and restrictions in the future.

Additional Information

Certain Signatory Airlines and Air Carriers (or their respective parent corporations) are
subject to the information reporting requirements of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), and, in accordance therewith, certain information, including
financia 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, N.W., Washington, D.C. 20549,
and the public may obtain certain information 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. In addition, the principal domestic airlines serving
the Airport file periodic reports of financia and operating statistics with the United States
Department of Transportation. Such reports can be inspected at the following location: Office of
Aviation Information Management, Data Requirements and Public Reports Division, Research
and Specia Programs Administration, Department of Transportation, Room 4201, 400 Seventh
Street, S.W., Washington, D.C. 20590, and copies of such reports can be obtained from the
Department of Transportation at prescribed rates. Foreign airlines also provide certain
information concerning their operations and financia affairs, which may be obtained from the
respective airlines. The State makes no representation with respect 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, IMPROVEMENTSAND OPERATIONS

In 2000, the Connecticut Legislature’s Program Review and Investigations Committee
(the “Committee’) undertook a study of the Airport to determine 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 15, 2000. The report makes various findings
and recommendations in the areas of planning, management and operations, and governance.

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

The Governor 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 Commissioner of the
Department of Economic and Community Development, the Co-Chairs of the Legidature's
Transportation Committee, and five senior business |eaders appointed by the Governor.

The current legidlative session convened on January 3, 2001 and is scheduled to adjourn
on June 6, 2001. It is expected that the Legidature will consider legidation concerning the
Airport’s governance during its current session. While it is reasonably expected that there will
be changes made to the management structure of the Airport, the changes cannot be determined
at thistime.

CONTINUING DISCLOSURE AGREEMENT

Sections 3-20 and 3-20e of the Connecticut General Statutes, as amended, give the State
and political subdivisions of the State the specific authority to enter into continuing disclosure
agreements in accordance with the requirements of Securities and Exchange Commission Rule
15c2-12 (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 Agreement 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, (i) certain annual operating data
for the Airport and certain annua financia information, (ii) timely notice of certain material
events relating to the Bonds and (iii) timely notice of a failure by the State to provide the
required annual information on or before the date specified in the Continuing Disclosure
Aqgreement.
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A default by the State under the Continuing Disclosure 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 Continuing 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 (i) excluded 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. Interest on the Bonds 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 2001A
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 are not “private activity
bonds” within the meaning of Section 141(a) of the Code, 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 corporations 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 yields 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 remain obligations the interest on which is
excluded from gross income for federal income tax purposes. Co-Bond Counsel will not
independently verify 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.
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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 interest on the Bonds to be and to remain
excluded from gross income for federal income tax purposes, 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 aternative minimum
taxable income is included in aternative 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, including financia ingtitutions, 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 eligible 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
conseguences.

Purchasers of the Bonds at other than their original issuance at the respective prices or
yields indicated 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 legidlative 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) issued prior to 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 is 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 OID that accrues during
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 extent, and subject to the same
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considerations discussed above, as other interest on the Bonds, and (ii) is added to the owner’s
tax basis for purposes of determining gain or loss on the maturity, redemption, prior sale or other
disposition of that Discount Bond. A purchaser of a Discount Bond at itsissue 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 yield to maturity of that Premium Bond
(or, in the case of a Premium Bond callable prior to its stated maturity, 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 is reduced by the amount of bond premium
that accrues during the period 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
egual 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 initia public offering who holds that Bond to maturity (or, in the
case 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 affecting the validity or enforceability of the
Bonds or any of the proceedings taken with respect to the issuance and sale thereof or the
application of moneys to the payment of 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 policy insuring the payment when due of the
principal of and interest on the Bonds will be issued 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 in the provided schedules to determine that the anticipated receipts from the securities
and cash deposits listed in the schedules, to be held in escrow, will be sufficient to pay, when
due, the principal, interest and call premium payment requirements, if any, of the 1992
Refunding 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 included in gross income for 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 Financial
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 in the forecasts, are inherently subject to significant uncertainty,
and the actual results of the Airport's operations may differ, perhaps materially, from the
forecasts. Therefore, no representation is made, or intended to be made, nor should any be
inferred, with respect to the likely existence or occurrence of any particular set of future 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 its ability
to generate sufficient revenues to pay debt service on the Bonds may be adversely affected. See
Appendix A — Feasibility Report.

FINANCIAL ADVISORS

Lamont Financia Services Corporation and Public Resources Advisory Group
(collectively, the “Financial Advisors’) have served as the Financial Advisors to 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 in the preparation of the
Official Statement. Neither of the Financial Advisors has undertaken to make an independent
verification of, or to assume responsibility for, the accuracy, completeness or fairness of the
information contained in the Official Statement.

UNDERWRITING

The aggregate initial offering price of the Series 2001A Bonds to the public is
$194,725,480.95, 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 Series
2001A Bonds from the State at an aggregate purchase price of $193,207,101.58, plus accrued
interest. The aggregate initial offering price of the Series 2001B 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 Series
2001B Bonds from the State at an aggregate purchase price of $18,962,752.71, plus accrued
interest. The Underwriters will be obligated to purchase al 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

Lega matters incident to the issuance of the Bonds and with regard to the status of the
interest thereon are subject to the legal opinions 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 date 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.L.P., Co-Bond Counsel, aso represents one or more of the
Underwriters from time to time 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 complete and are qualified in 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 shall 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: /9 Marc S. Ryan
Hon. Marc S. Ryan
Secretary of the Office of Policy and
Management

By: /d/ JamesF. 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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February 28, 2001

Robert F. Juliano

Bureau Chief

Bureau of Aviation and Ports

Connecticut Department of Transportation
2800 Berlin Turnpike

Newington, CT. 06111

Charles E. Canane, Jr.

Bureau Chief

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.

In order to reach these conclusions, Berger reviewed the underlying economics of the Airport service area
and its base of passenger demand. A growing population, high income and employment are key indicators
of the strength of the Airport Service Area and the base of Airport passenger traffic. Connecticut’s
population is 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 enplaned passengers. Enplaned
passengers have grown at an average annual rate of 3.8% from 1979 through 2000. In 2000, Bradley's
enplaned passengers rose 16% to 3.7 million, virtually all of which are origin and destination (O&D)
passengers. Today, the Airport offers diverse service to 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 its low fare service in late
1999, now accounts for 10% of enplanements. No other major carrier represented more than 10% of
enplanements in 2000.

The strength of the service area economy, diversity of the air service offered and O&D nature of
passenger demand indicate a 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 attributes, the
forecast remains conservative in that it discounts the “Southwest Effect” experienced at the Airport over
the past year. The passenger forecast, used extensively in the preparation of financial forecasts,
represents an average annual growth rate of only 1.7% over the next 30 years, with higher growth rates
expected in the more predictable early years in the forecast. Total enplaned passengers are forecast to
increase from 3.4 million in 2001 to 5.2 million by 2030. By discounting the Southwest Effect, the
forecast of passenger traffic in 2001 is 7.6% lower than actual 2000 enplaned passengers of 3.7 million.

Berger also reviewed the Airport's compensatory rate setting methodology and its historic financial
performance. We found 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 1994, operating income was $9
million. By 2000, actual operating income had increased to $19.5 million, while total outstanding debt per
enplaned passenger was only $21.35. The FY 2001 Budget, with operating income of $15.7 million,
represents a conservative base year from which the Airport’s financial performance has been projected.

The Airport’s financial performance has been projected consistent with the compensatory rate setting
approach. Operating expenses are projected to increase at annual rates of 2.0% to 3.7% and 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 $38.9 million by 2030
including all incremental rents and fees associated with the Terminal Improvement Project. Non-airline
revenues are projected to 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 receipts are
projected consistent with the enplaned passenger forecast and inflation. The key terms and conditions
observed in preparing the projection include the established percentage of gross receipts fees, minimum
annual guarantees and other rental rates. Based on these analyses, the Airport’'s operating income is
projected to 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 occurs in
FY 2012 and 2022, respectively, is reflected in airline revenues and operating income. Operating income
is expected to fluctuate between $18 million and $21 million annually from 2014 through 2030.
Operating income, together with non-PFC interest income and the Coverage Account established in the
Airport’s 1982 Revenue Bond Indenture, provide minimum coverage of 2.17, occurring in FY 2001, on
the Airport’s existing 1992 Bond debt service. This is well above the minimum of 1.25 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
2001A General Airport Revenue Bonds, issued and secured with the new 2001 Indenture. The 2001
Bonds are payable only from a pledge of Airport revenues released by the 1982 Indenture Trustee after
satisfaction of the 1982 Bond Indenture requirements, and from a pledge of a portion of the Airport’s
Passenger Facility Charges. The financing plan includes separate calculations of annual debt service
attributable to the PFC eligible and non-eligible project costs. Non — eligible debt service is further
segregated into airline 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, after payment 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 interest. 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. PFC revenues are projected to increase from $14.5 million in FY 2002 to $18.8 million in
2013, well above the pledged PFC revenues equivalent to 1.25 times debt service attributable to the PFC-
eligible project costs. It is projected that all PFC-eligible debt service will be collected by March 30,
2013.

Coverage on the 2001 Bond debt service is determined by dividing the sum of net Airport revenue for
2001 Bond debt service, pledged PFC revenue and interest earnings on the non-PFC 2001 Bond reserve
and construction funds by total 2001 Bond debt service. Coverage of 2.24 is achieved in FY 2002, which
declines to a low of 1.64 in FY 2005, far above the requirements of the 2001 Indenture. Coverage then
increases steadily through 2030.

Strong coverage, clearly demonstrated pursuant to the 1982 and 2001 indentures based on conservative
assumptions for passenger traffic and Airport revenues, forms the basis for concluding that the Terminal
Improvement Project is 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 of the Murphy Terminal, and support of the project from the airlines 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 staff on this project. | am confident
the Airport will enjoy continued operational and financial success in the years to come.

Please do not hesitate to call me if you have any questions or comments.

Sincerely,

THE LOUIS BERGER GROUP, INC.

Mark T. Daley
Manager, Airport Financial Services

The Louis Berger Group, Inc. Bradley International Airport Terminal Improvement Project



CONTENTS

I. INTRODUCTION AND EXECUTIVE SUMMARY I-1

Il. TRAFFIC ANALYSIS & PROJECTION

N[ T V[0t T -2
2. Population, Income and EMPIOYMENT...........ou it l-3.......
3. Economic Prospects

4. Air Service History

5. Air Passenger ACHVILY HISTOIY .....oouiiiiiiiiiiiiiiiii e e e e e e e e e e e e e e e e e e e e e s s -7
6. AIr Cargo ACTIVILY HISTOIY ......eiiiiiiiiiiieee ettt e e e e e e e beeeeeeeas 11-10
7. Alternative Demand FOrE@CaSTS.......uuuiiieiiiie i ———— =11
8. Base Case Demand FOIECASL..........ccoiii ittt s l-11...
9. The SOUtNWESE EffECT.......oiii i e e e e e e e eeeeead [1-12
10. SEIECIEA FOIBCASE .......uvviiiiiiiiiiiiiiiiii s s e e e s e s e e e e e e e e e e e e aaaaaaeaaaaaaeaaaaeaaeeeneeenes 11-18
11. Cargo Demand FOIBCASES ......uuuuiiiiiieeiiiiiiit ittt e ettt e e e e s e e e e e e e e s s 11-20

Ill. TERMINAL IMPROVEMENT PROJECT

i o (o= o D=1t ] o] i o] ISR -1
2. Project COSt ESHMALE.........coiiiiiiiiiiiiieeeeeeeee s s e e s s s e e e e e e e e e e e e e sennnnnnns -5
3. FINANCING PIAN ...ttt e e e e e ettt et e e e e+ — -6

IV. FINANCIAL ANALYSIS

L. FINANCIAI STIUCTUIE ....uviiiiiiiieiieit s s e e e e e s e e e e e e e e e e e e e e e e e e aaaaaaaaeeeeeeeteeeessees eom— V-1
a) Existing Fund Structure and Debt Service
b) Airline Compensatory Rate Structure
2. Operating and Maintenance EXPENSES........ccuuuiiiiiiiiieiiiiiii e IV-9.........
a) Historic Expenses
b) Forecast Rates of Change
c) Base Year Budget Data
d) Baseline Operating and Maintenance Expense Projection
e) Terminal Improvement Project Expenses
3. AddItIONAl CAPItal COSTS ... .uiiiiiiieiiiiiiiiie et e e e s e e e e e e e s et rreeeeeeeeaanns lv-21
O AN [ [T eI =YY a1 1T IV-25
a) Historic Terminal Building Rent
b) Historic Baggage Claim Area Charges
c) Historic Apron Area Rental
d) Historic Landing Fees
e) Analysis of Historic and Budget Airline Revenues
f) Terminal Improvement Project Revenue Impacts
g) Projected Airline Rates and Revenues

The Louis Berger Group, Inc. Bradley International Airport Terminal Improvement Project



5. NON AININE REVENUES. .......uiiiiiiiiiiii ettt e e e e s e e e e e e e e e e s s s s—— IV-46
a) Auto Parking Concession
b) Rental Car Concessions
¢) Restaurant Concessions
d) Other Concessions
e) Land and Building Rent
f) Other Non-Airline Revenue
g) Analysis of Historic and Budget Non-Airline Revenue
h) Non-Airline Revenue Projection

6. Passenger FaCility CRArges .........u e it e e e e e e e e e e e e e e e e e eeeeaaeeeeeaaaaaaaan IV-63
7. Application of AINPOIT REVENUES............uiiiiiiiiiie ettt e e e e e e e e e e e e e e mmnas [V-69
V. CONCLUSIONS AND RECOMMENDATIONS .. ..ottt e V-1

The Louis Berger Group, Inc. Bradley International Airport Terminal Improvement Project



The Louis Berger Group, Inc. Bradley International Airport Terminal Improvement Project

I. INTRODUCTION AND EXECUTIVE SUMMARY

Bradley International Airport is a medium hub owned by the State of Connecticut and operated by its Bureau
of 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 between the
financial centers of New York and Boston. The Airport enplaned 3.7 million passengers in 2000. 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 and improvement program for the Airport
referred to in this Report as the “Terminal Improvement Project”. The Terminal Improvement Projectincludes
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 bridges, baggage 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 State officials over a multi-
year planning, design and engineering review period. The purpose of this Report is to assess the financial
feasibility 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 1953, Berger is
recognized globally as a leader in transportation consulting. Engineering News Rammrtdyrranked Berger

3“in transportation consulting and'& airport consulting. With a professional staff 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 of the State in 1982. At that pointin time,
new airline agreements were signed and Airport revenue bonds were issued to fund a 1982 improvement
program that included expansion of the Airport’'s main terminal building, then 31-years old and known as the
“Murphy Terminal”, to include a new Terminal A and Concourse C. Dedicated in 1986, the new Terminal A
and 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 Traffic
Analysis and Projection included in Chapter Il of this Report concludes that enplaned passengers will reach 4.3
million 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.e., extraordinary growth stimulated by lower
airfares and enhanced airline competition) results in the conclusion that enplaned passengers would reach 5
million by 2010. 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 economically
justified by current passenger demand and well timed to facilitate anticipated growth.

Berger also concludes that the Terminal Improvement Project is 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, through 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 in detail in the balance of this Report.

a Financing Plan

The Terminal Improvement Project is estimated to cost a total of $198.3 million including design ($19.2
million), engineering ($12.0 million), construction ($148.2 million) and construction contingency ($18.9
million). The source of funds for the project includes $26.9 million in cash available through Airport
Improvement Program Grants, Federal Highway Administration Grants and the Airport’s reserve funds, and
$171.4 million financed with the Series 2001 A General Airport Revenue Bond20ieBonds are payable

only from a pledge of Airport revenues transferred by the 1982 Indenture Trustee after satisfactid®8fthe
Bond Indenture requirements, and from a pledge of a portion of the Airport’'s Passenger Facility Charges.

In structuring the financing plan, the State first sought to maximize the use and leveraging of the Airport's PFC
revenues based on a charge of $4.50 per enplaned passenger and applicable project eligibility criteria, and to
support the non PFC eligible project costs through General Airport Revenassd Bn the applicable project
eligibility criteria, the Terminal Improvement Project includes $101.2 million in PFC - eligible project costs
and $70.1 million in non-eligible project costs. The financing plan includes separate calculations of annual
debt service attributable to the PFC eligible and non-eligible project costs. PFC — eligible debt service is
based on a 30-year bond term, wrapped around a 20-year bond term for the non-eligible debt service. The
pledge of PFC revenues has been established at 1.25 times PFC-eligible debt service, subject to the total PFCs
to be collected for the project of $231.9 million included in the Airport's PFC Application. Non — eligible debt
service is further segregated into airline and non-airline portions in order to facilitate the appropriate charge
back of debt to the airlines. The airline portion includes capitalized interest through completion of
construction, at which point in time debt service is charged back. Table IIl.3 in Chapter Il of this Report
includes the full schedule of PFC — eligible and non-eligible debt service.

0 Pledged PFC Revenues

Passenger Facility Charges 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 including the definition of allowable costs and
approved projects. Allowable costs include the reasonable and necessary costs of carrying out an approved
project including costs incurred prior to and subsequent to the approval to impose a PFC, and making
payments for debt service on bonds and other indebtedness incurred to carry out such projects. PFC revenues
and interest earned on PFC revenues may only be spent on the allowable costs of an approved project. Eligible
projects specifically include construction of gates and related areas at which passengers enplane or deplane
excluding restaurants, rental car, parking and other concessions. The Aviation Investment and Reform Act for
the 2F' Century (Air 21) permits airports to impose PFCs of up to $4.50 provided the project will make a
significant contribution to improving safety and security, increasing airline competition, reducing current or
anticipated congestion, or reducing noise. The Connecticut Department of Transportation has worked closely
with the FAA in order to document the components of the Terminal Improvement Project that are eligible for
PFC financing based on a charge of $4.50 per passenger. Based on these consultations, the PFC Application
submitted to the FAA for the Terminal Improvement Project on October 30, 2000 was for the authority to
impose and use $231.9 million including eligible project costs of $101.2 million plus associated financing
costs of $130.7 million (reserve funds, cost of issuance and interest, etc.).

It should be noted that the debt service schedules included with the PFC Application were updated on February
22,2001. The updated calculation of net debt service associated with PFC — eligible project costs (PFC gross
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debt less PFC interest earnings and reserve) is $230.7 million. The Airport’s authority to impose and use
PFCs for the Terminal Improvement Project will ultimately reflect the final debt service schedules.

The PFC revenue projection is presented is Chapter V.6 of this Report.akéslion a net charge after airline
collection fees of $4.42 per enplaned passenger. The projection uses the Base Case enplaned passenger
forecast presented in Chapter Il, a collection rate of 95% of total enplaned passengers, a charge effective date

of May 1, 2001 and excess PFC collections for prior projects to be transferred to the Terminal Improvement
Project of $3,557,718. The key determinant of PFC revenues, aside from the level of the charge, is the
passenger forecast. Use of the Base Case forecast results in enplaned passengers that are forecast to increase
from 3.4 million in 2001 to 5.2 million by 2030. By discounting the Southwest Effect, the forecast of
passenger traffic in 2001 is 7.6% lower than actual 2000 enplaned passengers of 3.7 million.

In FY 2002, the Base Case forecast includes 3.5% passenger growth, which declines steadily to less than 2.5%
growth by FY 2008, less than 2% by FY 2011 and less than 1% by FY 2017. This produces the forecast that
enplaned passengers will increase from 3.33 million in FY 2001 to 5.19 million by FY 2030. The enplaned
passenger forecast is summarized below along with total PFC revenue, PFC eligible debt service and the
pledged PFC revenue.

Fiscal Year Enplaned Total PFC PFC - Eligible Pledged

Ending 6/30 Passengers Revenue Debt Service PFCs
2001 3,331,301 | $ 5,889,073 | $ - $ -
2005 3,769,617 | $ 15,828,622 | $ 6,604,383 | $ 8,255,479
2010 4,268,897 [ $ 17,925,099 | $ 6,605,508 | $ 8,256,885
2015 4,592,160 | $ 19,282,480 | $ 6,637,595 | $ 8,296,994
2020 4,768,699 | $ 20,023,765 [ $ 6,702,058 | $ 8,377,573
2025 4,936,282 | $ 20,727,448 [ $ 11,281,785 | $ 14,102,231
2030 5,189,182 | $ 21,789,373 | $ 11,280,813 | $ 14,101,016

PFCs and interest earned of
PFCs may only be collected for,| $300.000,000
and spent on eligible, approved
projects. The Airport’'s annual

Status of PFC Collections

$250,000,000 -

PFC revenue willfar exceedthe * ;"tt"’"terg,ss 'f,bt ,Se;"i“
. ) i T —— Outstan INng Princip
Termlnjal Imp_rovement —O— Escrow Balance //
PrOJeCt s PFC 6|Iglb|e debt $150,000,000 |—{ —>—Total Collections & Interest /o

service. Accordingly, a PFC
escrow account is being| $100,000,000 -
established. PFCs and PF(Q
interest not used to pay annual $50,000,000
PFC-eligible debt service will

. . $_
be deposited into the PFC 4 o8 8 3 8 8 5 88 8 o o9 o 9 %
escrow account. When S 2 8 2 28 28 8 8 8 8 8 8 8 =8

sufficiently funded, the PFC
escrow account will be used to
pay the principal balance of PFC-eligible debt service. It may also be used to finance additional PFC-eligible
projects subject to further PFC Application requirements and additional authority to use PFCs 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 funding is not available for those projects. Itis
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 2010 after also funding the twatgxhdl runway projects. Itis also estimated
that, in the event the 30-year PFC-eligible debt service schedule was followed to completion in 2031, total PFC
collections and interest earnings would reach total gross PFC-eligible debt service by 2014.

The conservative nature of the Base Case Traffic Forecast and the extentto which PFC revenues exceed
PFC-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 since October 1, 1993. Collections at the prior rate of $3.00
per enplaned passenger, made pursuant to five prior approved applications, have provided PFC revenues and
interest of $44.4 million from FY 1994 through 2000.

o Airport Net Revenues

In addition to its PFCs, Bradley International Airport generates 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 setting methodology with its sigriditoeg &hose that are a

party to the signatory airline agreement including American, Continental, Delta, Northwest, TWA, United and
US Airways). The signatory airline agreements signed in 1982 will continue in effect through June 30, 2011, as
amended to incorporate various business terms required for PFC funding of the Terminal Improvement Project.
The compensatory rate setting methodology has enabled the Airport to position 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 airport costs net of concession and other revenues. The non-signatory
airlines at Bradley operate pursuant to a short term agreement, pay higher landing fees and haveitp-Majo

in - Interest” approval rights over the Airport’s operating budget and capital projects.

The Connecticut DOT has been gg.00
very successful in reducing
operating expenses and airling
costs on a per passenger bas| $7.00 -

Ratios Per
$8.00 Enplaned Pax.

—O=—Non Airline

yvhile _at the ~same time $6.00 Revenue
increasing non-airline revenues

operating income and the net $5.00 1 —A— Operating
income available for capital | ¢4 o9 . Expense
investment in the Airport. As

indicated in Section IV.4.B of | $3.00 —m— Operating
this Report, Growth in airline | $2.00 Income

revenues has been relatively
moderate and, consistent with
the compensatory rate setting $- ; ; ; ; ; :
approach, reflective of the 94 95 9% 97 98 99 00
Airport’s ability to control costs.

The rate of growth in non-airline revenues has exceeded that of the airline revenues. All of these factors have
contributed to very strong growth in the Airport’s operating income. In 1994, operating income was $9
million. In 2000, operating income stood at $19.5 million. This has all occurred during a time of strong growth

in the Airport’s enplaned passengers. In FY 1994, total enplaned passengers were 2.4 million. In FY 2000,
total enplaned passengers were 3.5 million. As a consequence of these trends, the Airport expenses passed on

$1.00 —@— Airline Revenue
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to the airlines have actually declined by 10% on a per passenger basis from 1994 through 2000. Outstanding
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 $39 million to $54 million in the last 10
years.

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 million in airline revenue. The compensatoryttatg sesthodology in

effect for 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 Building rent, Apron and Landing fees as discussed in Chapter V.4 of this Report. Since airline
revenues are a function of Airport costs, projected airline revenues are a function of the operating and non-
operating expense projections made later in this Report. Airline revenues are projecteshissficom $15.7

million in 2001 to $38.9 million by 2030 based on the projections summarized below:

Operating ExpensesOperating expenses are projected to increase at rates of 2.0% to 3.7% arassallgip

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 from a total of $24.6 million in FY
2001 to $72.9 million by FY 2030. This projection includes incremental Terminal Building operating
expenses 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 to the Airport’s additional capital improvement program. Over the next 30 years, it is anticipated
that the General Airport Fund will contribute $71 million to a total additional capital program of $ill#8m

The balance of funding 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 in
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-eligible) is also allocated to the airline cost centers and included
in projected airline revenue. EXxisting debt service allocations established for the 1992 Refunding Bonds are
continued for the remaining term of those bonds through 2012 except as modified based on a partial advance
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 areas
benefiting from the debt presented in Section IV.4.F. The airline share of non-eligible debt is capitalized
through completion of the Terminal Improvement Project. By FY 2005, total non-eligible debt service is $6.6
million, $5.0 million of which is allocated to the airline cost centers.

Non Airline Revenue

The FY 2001 Budget also includes $24.6 million in non-airline revenue. The non-airline revenue sources
include auto 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 IV.5 of this Report, are based on the minimum annual guarantees and percentagesafaipisaes
established in agreements awarded through the competitive bidding process. The restaurant concession has
typically yielded the minimum guarantee stated in the concession agreement. This is expected to 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 for the construction (presently ongoing) and operation of an
approximately 3,450 space parking garage at the Airport. This is because parking garage gross receipts are
pledged to the Airport's Parking Garage Trustee for payment of debt service on the Airport's Special
Obligation Parking Revenue Bonds, Series 2000 A and B. There is a separate and distinct guaranty from
APCOA/Standard Parking, Inc. to make those minimum payments to the State should the revenue stream of
both the garage and surface parking operations be insufficient to make such payments. The minimum
guarantee, and any additional profit sharing pursuant to the parking agreement, is treated as gross operating
revenue pursuant to the Airport’s 1982 Bond Indenture. With the exception of auto parking, the projection of
concession revenues is based on escalating concessionaire gross receipts consistent with the Base Case
passenger forecast and 2% annual inflation, and calculating Airport revenue consistent with applicable
percentage of gross receipts fees and minimum annual guarantees. In 1994, the Airport’s actual concession
revenues totaled $14.0 million. In 2000, concessions yielded total revenues to the Aif&#i®million, an

increase of 63%. The FY 2001 budget includes $21.4 million irtession revenue. Concession revenues are
projected to increase to $46.8 million by FY 2030 consistent with the above stated assumptions and
methodologies.

Fixed base operator fees, land and building rent and other operating revenues are primarily based on
comparable rates and negotiations. In 1994, this other non-airline revenue totaledI&6 itincreased to

$3.3 million in 2000 and was budgeted at $3.2 million in FY 2001. These revenues are projectesbsanar

$5.8 million by 2030. Chapter IV.5 of this Report also includes the detail descriptions of all non-airline
charges and revenue projections.

Net Airport Revenue

Airline and non-airline revenues, together with interest earnings on the non-PFC accounts, produce total
revenues that increase from $43.7 million in the FY 2001 Budget to $116.4 million by 2030. After deducting
operating expenses and required deposits to the Operation and Maintenance Reserve, thatincrease from $25.0
million in FY 2001 to $73.5 million by 2030, Airport net revenues for debt service increase from $18.7 in
2001 million to $42.8 million in 2030.

o Application of Revenues

The application of revenues and calculation of debt service coverage is presented in Section IV.7. To
summarize briefly, 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 outstanding, 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 Bond 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. Two
debt service coverage tests are required based on this application of revenues, one for the 1982 Indenture and
one for the 2001 Indenture.
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1982 Indenture

Coverage pursuant to the 1982 Indenture is determined by dividing the Airport’s gross operating revenues,
including funds in the Airport Coverage Account, less current espgrby 1992 Refunding Bond debt service.
Based on the financial projections presented later in this Report, minimum coverage of 2.17 is realized in FY

2002, well above the 1.25 required in the 1982 Indenture. Coverage increases steadily throtiofitat
1992 Refunding Bonds in 2012.

2001 Indenture

Coverage pursuant to the 2001 Indenture is determined by dividing 1982 Indenture Funds transferred after
satisfaction of the 1982 Indenture deposit requirements, together with pledged PFC revenues and interest
earnings on the non-PFC 2001 Bond reserve and construction funds 20pthBond debt service. Based on

the financial projections presented later in this Report, 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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Strong coverage, clearly demonstrated pursuant to the 1982 and 2001 indentures based on conservative
assumptions for passenger traffic and Airport revenues, forms the basis for concluding that the Terminal
Improvement Project is 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 of the
Murphy Terminal, and support of the project from the airlines also clearly demonstrate that the project is
economically justified 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 setting
methodology and applicable PFC regulations. To summarize briefly, project costs financed by PFCs may not
be included in the airline rate bases and the State may not charge less for a PFC-financed terminal than it does
for a comparable non-PFC-financed terminal. Accordingly, the State has agreed with the airlines to blend non
PFC- eligible debt service allocated to Terminal A, Concourse C and the new terminal and concourse into a
single “Unified Terminal” rental rate. As indicated, use of the Unified Rate actually lowers the rental rate
charge for Terminal A and Concourse C.

Total Terminal Building Rental Rates

Terminal Rental Rate FY 2002 |FY 2003 |FY 2004 |FY 2005 |[FY 2006
Conc A Delta $21.00($ - $ - $ - $ -
Conc.A American $21.00|$2265(|9% - $ - $ -
Conc A Other $21.00]$2265]|$ - $ - $ -
Conc. B $21.00|$2253]|%2588|%27.89|% 28.55
Murphy Terminal $30.88 | $33.24 | $33.12 | $34.27 | $ 34.94
Intl. Terminal $28.22|$29.72 | $29.05|%29.81|% 30.47
Terminal A $4438 | $4592 | $45.68 | $47.12 | $ 47.78
New Terminal $2003[$21.71|$37.31|$41.84| % 4252
Unified Terminal $20.03|$36.86|%$40.73 | $44.01 | $ 44.68
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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 secure 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 capita income was 37.6% greater than the US per capita income. The Gross State Product has
increased steadily since the early 1990s. 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 $142 billion, representing 5.4%

rowth from 1997. In 1999, S
gopulation increased for the fourth- g6 Gross State Product (Bilions) BAgriculture
consecutive year to approximately 3.3 $140 B Construction
million. Employment in the State has| $120 B Utilities
increased steadily since the early $100 | BWholesale Trade

[ R

1990s, and the unemploymentratehg 280 TE& BRetail Trade
$60 [ | ||| B Government

declined steadily. At 1.9% in| g4 |
December of 2000, the State is ¢20
experiencing its lowest unemploymen $0
in a decade, lower than both theg
regional and national rates.
Employment and the gross stat
product offer diverse representation from the manufacturing, construction, agriculture, utilitiessabaind
retail trade, finance, services and governmadtstries.

O Manufacturing
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BFinance
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Three traffic projections have been produced for specific analytical pagad hese include Berger's selected
forecast referred to as the Base Case, Berger's aggressive forecast including the impact upon the Base Case of
low fare service initiated by Southwest Airlines at the Airport on October 31, 1999, and the ConnDOT
conservative forecast of flat 1.5% growth. The Base Case Forecast, presented herein, includes enplaned
passengers by market segment (air carrier, commuter and charter), and cargo tonnage by market segment
(freightand mail). The Southwest Effect Forecast, also presented herein, determines the incremental enplaned
passengers over the Base Case with no impact upon the Base Case eaagi.fdn addition, general aviation

activity is expected to grow slowly - about 1.5% annually, similar to recent FAA national forecast rates, and
Military operations are expected to remain relatively constant or decrease in the future. In any case, general
aviation and Military activity will not significantly affect terminal use.

The purpose of the Traffic Analysis and Projection is to document the geographic area served by the Airport
(including its economic base and demographics) to quantify the Airport’s historic traffic levels and to project
this traffic for a thirty year planning period. The Traffic Analysis and Projection directly affects revenues
forecast from such sources as the Airport Improvement Program, Passenger Facility Charges and concessions
and is a critical element in determining the financial feigjtof the proposed Terminal Improvement Project.
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1. AIR SERVICE AREA

Bradley International Airport is situated on approximately 2,358 acres of land located mainly in the town of
Windsor Locks, Connecticut, approximately 12 miles north of Hartford Connecticut, and 12 miles south of
Springfield, Massachusetts, adjacent to Interstate 91. Airport passenger surveys from previous studies indicate
that the Airport service area is centered on Hartford County, the ground travel origin of 44 percent of enplaned
air carrier passengers. Beyond Hartford County, the air service area 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 entire State of Connecticut minus Fairfield County, plus the two
Massachusetts counties of Hampden and Hampshire. For the purposes of forecasting activity at the Airport,
this area (outlined in Figure 11.1) is defined as the Primary Airport Service Area. Other than Massachusetts,
additional passengers drawn from beyond the Primary Airport Service Area come from eastern New York,
southern Vermont and western New Hampshire. These non-Massachusetts out-of-state passengers make up
only a small proportion of total passenger volume, accounting for barely over one percent of enplanements.
Itis anticipated that the Primary Airport Service Area outlined in Figure 11.1 may expand with the introduction

of low fare service by Southwest Airlines and stepped up marketing efforts by the State. The service area
could expand to include Fairfield County, central Massachusetts and the Interstate 84 corridor deeper into
eastern New York State. Recent survey findingeaséd by the State indicated success in increasing use of the
Airport by Fairfield County residents. Service area expansion into further outlying regions may also occur
dependent on the route structures and fares available at the airports serving such regions. However, the
existing service by Southwest at Providence and Manchester, and the recently initiated service at Albany, may
preclude service area expansion in those directions.

Figure 1.1 — Bradley International Airport: Primary Airport Service Ared
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It should also be noted that the Southwest strategy of low fare service has tended to increase the number of
passengers derived from an existing service area more than expand the service area. This occurs because
passengers 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 fare service.

2. POPULATION, INCOME AND EMPLOYMENT

A growing population, high income and
employment are key indicators of the streng Taple I1.1

of the Airport Service Area and the base (population Trends in Bradley Air Service Area
Airport passenger traffic.

. Primary Service| Connecticut
The United States Bureau of the Cens Year Area Population Population

estimated the population of the State
Connecticut to be 3,274,069 persons in 199 1995 3,026,181 3,261,812

This increased slightly to 3,282,031 in 19 ggg ggggi’gi 2;2324118

and to 3,405,565 iA000 representing the fifth — —

consecutive annual increase. The State h 1998 3,024,700 3,274,069
1999 3,029,868 3,282,031

relatively high population density of 6774
persons per square mile as compared to tfeurces: US Bureau of the Census; The Louis Berger Group, 1999

national rate of 77. The Primary Airport

Service Area is somewhat lower at 3,024,700 in 1998 and 3,029,868 in 1999. Table Il.1 shows population
trends in the Air Service Area since 1995. Due to the exclusion of fast-growing Fairfield County, population
trends in the air service area do not exactly mirror those of the State of Connecticut. It should be noted that
total annual enplanements in 2000 were 3,676,973.

Income in the Air Service Area s also largely determined by trends in the State of Connecticut. United States
Bureau of the Census estimates for 1998 place Connecticut first among the fifty states in terms of per capita
personal income at $37,600, 11 percent higher than New Jersegdired-ranking state, and a full 42 percent
above the national average Data from the BEA indicates that per capita income in Connecticut rose to
$39,300 in 1999, which was 37.6% greater that the United States per capita income.

Total employment in the State has also risen consistently since 1992. As indicated in Table 1.2, 1992
employment of 1,921,402 rose to 2,070,064 by 1998. Data available from the US Department of Labor,
Bureau of Labor Statistics, demonstrates continued growth in non-agricultural employment of 1.74% in 1999.
The State’s unemployment rate has declined steadily, and at just 1.9% in December 2000, was less than half
the National rate of 4.0%.

Increased employment reflects improvement in the finance, insurance and real estate (FIRE) industries, with
1998 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 manufacturing
sector has essentially stabilized and still accounts for over 17 percent of the State’s employment.

1 Personal income is comprised of net earnings by place of residence, dividends, interest, rent and transfer payments.
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Table 11.2
Bradley International Airport
Employment Trends in the Bradley Air Service Area

Service
Year Area Connecticut
85| 1,676,632 | 1,889,470 | |, 500,000 Employment Trends

86| 1,733,261 [ 1,948,058

87] 1,780,763 | 1,996,817 | | 2,000,000 7.4/.7.4.:.=I~<'¢_.¢.;.—4l4
88| 1,837,107 [ 2,056,636 O/O"O/O_O_O\O—O—O—O—G-O‘o’o

89| 1,835,830 | 2,050,464 || 1,500,000
90| 1,806,967 | 2,017,466
91| 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
95| 1,739,518 | 1,951,603
96| 1,768,423 | 1,987,022
97| 1,804,906 2,029,415 —O—Service Area —ill— Connecticut

98| 1,844,486 [ 2,070,064

85 86 87 88 89 90 91 92 93 94 95 96 97 98

Source: Connecticut Department of Labor; Massachusetts Department of Employment and Training; The Louis Berger Group, Inc., 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-aesagmpnclude
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 percert998, 3.2 percent in 1999 and 1.9% as of December 2000 are all
well below the historic national rates.
Table I.3
A key reason for optimism regarding the area’s prospects is thenpjoyment Growth
high skill I_evel§ of the worqurce. As discussed in a r_ecent stu_d},f1 the Bradley Air Service Area
by the University of Connecticut’s Center for Economic Analysis,

the State of Connecticut ranks third, and Massachusetts first in the Total Service
proportion of state populations that have obtained collegesdsgr Period _|Employment |Sector
Such a highly educated workforce is usually indicative dfg3s8~ 2000 150%|  2.40%
productivity in the workplace as well as adaptability to new5q57 2005 1.20%] 2.00%
technologies and management practices — all factors that b¢sgrs~ 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 1.3 outlines the forecasted annual growth in employmepinoe - 2030 050%| 0.70%

for the Air Service Area, both for total employment and Servic&ources: Us Department of Commerce, BEA
employment. The growth trends are based on forecasts for thg: L ouis Berger Group,1999
Connecticut economy that are produced by the BEA. These
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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 Airport opened in 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
occurred with the completion of the Murphy Terminal in 1952. By the 1980’s, as annual enplanements were
well over one million, and capacity constraints necessitated a series of additional improvements, the most
notable being the completion of a new Terminal A and Concourse C. Recent or ongoing improvements at the
Airport have included expanded cargo facilities, runway reconstrueémess roadways, a new control tower,

and a new 3,500 space parking garage (now under construction).

Air service activity at the Airport includes air carriers, commuters, charter operators, stitagyiftights and

a significant amount of all-cargo service. Major passenger markets during the 1990 to 1998 period consisted of
various Florida destinations (which by 1998 accounted for 20% percent of enplaned passengers), California,
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% and 22%, respectively, of total enplanements each, followed by American and
United with 12% and 10%, respectively. Southwest Airlines, which introduced service in lateat88anted

for 10% of annual 2000 enplanements. No other major carrier represented more than 10% of enplanements.
America West, Continental, Midway, Midwest Express, Northwest and TWA all combined for 17% of total
enplanements. Itis expected that competition within the airline industry will continue to be closely monitored
by the US Department of Transportation with the goal of maintaining continued downward pressure on fares.
The airlines are becoming increasingly sensitive to the US DOT concerns over airline competition as
demonstrated by the structuring of the United / US Airways merger and the TWA bankruptcy and takeover by
American. For example, the agreement between United and US Airways includes the spin off 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 to have a significant effect
on the services provided at the Airport.

A review of the January 2001 Official Airline Guide indicates that the Airport currently serves 38 non-stop
destinations with 1,087 weekly departing flights. These flights provide total capacity of 107,163 weekly
departing seats (5,572,246 seats annually). The breakdown of flight offerings is as follows:

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

The distribution of mainline jet flights at Bradley is: US Airways (18%), Delta (11%), American (11%),
United (10%), Northwest (6%), TWA (3%) and Continental (2%), with others (Midwest Express, L.B.
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 Ontario, and Shuttle America. Low-fare carrier service is split amongst Southwest (11%),
Delta Express (7%) and MetroJet by US Airways (4.5%).
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The top ten destinations presently being serv
based on the number of weekly departing flights
are Chicago (O’Hare and Midway airports)
Baltimore/Washington, Philadelphia, Newark
Washington DC (Dulles and National airports)
Syracuse, Buffalo, Rochester, Orlando and Atlant
The flights to Newark (with a single exception)
Syracuse, Buffalo and Rochester, although freque
are commuter express flights provided b
Continental and US Airways using turbo prof @ N o
aircraft and regional jets with lower seating N

capacities. The Delta flights to Atlanta, in contras
utilize equipment with relatively high seating
capacities. Accordingly, the top ten destination Northwest
based on the number of weekly departing seats & American—, £\

different than the flight frequency ranking. The tof ,,;;:’:I:.’. N\ | US AT
ten destinations based on departing seats ¢ &5

Chicago (O’'Hare and Midway airports), Southwest
Baltimore/Washington, Atlanta, Washington DC
(Dulles and National airports), Philadelphia
Orlando, Pittsburgh, Charlotte, Cincinnati and
Detroit as show graphically above. United

Top 10 Bradley Destinations

Total Weekly Departing Seats
(2]
f=)
o
o

Share of Top 10 Destinations
Continental

T AR

The top 10 destinations represent 63% of the total departing seats. The number one destination, Chicago, is
served by United, with 45% of that market, and American with 43%, each flying to O’'Hare, and Southwest
with 12% of the Chicago market flying to Midway. The number two destination, Baltimore/Washington, 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 79% of the market, also serves Orlando.
Southwest Airlines also serves Orlando and has the remaining 21% of that route. The Washington market is
shared equally between United Airlines, flying to Dulles, and US Airways flying to Reagan National.
Philadelphia, Pittsburgh and Charlotte are served exclusively by US Airways. Cincinnati and Detroit are
served exclusively by Delta and Northwest Airlines, respectively.

The other 28 destinations served out of Bradley represent 37% of the total departing seats. In addition to the
carriers serving the top 10 destinations, and their respective express operations in these markets, other Bradley
carriers include Shuttle America, America West, Midwest Express, Air Canada and Midway Airlines. A
variety of destinations throughout the US and Canada are served by these carriers including Toronto, Montreal,
Las Vegas, Los Angeles, San Francisco, San Juan, Phoenix, Dallas, Houston, Denver, Milwaukee, St. Louis,
Palm Beach and additional east-coast cities.
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5. AIR PASSENGER ACTIVITY HISTORY

The Airport has experienced 3.8% average annual growth in enplaned passengers from 1979 through 2000.
Total enplaned passengers at the Airport in 1998 were 2,816,640 making Bradley the nation’s 56th busiest
airport in terms of 1998 passenger volumes. In 1999, Bradley’s enplaned passengers rose 13%to 3,177,478
moving Bradley up to the nation’s 8®usiest airport in terms of 1999 passenger volume2000, Bradley's
enplaned passengers rose 16% to 3,676,973.

Total 2000 enplaned passengers included 3,413,303 major air cassamgers, 183,115 domestic commuter
passengers, 40,518 international commuter passengers, 2,852 domestic charter passengers and 19,185
international charter passengers. Bradlaggengers are overwhelmingly origin-destination (99.5 percent), and
approximately half are leisure travelers. Air carrier activity is entirely domestic, while commuter airlines
provide international flights to Canada. Charter flights have been mostly international, with service to Mexico
and the Caribbean being the typical offering.

Figure Il.2 and Table 11.4 details the growth of passenger volumes between air carriers, commuters and charters
between 1979 and 1999. It also includes the total passenger counts and the actual growth rates experienced
from year to year in each segment. Figure 1.3 shows that these different segments exhibited very different
growth trend§ In particular, the commuter passenger segment has tended to grow more rapidly thaesir ca
passengers, with commuter growth extremely pronounced during two periods, 1979 to 1981 and 1990 to 1998.
The air carrier passenger segment, which accounts for 90 percent of total enplanements, has grown more
slowly, if more predictably than commuter passengers. Charter passengers, 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 1.4 shows that total air carrier and commuter enplaned passenger growth at Bradley exceeded the
national rate of growth in domestic, scheduled airline enplaned passengers reported by the Air Transport
Association immediately following the dedication of Terminal A and Concourse Cin 1986. The national rate
of growth then exceeded the Airport’s growth rate between 1988 and 1993. From 1994 through 1998, Bradley
and US growth were equalized based on the 1983 index shown in Figure Il.4. 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 seen in Figure 1.5, the
price of air travel for passengers using the Airpbds been slightly higher than the national average. As
discussed later in this Report, the introduction of Southwest Airlines has significantly reducetigresde.
Second, while the income levels in the Airport Service Area are among the highest in the nation, the economic
growth patterns for the market area had been, in the early 1990’s, slower than the nation’s. As is discussed
below, it is economic growth, rather than the level of income, which drives growth in enplanements. The
correlation between economic growth in the Air Service Area and passenger enplanements at the Airport is
significant, and this relationship is a primary aspect of the forecasting model developed for the Airport.

! As in Figure 11.2, various figures in the Report are presented as an index. The data is converted from absolute numbers to
an index (so that the value in the base year equals 1). This allows the comparison of growth trends for variables of different
magnitudes.

2 Price of air travel is approximated by usiagline yield per passenger mil@lso known asevenue per passenger njile
The numbers represented in Figure 11.4 are in real 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 En planed Passen gers

Historic En planed Passen gers Historic Year to Year Growth

Year | Air Carrier |Commuter _{Charter Total Alr Carrier _Cémmuter __ Charter T(Ltal
1979 1,606,516 29,176 | 34,553 1,670,245 n/a n/a n/a n/a
1980| 1,400,874 63,582 | 26,763 1,491,219 -12.80% 117.93%]| -22.55%)] -10.72%
1981 | 1,213,036 93,458 | 31,051 1,337,545 -13.41% 46.99%| 16.02%]| -10.31%
1982 1,152,156 97,886 | 23,552 1,273,594 -5.02% 4.74%| -24.15%| -4.78%
1983| 1,410,887 87,232 | 22,766 1,520,885 22.46% -10.88% -3.34%| 19.42%
1984 | 1,494,233 115,676 | 18,620 1,628,529 5.91% 32.61%]| -18.21% 7.08%
1985| 1,660,041 134,958 | 13,643 1,808,642 11.10% 16.67%| -26.73%| 11.06%
1986 1,983,159 122,756 | 11,787 2,117,702 19.46% -9.04%| -13.60%| 17.09%
1987 | 2,284,862 130,893 | 14,751 2,430,506 15.21% 6.63%]| 25.15%]| 14.77%
1988 | 2,335,327 144,451 17,284 2,497,062 2.21% 10.36%]| 17.17% 2.74%
1989 | 2,277,893 148,978 | 11,400 2,438,271 -2.46% 3.13%]| -34.04%]| -2.35%
1990 | 2,345,422 159,995 | 16,985 2,522,402 2.96% 7.40%]| 48.99% 3.45%
1991 | 2,159,369 128,997 | 18,623 2,306,989 -7.93% -19.37% 9.64%| -8.54%
1992| 2,170,544 184,599 | 15,590 2,370,733 0.52% 43.10%| -16.29% 2.76%
1993| 2,104,219 216,189 | 34,420 2,354,828 -3.06% 17.11%| 120.78%] -0.67%
1994 | 2,151,779 211,899 | 32,186 2,395,864 2.26% -1.98% -6.49% 1.74%
1995| 2,294974 246,126 | 28,236 2,569,336 6.65% 16.15%| -12.27% 7.24%
1996 | 2,415,837 252,035 | 24,196 2,692,068 5.27% 2.40%]| -14.31% 4.78%
1997 | 2,442,167 246,535 | 20,367 2,709,069 1.09% -2.18%| -15.82% 0.63%
1998 | 2,521,526 267,365 | 27,749 2,816,640 3.25% 8.45%| 36.24% 3.97%
1999| 2,874,632 278,711 | 24,135 3,177,478 14.00% 4.24%]| -13.02%| 12.81%
2000 ] 3,431,303 223,633 | 22,037 3,676,973 19.36% -19.76% -8.69%| 15.72%

Average Annual Growth (1979 to 2000) 3.679% 10.184%)| -2.119%| 3.829%
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Figure 11.3
a5 Growth Trends for BDL Passenger Segments
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Source: The Louis Berger Group, Inc., Connecticut Department of Transportation, Air Transport Association
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6. AIR CARGO ACTIVITY HISTORY

All of the major cargo operators are represented at the Airport. The primary contributors to the Airports cargo
tonnage are listed below:

United Parcel Service Emery Worldwide
Federal Express Arrow Air
Burlington Air Airborne Express
Kitty Hawk DHL Airways
Tradewinds International

The Airport experienced 6.7% average

annual growth in cargo activity from 1979 Table I.5

through 2000. The Airport's total cargo BDL Caraoin Annual Tons
activity in 1999 was 193,441tons

representing 6.6% growth from 1998 an Year Freight Mail Total
making the Airport the nation’s 3&usiest 1979 31,900 16,130 48,030
in terms of cargo activity. A 5.6% decline 1980 25,611 18,694 44,305
in freight activity in 2000 was offset by 9% 1981 16,714 14,397 31,112
increase in mail activity. As with 1982 14,480 18,831 33,311
passengers, different market segmen{s— 1983 15,210 19,463 34,673
within  cargo  exhibited  significant 1984 73.759 23,151 96,910
differences in growth trends. As illustrated|— 1985 79,335 25,223 104,558
in Table 11.5, freight components of cargoj— 1986 47,681 28,266 75,947
far outpaced the mail component in terms of— 1987 69,201 31,419 100,620
growth, with freight averaging annual 1988 74,841 32,109 106,950
growth (in terms of tons passing through thg___1989 88,018 33,075 121,093
Airport) of 5.2 percent from 1985 to 1999, 1990 91,243 36,235 127,478
and mail 4.0 percent. In total, air cargo a 1991 104,416 38,274 142,690
the Airport grew by 4.5 percent during this 1992 110,508 38,107 148,615
period. In comparison, total growth in 1993 117,930 39,797 157,727
cargo activity by US Airlines, both domestic 1994 127,454 31,994 159,448
and international, between 1988 and 199 1995 115,040 39,437 154,477
was 5.5 percent a year 1996 130,536 36,520 167,056
1997 135,294 37,293 172,587
The fast growth in freight is tied to the 1998 141,824 39,560 181,384
growth in trade generally, as well as th 1999 149,934 43,507 193,441
declining real price of cargo shipping, 2000 141,481 47,548 189,029
which Boeing estimates to have decreased Average Annual Growth (1979 - 2000) 6.742%

in real terms by 34 percent since the earlysource: Connecticut Department of Transportation

1980's. At Bradley, rapid growth has also

reflected the development of substantial all-cargo activity. All-cargo aircraft presently carry 97 percent of
freight passing through the Airport. In comparison, passenger aircraft carry 50 percent of mail.

3 The national figures represent growth in ton kilometers, a slightly different measure.
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7. ALTERNATIVE PASSENGER DEMAND FORECASTS

Three alternative passenger demand forecasts have been developed for the purpcsssraj tesAirport's
financing capacity and the financial feasibility of the proposed Terminal Improvement Project:

= Base Case The “Base Case” represents Berger's expected future demand forecast in the absence of low
fare passenger service started by Southwest Airlines on October 31, 1999. The Base Case is the selected
forecast used for the purpose of assessing the financial feasibility of the Terminal Improvement Project.

= Southwest Effect— The “Southwest Effect” includes the impact of Southwest Airlines upon the Base
Case. It was developed and used for the purpose of assessing the Airport’s financing capacity for further
expansion of Airport terminal facilities.

= Conservative Forecast The “Conservative Forecast” represents a flat 1.5% growth rate applied to actual
1999 demand levels. This projection was developed at the direction of the Connecticut Department of
Transportation and used for the purpose of preparing the financing plan and other financial documentation
included with the Airport’'s Passenger Facility Charge Application submitted to the FAA for the Terminal
Improvement Project. The Conservative Forecast has also been used to test the financial viability of the
Terminal Improvement Project pursuant to passenger demand levels that are, in the early geass$ tfor
be considerably lower than the Base Case forecast.

8. BASE CASE DEMAND FORECAST

The methodology used for the Base Case forecast is based on standard econometric modeling techniques. The
process involves building a model, based on regression analysis of historical 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 economyc@s¢hifie regional economy
encompassing the Primary Airport Service Area) and future trends in air travel. The historic factors that are
considered in building the passenger demand model include population, income, employment and airfares
experienced in relation to the Airport’s enplaned passengers, all of which were previously discussed in this
Report. Separate forecasting models were constructed and evaluated for each of the market segments (air
carrier and commuter). Additional information concerning the passenger demand models used in the Base
Case Demand Forecast is on file with the Connecticut Department of Transportation.

Once the appropriate forecast models were identified, future enplanements were forecast. This involves
selecting a forecast for the various economic variables that drive the model. After a thorough review of
available economic forecasts for the Primary Airport Service Area, it was decided to rely upon the long-term
economic forecast produced by the BEA for Connecticut, which was described in Section I1.3. The forecasts
used for growth in Primary Airport Service Area for employment were previously outlined in Table 11.3. For
the assumptions regarding future trends in airline ticket prices (or revenues per passenger mile), the FAA's
long-term assumptions on national ticket price trends were used. As previously noted, it is expected that
competition within the airline industry will continue to be closely monitored by the US Department of
Transportation with the goal of maintaining continued downward pressure on fares.
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Table 1.8 summarizes the past Taple 1.8
trends in ticket prices (revenue per Historic and Forecast Air Carrier Revenues per Passenger Mile

passenger mile) between 1985 an Historic Forecast
1998, with the prices adjusted for Year Revenue (Cents) Year Revenue (Cents)
inflation and valued in constant 1985 11.94 1999 8.36
1983 dollars. The table also 1986 10.59 2000 8.1/
includes the forecasts for prices a 1987 10.11 2001 7.99
the Airport. Consistent with FAA's 1988 10.30 2002 7.92
. ' . 1989 10.79 2003 7.86
national forecasts, prices at Bradley 1990 10,95 5004 780
are assumed to decrease b 1991 10.06 2005 774
approximately 0.1% annually until 1992 0.48 2006 7.68
2010, and remain constant 1993 10.17 2007 7.62
thereafter. 1994 9.70 2008 7.56
1995 9.24 2009 7.50
With respect to the assumed trend 1996 9.03 2010 7.44
in airline prices, the FAA 1997 8.95 2011 7.44
assumptions that were used ar 1998 8.52 > 2011 7.44

. . \'Source: The Louis Berger Group, 1999
consistent, if not more
Results are rounded

conservative, than those produced

by Boeing, the Air Transport Association and the International Air Transport Association. The prevailing view
is that competition in the industry will not abate, and will continue to put constant downwessiyse on fares

(or yields which are used to approximate fares). In addition, newer aircraft continue to improve on fuel
efficiency, resulting in continued decreasing consumption for the aircraft fleet over time.

The Base Case enplaned passenger forecast produced through the process of econometric modeling is shown
on Table Il.11. Asindicated, the Base Case Forecast results in enplaned passengers increasing from 3.12 to
5.22 million from 1999 to 2030 with rates of growth significantly tapering off in the less predictable out years

of the forecast. Average annual growth in enplanements for the Base Case is 1.7 percent.

9. THE SOUTHWEST EFFECT

A special analysis was carried out to estimate the effect on enplanement levels of SouiHinests&rvice at

the Airport. As has been seen at airports where Southwest has introduced its low-fare service, the increase in
enplanements has usually been dramatic. The average fare charged on routes served by Southwest has usually
fallen significantly, and fares on routest served by Southwest Airlines have often declined as well.

Southwest introduced service at the Airport on October 31, 1999. The initial service consisted of 12 daily
flights, including 8 flights to Baltimore’s BWI, 2 daily flights to Chicago Midway and one each to Nashville

and Orlando. Southwest has since added a flight 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 for existing service? In other
words, what might be the effect on fares (and enplanement 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
guestions are important, and certainly necessary to form assumptions regarding future enplanements at the
Airport.
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The magnitude of the “Southwest Effect” at the Airport is difficult to forecast using the econometric model
developed for the Base Case Forecast, since no long-term historic data exists on Southwest activity at the
Airport. Therefore, the Southwest Effect Forecast was developed by:

Considering what the effect has been at other airports with Southwest Service;

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

0000

Other Southwest Airports

The first step in estimating the Southwest Effect is to examine the growth patterns at other airports. As shown
in Table 1.9, the observed pattern is usually for fairly dramatic increases in enplanements 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
Airport Increase in Enplanements Following

Southwest Service:

(1*'year of Southwest Service) Year 1 Year 2 Year 3
Providence - T.F. Green (1996) +15% +63% N/A
Omaha — Eppley Field (1994) +25% +13% -1%
Fort Lauderdale — FLI (1996) +16% +10% N/A
Tampa Bay — TBI (1994) +14% +10% N/A
Salt Lake City — SLCI (1994) +11% +6% +0%
Spokane — Sl (1994) +15% +11% +9%
Boise — Gowen Field (1994) +22% +27% +5%
Jackson — Jackson Int’l (1997) -3% +6% +11%
Baltimore — BWI (1993) +35% +2% +3%
Nashville — Nashville Int’l (1995) -14% -T% +9%
Bradley Forecast with Southwest Effect +21% +4% +3%
(See Below)

Source: Federal Aviation Administration (Historical Data), The Louis Berger Group (Bradley Ford@99),

From demographic, geographic and overall service level standpoints, Fort Lauderdale and Baltimore are
considered more comparable markets to Bradley than the other markets listed above. However, neither of the
markets is served by more than one airport with service by Southwest. In addition to its new service at the
Airport, Southwest presently serves T.F. Green Airport (65 naitess of Bradley) 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 be more dramatic at the comparable airports than

Bradley.
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As indicated above, the most dramatic effect was observed at Providence’s T.F. Green Airport (65 miles east of
Bradley). Fares on routes served by Southwest dropped an average 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 at T.F.
Green declined by 37 percent on average for all routes. In terms of enplanements, the effect was also dramatic,
with total enplanements rising by 87 percent over the same two-year feriod

Of particular interest in examining the T.F. Green experience is to determine to what degree Southwest caused
anetincrease in enplanements, as opposed to simply driving out existing service. It appearsthatat T.F. Green,
Southwest service substantially increased the total number of enplanements only on the routes it served. While
fares on these routes decreased by 47 percent, total enplanements increased by over 260 percent, for a demand
elasticity in the markets of 5.5. Elasticity measures over 1 are described as “elastic”, meaning that a given
percent decrease in price brings about a greater percent increase in demand. The eleatigityimplied for

T.F. Green enplanements on Southwest routes is very high, which may indicate that a fairly important market
for air travel exists which is generated at the low fares offered by Southwest. In the absence of low fares, itis
believed these travelers use a different mode (or a different 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 fares at the airport prior to the arrival of the airline were quite high. In early 1996, the average yields
(which are essentially a measure of fares) at the airport were over 19 cents per mile, one of the highest levels of
any US airport. Following the arrival of Southwest, T.F. Green became, in two years, one of the airports
offering thelowestfares in the US.

Itis unlikely that the “Southwest Effect” will be as dramatic at Bradley as it was at T.F. Green, and possibly at
the comparable airports (Baltimore and Fort Lauderdale). First, the planned service to be offereitlnehe a

is a much smaller proportion of total Bradley service than T.F. Green’s. Further, current levels of fares (or
yields) found at Bradley are not as high as was the case at T.F. Green. Finally, Southwest service is already
available at three of the region’s airports (Albany, T.F. Green and Manchester), reducing the scope for
attracting travelers from these markets.

Southwest Enplanements

The number of passengers boarding Southwest flights can be estimated by determining the number of seats
being offered based on the service schedule and aircraft equipment type, and applying an estimated load factor
to the seats being offered. This analysis assumes that each of the 12 daily Southwest Airlines flights scheduled
for the Airport will have an initial load factor of 66 percent (the system — wide average for the airline as
reported in the Airline Quarterly Financial Review" Quarter, 1998). Based on the experience of other
airports, this load factor is assumed 50% captured in year 1 and 100% captured in year 2. The load factor
declines to 65.2% based on relevant declines anticipated in FAA forecasts nationally. In this analysis, by the
year 2002, after load factors are stabilized, Southwest Airlines is estimated to enplane 380,000 to 400,000
passengers per year. However, this analysis assumes that all of Southwest passengers are new passengers
rather than passengers drawn from other carriers at the Airport.

4 All Providence T.F. Green data reported is contained in US Department of Transport&@néstic Airline Fares Consumer
Report January, 1998
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Passenger Capture

In order to estimate the number of Southwest passengers that are net new to the Airport, enplanement trends
for 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 (trends in the midst of service commencement). The detail analysis is on file with the Connecticut
Department of Transportation and summarized below:

The data clearly indicates that prior to the commencement of service, the total enplaned passenger market was
9% to 13% greater than the prior year. After a very competitive first full month of the new service in
November 1999, the total enplaned passenger market was 14% to 19% greater than the prior year. Therefore,
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 its
passengers are “new”. Analysis of the data indicates that some airlines actually 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
enplanements are reduced by one.

It is important to stress that this analysis does not imply that Southwest will cause a decrease in 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 to Bradley, while new entrants (such as
America West) have appeared.

Airfare Analysis: Change in Yields

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

Airfare data was collected from Fare Audit, Inc., a firm that specializes in monitoirfages for specific ‘city

pair’ markets across the northeast. Fare Audit monitors two different types of fatestedsnd unrestricted.

In the case of Fare Audit’s data collection, restricted or excursion fares are considered to be the cheapest fares
with the most restrictions. (e.g. 7-day advance purchase, Saturday night stay, non-refundable, etc.).
Unrestricted fares are collected under the presumption of a minintétties walk-up fare. All fares collected

by Fare Audit are gathered on a 30-day conforming schedule.

The airfare data collected from Fare Audit consisted of twenty (20) Bradley ‘city pair’ markets and the
restricted and unrestricted airfare for each market for each month from June 1998 to January 2000. This data
did not include information on aircraft equipment type, number of seats available and daily frequency of
flights. In order to obtain the remaining data, the Official Airline Guide (OAG) schedules were accessed
through the Airport’s web site. These schedules provided all flights including connecting flights to the twenty
destinations reviewed. For this analysis, only direct flights or flights with no connections were used. From each
specific ‘city pair’ market schedule, the aircraft equipment type and frequency were obtained.

As part of the analysis to determine the Yield per Seat Mile, it was necessary to determine the total seats
available for each ‘city pair market. Realizing that the number of seats available on an equivalent aircraft
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between two different airlines can vary, an average was deemed necessary for consistent outputs. The Average
Seats was derived by taking the number of seats available on each type of plane and weighting that number
accordingly by the frequency of flights that the airline has for that ‘city pair’. This provided the estimated Total
Seats Available for each ‘city pair’ reviewed. (E.g. Average Seats x Number of Flights). The product of Total
Seats and Airfare is the Gross Revenue for the ‘city pair’ for each month analyzed.

Next, total seat miles for each ‘city pair’ market was defined (Market Distance x Total Seats Available). The
market distance was determined by applying straight-line distances determined from longitude and latitude
coordinates for each City. To develop the average Yield per Seat Mile for the twenty (20) ‘city pairs’ analyzed,

gross revenue is divided by total seat miles. This was completed for each month analyzed from June 1998 to
January 2000.

The total average yield per seat mile at the Airport for all City pairs for each 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 airfares at the Airport was estimated on this basis. Figures I.6 and 1.7 display the results for
both restricted and unrestricted fares.

As indicated, decreases can be demonstrated in both restricted and unrestricted airfares. From the date that
Southwest actually started airline service at the Airport (October 31, 1999), Yields per Seat Mile have fallen
13% for restricted fares and 36% for unrestricted fares. From the date that Southwest annidimeseraice

to Bradley (July 13, 1999), Yields per Seat Mile declined 23% for restricted and 32% for unrestricted fares.

Restricted Fares It can be assumed that most leisure travelers will fly with some fare restriction to gain the
associated savings in ticket price. Thus, only one segment of the travel population is likely to consistently use
restricted fares. In addition, the airfare analysis indicates that the decline in restricted fares at the Airport after
the Southwest service announcement followed a sustained period of increasing fares. In fact, the estimated
average January 2000 yield is 44% higher than that of June 1998. From the available data it is not clear that
Southwest will have a long-term impact on the yields of restricted fares.

Figure 1.6
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Restricted Airfares have declined an average of 23% since the Southwest Service was announced in July, 1999. These
airfares declined an average of 13% when measured against the commencement of service on October 31, 1999.
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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 I1.7, the substantial decline in unrestricted fares
followed a sustained period of more moderate decline. Clearly, Southwest has had a significant impact on this
category of fare. ConnDOT estimates that business travelers comprise about 49% of the airport’'s passengers

Figure I1.7
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The unrestricted airfares have declined more dramatically. An average 32% decline is demonstrated since the
Southwest service announcement. This decline is 36% when measured from the commencement of service.

Considering these factors, Berger has introduced a one-time decline in average yields at Bradley of 15% into
the Base Case forecast model for the purpose of estimating the Southwest Edfgastforhis percentage drop

was estimated assuming (1) that the yields of restricted fares will not significantly change; (2) unrestricted fares
have dropped 32% since the service was introduced; and (3) for planning purposes, the percent of unrestricted
fares should roughly equal the percent of business travelers (49%). Thus, a little less that half of the Airport’s

fares 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 forecast is presented in Table 11.11 and Figure 11.8. The Southwest Effect forecast is
generated by combining incremental passengers boarding Southwest flights with the incremental passengers
(above the Base 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 forecast
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 to 0.8 million in 2030.
Southwest enplanements at Bradley in 2000 were 380,587.

Feasibility Report of the Airport Financial Consultant Page Il - 17



The Louis Berger Group Inc. Bradley International Airport Terminal Improvement Project

10. SELECTED FORECAST

Figure 11.8 presented below depicts the Base Case, Southwest Effect and ConnDOT Consergatistsfof

enplaned passenger demand. The Base Case Forecast has been selected for the purpose of determining the
financial feasibility of the Terminal Improvement Project. While Southwest Airlines has now successfully
served the Airport for over a year, and the Southwest Effects have been realized, it is appropriate that the
financial projections used to determine feasibility are built upon conservative estimates of demand. The
enplaned passenger forecast has a significant impact on projected Airport concession revenues and Passenger
Facility Charges.

It is of interest to evaluate these forecasts in light of other available forecasts. It appears that the forecasts for
Bradley are relatively conservative in comparison to others. For example, the FAA forecasts for national
enplanement growth call for increases of 3.4 percent a year to 2010. Forecasts produced by Boeing for the
North American domestic market are even more optimistic than the FAA, with revenue passenger miles
forecast to grow by 4.2 percent annually between 1996 and 2006 eédstrproduced by the International Air
Transport Association was also relatively optimistic, seeing growth in the North American domestic passenger
market as averaging 3.7 percent a year to 2010. In comparison, Berger's Base Case forecast for 1999 through
2010 reflects average annual growth of 2.99%, and the Southwest Effect forecast reflects average annual
growth of 4.28%, each with higher rates of growth in the early years of the forecast as indicated in Table II.11.

Figure 1.8
Enplaned Passenger Forecasts
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! As the average flight is increasing in length, a forecast for revenue passenger miles will tend to be higher than one for enplanements.
Nevertheless, the Boeing forecast for the nation is still considerably more optimistic than the@duequo here for BDL.
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Table 11.11
Enplaned Passenger Forecast by Market Segment

Selected
Calendar Year Enplanements Base Case Base Case Annual Total With Southmest Annual
Year Air Carrier Commuter Charter C.Y. Total F.Y. Total Growth SWEffects Forecast Growth
98 2,521,526 267,365 271749 2816640 2,727,407 na - 2,816,640 na
99 2,819,059 278711 24135| 3121905 2,968,267 8.8% 55,573 3177478 12.8%
00 2,853,930 223,633 22037 3,099,600 3193584 | 7.6% 577,373 3676973| 157%
01 3,068,263 304,940 24135| 3,397,338 3,331,301 4.3% 607,230 4,004,569 8.9%
02 3,158,357 317,946 24135| 3500438 3,448,883 3.5% 619,564 4,120,002 2.9%
03 3,249,352 331,506 24135| 3,604,993 3,552,716 3.0% 631,734 4,236,727 2.8%
4 3,343,119 345,645 24135| 371289 3,658,946 3.0% 644,274 4,357,173 2.8%
05 3,441,813 360,387 24135| 3826335 3,769,617 3.0% 657,474 4,433,800 2.9%
06 3524421 372,039 24135|  39205%5 3,873,465 2.8% 668,522 4,589,116 2.3%
07 3,609,182 384,068 24135| 4,017,385 3,968,990 25% 679,858 4,697,242 2.4%
08 3,693,890 396,485 24135| 4114510 4,065,948 2.4% 691,187 4,805,697 2.3%
09 3,783,075 409,304 24135| 4216515 4,165,513 2.4% 708,114 4,919,629 2.4%
10 3,874,606 422538 24,135 4,321,279 4,268,897 2.5% 715,356 5,036,634 2.4%
11 3,923,269 432543 24135| 4379946 4,350,613 1% 721,864 5,101,810 1.3%
12 3972542 442,784 24135 | 4439462 4,409,704 1.4% 728454 5,167,915 1.3%
13 4,022,435 453,269 24,135 4,499,838 4,469,650 14% 735,126 5,234,965 1.3%
14 4,072,954 464,001 24135| 4,561,090 4,530,464 1.4% 741,883 5,302,973 1.3%
15 4,124,108 474,933 24135| 4623230 4,592,160 1.4% 748,724 5,371,954 1.3%
16 4,149,580 481,406 24135| 4655120 4,639,175 1.0% 752,131 5,407,250 0.7%
17 4,175,200 487,909 24135 | 4,687,253 4,671,187 0.7% 755,558 5442811 0.7%
18 4,200,996 494,501 24,135 4,719,632 4,703,443 0.7% 759,007 5,478,639 0.7%
19 4,226,943 501,181 24135 | 4,752,259 4,735,946 0.7% 762477 5,514,737 0.7%
20 4,253,050 507,952 24135| 4785138 4,768,699 0.7% 765,969 5,551,106 0.7%
21 4,279,319 514,815 24,135 4,818,268 4,801,703 0.7% 769,482 5,587,750 0.7%
22 4,305,749 521,770 24135 | 4,851,654 4,834,961 0.7% 773017 5,624,671 0.7%
23 4,332,343 528,819 24135| 4885297 4,868,476 0.7% 776573 5,661,871 0.7%
24 4,359,101 535,964 24135| 4,919,200 4,902,249 0.7% 780,152 5,699,352 0.7%
25 4,386,024 543,205 24135 | 4953364 4,936,282 0.7% 783,753 5,737,117 0.7%
26 4,429,816 550,840 24135| 5,004,791 4,979,078 0.9% 789,610 5,794,400 1.0%
27 4,474,045 558,582 24135| 5,086,762 5,080,777 1.0% 795,525 5,852,287 1.0%
28 4,518,715 566,433 24135| 5,100,283 5,083,023 1.0% 801,499 5,910,782 1.0%
29 4,563,832 574,394 24135| 5162361 5,135,822 1.0% 807,533 5,969,894 1.0%
30 4,609,399 582,468 24135| 5216002 5,189,182 1.0% 813,627 6,029,629 1.0%
Average Annual Growth (1999 - 2030) 1.7% 2.1%

1998 through 2000 reflects actual enplaned passengers
Note: CY - Calandar Year FY - Fiscal Year
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11. CARGO DEMAND FORECASTS

In a manner similar to the passenger segments, 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 air cargo shipping. Since 1973, cargo yields have decreased at an even faster rate
than passenger yields, averaging -2.4

percent annual growth (and —1.1 percent a

year since 1990). The assumptionslable .12

regarding future decreases used here arBorecast of Cargo by Market Segment

more conservative than for passenger yieldsotal US Tons

as this faster rate of decline appears difficult
to maintain. Other variables that have

contributed to the rapid increase in carg N_Iarket Sedment —
. . ; Year Freight Mail Total Rate

vqu_mes at th_e_Alrpor'F include t_her?rom_fth in 00 e 47548 189.029
ggf\'/?fgi?g;vny and incomes in the Airpor 01 150,121 40,855 | 190,976 1.0%
' 02 158,905 42196 | 201,101 5.3%
As with the passenger fecasts, the separate 03 167,343 3421 210,767 8%
forecasting models constructed exhibit very 04 176,228 46901 220918 4.8%
good statistical results and are able tg—0O2 1855851 450041 2315701 4.8%
replicate past cargo growth at the Airpor—3 1954391 47335 2427741 4.8%
with high degrees of accuracy (see Sectiop—L 205816 487151 2545311 48%
1113 for details). Here too, the forecasts arg—08 215027 49.978 | 2650051 4.1%
based on the BEA economic growth|—09 224649 | 51274 275023| 41%
assumptions and an assumed annupl—10 234,702 52603] 2873051 4.1%
decrease in cargo shipping prices of 11 245,205 53967 299172 41%
percent to 2010. The results are outlined ip__12 256,178 55366 | 311544| 4.1%
Table I1.12 and Figure 11.9 in terms of total 13 265,845 56,608 322,453 3.5%
tons shipped. Total cargo is forecast t 14 270,870 57,072 | 327,942 1.7%
grow from 189,029 tons in 2000 to 391,953 15 275,990 57,539 333,529 1.7%
tons in 2030, with an averagamual growth 16 281,207 58,010 | 339,217 1.7%
rate of 2.46 percent. 17 286,522 58,485 345,007 1.7%
18 289,615 58,720 | 348,335 1.0%
In comparison to other forecasts, thes¢ 19 292,742 58,957 351,699 1.0%
forecasts are highly conservative. Boeing's 20 295,902 59,195 355,007 1.0%
forecast for cargo growth in the North 21 299,097 59,433 358,530 1.0%
American market average 4.9 percenf 22 302,326 59,673 361,999 1.0%
annually between 1998 and 2007, and 5.l 23 305,590 50013 | 365,503 1.0%
percent between 1998 and 2017. I o4 308,889 60,155 | 369,044 1.0%
comparison, the Bradley forecast forannugl o5 312,224 60397 | 372621|  1.0%
growth in cargo tonnage of 3.8 percen{  og 315,595 60641 | 376236|  1.0%
between 1998 and 2007, and 3.4 percent 27 316,002 60,885 376,887 0.2%
between ;998 and 2017. These'resu.lls 28 322,585 61281 | 383866 19%
imply relatively conservative assumpfuons in 29 326,208 61,680 387,888 0%
the Bradley cargo forecasts, particularly 30 320,871 62082| 391953 0%
over the medium- and long-term. Average Growth Rate. > 46%

. Source: The Louis Berger Group, 1999
The cargo forecasts shown in Table .12 do 9 P
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not vary between the alternate passenger forecasts (Base Case and Southwest Effesetjldiisthie previous

section of the Report.
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[ll. 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 effort conducted by HNTB
Corporation at the direction of the Connecticut Department of Transportation including extensive coordination
with the airlines and State-appointed officials. The existing terminal complex and design of the Terminal
Improvement Project are summarized below along with estimated project costs and the plan to finance the
project.

1. PROJECT DESCRIPTION

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

Approached 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. Terminal 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 pioss, accessed from the concourse by passenger loading bridges.
Between Terminal A and the IAB is an existing Sheraton Hotel that connects through non-secure walkways to
the lobbies of the three terminals.

The IAB is the second facility encountered on the roadway. It is presently being used by Southwest and
Continental Airlines. Southwest also has space in the Murphy Terminal, for the service it initiated in October
1999. The IAB represents alinear concept, housing both terminal and concourse elements in a single structure.
The IAB 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, it is the oldest
continuously in-use airport passenger terminal in the United States today. Originally built as a single level
terminal reflecting a simple linear concept, it has been added to and expanded over the years 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 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 of the public areas of the buildiritipraadig, the
mechanical systems are antiquated and ad hoc, with two of three boilers dating from 188tawdtifloor air
conditioning provided by window units.
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Bradley International Airport - Existing Terminal Facilities
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HNTB Corporation initially developed four basic terminal expansion alternatives that would meet the short-
term passenger demand requirements at the Airport, plus a no build alternative. The alternatives ranged in cost
from $70 to $210 million, with the no build alternative being the $70 million project due to the age of the
Murphy Terminal. The alternatives developed are briefly highlighted below. The proposed Terminal
Improvement Project evolved from Alternatives D and D1 based upon cost considerations, consultations with
the airlines and the need to accommodate additional air service initiated by Southwest Airlines at the Airport
during the course of the terminal planning and design stage.

Alternative A/B - The conceptual design for Alternative A/B was a three unit terminal concept with two new
unit terminals, A1 and B, similar to existing Terminal A. They would be linked to Terminal A via a 500-600
foot long non-secure corridor on the departure level. Concourse C would be extended by approximately 80-90
feet.

Alternative C - Terminal Alternative C included one new unit terminal Al that would be built to the east of
existing Terminal A identical to that proposed in Alternative A/B above. Concourse C would be extended
approximately 80-90 feet. Alternative C retained existing Terminal A, the Sheraton Hotel and the connector to
the IAB.

Alternative D - This alternative, and Alternative D1 described below, was a significant departure from
Alternatives A/B and C described above. While existing Terminal A would be retained, its processor element
would be expanded, improved and modified so that the overall impression will be a consolidated terminal
component. The airside component consists of three (3) concourses, two of which are angled at 45 degrees
totaling about 35 contact gates.

Alternative D1 - The processor element for this Alternative is identical to Terminal Alternative D described

above. Both Alternatives D and D1 involve the expansion of existing Terminal A to the east. The concepts
involve the retention of existing Terminal A and the Sheraton Hotel, which remain in the same location as they
are today. Conceptually, the new terminal expansion to the east would reflect the design of Terminal A, 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 element. Terminal Alternative D1 contains
concourses that are parallel to existing Concourse C and connected to the terminal element by perpendicular
connecting corridors.

No Build - The No Build Alternative evaluated the situation which would occur if no new terminal is built.
The absence of a new terminal construction project would result in the need to rehabilitate the Murphy
Terminal. Elements of the required rehabilitation would include replacement of the upper level roadway,
expansion of the lower level roadway, ticket lobby expansion, upgraded vertical circulation, mechanical system
replacement and asbestos mitigation.

Proposed Project- The proposed Terminal Improvement Project is based on a thorough analysis of the
development alternatives, including consultations with the airlines and appropriateffitiis over a multi-

year planning, design and engineering review period. Concourse A and a significant portion of the Murphy
Terminal will be decommissioned. The projectincludes constructing a new terminal and 12-gate concourse,
constructing and renovating the aircraft apron areas, renovating the existing Terminal A, Concourse C and
IAB, constructing a new federal inspection building, making roadway improvements, and purchasing and
installing new jet bridges, baggage belts and other airline equipment. The Project, depicted graphically below,
is estimated to cost approximately $198.3 million.

Bradley International Airport — Proposed Terminal Facilities
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The new “Terminal Extension” and 12-gate “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, American, United, Continental and
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Northwest Airlines. Approximately 75% of passenger traffic will use this unified 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. 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. Exteriorimprovements will included new signage,
curbside baggage check-in positions, exterior lighting, apron lighting, assepger 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, variety, and specialty vendor concessions. A professional airport manafiemisrroposed

to run the retail operation in order to maximize Airport revenues, passenger convenience and customer
satisfaction.

The existing Terminal B will remain, but only Concourse B adjacent to the IAB and a small sectioreabthe

end of Terminal B will remain open. The remaining gates will be occupied by the regional carriers and TWA
Airlines. Renovations to the floors and walls will be undertaken and a new elevator and escalator installed.
The IAB will be exclusively occupied by Southwest Airlines. The floors and walls of the public corridor area
of the 1AB will be cosmetically upgraded.

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

The existing FIS offices 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.

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 thesroadway to connect with the two pedestrian
bridges from the new 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.
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2. PROJECT COST ESTIMATE

As noted above, the Terminal Project Cash Flow Requirements (Millions)
Improvement Project is estimated to cos $100.00

a total of $198.3 million. This includes| g o $69.89 IR

design, engineering, construction

construction contingency, construction $60.00

management and other services. Th ¢40.00

period of construction commenced in $18.57 $23.91
calendar year 2000 and will be $2000 [ |
completed in 2003 with most of the $

spending occurring in 2001 and 2002 a 2000 2001 2002 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 to administer the Airport's compensatory rate setting
methodology including the Terminal Building, Apron and Landing Area cost centers used in setting airline
rates and charges.

o Terminal — Including construction of the terminal and concourse expansion and the renovation of existing
Terminal A, Concourse C, Terminal B and the IAB at a total cost of $136.8 million as shown below:

» Terminal and Concourse Expansion - $99,773,685

=  Terminal A- $ 7,912,139

» Concourse C- $ 6,184,407

*  Murphy Terminal- $ 2,058,844

= Concourse B- $ 2,058,844

= |AB- $ 454,457

= Airline Additions (equipment) $18,384,814

= Total Terminal- $136,827,190

a Apron — Including aircraft apron construction at Concourse C and the new concourse at a total cost of
$26.8 million as shown below:

= Concourse C Apron- $ 2,092,422

* New Concourse Apron- $24,687,728

= Total Apron $26,780,150

o Roadway- The total cost of the roadway projects is estimated at $13,298,405

o Jet Bridges- Acquisition and installation of jet bridges at a total cost of $10,890,000

a FIS — Construction of the new FIS building estimated at $6,500,000

o Parking Lot- Construction of a commercial vehicle parking lot estimated at $628,300

a Other- Construction management and public relations services estimated at $3,419,900
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3. FINANCING PLAN

The financing plan is designed to maximize the use of available Federal grants and Airport reserves, and thus
minimize the amount of the project to be bond financed. In addition, the amount of the project to be bond
financed is designed to maximize use of the Airport’'s Passenger Facility Charges (PFCs). The source of funds
for 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 (GAR) and a portion of the Airport’'s PFCs. The eligibility of
the various components of the Terminal Improvement Project for these funding sources is discussed below.

AIP Grants — Bradley International Airport is eligible for and receives entitlement grants through the Airport
Improvement Program administered by the FAA. The Airport’s actual entitlement for the year 2000 was $1.9
million, which reflected entitlement grant reductions associated with the Airport’'s previous $3.00 PFC
program. The PFC program reduction was not in place for Federal Fiscal Year 2001 and the Airport
entitlement was $6.8 million. The future annual entitlement based on the funding formula established in the
Aviation Investment and Reform Act for the 2Century (AIR 21), assuming 3.2 million enplaneabpengers

and a $4.50 PFC program reduction, is $2.4 million. Annual entitlements may be rolled oeecanculated

for up to three years before being spent on approved projects. Based on past and anticipated funding levels,
the status of the Airport’s grant spending and project eligibility, $11.2 million in AIP entitlement grants are
being dedicated to the portion of the Terminal Improvement Project represeaptifigconstruction at the

new concourse. This includes $8.5 million in 2001 from current and prior year funds rolled over, and $2.7
million in current year 2002 funds. The remaining costs of the Apron projects will be bond financed, $13.2
million of which is PFC — eligible.

FHWA Grants — The components of the Terminal Improvement 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 $8.7 million for the roadway
projects. The remaining costs of the roadway projects will be bond financed, $3.4 million of which is PFC —
eligible.

Airport Funds — To date, the State Bond Commission has authorized the use of $24.8 million to fund various
elements of the Terminal Improvement Project including design and engineering costs, demolition of the
maintenance facility, utility relocation and foundation work, roadway construction and public relations. With
partial reimbursement of these advanced authorizations through project bond proceedsasiefireincing

from the General Airport Fund will be reduced to $7.1 million which will cover the cost of design and
construction of the FIS Building ($6.5 million) and the construction of the commercial vehicle lot ($0.6
million).

Financed Projects— The $171.4 million of the Terminal Improvement Project costs to be bond financed
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
$3.4 million and the portion of apron and roadway project costs remaining after allocation of grants as
discussed above ($20.2 million). A single 30 — year bond issue has been structured in support of the project’s
financing requirements, backed by a pledge of GAR and a portion of the Airport’s PFCs. In structuring the
financing plan, the Connecticut Department of Transportation has sought to maximize the use and leveraging
of PFCs at the $4.50 level based on applicable project eligibility criteria, and to support the ineligible
components of the project through its GAR. The financing plan provides annual debt sesedaipon a 30-

year GARB bond. For administrative and payment purposes, the bond will be treated as a 30-year PFC—
eligible bond component wrapped around a 20-year non-eligible GARB component. Further, the non-eligible
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component will be divided into a portion chargable to the airlines, and a portion chargable to 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 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 including the definition of allowable
costs and approved projects. Allowable costs means the reasonable and necessary costs of carrying out an
approved project including costs incurred prior to and subsequent to the approval to impose a PFC, and making
payments for debt service on bonds and other indebtedness incurred to carry out such projects. PFC revenues
and interest earned on PFC revenues may only be spent on the allowable costs of an approved project. To be
eligible, a project funded by a $3.00 PFC must be adequately justified and must preserve or enhance safety,
security or capacity, reduce noise or furnish opportunities for enhanced competition among air carriers.
Eligible projects specifically include construction of gates and related areas at which passengers enplane or
deplane and other areas related to the movement of passengers and baggage excluding restaurants, rental car
facilities, parking and other concessions. The Aviation Investment and Reform Act forti@eptury (Air

21) permits airports to impose PFCs of up to $4.50 provided the project will make a significant contribution to
improving air safety and security, increasing airline cotitipa, 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 eligible for PFC financing based on a charge of
$4.50 per passenger. Based on these consultations, the PFC Application submitted to the FAA for the
Terminal Improvement Project on October 30, 2000 includes PFC funding of the following components of the
project:

PFC — Eligible Project Costs

o Terminal Expansion and Renovation - $ 74,237,659
o Apron Construction - $ 13,244,062

0 Roadway Reconstruction and Expansion- $ 3,386,716
o Jet Bridges - $ 10,395,000

o Total PFC Project Costs - $101,263,437
a PFC Financing Cost* - $130,683,991
a Total PFC Application - $231,947,428

* Represents total 30 year PFC bond debt service of $231,947,428 on 8amtanfi$115,150,000, less construction fund deposits of
$101,263,437 as reflected in the October 30, 2000 PFC Application for the project. It should be noted that the debt service schedules
included with the PFC Application were updated on February 22, 2000. The updated calculation of net debt service associated with
PFC — eligible project costs (PFC gross debt less PFC interest earnings and reserve) is $230.7 million. The Airport’s authority to
impose and use PFCs for the Terminal Improvement Project will ultimately reflect the final debt service schedules.
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Airport Revenue — Supported Project: The components of the Terminal Improvement Project not eligible
for grants or PFCs are summarized below:

a Terminal Expansion and Renovation - $ 62,589,531
a Apron Construction - $ 2,337,823

0 Roadway Reconstruction and Expansion- $ 1,255,849
o Jet Bridges - $ 495,000

o Other - $ 3,419,900

o Total GARB Project Costs - $ 70,098,103

Table Ill.1 summarizes the source and use wids among the various components of the Terminal
Improvement Project.

Table I11.1
Bradley International Airport
Summary Source and Use of Funds

Airport Revenue Bond Financing
Project AIP Grants FHWA Grants Funds PFC - Eligible Non - Eligible Total
Terminal $ - $ $ $ 74,237,659 | $ 62,589,531 | $ 136,827,190
Apron $ 11,198,265 | $ - $ $ 13,244,062 | $ 2,337,823 | $ 26,780,150
Roadway $ $ 8,655,840 | $ $ 3,386,716 | $ 1,255,849 | $ 13,298,405
Jet Bridges | $ $ $ 10,395,000 | $ 495,000 | $ 10,890,000
FIS $ $ $ 6,500,000 | $ $ $ 6,500,000
Parking Lot | $ $ $ 628,300 | $ $ - $ 628,300
Other $ - $ - $ - $ - $ 3,419,900 | $ 3,419,900
Total $ 11,198,265 | $ 8,655,840 | $ 7,128,300 | $ 101,263,437 | $ 70,098,103 | $ 198,343,945
100% -
mAIP Grants

80% |
FHWA Grants

60% -

B Funds

E PFC - Eligible

Terminal Apron Roadway Jet FIS Parking Other
Bridges Lot

B Non - Eligible

As discussed above, the revenue bond financing structure provides annual debt service based on a 30-year
GARB which is administratively treated as a 30-year PFC eligible component wrapped around a 20-year non-
eligible component. Applicable PFC regulations and the Airport’s compensatory rate setting methodology
require that this structure be administered in three components including the PFC — eligible component,
Airport and airline related non- eligible components.

Feasibility Report of the Airport Financial Consultant Page lll - 8



The Louis Berger Group, Inc. Bradley International Airport Terminal Improvement Project

The collection and use of PFC revenues and interest on PFC revenues must be separately accounted for
pursuant to applicable PFC regulations. As indicated in Table 11l.2 below, the PFC — eligible component
includes total proceeds of $110.5 million that provide funding for all PFC eligible project costs, debt service
reserve requirements, cost of issuance, underwriter’s discount and insurance costs.

The portions of the project that are not eligible for PFC or grant funding pitiniraclude the non-public areas

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-
eligible component has been separated into airline and airport components. The airline portion includes
capitalized interest 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 itllTabkow,

the non-eligible component includes total proceeds of $70.0 million and funds all non-eligible project costs,
reserve requirements, cost of issuance, underwriter’s discount, insurance and capitalized intereisiioa the a
portion. The methodology used to establish the airline and Airport portions is discussed later in this Report.

Table II.2
Bradley International Airport
Terminal Improvement Project Bond Structure

PFC Non - Eligible Non - Eligible
Eligible (Airline) (Airport) 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 61,864,632 21,701,937 193,919,278
Proceed Uses
Construction Fund 101,263,436 50,715,977 19,382,126 171,361,539
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 1,298 4,682
Capitalized Interest - 4,677,156 4,677,156
Total 110,352,709 61,864,632 21,701,937 193,919,278

Table I11.3 summarizes thenaual debt service associated with the PFC — eligible and non-eligikilenof
the project.
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Table 111.3
Bradley International Airport
Summary Gross Debt Service (Excluding Airline Capitalized Interest)

Fiscal Non - PFEC Eligible Total

Year Airline Non - Airline Total PEC Eligible Debt Service
2001] $ - $ - $ - $ - $ -
2002] $ - $ 1,195,725 | $ 1,195,725 | $ 6,454,779 | $ 7,650,504
2003 $ - $ 1,719571 | $ 1,719,571 | $ 6,593,633 | $ 8,313,204
2004] $ 1,586,399 | $ 1,720,546 | $ 3,306,946 | $ 6,613,258 | $ 9,920,203
2005] $ 5,215,424 | $ 1,718,446 | $ 6,933,870 | $ 6,604,383 | $ 13,538,253
2006] $ 5,213,049 | $ 1,718,071 | $ 6,931,120 | $ 6,592,508 | $ 13,523,628
2007] $ 5,215,174 | $ 1,720,821 | $ 6,935,995 | $ 6,603,758 | $ 13,539,753
2008] $ 5,216,424 | $ 1,716,696 | $ 6,933,120 | $ 6,593,008 | $ 13,526,128
2009] $ 5,216,549 | $ 1,720,571 | $ 6,937,120 | $ 6,590,508 | $ 13,527,628
2010] $ 5,215,299 | $ 1,717,321 | $ 6,932,620 | $ 6,605,508 | $ 13,538,128
20111 $ 5,212,424 | $ 1,716,946 | $ 6,929,370 | $ 6,627,258 | $ 13,556,628
2012] $ 5,212,549 | $ 1,719,196 | $ 6,931,745 | $ 6,626,008 | $ 13,557,753
2013] $ 5,213,221 | $ 1,718,303 | $ 6,931,523 | $ 6,631,314 | $ 13,562,837
20141 $ 5,216,649 | $ 1,718,428 | $ 6,935,076 | $ 6,641,895 | $ 13,576,971
2015] $ 5,216,764 | $ 1,719,174 | $ 6,935,939 | $ 6,637,595 | $ 13,573,534
2016] $ 5,214,877 | $ 1,720,884 | $ 6,935,761 | $ 6,639,064 | $ 13,574,824
2017] $ 5,214,955 | $ 1,718,303 | $ 6,933,258 | $ 6,655,358 | $ 13,588,615
2018] $ 5,216,055 | $ 1,721,115 | $ 6,937,170 | $ 6,675,608 | $ 13,612,778
2019 $ 5,216,940 | $ 1,720,515 | $ 6,937,455 | $ 6,691,158 | $ 13,628,613
2020] $ 5,217,180 | $ 1,716,540 | $ 6,933,720 | $ 6,702,058 | $ 13,635,778
2021] $ 5,214,190 | $ 1,718,245 | $ 6,932,435 | $ 6,707,558 | $ 13,639,993
2022] $ 5,217,160 | $ 1,720,225 | $ 6,937,385 | $ 6,697,928 | $ 13,635,313
2023| $ - $ - $ - $ 11,279,186 | $ 11,279,186
20241 $ - $ - $ - $ 11,278,545 | $ 11,278,545
2025] $ - $ - $ - $ 11,281,785 | $ 11,281,785
2026] $ - $ - $ - $ 11,282,680 | $ 11,282,680
20271 $ - $ - $ - $ 11,280,140 | $ 11,280,140
2028] $ - $ - $ - $ 11,280,600 | $ 11,280,600
2029] $ - $ - $ - $ 11,282,300 | $ 11,282,300
2030| $ - $ - $ - $ 11,280,813 | $ 11,280,813
2031] $ - $ - $ - $ 11,279,625 | $ 11,279,625
2032| $ - $ - $ - $ 11,281,950 | $ 11,281,950
Total | $ 95,461,280 | $ 35,575,643 | $ 131,036,923 | $ 251,991,760 | $ 383,028,683
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IV. FINANCIAL ANALYSIS

1. FINANCIAL STRUCTURE

Bradley International Airport is owned by the State of Connecticut and operated by the State’s Department of
Transportation, Bureau of Aviation and Ports. The Airport is operated pursuant to the Enterprise Fund system
of governmental accounting. Enterprisarfés are used when it is the intent of feverning body to recover

the cost of facilities and services provided primarily through user charges. The State established the Bradley
Enterprise Fund on November 18, 1982. The Fund was established in order to fulfill certain requirements of
the State’s 1982 Indenture of Trust pursuant to which the State i$40&dmillion of Airport Revenue Bonds.

Prior to the issuance of the 1982 Airport Revenue Bonds and execution of the Air Carrier Operating
Agreements, the Airport’s books and records were included with other units of the Connecticut Department 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 Bradley 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 of 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
1982 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 partially advance refunded by the 2001B 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 prior issues are highlighted
below:

= Debt Service Fund- The debt service fund is held in Trust and used by the Trustee for the payment 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 to the Revenue Fund in the event
that it was insufficient to fund the Bond Service Account, the Redemption Account and for the payment of
Current Expenses. Monthly disbursements to this account from the Revenue Fund are $150,000 per
month for 24 months and $100,000 per month for the next 12 months until the balance e @R,

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 FY 1991 and the account was
subsequently closed.

= Current Expenses- Disbursement of funds from the Trustee to the State for payment of current expenses
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 current expense disbursement is calculated so as to
maintain a balance of such funds held by the State equivalent to the next two months current expenses in
accordance with the annual operating budget.
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= Operation and Maintenance Reserve Account This account, which was established as a separate
account in the Revenue Fund, is to be used for the payment of current expenses whenever the Revenue
Fund is insufficient for such purpose. Disbursements to this account are calculated so as to maintain a
balance in the reserve equivalent to 25 percent of the current annual operating budget.

= Airport Coverage Account — Established in the General Airport 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 of the coverage requirement, as is money held in the Interim Reserve
Account described above. Disbursements to this account from the Revenue Fund are calculated so as to
maintain a balance equivalent to 25 percent of (a) the sum required in such fiscal year to pay interest on the
Notes and Bonds, excluding capitalized interest, and (b) the amount required in such fiscal year to pay the
principal of the Bonds.

* Note Repayment Fund- This fund was established for the payment of principal and interest on notes
issued in anticipation of the bonds.

= Improvement Fund - The Improvement Fund is used for additions, expansions or improvements to the
Airport other than the Improvements originally funded by the 1982 Revenue Bonds. The moneys held to
the credit of the Improvement Fund are held in trust and disbursed by the Trustee at the direction of the
State Bond Commission.

= General Airport Fund - The balance of all gross operating revenues remaining after monthly
disbursements to the above funds and accounts have been made is disbursed to the General Airport Fund.
These funds are held on deposit until utilized in accordance with applicable provisions of the Indenture.
Transfers from the General Airport Fund may be made by the Trustee to the Redemption Account, Bond
Service Account, Improvement Fund, Note Repayment Fund or for any authorized Airport purposes.

Table IV.1 depicts the balance of debt service due on 1992 Refunding Bonds from Bond Year 2000 through
2012, and the current ratio of debt per enplaned passenger based on audited Bonds Payable less Current
Maturities as of June 30 1998, 1999 and 2000, and associated enplaned passengers. The 1992 Refunding
Bonds are the only outstanding bond issues secured with Airport revenue at this time. The 1989 Subordinated
Bonds were retired by the State with Airport revenues as of February 1, 2001. Table IV.2 presents the fund
structure and audited balances as of June 30, 1991 through 2000 maintaineardance with the provisions

of the 1982 indenture discussed above. The Airport presently enjoys very low debt per enplaned passenger
($21.35for FY 2000), and has experienced strong growth in its total fund 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 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 $ 26.27 | $ 21.35
Bond 1989 Subordinated* 1992 Refunding
Year | Principal Interest Total Principal Interest Total Total
2000 $ 140,000 | $ 288,350 | $ 428,350 [ $ 3,595,000 | $ 5,667,125 $ 9,262,125 | $ 9,690,475
2001l $ 150,000 | $ 275,575 | $ 425,575 |$ 3,860,000 | $ 5,402,893 [$ 9,262,893 | $ 9,688,468
2002 $ 4,150,000 [ $ 5,119,183 [$ 9,269,183 | $ 9,269,183
2003 $ 4,455,000 | $ 4,812,083 [$ 9,267,083 |$ 9,267,083
2004 $ 4,785,000 |$ 4,482,413 |$ 9,267,413 |$ 9,267,413
2005 $ 5,140,000 [ $ 4,128,323 [$ 9,268,323 | $ 9,268,323
2006 $ 5,530,000 [$ 3,735113 |$ 9,265,113 |$ 9,265,113
2007 $ 5,955,000 |$ 3,312,068 |$ 9,267,068 | $ 9,267,068
2008 $ 6,405,000 [ $ 2,856,510 [$ 9,261,510 [ $ 9,261,510
2009 $ 6,900,000 [ $ 2,366,528 [ $ 9,266,528 | $ 9,266,528
2010 $ 7,430,000 |$ 1,838,678 % 9,268,678 |$ 9,268,678
2011 $ 8,000,000 |$ 1,270,283 |$ 9,270,283 |$ 9,270,283
2012 $ 8,605,000 | $ 658,283 | $ 9,263,283 | $ 9,263,283
Total | $ 290,000 [$ 563,925|% 853,925|9$ 74,810,000 | $ 45,649,483 |$ 120,459,483 | $ 121,313,408
* Retired by the State on February 1, 2001
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Table IV.2
Bradley International Airport
Existing Bond Indenture Fund Structure and Account Balances

Indenture Funds Fiscal Year Ending June 30

& Accounts (m illions) 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
General Airport Fund $ 531|$ 269|% 1160|$ 518|$ 782|$ 592|$ 1207|$ 823|$ 13.98|$ 16.69
Improvement Fund $ 586|% 427|$ 453|$ 12.05|$ 1024 |$ 11.70|$ 11.50|$ 1957 | $ 1855 | 14.82
Reserve Account $ 1410 $ 1410|$ 927|$ 927|$ 927|$ 929($ 927|s 925|% 881|$ 851
O & M Reserve $ 456 |$ 476|$ 472|$ 474|$ 493|$ 496 (|$ 524|$ 525|% 536|% 576
Bond Service Account $ 443|$ 638|$ 432|$ 435|$ 447|$ 456|$ 466|$ 476|$ 485|% 4.98
Airport Coverage Account $ 284|% 284|$ 230|% 230|% 229|%$ 229|$ 229|$ 229|% 229|% 2.28
Sub. Reserve Account $ 043|$ 043|%$ 043|$ 043|$ 043|$ 043|$ 043|$ 043|$ 043|$ 043
Sub. Bond Service Account $ - $ - $ 018|$% 017|%$ 017|% 017|$ 016($ 016]|% 016|$ 0.15
Sub. Redemption Account $ - $ - $ 008|$ 008|$ 009|% 010|$ 011]|$ 012]|$ 0.13|$ 0.14
Sub. Other $ 105|%$ 377|% - $ - $ - $ - $ - $ - $ -
Total Funds & Accounts $ 3858 |$ 39.24|$ 37.43|$ 3857 |$ 39.71|$ 39.42|$ 4573 | $ 5006 | $ 5454 | $ 53.76
$60.00

OSub. Other

O Sub. Redemption Account
$50.00

O Sub. Bond Service Account
$40.00 O Sub. Reserve Account

B Airport Coverage Account
$30.00 A

B Bond Service Account
$20.00 1 MO & M Reserve

B Reserve Account
$10.00

B Improvement Fund
s B : : — — b —t2d | @ General Airport Fund

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

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 pursuant to this
Agreement is referred to as a Signatory Airline. There are presently seven Signatory Airlines at the Airport
including American, Continental, Delta, Northwest, TWA, United and US Airways. The Air Carrier Operating
Agreements are for a 30-year term expiring on June 30, 2011. The last principal payment on the 1992
Refunding Bonds is October 1, 2012, one year and three months after expiration of the signatory airline
agreement. If 50 percent of all Signatory Airlines account for more than 50 percent of aggregate revenue
aircraft arrival weights at the Airport during the preceding calendar year, these Signatory Airlines possess a
"Majority-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 appravelentaking of

capital improvements both of which are contingent upon varying degrees of Majority-In-Interest approvals.
These procedures and the rates and charges and resulting revenue streams applicable to the Blgrestory A
and other air carriers are discussed further below.

Rates and Charges Procedures

The Signatory Airlines pay rates and charges designed to recover costs, including debt service on bonds,
allocated to them pursuant to the Airport's cost accounting system. This is generally referred to as a
compensatory rate structure. The procedure required to establish rates and charges on this basis begins with
the submission of a proposed Airport Operating Budget to the Signatory Airlines by the Airport. The proposed
Airport Operating Budget is to be submitted 90 days prior to the beginning of each fiscal year. As the
Airport’s fiscal year begins 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 to
the Airlines and a proposed schedule of supporting rates and charges. The Siginhteyave 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 supporting documentation as requested. If unresolved questions remain as of
May 15, the Signatory Airlines may meet with the Connecticut Commissioner of Transportation to discuss any
disagreements. If this meeting does not resolve the disagreements by May 25, the State may either adjust its
proposed rates and charges to 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 outcassecibited

action or proceeding brought by the Signatory Airlines. The Agreement includes provisions that permit the
Airport Operating Budget to be exceeded, and such excesses to be included in the next year’s operating budget
for 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.

Operating 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 collecting revenues,
professional services, salaries and wages, routine maintenance and repairs, taxes and assessments, utilities,
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 specifically exclude bond
interest expenses greater than those dictated by actual bond issues, depreciation on facilities financed with
bonds and any charge representing a 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
escrow pending adjudication.
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Additionally, the signatory agreement allows for annual carry forward of budget versus actual airline expense
allocations. If the State fails through the imposition of airline rates and charges to recover the full amount of
the costs properly allocable to the Airlines, the State will carry forward the amount of the deficit as an
additional item of allocable cost in computing the rates and charges. Conversely, if actual expense allocations
are less than the budget, then the State credits the excess against the following year’'s budget allocation in
computing the airline rates and charges.

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 is to be capitalized and amortized over the useful life of
the items purchased or constructed. In accordance with the terms of Air Carrier Operating Agreement,
expenses are considered capital improvement costs depending on the cost center to which the expense is
charged, and the anticipated useful life, or extension thereof, of the item purchased. There are three final cost
centers used in the development of airline rates including the Airfield (Landing) Area, Apron Area and
Terminal Building. Airfield and Apron Area items are considered capital if the ulffr extension thereof

is five years or more, and Terminal Building items are considered capital if the useful life or extension thereof

is three years or more.

The capital improvements undertaken by the Airport are subject to a higher degree of Majority-in-Interest
approval than the operating expenses. The Airport may not consider capital improvement costs in determining
the annual schedule of rates and charges unless a Majority-in-Interest approves the cost within fifty days of
formally being notified of the proposed capital improvement. This notification may be via distribution of the
Capital Improvement Budget 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 for capital improvements that are:

= Part of the 1982 Approved Capital Improvement Program;

= Improvements required by law;

* To repair casualty damage in certain circumstances;

» For special facilities to be fully funded by the Lessee thereof;

= Capitalimprovements to the Airfield and Apron cost centers that do reeek$250,000 each subjectto a
$500,000 annual limit;

= Capital improvements to the Terminal cost center that do not exceed $75,000 each subject to an annual
limit of $150,000; and,

= Passenger terminal and HVAC facilities needed to accommodate additional air carriers if certain
requirements are met.

Signatory Airline Rates and Charges

The Signatory Airlines and other air carriers pay Terminal Building Rent, Landing Fees, Baggage Claim Area
Charges and Apron Area Rental based upon the costs properly allocable to the Terminal Building, Airfield
Area and Apron Area cost centers as included and approved in the Airport Operating Expense and Capital
Improvement budgets. The term properly allocable means that the cost was allocated pursuant to the Airport
Cost Accounting System required to be developed pursuant to the terms of the Operating Agreement and of the
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Indenture. The specific composition and calculation of the rates and charges applicable to the Signatory
Airlines is discussed in Chapter IV.4 of this Report. The airlines pay Terminal Building Rent, Landing Fees
and Apron Rent that accounted for 38.69% of total operating revenue from 1996 through 2000. The remaining
61.31% of 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 earnings, 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
for the seven years ended June 30, 2000. The FY 2001 budget adopted pursuantierd@ase procedures,

has also been provided by the Connecticut Department of Transportation and represents a conservative base
year for the financial projections also included in this Report.

Table IV.2.1 indicates strong| g oo _
growth in the Airport’s Ratios Per

operating  income.  The| %800 Enplaned Pax.
Connecticut DOT has been| g7.00 -
very successful in reducing
operating expenses and airling
costs on a per passenger bas| $5.00 -

—O=—Non Airline
$6.00 Revenue

. . —/— Operating
yvh|le .at the ~same time | o, o | . Expense
increasing non-airline revenues
_operating in_come and the'nel $3.00 —=— Operating
income available for capital | g2 0o Income

investment in the Airport.
Growth in airline revenues has
been relatively moderate and s- : : : : : :
reflective of the Airport's 94 95 96 97 98 99 00
ability to control costs. The rate
of growth in non-airline revenues has exceeded that of the airline revenues. All of these factors 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 Airport’s enplaned passengers. In FY 1994, total enplaned passengers were 2,361,572. In 2000, total
enplaned passengers were 3,476,803. As a consequence of these trends, the Airport egsetsas o the

airlines have actually declined by 10% on a per passenger basis from 1994 through 2000.

$1.00 —@— Airline Revenue

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

1994 1995 1996 1997 1998 1999 2000
Terminal Building $ 3778224 |$ 3,805192|$% 4,149,135|% 3,878266|$ 3,752,223 |$ 3,959,825 |$ 4,127,718
Baggage Claim $ 876,124 | $ 867,303 | $ 897,652 | $ 879,963 | $ 864,474 | $ 881,579 | $ 948,198
Apron Area $ 915,768 | $ 1,244,117|$ 1476658 |$ 1,588,346 |$ 1974486 |% 1,576,880 |$ 1,936,625
Landing Fees $ 5578556 |% 7,184,184|$% 6,159,240 |$ 6,439,810 |$ 7,963,794|% 6,424,882 |$ 7,895,650
Ramp Parking $ 218,187 | $ 205,859 | $ 259,112 | $ 264,266 | $ 31,728 | $ 271625 | $ 211,167
Total Airline $ 11,366,859 | $ 13,306,655 | $ 12,941,797 | $ 13,050,651 | $ 14,586,705 | $ 13,114,791 | $ 15,119,358
Auto Parking $ 5769506 |$ 6,262,805|% 6,897,191 |$ 7,408538|% 7,974,156 |$ 9,073,162 | $ 10,029,716
Rental Cars $ 4091848 |$ 3,665918|% 4,114640|$% 4,511,155|% 4,973,101 |9$ 5,663,030 |$ 6,790,804
Restaurants $ 1856590 |% 2,068459|9% 2,231,491 |$% 2,228651|% 2,265588|% 2,313,132 |$ 2,599,846
Other Concessions $ 1,745420|$ 1,953975|% 2,086609|$ 2,171674|$ 2,192,443 |$ 2,453,951 |$% 2,918,834
Land & Building $ 150,707 |$ 1,865003|$% 1,867,444|% 1907371 |$ 1,942985]|% 1,990,143 |$ 2,152,759
Fixed Base Ops $ 508,458 | $ 583,728 | $ 659,715 | $ 397,678 | $ 614,331 | $ 650,539 | $ 668,475
Other Operating $ 581,101 | $ 455,679 | $ 438,598 | $ 473542 | $ 512,326 | $ 505,403 | $ 484,220
Hotel Commission $ 400,000 | $ 265,654 | $ 400,000 | $ 400,000 | $ 400,538 | $ 406,017 | $ 453,772
Other Terminal Rent $ 164,525 | $ 171,693 | $ 181,980 | $ 181,783 | $ 183,804 | $ 188,270 | $ 89,407
Total Non Airline $ 16,619,155 | $ 17,292,914 | $ 18,877,668 | $ 19,680,392 | $ 21,059,272 | $ 23,243,647 | $ 26,187,833
Total Revenue $ 27,986,014 | $ 30,599,569 | $ 31,819,465 | $ 32,731,043 | $ 35,645977 | $ 36,358,438 | $ 41,307,191
Operating Expense $ 18,965,598 | $ 18,756,400 | $ 20,575,487 | $ 19,745,668 | $ 19,395,270 | $ 21,242,482 | $ 21,815,207
Operating Income $ 9,020,416 |$ 11,843,169 | $ 11,243,978 | $ 12,985,375 | $ 16,250,707 | $ 15,115,956 | $ 19,491,984
Enplaned Passengers 2,361,572 2,502,797 2,657,393 2,665,376 2,727,407 2,968,267 3,476,803
Ratios / Passenger
Airline Revenue $ 481 1| % 5321% 487 | % 4901 $ 535|$% 442 | $ 4.35
Non Airline Revenue $ 7.04|$ 691 % 710 | $ 7.38|$ 772 | $ 783 |$ 7.53
Operating Expense $ 8.03|% 749 | $ 774 | $ 7411 $ 7111 % 716 | $ 6.27
Operating Income $ 382|% 47319 4231 % 487 1% 59 | $ 509 |$ 5.61
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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 Differential, Other
Pay, Fringe Benefits, Indirect Cost Allocation, Other Personal Services, Contractual Services, Commodities,
Energy and Utilities, and Allocated Expenses. Audited total expenses for Fiscal Year 2000 were $21.8
million, up 34% from 1991 when expenses totaled $16.3 million. The major line items of expense included
the in Statement of Operations and Retained Earnings are summarized below.

Salaries and Wages- Consist of the base salary and wages of all staff assigned to the Airport. Atotal of 122
positions are presently funded and reflected in the FY 2000 and 2001 budgets.

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

Fringe Benefits— Consist of medical and retirement plan, life insurance and unemployment compensation
expenses.

Contractual Services— Consist of the State Police services provided to the Airport, Payments in Lieu 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 supplies including such items as office and
cleaning supplies, lumber, hardware, building electrical, plumbing and heating supplies, runway lighting
supplies, gasoline, diesel and other auto supplies, tires gz fertilizer, sand, paint and other commodities.

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 period 1991 through 2000 are
presented on Table V.3 below. Also presented are the total annual rates of increase or decrease actually
experienced in each line item for this period of time. As indicated on Table 1V.3, total expenses have
increased at the annual rate of 3.28%. Contractual Services increased at the greatest rate of 6.18% annually,
followed by Salaries & Wages, Indirect Cost Allocations and Commodities which all increased between 3.13%
and 3.29% annually. Other Payroll and Fringe Benefits increased moderately at the rate of 2.76% and 1.42%
respectively with the remaining categories of expense experiencing decline.

It should be noted that the 3.29% annual rate of increase in the actual salaries and wages line item reflects a
reduction in staffing levels from 1991 to date. In 1991, 148 positions were budgeted for $5,104,790. This is
equivalent to $34,494.82 per position. In 2000, 122 positions were budgeted for $6,270,593. This is
equivalentto $51,398.30 per position. Therefore, the annual rate eéiseindicated per position budgeted is
4.53%.

Feasibility Report of the Airport Financial Consultant Page IV -9



The Louis Berger Group, Inc. Bradley International Airport Terminal Improvement Project

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

Actual Annual Expenses ($000) Annual
Category 1991 [ 1992 [ 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | Rate
Salaries & Wages $ 4528|$ 4227|$ 4389|$ 4653|% 4705|% 4798 1$% 5218|$ 5256|$% 5809|% 6,058 3.29%
Overtime $ 826 | $ 529 | $ 769 | $ 825| % 652 | $ 1,008 | $ 589 | $ 674 | $ 758 | $ 631 -2.95%
Shift Differential $ 291 $ 30|% 271 % 26| % 26| % 26| % 27 $ 271 % 271 % 25 -1.35%
Other Pay $ 95 |$ 9|3 103 | $ 110 | $ 103 | $ 117 [ $ 115 $ 127 | $ 126 | $ 122 2.76%
Fringe Benefits $ 2513|$ 2102|$ 1831|$ 2347|% 2354 |% 2389 (% 2257 |% 2320|$ 2553|$ 2,854 1.42%
Indirect Cost Alloc. $ 226 | $ 212 | $ 220 | $ 233 $ 235 | $ 240 | $ 261 | $ 263 | $ 290 | $ 303 3.28%
Other Personnel Serv. $ 721 $ 34|$ 147 $ 80 |$ 9% 115 $ 126 | $ 1711 $ 152 1% 91 2.69%
Total Salary & Related $ 8290[$ 7233|$ 7484|$ 8273|% 8094 |$ 8694 % 8593|% 8838|% 9714|$ 10,084 2.20%
Contractual Services $ 5308|$% 7029|$ 7696|% 7892|% 8,018|$ 8804 % 8406|$ 7.872|% 9000(|% 9101 6.17%
Commaodities $ 565 | $ 4451 $ 580 | $ 654 | $ 740 | $ 815 | $ 623 | $ 652 | $ 633 | $ 746 3.13%
Energy and Utilities $ 2030|% 1884|3% 2118|$ 1977|% 1839 % 2070 [$ 2,055|% 1982|% 1849|$ 1,829 -1.15%
DOT Bradley Services $ 119 $ 8419 46| $ 170 | $ 65| % 192 $ 69 | $ 51| % 16| $ 54 -8.35%
Total Oper. Expenses $ 16312 |$ 16675|$ 17,924 |$ 18,966 | $ 18756 |$ 20575|$ 19,746 [$ 19,395|$ 21,242 | $ 21,815 3.28%
Bradley Operating Expenses H H H
$25,000 W Shift Differential
B DOT Bradley Services
$20,000 . B Other Personnel Serv.
= B B | M Indirect Cost Alloc.
$15,000 |7 B Other Pay
O Commodities
$10,000 - .
Overtime
Energy and Utilities
$5,000 - . .
B Fringe Benefits
X M Salaries & Wages
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 E Contractual SerViceS
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It should also be noted that the Airport’s operating expense line items experience significant variation in the
annual rate of change occurring from year to year. The table shown below includes the percentage change
experienced from year to year in each line item, sorted in ascending order of total annual change. The table
also depicts the relative weight of each line item (2000 line item amounts as a percentage 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 year to year are much more unpredictable in
the range of —76.41% to +511.68%, which is reflective of annual priorities. Accordingly, the projection of
operating and maintenance 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 Total

Category 1992 | 1993 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | Annual | Weight

DOT Bradley Services -29.10%| -45.78%|271.22%| -61.63%]195.39%| -64.26%] -25.97%| -8.79%| 16.85% -8.35% 0.25%
Overtime -35.92%| 45.20%| 7.35%| -20.99%| 54.62%] -41.58%]| 14.50%| 12.37%]| -16.71% -2.95% 2.89%
Shift Differential 4.45%| -11.79%| -1.92%| 0.34%]| -1.95%| 3.76%| 0.26%| 0.03%| -4.41% -1.35% 0.12%
Energy and Utilities -7.19%| 12.42%| -6.69%)| -6.96%| 12.56%| -0.72%| -3.53%| -6.71%]| -1.11% -1.15% 8.38%
Fringe Benefits -16.36%| -12.89%| 28.17%| 0.31%]| 1.49%]| -5.52%]| 2.77%]| 10.04%| 11.80% 1.42% 13.08%
Other Personnel 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 3.81% 4.12%| 6.48%]| -5.71%]| 13.60%| -2.18%| 10.39%| -0.42%| -3.59% 2.76% 0.56%
Commodities -21.33%]| 30.32%| 12.85%| 13.10%| 10.22%] -23.53%]| 4.65%]| -3.02%| 17.94% 3.13% 3.42%
Indirect Cost Allocation -6.51%| 3.74%| 5.94%| 1.10%| 1.97%| 8.76%| 0.72%| 10.52%| 4.29% 3.28% 1.39%
Salaries & Wages -6.66%| 3.83%| 6.02%| 1.11%| 1.98%| 8.75%| 0.72%| 10.52%| 4.29% 3.29%| 27.77%
Contractual Services 32.43%| 9.49%| 2.54%| 1.60%| 9.80%)| -4.52%| -6.35%| 14.33%| 1.13% 6.17%| 41.72%
Total Operating Expenses 2.22%| 7.49%| 5.81%| -1.10%| 9.70%| -4.03%| -1.77%| 9.52%| 2.70% 3.28%| 100.00%

B) Forecast Rates of Change

In order to establish assumed rates ¢*
increase to use in generating the long-terr
projection of Airport operating and 3.5000%
maintenance expenses, the Project Tea 3'0000% 10 Year Annual Rate
considered the rates of change experienc¢

05
at the Airport for the period 1991 through 2.5000%
. 2.0000% -
2000 as discussed above, and broad
; - 1.5000% -
consumer and producer price indice
o

Table IV.4
Consumer Price Increase

o : 1.0000% -
maintained by the United States Bureaug ' |
Labor Statistics (BLS). The BLS data|

: : : 0.0000% -
reviewed includes Local CPI data, Regiong 3 .
CPI data and National PPI data. \\@é‘ <<,°Q}(S\ &QQ? <8 {(}\Q}@ §\\®6

A P SN G NS

Local CPI- Local CPI data was extracted NS € @Q\OQ st
from the BLS Web Site for the ten years oc;& Q@Q < 0@
ending May 2000. The local area v qu‘

maintained consists of Boston, Brockton
and Nashua. Consumer prices were obtained for the All ltems index, and specifically for Energy and
Commodities (less food and beverages). The data is summarized in Table IV.4. As indicated, historical
growth of 2.89% was experienced in the All Items index, 2.64% for Energy and 2.05% for Commodities.
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Regional CPI Regional CPI data was also extracted from the BLS Web Site for the ten years ending May
2000. The region reviewed is the City average for the Northeast urban area. Consumer prices were obtained
for the All Items index, and specifically for Energy and Commaodities (less food and beverages). The data is
summarized on Table IV.4. Asindicated, historical growth of 2.83% was experienced in the All ltems index,
2.36% for Energy and 1.95% for Commodities.

National PP} The Producer Price Index is Table IV.5

compiled only at the national level. PPI dat; Producer Price Increases
. 4.0000%

was extracted from the BLS Web Site fol ;. ..

the ten years ending February 2000 ;,ygqo, | 10 YearAnnual Rate

Producer prices were obtained for the Al 5 5000%

Commodities Index and for Fuels and 2g0000%

Power, Lumber and Wood, and 1.5000%
Transportation Equipment. The data i{ 1.0000% -
summarized on Table IV.5. As indicated| 0.5000% -

0.0000% -

historical growth of 1.27% was experience

in the All Commodities Index, 1.91% for € & $ooé é\e&
Fuels and Power, 3.56% for Lumber an & %@Q & K
Wood and 1.78% for Transportation < & & &

. ?\\ <& ({\0 (ZS
Equipment. P <

The total annual rate of increase experienced by the Airport for the period 1991 through 2000 was 3.28%.

C) Base Year Budget Data

The. prOJeCtlon of Operatmg ani” Summary Budget Allocations

maintenance expenses uses the FY Year Landing Terminal Apron Other Total
2001 Budget as the base year. It al$0Fy 2000 [s 9495232 [s 6718173 s 1714167 [$ 4,962,023 | 3 22,889,505
|nc|udes an expanded set Of ||ne Percent 41.48% 29.35% 7.49% 21.68% 100.00%
. . FY2001 |s 9609665|8 75204208 1,711,909 |s 5,767,421 | s 24,609,415
items from those used in the¢—pgcon 39.05%| __ 30.55% 6.96%| _ 23.44%| _ 100.00%

Airport's Statements of Operation
& Retained Earnings. Contractual *
Services are broken down intg
primary components including State
Police expenses, Payments In Lie
of Taxes (PILOT), Other Contracts,
Contract Class 261 (janitorial and
cleaning, elevator and conveyor an(
other system maintenance etc.) an MLanding ETerminal MLanding ETerminal
Contract Class 264 (rubber removal 8 Apron M Other B Apron M Other
crack sealant, weed control and tree

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

FY 2001

Table IV.6 on the following page presents the Airport Budget for FY 2001 using the format described above.
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The annual increase in total expenses from 2000 actual to the FY 2001 allocated expense budget was 12.8%.
Therefore, the FY 2001 Budget is considered generally as a strong base year from which to project because it
reflects a funding increase much greater than actually experienced historically. The allocation of FY 2001
budgeted operating and maintenance expenses was 39.05% to the Landing Area, 30.55% to the Terminal Area
and 6.96% 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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Table IV.6
Bradley International Airport
Summary of Operating Expense Allocations

FY 2001 Operating Expenses Total Landing Terminal Apron Other
Salary $ 6,620,694 [ $ 3,082,978 [ $ 1,750,692 [ $ 563,032 [ $ 1,223,992
Overtime $ 722,302 |$ 457,035 |$ 119,241 | $ 74,944 | $ 71,082
Indirect Cost Allocation $ 331,035 |$ 151,772 | $ 90,286 | $ 28,895 | $ 60,082
Other Payroll $ 330,847 |$ 178,613 | $ 71,993 | $ 31,397 | $ 48,845
Fringe Benefits $ 3,173,445 | $ 1,497,620 | $ 839,341 |$ 288,259 |$ 548,225
PILOT Payments $ 1985741 |$ 582056 |$ 585182 |$ 124297 |$ 694,205
State Police $ 4,250,000 | $ 2,231,250 | $ 371,875|$% 265,625 % 1,381,250
Contract Class 261 $ 1,755,646 | $ 53,946 | $ 1,569,343 | $ 123,762 | $ 8,595
Contract Class 264 $ 115,520 | $ 94,027 | $ 912 | $ 122 1 $ 20,459
Other Contracts $ 2,608310|$% 638,125|$ 672,846 |$ 122,150 | $ 1,175,190
Commodities $ 675146 | $ 324035|$ 224912 | $ 53,621 | $ 72,578
Energy / Utilities $ 1,956,450 [ $ 287,502 [ $ 1,203,289 | $ 29,571 | $ 436,088
Equipment $ 14,950 | $ 10,291 | $ 1,285 | $ 1570 | $ 1,804
DOT Bradley Services $ 69,328 | $ 20,415 | $ 19,223 | $ 4664 | $ 25,026
Total Allocated Budget Costs* $ 24,609,415 | $ 9,609,665 | $ 7,520,420 | $ 1,711,909 | $ 5,767,421
* Excludes prior year adjustments of ($119,271) used for airline rate development purposes
and shown on Table IV.7.
FY 2001 Operating Expense Budget
$7,000,000
$6,000,000 -
$5,000,000
$4,000,000 A
$3,000,000 -
$2,000,000 -
$1,000,000
¥ ) > Q %) %) 9 1] ~ o) a c = n : 1
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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, Terminal, 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 regional CPI
and PPl data, the Project Team has concluded that the projection should be based on various rates of increase
including 2.00% annually for Commdies, Equipment, and DOT Bradley Services, 3.50% annually for Salary

and Related Expenses and the State Police, and 3.70% for Contractual Services, Energy and Utilities. These
conclusions are discussed further below:

Salary and Related Expenses This category represents the largest portion of the Airport’s operating and
maintenance expenses 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 refleetssasiin 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 noted, the increase in Salaries and Wages, computed on dipeihasss, was 4.53%

annually. It is unlikely that the trends reflected in Overtime, Shift Differential and Fringe Benefits can be
sustained. Therefore, all of the line items included in Salary and Related Expenses have been projected to
increase at the rate of 3.50% annually from the FY 2001 Budget.

Contractual Services - This

category represents the second Actual Actual Budget 00-01

largest portion of Airport 30-Jun-99 30-Jun-00 30-Jun-01 | Variance
operating and maintenanciP!LOT Payments  ['$ 1,897,165 [ $ 1,952,860 [ $ 1,085,741 1.7%
expenses at 42% of actual 200jgate Police $ 3,788,000 | $ 3,914,000 | $ 4,250,000 8.6%
expenses. In total, Contractuagontract Class 261 [ 1,452,658 [ $ 1,541,422 [$ 1755646 13.9%
Services increased at the annu&ontract Class 264 [$ 35304 [$ 15646 [$ 115520 | 638.3%
ate of 4.77% from 1991|Other Contracts $ 1,826,381 [ $ 1,677,515 [ $ 2,608,310 | 55.5%
through 2000 including PILOT Total Contractual $ 8,999,508 | $ 9,101,443 | $ 10,715,217 17.7%

Payments, 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 18% 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 term budget increases shown above with the broader, long-term CPI trends. The projected annual rate of
increase of 3.7%, if applied to 2000 actual expenses for a period of 15 years through 2015, is equivalent to a
2.9% annual CPI adjustment applied to the FY 2001 Budget and projected to the same point in time (FY
2015). The 3.7% annual rate of increase has been applied to all Contractual Service line items with the
exception of the State Police, which is adjusted in accordance with the ConnDOT Salary and Related Expenses
discussed above.

Energy/Utilities - This category represents the distant third - largest portion of the Airport’s operating and
maintenance expenses at 8% of actual 2000 expenses. Energy and Utility expeaassdhatthe annual rate

of 3.38% from 1991 through 2000. During this period, local and regional energy priceasecrat the annual

rate of approximately 2.6% and 2.4%, and fuel and power included in 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 than to the price indices and is projecting Energy and Utility expenses to
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increase at the annual rate of 3.7% from the 2001 budget.

Commodities- This category represents the fourth- largest portion of the Airport’s operating and maintenance
expenses at 3% of actual 2000 expenses. Commaodities increased at the annual rate of 3.13% from 1991
through 2000, including an 18% increase experienced in FY 2000. Local and regional dtissimacteased

at the rate of approximately 2% annually. Commaodities arectgeto 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 annual rate of 2.0% from
the 2001 budget based on transportation equipment price data included with the Producer Price Index.

DOT Bradley Services Increased 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 year 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 is greater than the
actual rate of increase experienced from 1991 through 2000 of 3.28%.
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Table IV.7

Bradley International Airport
Allocated Operating Expenses

FY 2001
OPERATING EXPENSES Rate Budget 30-Jun-05 30-Jun-10 30-Jun-15 30-Jun-20 30-Jun-30

LANDING AREA A o A A o o N o ] f?’/’/’/’/’/’/’/?
Salary 3.50%| $ 3,082,978|$ 3537,788|% 4,201,783|% 4,990,400|$ 5,927,029 8,360,660
Overtime 3.50%| $ 457,035 | $ 524,459 | $ 622,892 | $ 739,801 | $ 878,651 $ 1,239,424
Indirect Cost Allocation 3.50%| $ 151,772 | $ 174,162 | $ 206,850 | $ 245,673 $ 291,782 | $ 411,588
Other Payroll 3.50%| $ 178,613 | $ 204,962 | $ 2434311 $ 289,119 $ 343,383 | $ 484,375
Fringe Benefits 3.50%| $ 1,497,620|$ 1,718553|% 2,041,102|$ 2,424,189|% 2,879,176|$ 4,061,362
PILOT Payments 3.70%| $ 582,056 | $ 673,101 | $ 807,187 | $ 967,9831$% 1,160,811|$ 1,669,356
State Police 3.50%| $ 2,231,250|$ 2,560,411|% 3,040965(% 3,611,712|$ 4,289,581|% 6,050,878
Contract Class 261 3.70%| $ 53,946 | $ 62,384 | $ 74,811 $ 89,714 | $ 107,586 | $ 154,719
Contract Class 264 3.70%| $ 94,027 | $ 108,735| $ 130,395 | $ 156,371 | $ 187,521 1 $ 269,673
Other Contracts 3.70%| $ 638,125 | $ 737,940 | $ 884,942 $ 1,061227|$ 1,272,630]$% 1,830,163
Commodities 2.00%| $ 324,035 | $ 350,746 | $ 387,252 | $ 427557 | $ 472,058 | $ 575,436
Energy / Utilities 3.70%| $ 287,502 | $ 332,473 $ 398,703 | $ 478,127 | $ 573,373 $ 824,565
Equipment 2.00%| $ 10,291 | $ 11,139 | $ 12,298 | $ 13,578 $ 14,991 | $ 18,274
DOT Bradley Services 2.00%| $ 20,415| $ 22,097 | $ 24,397 | $ 26,937 | $ 29,740 | $ 36,253
Marketing Adjustment 3.70% - - $ - $ - $ - $ -
Prior Year Adjustment 13,025 - $ - $ - $ - $ -
Total Landing Area [~ A $ 9,622,690 $ 11,018,949|$ 13,077,008 | $ 15522,388| $ 18,428,313| $ 25,986,727

PASSENGER TERMINAL

Salary 3.50%| $ 1,750,692|$ 2,008959|% 2,386,013|$% 2,833,835|% 3,365,708|$ 4,747,663
Overtime 3.50%| $ 119,241 | $ 136,832 | $ 162,513 | $ 193,015| $ 229,241 1 $ 323,367
Indirect Cost Allocation 3.50%| $ 90,286 | $ 103,605 | $ 123,051 | $ 146,146 | $ 173575| $ 244,845
Other Payroll 3.50%| $ 71,993 | $ 82,613 | $ 98,119 | $ 116,534 | $ 138,406 | $ 195,236
Fringe Benefits 3.50%| $ 839,341 | $ 963,163 $ 1,143935|$% 1,358,636|% 1,613,634|$% 2,276,190
PILOT Payments 3.70%| $ 585,182 | $ 676,715 $ 811,521 | $ 973,181 $ 1,167,044 $ 1,678,320
State Police 3.50%| $ 371875 $ 426,735 | $ 506,827 | $ 601,952 | $ 7149301 $ 1,008,480
Contract Class 261 3.70%| $ 1,569,343|$ 1814,817|%$ 2,176,339|$% 2,609,879|% 3,129,783|$ 4,500,925
Contract Class 264 3.70%| $ 912 | $ 1,055 $ 1,265 $ 15171 $ 1819 $ 2,616
Other Contracts 3.70%| $ 672,846 | $ 778,091 | $ 933,091|$ 1,118969|$ 1,341,874|$% 1,929,742
Commaodities 2.00%| $ 224912 | $ 243452 | $ 268,791 | $ 296,767 | $ 327,655| $ 399,409
Energy / Utilities 3.70%| $ 1,203289|$ 1,391506|% 1,668,702|$% 2,001,118|% 2,399,752|$ 3,451,072
Equipment 2.00%| $ 1,285 $ 1,391 $ 1536 | $ 1,696 | $ 1873 $ 2,283
DOT Bradley Services 2.00%| $ 19,223 | $ 20,808 | $ 22,973 | $ 25,365 | $ 28,005 | $ 34,137
Marketing Adjustment 3.70% $ -
Prior Year Adjustment (200,260) - $ - $ - $ - $ -
Special Terminal Adjustment | 3.70% ’?7///////} $ - $ - $ - $ - $ -
Total Passenger Terminal :z:,.-'"}.-'"}.-'; 7,320,160 $ 8,649,743 $ 10,304,678 $ 12,278,609| $ 14,633,298| $ 20,794,284

APRON AREA
Salary 3.50%| $ 563,032 | $ 646,092 | $ 767,355 | $ 911,377]1$% 1,082,430|$ 1,526,874
Overtime 3.50%| $ 74,944 | $ 86,000 | $ 102,141 | $ 121,311 ] $ 144,080 | $ 203,239
Indirect Cost Allocation 3.50%| $ 28,895 | $ 33,157 | $ 39,381 $ 46,772 | $ 55,550 | $ 78,359
Other Payroll 3.50%| $ 31,397 | $ 36,028 | $ 42,790 | $ 50,822 | $ 60,360 | $ 85,144
Fringe Benefits 3.50%| $ 288,259 | $ 330,784 | $ 392,868 | $ 466,604 | $ 554,179 $ 781,724
PILOT Payments 3.70%| $ 124,297 | $ 143,740 | $ 172,374 | $ 206,712 $ 247,890 | $ 356,489
State Police 3.50%| $ 265,625 | $ 304,811 % 362,020 | $ 429,966 | $ 510,664 | $ 720,343
Contract Class 261 3.70%| $ 123,762 | $ 143,120 | $ 171,631 | $ 205,821 | $ 246,822 $ 354,953
Contract Class 264 3.70%| $ 1221 $ 1411 % 169 | $ 2031 $ 2431 % 350
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Table IV.7 Continued

Bradley International Airport
Allocated Operating Expenses

FY 2001
OPERATING EXPENSES Rate Budget 30-Jun-05 30-Jun-10 30-Jun-15 30-Jun-20 30-Jun-30
Other Contracts 3.70%| $ 122,150 | $ 141,257 | $ 169,396 | $ 203,140 | $ 243,607 | $ 350,330
Commodities 2.00%| $ 53,621 | $ 58,041 | $ 64,082 | $ 70,752 | $ 78,116 | $ 95,222
Energy / Utilities 3.70%| $ 29,571 | $ 34,196 | $ 41,008 | $ 49,177 | $ 58,973 | $ 84,809
Equipment 2.00%| $ 1570 | $ 1,699 | $ 1876 | $ 2,072 | % 2,287 % 2,788
DOT Bradley Services 2.00%| $ 4664 | % 5049 | $ 5574 | % 6,154 | $ 6,795 | $ 8,283
Marketing Adjustment 3.70%| $ >
Prior Year Adjustment $ 67,964 - $ - $ - $ - $ -
Total Apron Area [~ A S 1,779873|$ 20026498 2,373,023|$ 2,813,066($ 3,299,483|$ 4,696,571
ALL OTHER AREAS
Salary 3.50%| $ 1,223992|$ 1,404559|% 1,668,176(% 1,981,269|% 2,353,126|% 3,319,317
Overtime 3.50%| $ 71,082 | $ 81,568 | $ 96,877 | $ 115,060 | $ 136,655 | $ 192,765
Indirect Cost Allocation 3.50%| $ 60,082 | $ 68,945 | $ 81,885 | $ 97,254 | $ 115,507 | $ 162,935
Other Payroll 3.50%| $ 48,8451 $ 56,051 | $ 66,571 | $ 79,065 | $ 93,905 | $ 132,462
Fringe Benefits 3.50%| $ 548,225 | $ 629,101 | $ 7471741 $ 887,409|$ 1,053,963|$ 1,486,719
PILOT Payments 3.70%| $ 694,205 | $ 802,792 | $ 962,713|$ 1,154491|$ 1,384,472|% 1,991,002
State Police 3.50% $ 1,381,250|$ 1,585016|% 1,882502(% 2,235822|% 2,655455|% 3,745,781
Contract Class 261 3.70%| $ 8,595 | $ 9,940 | $ 11,920 | $ 14,294 | $ 17,142 | $ 24,652
Contract Class 264 3.70%| $ 20,459 | $ 23,659 | $ 28,372 | $ 34,024 | $ 40,802 | $ 58,677
Other Contracts 3.70%| $ 1,175190|$ 1,359,011|$ 1,629,734($ 1,954,387|$ 2,343,712|$ 3,370,481
Commodities 2.00%| $ 72,578 | $ 78,561 | $ 86,738 | $ 95,766 | $ 105,733 | $ 128,888
Energy / Utilities 3.70%| $ 436,088 | $ 504,300 | $ 604,760 | $ 725,232 | $ 869,702 | $ 1,250,715
Equipment 2.00%| $ 1,804 | $ 1,953 | $ 2,156 | $ 2,380 | $ 2,628 | $ 3,204
DOT Bradley Services 2.00%| $ 25,026 | $ 27,089 | $ 29,908 | $ 33,021 | $ 36,458 | $ 44,442
Marketing Adjustment 3.70%| $ -
Prior Year Adjustment $ - - $ - $ - $ - $ -
Total Other Area [ $ 5767,421|% 6,632545|% 7,899,486 | % 9,409,473|$ 11,209,261 $ 15,912,039
TOTAL EXPENSES

Salary /:..-"H{z $ 6,620,694 7597,399|% 9,023,326|$ 10,716,881| $ 12,728,293| $ 17,954,514
Overtime ",.-"':.-""'/ $ 722,302 | $ 828,858 | $ 984,424 |$ 1,169,186|$ 1,388,627|$ 1,958,795
Indirect Cost Allocation ""..-"':..-""‘, $ 331,035| $ 379,870 | $ 451,167 | $ 535,845 | $ 636,415 | $ 897,726
Other Payroll "y//‘/j $ 330,847 | $ 379,655 | $ 450,911 | $ 535,540 | $ 636,054 | $ 897,217
Fringe Benefits »-‘V//f/ $ 3173,445|% 3641601|% 4,325080|% 5136,838|% 6,100,952|$% 8,605,996
PILOT Payments ;-"'7/,{.# $ 1,985741|% 2,296,348|$ 2,753,794 |$ 3,302,366|$ 3,960,217|$ 5,695,168
State Police "/// $ 4,250,000|$ 4,876,973|$% 5792,314|% 6,879,452|$ 8,170,631|$ 11,525,481
Contract Class 261 "’//4 $ 1,755,646 % 2,030,262|$ 2,434,702|$ 2,919,709|$ 3,501,332|$ 5,035,248
Contract Class 264 V/Aﬂ $ 115,520 | $ 133,590 | $ 160,201 | $ 192,114 | $ 230,385 | $ 331,315
Other Contracts »-‘V//{.-‘ $ 2,608310|$% 3,016,298|% 3,617,163|% 4,337,723|$ 5,201,824|$ 7,480,716
Commodities ;-"'7/,{.# $ 675,146 | $ 730,800 | $ 806,862 | $ 890,841 | $ 983,561 | $ 1,198,955
Energy / Utilities "/// $ 1,956,450 $ 2,262,475|% 2,713,173|$ 3,253,654|$% 3,901,801|$ 5,611,160
Equipment 7 S 14,950 | $ 16,182 | $ 17,867 | $ 19,726 | $ 21,779 $ 26,549
DOT Bradley Services s B 69,328 | $ 75,043 | $ 82,853 | $ 91,477|$ 100,998 | $ 123,116
Marketing Adjustment B - s - |3 - |3 - |3 - |3 -
Prior Year Adjustment A4S  (119,271) $ - |s - |s - |s - Is -
Special Terminal Adjustment  Fr77-1 $ - $ - $ - $ - $ - $ -

GRAND TOTAL ""/"'/"'4$ 24,490,144 $ 28,265,353 | $ 33,613,836 | $ 39,981,352 $ 47,562,868| $ 67,341,957
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E) Terminal Improvement Project Expenses

The operating, maintenance and amortization expenses charged to the Terminal Building Cost Center are
projected from the FY 2001 Budget as the base year. The total budget, less the prior year adjustment, is
$7,748,630. This amount must be reduced to reflect savings associated with decommissitioinggfdhe

Murphy Terminal consistent with the Terminal Improvement Project. It must also be increased to reflect the
additional expenses that will be associated with the new terminal and concourse.

The savings associated with decommissioning the Murphy Terminal have been estimated at approximately
$411,144 in FY 2003. This amount was determined based on d@8@lariable charges to Building 85-575

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 to 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 50% of the expenses allocated to the decommissioned portion. The anticipated savings based on
1999 actual data were escalated at 2% annually through FY 2003 and are shown on Table IV.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 actual charges were divided by the actual gross space of the Building to determine a rate per square foot
of $7.05. This rate was escalated to $9.18 for FY 2003 based on inflation and additional analysis of 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 applied 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 terminal
expenses of $728,479. The increase in terminal expenses in FY 2004 is 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 square
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, is $2,017,117 for FY 2004.
These calculations are also shownlable V.8 The netincrease in terminal expenses is escalated at the rate

of 3.7% annually for the remainder of the forecast period.
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Table IV.8
Bradley International Airport
Terminal Improvement Project Expenses

Building 85 - 575 Square Feet
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 $ 343,866.28 | $ 198,567.79 | $ 99,284
254 - Natural Gas $ 129,594.63 | $ 74,835.25 | $ 37,418
255 - Water $ 41,349.32 | $ 23,877.43 | $ 11,939
261 - Contracted Building Work $ 736,477.27 | $ 425,283.52 | $ 212,642
309 - Building Parts $ 40,278.83 | $ 23,259.27 | $ 11,630
318 - Plumbing & Heating Supplies $ 23,978.09 | $ 13,846.30 | $ 6,923
Total Estimated Savings (FY 99) $ 1,315,544.42 | $ 759,669.55 | $ 379,835
Calculation of Special Terminal Adjustment

Total Operating Expenses Charged To Building 85-575 $ 1,824,533
Total Building 85-575 Square Feet $ 258,752
Operating Expenses Per Square Foot (FY 99) $ 7.05
Operating 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 200 3 $ 728,479

Square Feet of Entire New Terminal and Concourse 260,208
Additional Operating Expenses of Entire Terminal and Concourse $ 2,388,709
Deduct Savings From Decommissioned Terminal (FY 03 @ 2% / year) $ 411,144
Net Additional Operating Expenses of Entire Terminal and Concourse $ 1,977,565
Special Terminal Adjustment for FY 2004 @ 2% Inflatio _ n $ 2017117
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3. ADDITIONAL CAPITAL COSTS

The Connecticut Department of Transportation also maintains a continuous capital improvement program for
Bradley International Airport. The Airport's Terminal Improvement Project, being funded with the 2001
General Airport Revenue Bonds, is one of the major components of the program. Additional components of
the program requiring funding in the next 10 years (through 2011) include major runway reconstruction,
taxiway, 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 Department of Transportation
for 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, equipment acquisition, reconstructing a
portion of Taxiway S, instrument landing system equipment and the glycol collection facility.

As indicated on Table IV.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
and Federal funds. The source of the State funds is Bradley International Airport’s operating revenues ($19.3
million for the identified program through 2011). This is referred to as General Fund Capital in the Airport’s
projected financial 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
Discretionary 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 $23 million in Federal funding of the additional capital program through 2011 is
Airport Improvement Program (AIP) grants administered by the U.S. DOT. The Airport is eligible, and
receives, annual passenger and cargo entitleraadsf Discretionary grant funding is also available under the
AIP on the basis of regional priorities and specific project eligibilitietia, 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 to 2001

Year Entitlement 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 $1,645,800 $0 $1,645,800
1998 $1,729,489 $0 $1,729,489
1999 $1,801,913 $0 $1,801,913
2000 $1,896,563 $0 $1,896,563
2001* $6,783,832 $0 $6,783,832

* Pursuant to PFC regulations, Entitlement funding was reduced when PFCs were imposed from 1994 through 2000.
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Table IV.9
Bradley International Airport
Additional Capital Program - Identified Projects

Project Description Total State Federal PFCs
Total 2000 $ 10,828,913 | $ 1,280,500 | $ 130,500 | $ 9,417,913
Vegetation Management Program* $ 200,000 | $ - $ 150,000 | $ -
A/P Water System $ 117,000 | $ 117,000 | $ - $ -
Terminal Improvements $ 258,000 | $ 258,000 | $ - $ -
Equipment $ 133,943 | $ 133,943 | $ - $ -
Glycol Recovery/Processing Equipment $ 4,413,000 | $ 4,413,000 | $ - $ -
W etlands Mitigation $ 400,000 | $ 400,000 | $ - $ -
Total 2001 $ 5,521,943 |$ 5,321,943 | $ 150,000 | $ -
Vegetation Management Program* $ 300,000 | $ - $ 225,000 | $ -
A/P Water System $ 90,000 | $ 90,000 | $ - $ -
Oshkosh T-3000 (repl State 14) $ 450,000 | $ 112,500 | $ 337,500 | $ -
Other $ 1,000,000 | $ 1,000,000 $ -
Airport Master Plan Update Phase 2 $ 326,000 | $ 81,500 | $ 244,500 | $ -
Total 2002 $ 2,166,000 | $ 1,284,000 | $ 807,000 | $ -
AC Flight Tracks & Envr Mgt Sys (Noise Equipment) $ 500,000 | $ 125,000 | $ 375,000 | $ -
Vegetation Management Program* $ 300,000 | $ - $ 225,000 | $ -
A/P Water System $ 140,000 | $ 140,000 | $ - $ -
Other $ 1,000,000 | $ 1,000,000 | $ - $ -
Total 2003 $ 1,940,000 | $ 1,265,000 | $ 600,000 | $ -
R/W 1-19 Threshold Relocation $ 800,000 | $ 200,000 | $ 600,000 | $ -
A/P Water System $ 100,000 | $ 100,000 | $ - $ -
Glycol Recovery - IAB $ 2,100,000 | $ 525,000 | $ 1,575,000 | $ -
Total 2004 $ 3,000,000 | $ 825,000 [ $ 2,175,000 | $ -
R/W 6-24 Design $ 2,000,000 | $ 800,000 | $ - $ 1,200,000
Constr Overrun Areas to R/W 6 & 24 and
Parallel Access Road $ 2,266,667 | $ 566,667 | $ 1,700,000 | $ -
Security/Airside Improvements $ 180,000 | $ 45,000 | $ 135,000
Total 2005 $ 4,446,667 | $ 1,411,667 [ $ 1,835,000 | $ 1,200,000
T/W to Cargo Center $ 3,000,000 | $ 750,000 | $ 2,250,000 | $ -
Other $ 1,000,000 | $ 1,000,000 | $ - $ -
Total 2006 $ 4,000,000 [ $ 1,750,000 [ $ 2,250,000 | $ -
Rehabilitate TWs L & T $ 1,333,333 | $ 333,333 ($ 1,000,000 | $ -
Design R/W 15-33 $ 2,000,000 | $ 800,000 | $ - $ 1,200,000
Other $ 1,000,000 | $ 1,000,000 | $ - $ -
Total 2007 $ 4,333,333 |$ 2,133,333 ($ 1,000,000 | $ 1,200,000
Reconstruct R/W 6-24 $ 18,000,000 | $ - $ 6,639,206 | % 11,360,794
Other $ 1,000,000 | $ 1,000,000 | $ - $ -
Total 2008 $ 19,000,000 | $ 1,000,000 | $ 6,639,206 | $ 11,360,794
Total 2009 (Other Projects) $ 1,000,000 | $ 1,000,000 | $ - $ -
Total 2010 (Other Projects) $ 1,000,000 | $ 1,000,000 | $ - $ -
Reconstruct R/W 15-33 $ 18,000,000 | $ - $ 7,230,000 | $ 10,770,000
Other $ 1,000,000 | $ 1,000,000 $ -
Total 2011 $ 19,000,000 | $ 1,000,000 | $ 7,230,000 | $ 10,770,000
Total Program FY 2000 - 2011 $ 76,236,856 | $ 19,271,443 | $ 22,816,706 | $ 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
21% Century (Air 21) includes the current funding formula. AIP entitlement grants are issued at the beginning
of each Federal fiscal year based on the Airport’s prior calendar year enplaned passengers. The annual
entitlement is based on a sliding 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 [€alendar Year Enplanements 3,200,000 | Entitlement $
$15.60, for the next 400,000 passengers, iffSe for 1st 50,000 $ 23.40 | $ 1,170.000.00
$7.80, for the next 500,000 passengers, il e for Next 50,000 $ 15.60|$ 780,000.00
$1.95 and for each passenger aboN&te for Next 400,000 $  7.80 | $ 3,120,000.00
1,000,000, it is $1.50. The formula basg@ate for Next 500,000 $ 195[$ 975000.00
entitlements are then reduced by 50% ff¥ate Above 1,000,000 $ 150 | $ 3,300,000.00
airports that charge up to a $3.00 PFC, aphd Formula Based Entitlements $ 9,345,000.00
by 75% for Airport's such as Bradley thaf 75% PFC Reduction $ 7,008,750.00
will charge a $4.50 PFC. A sampl¢ Net Fiscal Year Entitlement $ 2,336,250.00

calculation of entitlements based on the

current formula is shown at right based on total enplaned passengers of 3.2 million and impaosition of a $4.50
PFC. Asindicated, total annual @&@ments are approximately $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 at 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 to finance projects that areriteguritder

the AIP Discretionary program.

The estimated additional capital program beyond 2011 is shown on Table 1V.10. The program beyond 2011
assumes that the AIP, or a similar Federal program, remains in place. The assumed level of the entitlementin
2012 is $2.4 million (rounded up from the estimated entitlement shown above). No enplanement growth was
assumed for the purpose of estimating the additional capital program through 2016. A 1% annual increase in
the annual entitlement is assumed thereafter. In order to estimate the State share of entitlement spending, the
current 75% Federal, 25% State distribution was assumed. In addition to AIP projects, the capital program
beyond 2011 includes State projects funded at the rate of $2 million annually. As indicated on Table 1V.10,
the program beyond 2011 includes $51.2 million in State spendinggtu8 million in Federal spending for a

total of $97 million for the period Additional Capital Program 2000 - 2029

2012 through 2029. The totalsource Identified Program Beyond 2011 Total

additional capital program for thgState Capital $ 19,271,443 | $ 51,258,665 | $ 70,530,108

entire  forecast period i9State Operating | $ 200,000 | $ - $ 200,000

summarized at right. Federal Capital | $ 22,816,706 | $ 45,776,000 | $ 68,592,706
PFCs $ 33,948,707 | $ - $ 33,948,707
Total $ 76,236,856 | $ 97,034,665 [ $ 173,271,521
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Table IV.10
Bradley International Airport
Additional Capital Program - Unspecified Projects Beyond 2011

Various AIP Projects Other State State
Year State Federal Total Projects Total Grand Total

2012 $ 803,333 | $ 2,410,000 | $ 3,213,333 | $ 2,000,000 | $ 2,803,333 | $ 5,213,333
2013 $ 803,333 | $ 2,410,000 | $ 3,213,333 | $ 2,000,000 | $ 2,803,333 | $ 5,213,333
2014 $ 803,333 | $ 2,410,000 |$ 3,213,333 | $ 2,000,000 | $ 2,803,333 | $ 5,213,333
2015 $ 803,333 | $ 2,410,000 |$ 3,213,333 | $ 2,000,000 | $ 2,803,333 | $ 5,213,333
2016 $ 806,000 | $ 2,418,000 | $ 3,224,000 | $ 2,000,000 | $ 2,806,000 | $ 5,224,000
2017 $ 814,000 | $ 2,442,000 | $ 3,256,000 | $ 2,000,000 | $ 2,814,000 | $ 5,256,000
2018 $ 822,000 | $ 2,466,000 | $ 3,288,000 | $ 2,000,000 | $ 2,822,000 | $ 5,288,000
2019 $ 830,333 |$ 2,491,000 $ 3,321,333 | $ 2,000,000 | $ 2,830,333 | $ 5,321,333
2020 $ 838,667 | $ 2,516,000 | $ 3,354,667 | $ 2,000,000 | $ 2,838,667 [ $ 5,354,667
2021 $ 847,000 | $ 2,541,000 | $ 3,388,000 | $ 2,000,000 | $ 2,847,000 [ $ 5,388,000
2022 $ 855,333 | $ 2,566,000 | $ 3,421,333 | $ 2,000,000 | $ 2,855,333 | $ 5,421,333
2023 $ 864,000 | $ 2,592,000 | $ 3,456,000 | $ 2,000,000 | $ 2,864,000 | $ 5,456,000
2024 $ 872,667 | $ 2,618,000 | $ 3,490,667 | $ 2,000,000 | $ 2,872,667 | $ 5,490,667
2025 $ 881,333 | $ 2,644,000 $ 3,525,333 | $ 2,000,000 | $ 2,881,333 [ $ 5,525,333
2026 $ 890,000 | $ 2,670,000 | $ 3,560,000 | $ 2,000,000 | $ 2,890,000 [ $ 5,560,000
2027 $ 899,000 | $ 2,697,000 | $ 3,596,000 | $ 2,000,000 | $ 2,899,000 [ $ 5,596,000
2028 $ 908,000 | $ 2,724,000 | $ 3,632,000 | $ 2,000,000 | $ 2,908,000 | $ 5,632,000
2029 $ 917,000 | $ 2,751,000 | $ 3,668,000 | $ 2,000,000 | $ 2,917,000 | $ 5,668,000
Sub - Total | $ 15,258,665 | $ 45,776,000 | $ 61,034,665 | $ 36,000,000 | $ 51,258,665 | $ 97,034,665

Program PFCs

To2011 | $ 19,471,443 | $ 22,816,706 | $ 42,288,149 | $ 33,948,707 | $ 53,420,150 | $ 76,236,856
Grand Total $ 34,730,108 | $ 68,592,706 | $ 103,322,814 | $ 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 Area Cost
Centers. The calculation of 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 cost center. Gross space means all leased, 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 useddbrterminal building area. The debt

service associated with the construction costs applicable to each 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 June 30, 2001 includes the calculation of rental rates
in the Terminal Building as shown in Table IV.11. Asindicated on Table IV.11, the FY 2001 Budget includes
Terminal Building rental rates between $19.58 and $43.33 per square foot annually. The operating expense
component of the rate is equally set for all areas of the Terminal at $18.51 per square foot, and the debt
component varies significantly by area between $1.07 and $24.82.

The actual rates shown above for FY 2001 comprise an operating expense component of $7,520,420, current
year 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 to 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 areas, were fully amortized for American and
Deltain the year 2000, and for all other Terminal areas in the year 2001, at which point in time this component
of the Terminal rate base will no longer exist.
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Table IV.11
Bradley International Airport
FY 2001 Terminal Building Rental Rates

Expense Debt Total Allocated
Terminal Area Component [Component Rate Debt Gross Space

Conc. A - Delta $ 1851 (% 1.07 | $1958 [ $ 17,629 16,467
Conc. A - American $ 1851 | $ 1.07 [ $1958 |$ 17,749 16,579
Conc. A - Other $ 1851 | $ 117 [ $19.68|$ 26,768 22,918
Conc. B $ 18511 $ 117 [ $1968|$ 19,618 16,795
Murphy $ 18511 $ 11.21 ] $29.72 | $1,478,319 131,918
Terminal A/ Conc. C $ 1851 | $ 24.82 | $43.33 | $4,058,709 163,535
IAB $ 1851 | $ 8.50 | $27.01 [ $ 428,634 50,410
Total $6,047,426 418,622
Terminal Allocated Expenses $ 7,958,362
Prior Year Adjustment $ (209,732)
Adjusted Expense Allocation $ 7,748,630
Expense Component $ 18.51

$50.00 [FY 2001 Terminal Rental Rates|

$45.00

$40.00 ‘l Expense Component B Debt Component ‘

$35.00

$30.00

$25.00

$20.00 astssss

$15.00

$10.00

$5.00
Conc. A - Conc. A - Conc. A - Conc. B Murphy Terminal A / IAB
Delta American Other Conc. C

Table V.12 depicts the historic Terminal Building revenue generated from the rental rates
historically established pursuant to the methodology described above. Thisincludes actual revenues
generated from 1994 through 2000, and the FY 2001 budget. It also includes a break down of the
currently occupied space by area and applicable rate. As indicated in Table V.12, Terminal
Building rent has increased from approximately $3.8 million to $4.3 million in the current budget.
The largest percentage of airline Terminal rent (54%) is for the occupancy 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 1V.12 represents airline rents
established by agreement for American, Midway, Midwest Express and Shuttle America, and fixed
concessions rentals.
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Table 1V.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 15,170 | $19.58 |FY 1995 Actual $ 3,805,192
A - Other $ 112,727 5,728 | $19.68 [FY 1996 Actual $4,149,135
Conc. B $ 206,916 10,514 | $19.68 |FY 1997 Actual $3,878,266
Murphy $ 670,305 22,554 | $29.72 |FY 1998 Actual $3,752,223
IAB $ 62,717 2,322 | $27.01 [FY 1999 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
Other Terminal Rent| $ 64,838
Total Terminal Rent | $4,253,800

Terminal Building Revenue .
4500000 FY 2001 Airline B A - Delta
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4000000
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3500000 4
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B) Historic Baggage Claim Area Charges

Baggage Claim Area Charges are based upon the Terminal Building Rental Rates established annually. The
total square feet of each baggage claim area is multiplied by the rental rate per square foot and the total charge
is shared by the Airlines utilizing the baggage claim area. Twenty percent of the total charge is shared equally
by all airlines and 80 percent is shared on the basis of each airline’s percent of total enplaning passengers.

Baggage Claim Area Charges are shown on Table IV.13. This includes the square footage of Baggage Claim
area in the Murphy Terminal, Terminal A and the IAB, the current rate applicable to each area and associated
revenue in the FY 2001 budget. As indicated on Table 1V.13, total Baggage Claim Area Charges have
increased from $876,124 in 1994 to $1,022,724 in the FY 2001 budget. The majority of this revenue (64%) is
generated from the Terminal A Baggage Claim Areas.
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Table IV.13
Bradley International Airport
Historic and Budget Baggage Claim Revenue

FY 2001Budget Actual and Budget
Occupancy 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 1998 Actual $ 864,474
FY 1999 Actual $ 881,579
FY 2000 Actual $ 948,198
FY 2001 Budget $1,022,724

Baggage Claim Revenue .
$1,200,000 9929 FY 2001 Baggage Claim Revenue

$1,000,000

M Murphy

$800,000

$600,000
& IAB

$400,000 4

$200,000 A
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$-
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C) Historic Apron Area Rental

The Apron Arearefers to the aircraft parking and maneuvering areas adjacent to the Terminal Building. Apron
Area Rental is calculated annually on the basis of costs allocated to the Apron Area Cost Center divided by the
total linear feet of the apron, measured along a line 100 feet perpendicular from the face of the Terminal. This
cost per linear foot is then assessed for each linear foot exclusively leased by each airline pursuant to the terms
of its agreement. The Airport Operating Budget for FY 2001 includes Apron Area Rental calculated at the rate
of $460.23 per linear foot. This cost is based on allocated debt service, operating expenses, capital
amortization and prior year adjustments as shown on Table 1V.14. As indicated on Table V.14, the
composition of the Apron Area Rental Rate includes $1,711,909 in allocated operatingex 403,471 in

capital amortization and $213,011 of existing debt service. After adjusting for prior year actuaesetal
allocated expenses of $2,096,355 are divided by 4,555 linear feet of Apron in establishing the current fee of
$460.23 per linear foot per year. The FY 2001 budget reflects a total of 4,082 feet rented for total revenue of
$1,878,660, a significant increase from 1994 actual revenue of $915,768.
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Table IV.14
Bradley International Airport
Historic 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 Actual $1,476,658
Total Allocations $ 2,028,391 |FY 1997 Actual $1,588,346
Prior Year Adjustment $ 66,210 [FY 1998 Actual $1,974,486
Prior Year Sick Pay $ 1,754 [FY 1999 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 Revenue FY 2001 Apron Rental Per Linear Foot
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D) Historic Landing Fees

The Landing Fee is calculated annually on the basis of the Signatory Airlines’ share of costs allocated to the
Airfield Area Cost Center divided by the total landed weight of all Signatory Airlines. The SignatiorysA

share of costs allocated to the Airfield Area is determined through the use of a Signatory Airline Coefficient
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 based upon statistics and estimates included in the annual Airport Operating
Budget. Landed weight calculations are based upon Revenue Aircraft Arrivals (those including passengers,
cargo or mail) and maximum certificated aircraft landing weights approved by the FAA.

The Airport Operating Budget for the fiscal 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 upon total costs allocated to the Airfield Area of $11,123,917 which includes
allocated debt service, operating expenses, capital amortization and prior year 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 62.33%. A prior year adjustment based on actual vs. budget landing fees was deducted from 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 projected Airline landed weights to determine the landing fee. The associated costs,

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

Expense Signatory | Signhatory Calculation of
FY 2001 Airfield Area | Component Share Landing Fee Signatory Airline Coefficient
Operating & Maint. $ 9,609,665 | $4,343,568 | $ 1.029 |Signatory Landings 31,205
Capital Amortization |[$ 1,025,998 | $ 463,751 | $ 0.110 [All Other landings 55,552
Debt Service $ 475229 |$ 214,804 | $ 0.051 [Total landings 86,757
Prior Year Sick Pay $ 13,025 | $ 5887 | % 0.001 |Frequency Factor 35.97%
Total Allocations $11,123,917 | $5,028,010 | $ 1.191 [SignatoryLanded Weight | 4,221,347
Prior Year Adjustment |:| $  (19,990)] $ (0.005)| All Other Landed Weight | 2,551,007
Total Signatory Landing Fee $ 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
1.2
1
0.8 OO & M Expenses
06 O Capital
@ Debt Service
0.4 WP. Y. Sick Pay
0.2 BP. Y. Adjustment
0 e e prrraa e I S T
0.2
Actual and Budget Landing Fee Revenue
Landing Fee Revenue $9,000,000 [T
FY 1994 Actual $ 5,578,556 $8,000,000 - B
FY 1995 Actual $ 7,184,184 | S7.000.000 - = #
FY 1996 Actual $ 6159240 = 0000 T % iy
FY 1997 Actual $ 6439810 | o 000000 | % [k
FY 1998 Actual $ 7,963,794 | 3000000 | % 3
FY 1999 Actual $ 6,424,882 | $2000000 . % B
FY 2000 Actual $ 7,895,650 | | 1000000 | % a
FY 2001 Budget $ 8,378,000 $- ; — bl ‘ ‘
1994 1995 1996 1997 1998 1999 2000 2001

allocations, calculations and relative composition of the Landing Fee is shown on Table IV.15. As indicated on
Table IV.15, Landing fees have also increased significantly. In 1994 actual Landing Fees were $5.6 million.
They are currently budgeted at $8.4 million for FY 2001.
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E) Analysis of Historic and Budget Airline Revenues

The Air Carrier Operating Agreements were entered into with the intent of securing the 1982 Revenue Bonds
(now the 1992 Refunding Bonds). This was accomplished quite effectively through the procedures and
methodologies used to establish Airline rates and charges. Airline compensation to the Airport is adjusted and
calculated annually based upon 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 to the cost centers is not entirely stipulated. This provides management with some flexibility in setting
Signatory Airline rates. The components of each rate include budgeted expenses and prior year adjustments,
capital amortization and debt service on all three outstanding bond issues. As shown on Table IV.16, a review
of audited operating revenues for the prior seven years, and budget data for FY 2001, indicates that this fee
structure has produced total airline revenues increasing from $11.4 million to $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 to be decommissioned is appropriately transferred to the Terminal Improvement
Project; and,

= New revenue bond debt to be issued is fully allocated to the Terminal, Airfield and Apron area 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 | $ 3,805,192 | $ 4,149,135 | $ 3,878,266 | $ 3,752,223 | $ 3,959,825 | $ 4,127,718 | $ 4,188,961
Baggage Claim $ 876,124|$ 867,303|$ 897,652 |$ 879,963 |$ 864,474|$ 881579 |% 948,198 | $ 1,022,724
Apron Area $ 915,768 | $ 1,244,117 | $ 1,476,658 | $ 1,588,346 | $ 1,974,486 | $ 1,576,880 | $ 1,936,625 | $ 1,878,660
Landing Fees $ 5,578,556 | $ 7,184,184 | $ 6,159,240 | $ 6,439,810 | $ 7,963,794 | $ 6,424,882 | $ 7,895,650 | $ 8,378,000
Ramp Parking $ 218,187 |$ 205,859 |$ 259,112 $ 264,266 | $ 31,728 | $ 271,625|% 211,167 |$ 192,400
Airline Total $11,366,859 | $13,306,655 | $12,941,797 | $13,050,651 | $14,586,705 | $13,114,791 | $15,119,358 | $15,660,745
Total Op. Revenue $27,986,014 | $30,599,569 | $31,819,465 | $32,731,043 | $35,645,977 | $36,358,898 | $41,307,191 | $40,288,595
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

Total Revenue 41% 43% 41% 40% 41% 36% 37% 39%
Operating Expense 60% 71% 63% 66% 75% 62% 69% 64%

Historic and Budget Total Airline Revneue
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F) Terminal Improvement Project Revenue Impacts

Future airline rates and revenues will be a function of future allocations to the airline cost centers pursuant to
the Airport’'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 expenses 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 change as
a result of the Murphy Terminal decommissioning, retirement of the 1989 Subordinated Bonds and partial
refunding of the 1992 Bonds, and because new debt service is being incurred to undertake the project.
Terminal Building gross space, the areas benefiting from GARB debt service and future space occupied by the
airlines will also change. These changes will significantly affect projected airline revenues due to 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 thra0gh Based on the

areas benefiting from the debt. Effective in FY 2002, the 1989 Subordinated debt service has been removed
from the airline cost centers. In addition, the $3,050,200 in outstanding principal that was repaidizeaimo

over the original remaining term of the 1989 Subordinated Bonds thr2@@Band 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 200 Refunding Bonds is $18.3 million based

on roadway and sewer costs originally funded in2882 Bonds and eligible for advance refunding. The 2001
Refunding Bonds will provide savings in annual debt service of approximately $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 airline cost centers, the savings associated with the 2001 Refunding Bonds has been credited to
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 areas should be 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 need 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 are to be re-allocated to the new terminal and concourse. 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.1_7 shows the existing Table IV 17

debt service allocated to th‘:l\/lurphy Terminal Debt Transfer

Terminal Building Cost Center

an_d t.he anticipated changes n Decommission Existing Allocated Debt

e)_('St'ng debt allocation tha Terminal Area Percent Fy 2002 FY 2003 FY 2004
will occur as a result of the[conc A Delta 100.00%| $ 15909 [ $ $
Terminal Improvement|conc A American 100.00%| $ 16,018 [$ 15662 | $

Project. FY 2003 reflects dconc A Other 100.00%| $ 22,142 | $ 21,650 | $ -
reduction in existing debticonc. B 0.00%]$ 16,228 [$ 15867 [$ 15,788
allocation due to the relocatiofmurphy Terminal 70.84%| $ 1,431,403 [ $ 1,428,540 | $ 416,332
of Delta and US Airwaysintl. Terminal 0.00%|$ 412,994 | $ 411,897 [$ 411,646
associated with the plan tqTerminal A 0.00%| $ 3,981,286 | $ 3,214,211 | $ 3,976,800
transition airline occupancy agNew Terminal 0.00%]| $ - $ - $ 1,064,144
needed to effectuatgTotal N/A $ 5,895,980 | $ 5,107,827 | $ 5,884,710

construction of the expansion

area, decommissioning and rehabilitation of existing areas. Upon completion of the Terminal Improvement
Project, existing debt allocated to the decommissioned areas of the terminal is transferred to 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 following areas will remain in service:

a Airline Area - 3,372

0 Baggage Area - 7,900
o Joint Use Area - 16,886
a Non Airline Area - 10,306

o Total In Service - 38,464
a Total Murphy Terminal - 131,918
0 Percent Decommissioned - 70.84%

The existing debt allocation to the Murphy Terminal is otherwise expected to remain in place until the new
terminal and concourse is complete (June 30, 2003 for the purposes of rate development). Effective in FY
2004, $1,064,144 of Murphy — allocated debt will be transferred to the new terminal and concourse and used in
the development of a Transfer Debt

Component.  The Transfer Debt FY 2005 GARB Debt Service
Component is based on the gross spa( $7,000,000 .
of the entire new terminal and concourst . B Airport Share
(260,208 square feet). The Transfe $6:000.000 1 .
Debt Component  equates  tQ $5000,000 - A 0 Other Terminal
approximately $4.09 per square foo [
through FY 2012. $4,000,000 1 B Apron Area

. $3,000,000 1 M Terminal A
Future Debt Service - Future GARB
debt service will also be incurred to| $2:000.000 - B Airline Additions
finance the Terminal Improvement ¢; 900000 A
Project. As previously indicated in Table B Expansion Area
ll.1, the Series2001 General Airport $
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Revenue Bonds will provide $70,098,103 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:

a Percent Of Total Non-PFC eligible GARB Project Costs- Non-PFC eligible GARB funding of the key
components of the Terminal Improvement Project were expressed as a percentage of total Non-PFC
eligible GARB funding. The key components being allocated debt for the purposes of rate development
include the Terminal Expansion, the renovation of Terminal A and Concourse C, the IAB, Concourse B
and the Murphy Terminal, Airline Additions to the project (jet bridges, other equipment, club space and
finishes), and the Apron Area.

o Airline Use Percentage— Each Non-PFC eligible GARB — funded component of 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 each facility because the public space is funded by the Passenger Facility Charges included in the
financing plan. Airline space includes ticketing, office, security, hold room and baggage areas. 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 is the Apron Area.

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

a Allocation of Airline Percent — The airline’s share of each Non-PFC eligible GARB — funded component
of the Terminal Improvement Project was expressed as a percentage of the sum of all airline shares
associated with a cost center, which excludes the construction management and public relations costs. The
result of this calculation represents a 100% allocation ofittinels share of the Non-PFC eligible GARB
among the Non-PFC eligible GARB - funded components of the Terminal Improvement Project
associated with a cost center.

o Capitalized Interest— The airline’s share of the Non-PFC eligible GARB debt service is based on the
airline — allocated project costs discussed above plus capitalized interest on those projects through
beneficial occupancy of the new terminal and concourse. The airline share of Non-PFC eligible GARB
projects, plus a comparable share of construction management and public relations services, is $50.7
million. The required capitalized interest is $4.1 million. Together with underwriting, reserve and other
uses, the total Par amount of the airline portion of the Non-PFC eligible GARB would be approximately
$61.9 million. Analysis of alternate debt service runs of the airline and non-airline portion results in the
determination that approximately 75.2% of the Non-PFC eligible 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 first full year's debt
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 bases.
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Table 1V.18 shown below presents the calculations associated with allocating the Non-PFC eligible GARB
debt service. Table IV.19 on the following page depicts the resulting allocation of debt service. From 2001
through 2003, the airline share is funded with capitalized interest. Bo@#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

Percent of Non-Airline Airline Allocation
GARB - Funded Total GARB | Airline Use Use Percent of of Airline
Proiect Costs Project Costs | Percentage | Percentage Total GARB Percent

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

Airline Additions to Project f?’///’//’// S A A o A Y S o o Y S A o A S
Clubspace East Concourse $ 1.980.209 2.82%| 100.00% 0.00% 2.82% 4.10%
Flight / Baggage Info. Display $ 30.420 0.04%] 100.00% 0.00% 0.04% 0.06%
Outbound Baggage Coveyor $ 207,785 0.30%] 100.00% 0.00% 0.30% 0.43%
Curbside Checkin Conveyor $ 75,558 0.11%]| 100.00% 0.00% 0.11% 0.16%
Passenger Loading Jet Bridges $ 495.000 0.71%] 100.00% 0.00% 0.71% 1.02%
Exclusive Tenant Finishes $ 9.313560 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%| 25.04%
Terminal Expansion T R A A )
New Concourse $ 15304428 21.83%| 74.26% 25.74% 16.21%| 23.51%
New Terminal $ 24.838.695 35.43%]| 59.73% 40.27% 21.16%)| 30.70%
Roadway. $ 1255849 1.79%| 32.74% 67.26% 0.59% 0.85%
Soil Remediation New Term $ 1324174 1.89%] 66.36% 33.64% 1.25% 1.82%
Jet Fuel Plume Extraction $ 1.461.600 2.09%| 66.36% 33.64% 1.38% 2.01%
Maintenance Demolition $ 195,396 0.28%] __66.36%| __33.64% 0.18% 0.27%
Total Terminal Expansion 44,380.142 63.31% W///Af/y////ﬂ 40.79%| 59.16%
Terminal A Renovation f?’/////// A A o A Y o o o A o o o A A A
Terminal A $ 3,260,068 4.65%] 51.79% 48.21% 2.41% 3.49%
Conc C $ 2584354 3.69%| 84.93% 15.07% 3.13% 4.54%
Soil Remediation Term A & Conc C $ 102,665 0.15%] __64.71%!| __35.29%0 0.09% 0.14%
Total Terminal A Renovation 5,947.087 8.48% W///A’:"jf////ﬂ 5.63% 8.17%
Other Terminal Renovation zV//’/’//’/’/ A N A Y
IAB $ 189.909 0.27%] 84.04% 15.96% 0.23% 0.33%
Murphy Concourse B $ 860,355 1.23%| 86.19% 13.81% 1.06% 1.53%
Murphy Terminall ' $ 860,355 1.23% = 52.24% 47.76% 0.64% 0.93%
Total Other Terminal Renovation 1,910,619 2.73% ,-‘7///;/;:':/://////, 1.93% 2.79%
Apron Area f?’/////// A A A N A A o Y A
Apron New Concourse $ 2155161 3.07%]| 100.00% 0.00% 3.07% 4.46%
Apron Concourse C $ 182,662 0.26%| 100.00% 0.00% 0.26% 0.38%
Total Apron Area $ 2,337,823 3.34%] 100.00% 0.00% 3.34% 4.84%
e .—-?7/5333?'}? A
Other ] ] i , ]
Commercial vehicle Lot 0.00% W///A’:W/////A’////////fy/////{’
FIS Building $ - 0000 WL A AW o o o o N A
Construction Management and PR $ 3,419,900 4.88% WW% Mf’o% ///;222‘:/,0
Total Other $ 3,419,900 4.88% / . - ]
Total GARB Projects $ 70,008,103 | 100,0006 0 At o o sl o o Y o ot o A R o
Total Airline Share R A R A A 12.35% Vi
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Table IV.19
Bradley International Airport

Allocation of New GARB Debt Service

Allocation of GARB Debt

During Cap | Funding Period Allocation | 06/30/01 06/30/02 06/30/03

Total New GARB Debt Service N/A $ 386,311 |$ 1,048,010 | $ 1,396,337

Airport GARB Share 100%|$ 386,311 |$ 1,048,010 | $ 1,396,337

Allocated Airline GARB Share 0%]| $ - $ - $ -

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 N/A $ 5,437,413 |$ 6,645551 | $ 6,652,301 | $ 6,655,239 | $ 1,600,689
Airport GARB Share 24.8%|$ 1,623445|$ 1,647,335|$ 1,650,272 |$ 1,648,772 |$ 396,994
Allocated Airline GARB Share 75.2%| $ 3,813,969 | $ 4,998,216 | $ 5,002,029 [ $ 5,006,466 | $ 1,203,695
2003 Intl Terminal 0.330%| $ 12,586 | $ 16,494 | $ 16,507 | $ 16,521 | $ 3,972
2003 Terminal A 8.170%|$ 311,601 |$ 408354 |$ 408,666 |$ 409,028 | $ 98,342
2003 Terminal Expansion 59.160%|[ $ 2,256,344 | $ 2,956,945 [ $ 2,959,200 | $ 2,961,825 |$ 712,106
2003 Airline Additions 25.040%|$ 955,018 |$ 1,251,553 [ $ 1,252,508 | $ 1,253,619 | $ 301,405
2003 Murphy Terminal 0.930%|$ 35470[$ 46,483[$ 46519($ 46560 |$ 11,194
2003 Conc. B 1.530%]| $ 58,354 | $ 76,473 | $ 76,531 | $ 76,599 | $ 18,417
2003 Apron Area 4.840%]|$ 18459 |$ 241914 |$ 242,098 |$ 242,313|$ 58,259

Future Amortization - Capital costs are also amortized in the airline rate bases. While the financing plan 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 impact airline rates or revenues. In addition to the
components of the Terminal Improvement Project previously discussed in this Report, the Connecticut DOT
has undertaken the demolition and relocation of a maintenance facility 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 Area- $ 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
terminal space, plus allocated debt service divided by the terminal square footage benefiting from the debt.
The rates developed are applied to occupied space in order to estimate airline terminal revenue. All of these
areas will change as noted below as a result of the Terminal Improvement Project.

Terminal Gross Space- The total gross space of terminal building area used for rate developmentin the FY
2001 Budget was 418,622 square feet including Concourse A (American, Delta and other), Concourse B, the
Murphy Terminal, the IAB, Terminal A and Concourse C. This space will change as airlines relocate to the
new terminal and concourse, existing facilities are rehabilitated, and the Murphy facilities are decommissioned.
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The Terminal Improvement Project has be¢fiaple 1v.20

staged so as to complete the new concourse fifrminal Building Gross Space

thereby allowing airline relocations needed o Terminal Area FY 2001 | EY 2003 | FY 2004
facilitate the rehabilitation and extension @&oncourse A - Delta 16,467 B B
Concourse C including apron work, and tH&oncourse A - American 16,579 | 16,579 -
development of the new terminal. No change [tSoncourse A - Other 22,918 | 22,918 -
expected in gross space between the FY 2001 gwdcourse B 16,795 | 19,444 | 19,444
2002 budgets. In FY 2003, airline relocations {@urphy Terminal 131,918 | 123,931 38,464
the new concourse will occur, Concourse A [+AB 50,410 | 51,426 51,426
Delta will be decommissioned and other existinterminal A / Concourse C 163,535 | 132,774 | 177145
facilities will be vacated and rehgitated. During |New Terminal & Concourse - 79,355 | 260,208
the FY 2003 transition year, the relocation plan|igptal Gross Space 418,622 | 446427 | 546,687

expected to result in a net increase in terminal gross space for rate development purposes to a total of 446,427
square feet. Upon completion of the project in FY 2004, gross space will total 546,687 square feet. Total
estimated gross space by terminal area during the development period is shown above in Table I1V.20. Total
Gross Space is used in the development of the Operating, Maintenance and Amortization component of the
Terminal Building rental rates. The gross space of each area shown above is used in developing the existing
1992 debt service component of the Terminal Building rental rates as adjusted pursuant to the transfer of
Murphy Terminal debt and other adjustments based on retirement of the 1989 Subordinated Bonds and the
issuance of the 2001 Refunding Bonds as previously discussed.

Non Public Space- Future General Airport|Table IV.21

Revenue Bond debt service incurred for thiKon Public Space FY 2004
Terminal Improvement Project will bgConcourse B 13,233
allocated on the basis of the Non Public spajdéurphy Terminal 21,578
in the terminal because public space is beifi§B 32,104
funded through Passenger Facility Chargg¢germinal A / Concourse C 121,144
Table 1V.21 shown at right indicates the NoypiNew Terminal & Concourse 179,703
Public space included in each terminal argdotal Non Public 367,762

The Non Public Space includes airline operations, office and break ramre,sgub space, ticket counters and

offices, security check — in and passenger hold rooms, baggage service, bag claim and bag make up areas,
mechanical and utility rooms, Airport
administrative and police space ardable IV.22

concession areas. The Terminghirline - Occupied Space
Terminal Area FY 2001 |FY 2002 |FY 2003 | FY 2004

Improvement Project will be complete(IaIConc Dol AR
betw_een FY 2003 and 2004. The N 'Conc.A American 15,170 | 15,170 ] 15,170 -
Public Space debt component of tH&: A omer 5728 5728 5728 .
Terminal BUIIdlng rental rates will Conc. B 10,514 10,514 10,514 11,405
become effective FY 2004 due to thRurphy Terminal 225554 | 225554 | 19,396 3,372
capitalized interest included in th@as 2,322 2,322 2,322 -
General Airport Revenue Bond portiofirerm A / Conc. C (Airline) 51,822 | 51,822 | 27,596 | 45,965
of the financing plan. Murphy Bag Claim 9,989 9,989 5,160 7,900
IAB Baggage Claim 2,520 2,520 2,520 7,624
Occupied Space ~Tne FY 2001 [lam AsasCam | Tosio | Tsiar s} Sou
. W | | - - y s
BUdget ImCIUdeS 164’_80dl squﬁre felet [New Terminal Airline Area - - 63,653 72,008
terminal space occupied by the airlinegy A vurphy  1AB) 12533 | 12533 | 12,533| 19,355
as shown in Table IV.22. This is NOfro 164,801 | 164,801 | 188,941 | 247,292

expected to change in the FY 2002
Budget. In the FY 2003 transition year, airline occupied space is expected to increase to a total of 188,941
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square feet based on the staged terminal development, decommissioning of Concourse A — Delta, rehabilitation
of existing facilities and associated airline relocations. Beginning in FY 2004, and for the remainder of the
forecast period, occupied space is expected to increase to a total of 247,292 square feet based on negotiations
with 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, Maintenance and Amortization (O, M&A) component with
the existing debt, transfer debt and future debt service components discussed above derives the total Terminal
Building rental rates.

The O, M&A component is determined by dividing allocated expenses by total terminal gross space. O, 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 Terminal - allocated expenses was then divided by gross terminal space to
determine the O,M&A

component. As indicatedTable IV.23

in  Table 1V.23, the [0,M&A Component of Terminal Rental Rates

O,M&A rate is expected Terminal  [Maintenance | Special Adjusted Total

to increase from $20.03 td Fiscal | Expense Facility Terminal Terminal  dross O,M &A
$21.97 between 2002 and Year | Projection |Amortization Adjustment  [Expenses Space  Rate
2006. In the FY 2003| 2002| $ 8,385,386 | $ - 1% - |$ 8385386 | 418622| $ 20.03
transition year, an elevated 2003[ $ 8,900,037 |$ 62,358 [ $ 728,479 |$ 9,690,874 | 446427| $ 21.71
O, M&A rate is incurred | 2004| $ 9,216,244 [$ 62,358 | $ 2,017,117 | $ 11,295,719 | 546687| $ 20.66
due to the staged 2005]$ 9489953 |$ 62,358 | $ 2,091,750 | $ 11,644,061 | 546687| $ 21.30
construction plan prior to| 2006 $ 9,781,167 | $ 62,358 | $ 2,169,145 | $ 12,012,670 | 546687| $ 21.97
decommissioning of the

Murphy Terminal.

Existing  debt  service Table IV.24

allocations in the FY 2001 Existing and Transfer Debt Component of Terminal Rental Rates
Budget to the various areas gt

the terminal were previously{Operating Expenses $20.03|$21.71 (% 20.66|%21.30|% 21.97
shown in Table IV.11. Table|l _Existing & Transfer Debt FY 2002 | FY 2003 | FY 2004 [ FY 2005 | FY 2006
IV.11 reflects existing State{Conc A Delta $ 0071 - [$ - [$ - |$ -
General Obligation BondgConc.A American $ 097(%$ 0943 - $ - $ -
and the 1992 Airport RevenugConc A Other $ 097[$ 0943 - $ - $ -
Bond allocations to[Conc. B $ 09713 082]|% 081]|$ 081]$ 0.80
Concourses A and B, thgMurphy Terminal $10.85|$ 11.53($ 10.82|$ 10.82|$ 10.81
Murphy  Terminal, IAB, |intl. Terminal $ 819|% 801|$ 800|$ 800[$ 7.99
Terminal A and Concourse C|Terminal A $ 2435 |$ 2421 [$ 2245 |$ 22.45|$ 22.44
Changes to the existing deliNew Terminal $ - 1$ - 1% 409]|$ 409]$ 4.08
allocation and the transfer ofunified Terminal $ - $1515]$ 1153 [$ 1152 ]| $ 11.52

existing debt from
decommissioned terminal areas to the new terminal were addressed in Table IV.17. Dividing the allocated debt
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by the gross space of each area results in the Existing and Transfer Debt components of the Terminal rental

rates shown in Table 1V.24.

Non-PFC eligible GARB debt

service allocations to thenew GARB Debt Component of Terminal Rental Rates

Table IV.25

various areas of the terminal

were previously shown in New Garb Debt FY 2002 [FY 2003 [FY 2004 [FY 2005 |FY 2006
Tables V.18 and 1V.19. This|conc A Delta $ $ $ $ $
included the total annual debfcone A American $ $ $ $ $
service associated with th&-;nc A Other $ $ $ - $ - $ -
bonds,  the  percentagfconc. g $ $ $ 441]$ 578|$ 578
aIIo_cated to _n(_)n'alr“ne Murphy Terminal $ $ $ 164]|% 215]|9% 2.16
projects and the airlines SharQntl. Terminal $ $ $ 039]|% 0511% 051
of the total Non'Pl_:C eligible Terminal A $ $ $ 2571% 337]8% 3.37
G_A_RB debt service. The New Terminal $ $ - $ 12.56 | $16.45 | $16.47
airlines share of the debt wag), i Terminal $ - |s - | 85481119 %1119

then distributed among th
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 eligible GARB debt allocations to the terminal areas by
the Non — Public space shown in Table 1V.21 results in the New GARB Debt components of the Terminal
rental rates shown in Table I1V.25.

Combining the O,M&A rate with the existing, transfer and future debt service components results in the total
terminal rental rates shown in Table IV.26 below. Asindicated in Table V.26, the total rates range between
$21.00 per square foot for Concourse A while it remains in service to $47.78 per square foot for Terminal Ain
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 for similar terminals at
the Airport (Terminal A). Accordingly, the Unified Terminal rate has been developed based on the gross space
and allocated debt of both Terminal A and the new terminal and will be assessed effective in FY 2@@B8for

of these facilities. Concourse B, a portion of the Murphy Terminal and all of the IAB will remain in service
but are inferior to Terminal A and the new terminal. Accordingly, separate rates will be maintained for those
facilities.

Table IV.26
. idi

Total Terminal Rental Rate FY 2002 | FY 2003 | FY 2004 | FY 2005 | FY 2006
Conc A Delta $21.00|$ - $ - $ - $ -
Conc.A American $21.00]|$2265[$ - $ - $ -
Conc A Other $21.00]|$2265(% - $ - $ -
Conc. B $ 21.00 ]| $ 2253 ]|%2588|% 27.89]|% 28.55
Murphy Terminal $ 30.88|$33.24|$ 33.12 | $ 34.27 [ $ 34.94
Intl. Terminal $ 28.221%$29.72 1% 29.05|% 29.81 | % 30.47
Terminal A $ 4438 |$ 4592 |$ 4568 | $ 47.12($ 47.78
New Terminal $ 200352171 ]|%$3731|%41.84|% 42.52
Unified Terminal $ 20.03]|$ 36.86|$ 40.73 | $ 44.01 | $ 44.68
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The projection of airline terminal building revenue is based on assessing the above stated terminal rental rates
for the projected occupied space as previously shown in Table IV.22. The Unified Terminal rate is assessed
for Terminal A and the new terminal airline and baggage claim areas 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 IV.27, projected airline terminal and baggage 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 Revenue FY 2002 FY 2003 FY 2004 FY 2005 FY 2006

Conc A Delta $ 345759 $ - $ - $ - $

Conc.A American $ 318525|% 343635( % - $ - $

Conc A Other $ 120271 |$ 129,752 |$ - |$ - %

Conc. B $ 220,764 |$ 236,814 |$ 295205( % 318,042 | $ 325,735

Murphy Terminal (SWA) $ 6,522 | $ 8,774 | $ - $ - $

Murphy Terminal (Other) $ 696504 |% 644617 |$ 111,714 | $ 115,570 | $ 117,825

Intl. Terminal (SWA) $ 277020|$ 364600|$ 562,433 (9% 577,043 | $ 589,977

Intl. Terminal (Other) $ 65,535 | $ 69,003 | $ - $ - $ -

Terminal A (2003 = Unified) $ 2,299,657 |$ 1,017,183 |$ 1,871,873 | $ 2,022,870 | $ 2,053,979

New Terminal Airline Area $ $ 2,346,236 | $ 2,932,445|$ 3,168,994 | $ 3,217,729

Other Airline Terminal Rent $ 64,600 | $ $ - $ - $ -

Total Terminal $ 4415159 | $ 5,160,614 |$ 5,773,670 | $ 6,202,521 | $ 6,305,244

Baggage Claim Revenue

Murphy Baggage $ 308477 |$ 171,490 |$ 261,726 | $ 270,761 |$ 276,044

IAB Baggage $ 71,124 | $ 74,887 |$ 221544 |$ 227,299 | $ 232,394

Term A Baggage $ 673,718|$ 318,727 | $ 1,320,390 | $ 1,426,901 | $ 1,448,845

New Terminal Baggage Clam | $ $ b5/8,772 % 1923796 |$ 2078981 |$ 2,110,953

Total Baggage $ 1,053,318 | $ 1,143,876 |$ 3,727,457 |$ 4,003,943 | $ 4,068,236

Total Terminal & Baggage $ 5468476 |$ 6,304,491 | $ 9,501,127 | $ 10,206,464 | $ 10,373,480
Airline Additions -
As previously Table V.28
discussed in ChapterDebt Recovery on Airline Additions
Il of this Report,
proceeds from the FY 2004 FY 2005
General Airport Airline Portion of Total GARB Debt Service $ 3813969 |$ 4,998,216
Revenue Bonds will Airline Additions Allocation Debt Recovery
be used in part to Club Space 4.10%| $ 156,373 $ 204,927
fund airline _ |Flight / Baggage Information Systems 0.06%]| $ 2,288 | $ 2,999
requested additions td Outbound Baggage Conveyors 0.43%]| $ 16,400 | $ 21,492
the Terminal |Curbside Baggage Conveyors 0.16%]| $ 6,102 | $ 7,997
Improvement Project. Passenger Loading Bridges 1.02%]| $ 38,902 | $ 50,982
These additions Exclusive Tenant Finishes 19.27%| $ 734,952 | $ 963,156
include airline club Total Airline Additions 25.04%]| $ 955,018 | $ 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 total $12.1 million. 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 due in FY 2004, at which point in time the
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portion that is allocated 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 $1.3 million from FY 2005 through retirement of the GARB.
Several methodologies will be used to recover this portion of debt from the airlines such as additional charges
per square foot for the exclusive tenant — finished space and club space, and cost sharing on a per passenger
basis for equipment use.

Landing Fees -The landing fees at Bradley International Airport ar¢ pe 1v.29

based on the operating expenses, capital amortization and debt sépig@cted Landing Fees
allocations to the landing area and a fee calculating methodology|that

includes consideration of the landings and weight of signatory, Nonsiscal 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 total landings plus 35%6 of 2002| $ 8,949,367
the signatory carrier’s share of total weight represents the signgtory 2003 $ 9,552,522
share of costs allocated to the landing area. The signatory carrjer’s 2004| $ 9,808,156
allocated costs are divided by the signatory air carrier landed weighits to 2005($ 10,036,415
determine the Airport landing fee per 1,000 pounds. Non signatory air 2006] $ 10,339,243

carriers may pay up to 1.4 times the signatory rate. The FY 2001

Budget reflects total expenses of $11,123,917 allocated to the Landing

Area, $5,028,010 (45.2%) of which is the signatory share to be recovered in signatory landing fees. The total
FY 2001 Budget for Landing Fee revenue includes the signatory share, a prior year adjus$her@@d and
non-signatory fees budgeted at $3,371,400.

The Terminal Improvement Project will result in two changes to the structure of the Airport’s landing fees.
First, while no new GARB debt is allocated to the Landing Area, future amortization expenses will increase
due to cash financing of the demolition and relocation of a maintenance facility that was a prerequisite to the
Terminal Improvement Project. As discussed above, this represents $63,952 in additional amortization
expenses beginning in FY 2003. More importantly, the Connecticut DOT has stated its intention to level the
playing field among the passenger air carriers using Bradley International Airport by eliminating the use of
non-signatory agreements. Accordingly, all such carriers may become signatory effective July 1, 2002. This
will not involve a change in the landing fee methodology. However, the portion of the Landing Area cost
center allocated to the signatory air carriers will increase, as will the weights used to calculate the fee. This
reassignment of weights from the non-signatory to signatory classification will result in the signatory carriers
being allocated approximately 60% of the costs assigned to the Landing Area. This is expected to result in
additional landing fee revenue to the Airport of approximately $400,000 in FY 2003.

Apron Rent - The Apron Area rental rates and revenues are basefiranle V.30
the operating expenses, capital amortization and debt semResiected Apron Revenue
allocations to the Apron Area cost center and the total linear fegt of

apron available to the air carriers. The Terminal Improvement Projectiscal Year Apron Revenue
will affect both the debt service and amortization allocations to the 2001] $ 1,878,660
Apron Area, and the total linear feet of apron. 2002| $ 1,996,827
2003( $ 2,106,263
As previously indicated in Table IV.18, 4.84% of the airline’s sharg of 2004 $ 2,501,052
GARB debt service has been allocated to the Apron Area. This 2005 $ 2,626,786
represents an additional $184,596 in debt service allocated td_the 2006] $ 2,689,025

Apron Area in FY 2004, which will increase to approximately $242,000 annually beginning in 2005 and
continuing through retirement of the GARB. In addition, as indicated above in section IV.F, an additional
$43,232 in amortization expens&ssociated with cash financing of the maintenance facility relocation is added
to the Apron Area in FY 2003. When the project is complete in FY 2004, the total linear feet of apron will
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increase from 4,555 to 4,783 and occupied apron area will increase from 4,082 to 4,638 linear feet. As
indicated above in Table V.30, this is expected to result in apron revenue increasing from $1.9 million in 2001
to $2.7 million in 2006 including the effects of additional debt service and occupancy.

Federal Inspection Station -It 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 a compleliéicieto@

partial decommissioning of the Murphy Terminal complex. Since the Southwest Service is being
accommodated in the Murphy Terminal and International Arrivals Building, it became necessary to include
construction of a separate international facility in the project in order to contiragetanmodate the Airport’'s
international flights. The new FIS Building will cost $6.5 million to construct and is being funded through use

of the Airport cash. While amortization of this cash will not be included in the domestic airline rate bases
since they do not occupy or use the facility, the Airport will continue to assess its existing international flight
fees and must fund the operation and maintenance of the facility. These revenues and expenses are estimated
on Table IV.31

As indicated on Table V.31, the Airport is projected to accommodate 186 international flights in FY 2003
based on a conservative 1.5% growth assumption. This results in $57,195 in flight fees in FY 2003 based on
the fee of $410 per flight and estimated opening date of October 1, 2002. Increasing 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 facilities as documented in section IV.7 above.
Expenses are also projected to increase at the rate of 2% annually.

Total projected airline revenues are shown on Table IV.32. As indicated, the FY 2001 Budget igd/hides

million in total airline revenue. This represented 45% of total operating expensdd@mdPFC eligible

GARB debt service. Airline revenues are projected to increase to $24.4 million by 2005 after completion and
occupancy of the Terminal Improvement Project. This will represent 52% of total operating expenses and
Non-PFC eligible GARRIebt service. Since existing and n&len-PFC eligible GARRIebt service is
included in the airline rate bases, and retires in 2013 and 2022 respectively, airline revenue remains relatively
consistent between fiscal years 2010, 2015 and 2020.
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Table 1V.31

Federal Inspection Service Building Projected Revenues and Expenses

Operations Growth Rate 1.015

Expense and Flight Fee Growth Ratd 1.02

Opening Date 10/1/02

Variable
Fee Per Square | O&M Expenses Total Surplus
FY |Flights | Flight |Revenue |Feet [Per Square Foot Expenses Deficit)

2000 178| $ - $ - - $ - $ - $ -
2001 180| $ - $ - - $ - $ - $ -
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 | 25,000 | $ 9.55 | $238,771.80 | $(157,205)
2006 194]$ 435|$ 84,446 | 25,000 | $ 9.74 | $243,547.24 | $(159,101)
2007 197|$ 4441 $ 87,427 | 25,000 | $ 9.94 | $248,418.18 | $(160,991)
2008 200/ $ 453 | $ 90,513 | 25,000 | $ 10.14 | $253,386.54 | $(162,873)
2009 203 $ 462 | $ 93,708 [ 25,000 | $ 10.34 | $258,454.28 | $(164,746)
2010 206| $ 471 ]$ 97,016 | 25,000 | $ 10.54 | $263,623.36 | $(166,607)
2011 209( $ 480 | $100,441 | 25,000 | $ 10.76 | $268,895.83 | $(168,455)
2012 212($ 490 | $103,986 | 25,000 | $ 10.97 | $274,273.74 | $(170,287)
2013 215 $ 500 | $107,657 | 25,000 | $ 11.19 | $279,759.22 | $(172,102)
2014 219($ 510 | $111,457 | 25,000 | $ 11.41 | $285,354.40 | $(173,897)
2015 222 $ 520 | $115,392 | 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[ $ 563 | $132,568 | 25,000 | $ 12.60 | $315,054.32 | $(182,486)
2020 239[$ 574 | $137,248 | 25,000 | $ 12.85 | $321,355.41 | $(184,107)
2021 243[$ 586 | $142,093 | 25,000 | $ 13.11 | $327,782.51 | $(185,690)
2022 246 $ 597 | $147,109 | 25,000 | $ 13.37 | $334,338.16 | $(187,229)
2023 250({ $ 609 | $152,302 | 25,000 | $ 13.64 | $341,024.93 | $(188,723)
2024 254 $ 621 | $157,678 | 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 | $(192,892)
2027 265($ 659 | $174,972 | 25,000 | $ 14.77 | $369,136.35 | $(194,164)
2028 269[$ 673 | $181,149 | 25,000 | $ 15.06 | $376,519.08 | $(195,370)
2029 273[$ 686 | $187,543 | 25,000 | $ 15.36 | $384,049.46 | $(196,506)
2030 277($ 700 | $194,164 | 25,000 | $ 15.67 | $391,730.45 | $(197,567)
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Table V.32
Bradley International Airport
Total Projected Airline Revenue

2001* 2005 2010 2015 2020 2025 2030

Terminal Rent $ 4253800|% 6,202521|% 6,698,796|% 5,819,147|$% 6,668,113 |$ 6,258,686 |% 7,443,559
Baggage Claim Rent $ 1,022,724 |$ 4,003,943 |$ 4,314628|% 3,676,115|$% 4,207605|% 3,916,673 |$% 4,658,164
Apron Area $ 1878660|% 2,626,786 |% 2,931823|% 3,026871|$% 3555889|% 3,903408|% 4,628,939
Landing Fees $ 8,378,000 | $ 10,036,415 | $ 11,787,109 | $ 13,166,747 | $ 15,592,212 | $ 18,454,331 | $ 21,684,246
Ramp Parking $ 192,400 | $ 208,260 | $ 229,936 | $ 253,868 | $ 280,290 | $ 309,463 | $ 341,673
FIS Bldg. Revenue $ - $ 81,567 | $ 97,016 | $ 115,392 | $ 137,248 | $ 163,244 | $ 187,543
Airline Aditions $ - $ 1251553 |% 1255294 |% 1,262,717|$ 1,270,367 | $ - $ -
Airline Total $ 15725584 | $ 24,411,044 | $ 27,314,602 | $ 27,320,857 | $ 31,711,724 | $ 33,005,805 | $ 38,944,125
Adjusted Expenses* $ 25,039,369 | $ 30,856,279 | $ 36,695,958 | $ 43,649,780 | $ 51,931,346 | $ 61,795,332 | $ 73,535,805
Existing GARB $ 9688508|% 8,888806|% 8,804,791(3% - $ - $ - $ -
New GARB (Non PFC)| $ - $ 6,933870|% 6,932620|% 6,935939|% 6,933,720 | $ - $ -
Total Expenses $ 34,727,877 | $ 46,678,955 | $ 52,433,369 | $ 50,585,719 | $ 58,865,066 | $ 61,795,332 | $ 73,535,805
Airline Revenue as

% of Total Expense 45% 52% 52% 54% 54% 53% 53%

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

Approximately 60% of Airport operating revenue is generated from 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 1V.33 in descending order of FY 2001 budgeted non-airline
related revenue. As indicated in Table 1V.33, the auto parking concession is the number one non-airline
related revenue producer, followed by the rental car concessions, restaurant concessions, other concessions and
land and building rents, etc. 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 $ 8,169,011
R.C. Rental Cars $ 6,911,100
Food Restaurants $ 2,903,300
Other Conc. |Other Concessions $ 2,899,700
L&B Land and Building Rent | $ 2,139,300
FBO Fixed Base Operations $ 618,900
Other Oper. |Other Operating Revenue| $ 421,200
Hotel Hotel Commissions $ 469,300
Other Term. |Other Terminal Rent $ 31,200
Total $ 24,563,011

$9,000,000

$8,000,000 -

$7,000,000 -

$6,000,000 -

$5,000,000 -

$4,000,000 -

$3,000,000 -

$2,000,000 -

$1,000,000 - I

s H = =
Auto R.C. Food Other L&B FBO Other Hotel Other
Conc. Oper. Term.

A) Auto Parking Concession

The surface auto parking facilities at the Airport are presently being reconfigured and a new parking garage is
being constructed. All public parking at the Airport has historically been surface level only including two
short-term lots (A and B), four long term lots (1 through 4) and an employee lot. These facilities were operated
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by APCOA-R&G Parking pursuant to a Public Parking Facility and Shuttle Bus Service Operation Concession
Agreement from August 1, 1993 through April 6, 2000. As of April 7, 2000, APCOA Bradley Parking
Company, LLC and the Airport entered into a new twenty — five year Construction, Financing and Operating
Special Facility Lease Agreement, providing for the construction and operation of a 3,500 space parking garage
at the Airport, and for the maintenance and operation of all surface parking lots. Accordingly, the presentation
forecast 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
to a Public Parking Facility and Shuttle Bus Service Operation Concession Agreement. This Agreement gave
APCOA the right 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 to be
established by the State. All other parking rates were negotiated annually, with the State reserving the right to
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 indicates a 10-year increase on
the order of 20 percent to 76 percent depending on the lot and rate adjusted. For example, the rate for up to 7
hours of parking in long term lots 1 and 2 was increased from $7.50 to $9.00 from November 1989 to
September 1999, an increase of 20%. The rate for up to 7 hours of parking in the short-term facility was
increased from $9.50 to $16.75 during the same period, an increase of 76%. The September 1999 rate
schedule established pursuant to the previous parking agreement included a maximum daily rate for long-term
lots 1 and 2 of $10, and for long-term lots 3, 4 and 5, itwas $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 endingQRgdy 31,

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 to 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 equipment
inspection, maintenance and repair, accounting, record-keeping and reporting.

In consideration for its rights pursuant to this agreemgnt, EY 2000 Percentage Eee Scale
APCOA paid a percentage of gross parking receipts to iulu__ B ToM b i
Airport. The percentage in the third year of the initial term p# fom base rers (C))OOa(l))z)O 69ezr;fn

the agreement due to the Airport was 69 percent of the et '

$8,000,000. This was subsequently adjusted to 69.25 per
through the negotiation of the option terms. A sliding scale

+8n8,000,000

$ 9,000,000

85.009

af 9.000,000

$ 9,500,000

84.009

fees due to the Airport was established based on the levd

|$f9.500,000

$10,000,000

83.009

revenues to APCOA above $8 million. The sliding sc3

1510.000.000)

$10,500,000

80.009

effective through April 6, 2000 is shown at right. Table IV.

%$10,500,000

$11,000,000

78.009

includes actual vehicle parking revenues from 1994 throd
2000 including the current FY 2001 Budget.

%11.000.000

$11,500,000

76.009

$11,500,000

$12,000,000

74.009

$12,000,000

$99,000,000

72.009

Vehicle parking revenues included in the FY 2001 budget reflect the $8,169,011minimum guarantee

established in the new lease agreement. Itis not shown in Table IV.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 terms associated with the new agreement do not
include a sliding commission payment scale; rather, annual minimum guarantees and additional payments from
operating profits are in effect.
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Table IV.34
Bradley International Airport
Historic and Budget Parking Concession Revenues

Historic & Budget Parking Concession Revenues

12000000

10000000

8000000
6000000
4000000
2000000

1994 1995 1996 1997 1998 1999 2000

[S

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, Hertz, National, CT Car Rental,
Travelers (Dollar) and Enterprise. Total Rental Car revenues to the Airport are estimated at $6.9 million in the
FY 2001 budget. FY 2001 budget revenues by company are shown in Table V.35 along with total historic
revenues from 1994 through 2000.

The rental car companies previously entered into a Concession License Agreement effective for a maximum
five-year period ending October 31, 1999. Thege
agreements provided each company with space for pne  Rental Car Percent of Gross

kiosk in Terminal A and one in Terminal B and the rightfo __Receipts Scale Through 10/31/1999

pick up and discharge customers at designated afda®m Base To Max Percent
outside of each terminal. Each rental car company paydtige - $ 150,000 6.000
greater of a minimum guarantee, or a percentage of'l'gs 150.000| $ 300.000 7 509
gross receipts, to the Airport. The percentage of gr s 300’000 5 600,000 9000
receipts fee scale used in the agreement that expped—— ’ .
October 31, 1999 is shown at right. The scale in effect ai 600,000 $999,000,004 10.00°

of November 1, 1999 is a flat 10% of gross.
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The minimum annual revenue guaranteed to the Airport has varied based 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
below.

Rental Car Company Minimum Annual Guarantees

Reflected In Prior Agreements That Expired 10/31/1999

Year | Alamo Avis Budget Group  Hertz Nationa Total

1995 | $391,507 $621,000 $210,500 $717/000 $250,008 $2,190,015

1996 | $407,677 $636,750 $220,500 $751}600 $250,008 $2,266,535

1997 | $424,494 $653,250 $230,500 $782/500 $250,008 $2,340,752

1998 | $441,984 $669,750 $240,500 $810{600  $250,008 $2,412,842

1999 | $460,174 $686,250 $250,500 $835/000  $250,008 $2,481,932
For the fiscal year ending June 30, 2000, the total - FY 2001 Rental Car Company

- .. Minimum Guarantees (New Agreement)
minimum guarantees were $3,288,318 based onjthe: Company inimum Guaranice
October 31, 1999 expiration date. The minimu
guarantees in effect for FY 2001 for each compafigertz Corp. $ 1,168,96(
pursuant to the new agreement are shown at rigfiis Rent A Car $ 1,148,633
Historic and FY 2001 Budget concession reveny&ational Car Rental $ 651,404
are shown in Table IV.35. As indicated, thEBudget Group $ 339,428
percentage fees due to the Airport have historicdfyollar / Travelers Rental| $ 299,0do
_exceeded the minimum _guarantees. Fee;_ h Bterprise Rent A Car | $ 108.0do
increased from $4 million in 1994 to $6.9 millior Conn Car Rental 3 >2.00D
in the FY 2001 Budget. :
Alamo Rent A Car $ 10,000
Total Minimums $ 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
atthese locations. Avis, Budget Group, Hertz and National also separately lease rental car service areas at the
Airport. The space and rent associated with these service areas are listed below. This rentis notincluded in the
rental car revenues shown in Table IV.35. This revenue is included in Land and Building Rentals discussed
later in this Report.

Tenant Square Feet Rate / S.F. (1) Rent
Avis 132,162 $.55 $72,689
Budget Group 134,985 $.55 $74,242
Hertz 192,015 $.55 $105,608
National 133,061 $.55 $73,184
Alamo (Off-Airport) 0 0

(1) Rate effective through 6/30/2004. Effective 7/1/2004, this rate increases to $.68 / S.F.
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Table 1V.35
Bradley International Airport
Historic and Budget Rental Car Concession Revenues

FY 2001 Rental Car Revenue

FY 2001 Rental Car Concession Revenues

Hertz $2,022,800 | | szsooee
AViS $ 1,480,900 $2,000,000
National $ 1,246,500

$1,500,000

Budget Group | $ 831,500

Alamo $ 476,500 somom
Travelers $ 392,800 $500,000
Enterprise $ 242,700
s
CT Car Rental $ 217,400 Hertz Avis National Budget Alamo Travelers Enterprise CT Car
Total Revenue| $6,911,100 Group Rental
Total Historic & Budget Rental Car Concession Revenues
$8,000,000
$6,911,100
$7,000,000
$6,000,000 $5,663,030
5000000 1™ 54,001,848 $4 55 >
’ ’ $4,114,640
$4,000,000 - ; ;
$3,000,000 A
$2,000,000 -
$1,000,000 -
$0 - ‘ ; . . . .
1994 1995 1996 1997 1998 1999 2000 2001

C) Restaurant Concessions

There are three concession agreements included in restaurant concession revenues. The food and beverage
concession held by Host of Hartford represents the greatest portion of restaurant concession revenue with
approximately $2.2 million included in the FY 2001 budget. The budget also includes approximately
$665,800 in revenue expected from the in-flight catering service concessions held by Dobbs and LSG/Sky
Chefs.

The food and beverage concession was granted to Host of Hartford in 1984aadtyrincludes twelve areas

within the Murphy Terminal and Terminal A totaling 24,489 square feet. The rights granted to Host include
food and alcoholic beverage sales in concession areas and VIP rooms in both terminals. The rights
specifically excluded are cigarette and candy sales and in-flight catering services. The State reserved the right
to grant to others the privilege of selling gourmet packaged food, bottled wine, bulk health foods, lobsters and
ice cream and to establish vending operations. However, if food and beverage concessions are granted to
others, they must be at the rates established in the Host agreement and Host is due credits against its minimum
guarantee equivalent to the fees paid by the other concessionaires.
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The term of the food and beverage concession is 20 contract - years ending 3/31/2004. It may be extended by
the State in increments of five years subject to mutual agreement with Host on percentage fees. In
consideration for its rights, Host pays the Airport the greater of a minimum annual guarantee or a percentage of
its gross receipts. The minimum annual guarantees included in the agreement are shown below.

Host of Hartford Minimum Annual Guarantees (Calendar Years)
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 $1,119,000 2000 $2,228,000
1991 $1,130,000 2001 $2,247,000
1992 $1,141,000 2002 $2,268,000
1993 $1,152,000 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 Table
IV.36. Table 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 guarantee.
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 calerz0Qghe

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
maintenance expenses. It also maintains a renewal and replacement 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 refurbish
concession space.

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 to the State through April
2000, which increases to 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 IV.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 |$ 1,712,000 | $ 1,723,500 | $ 1,978,000 | $ 2,237,500 | 20.00% 12.00% 5.00%
In Flight Catering |$ 553588 |$ 589632|$% 621,846 |$ 665,800 N/A N/A N/A
Total $ 2,265588 [ $ 2,313,132 [ $ 2,599,846 | $ 2,903,300
Restaurant Concession Revenues By Category
$2,500,000
$2,000,000 : .
B1998 [M 1999 E 2000 @ 2001
$1,500,000 -
$1,000,000 -
$500,000 -
$ A A
Food & Beverage In Flight Catering
Total Historic & Budget Restaurant Con  cession Revenues
$3,500,000
$2,903,300
$3,000,000
$2,599,846
$2.500,000 $2,228,651 $2,265,588 $2,313,132
$1,856,590 $2,068450 o jem’
$2,000,000
$1,500,000 -
$1,000,000 -
$500,000 -
$0 - ‘ ‘ ‘ ‘ ‘ ‘ ‘
1994 1995 1996 1997 1998 1999 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.
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D) Other Concessions

The other concession category shown on Table V.37 includes a wide variety of concessions and services
provided at the Airport. The greatest contributor to this revenue category is the Airport gift shop concession
operated by Paradise with FY 2001 budgeted Airport revenue of $1,052,600. The next greatest contributor to
this category of revenue is the Airport’s valet parking operations (off-airport parking). $637,200 in revenue
from off-airport parking is budgeted for FY 2001. The third largest contributor to other concession revenue is
the advertising concession granted to Ackerley Airport Atisiag with FY 2001 budgeted Airport revenue of
$337,700. These three operations represent approximately 70% of total other concession revenue and each is

addressed below:

Table IvV.37
Bradley International Airport
Historic and Budget Other Concession Revenues

Other Concessions FY 2001
Paradies $ 1.052.600 Total Historic & Budget Other Concession Revenue
Valet Parking $ 637,200 | | $3.500,000
Ackerley $ 337,700
AVI $ 207,300 | | %
Roncari $ 130,800 | |s2.500000
Various $ 116,300
Intl. Total Service $ 98,700 | | $2.000,000 -
AGI $ 81,800
KCR $ 65,000 | |
Miami Aircraft $ 53,100 | | 41 000,000 |
Smart Carte $ 29,900
C&M Enterprises $ 28,900 $500,000 1
East Coast $ 24,400
$.
Integrated $ 21’000 1994 1995 1996 1997 1998 1999 2000 2001
Badging $ 15,000
Total $ 2,899,700
FY 2001 Other Concession Revenues By Company
$1,200,000
$1,000,000 -
$800,000 -
$600,000 -
$400,000 -
$200,000 -
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Actual values are shown for 1994 through 2000. FY 2001 represents the current budget for other
concession revenues.
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o 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
(thatis packaged and sealed by the supplier), clothing, electronics, cosnifiiceglth 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 areas occupied in Terminals A and B. The term of the
agreementis 20 years ending January 31, 2006. The percentage fees that became effective in 1990 apply
to all merchandise (except employee discounts) and are shown below:

= 20% of the first $2.5 million gross receipts

= 22% of gross receipts in excess of $2.5 million
= 24% of gross receipts in excess of $3.5 million
= 26% of gross receipts in excess of $4.5 million

The minimum annual guarantees for the last 10 years of the agreement are shown below:

Gift Shop Minimum Annual Guarantees
Lease Year Minimum Minimum
Ending Jan. 31 Guarantee Year Guarantee
1997 $641,000 2002 $818,000
1998 $673,000 2003 $860,000
1999 $707,000 2004 $860,000
2000 $742,000 2005 $860,000
2001 $779,000 2006 $860,000

The gift shops generate revenue above these minimums. In fiscal year 2000, gift shop revenue to the
Airport was $1,039,952 while the minimum guarantee was $721,584. All fees are subject to
renegotiations in the event of a terminal expansion that does not utilize Paradies of Hartford, Inc. as the
gift shop operator in the expanded area.

o 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 off/pick up Airport passengers. These
operators pay the Airport 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.

0 Advertising Concession -The Airport advertising concession was granted to Ackerly Airport Advertising,
Inc.in 1996. Sky Sites subsequently acquired Ackerly. This concession permits the solicitation and sale
of advertising space and facilities at designated locations in the Terminal Building. The term of this
concession was originally five years ending April 30, 2001. Airport compensation from the advertising
concession has historically represented 65 percent of the gross revenue or the following minimum annual
guarantees:
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Advertising Concession Minimum Guarantees
Year Ending Minimum Annual Guarantee
April 30, 1997 $195,000
April 30, 1998 $220,000
April 30, 1999 $240,000
April 30, 2000 $250,000
April 30, 2001 $265,000

The advertising concession has generated revenue above these minimums. Budget revenues for FY 2001
are $337,700. . 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 50%

of the gross receipts.

o Miscellaneous ConcessionsA variety of miscellaneous concession activities represents the remaining

30%, or $872,200, of other concession revenue and is shown on Table 1V.37. The Airporagcaststo

motor buses for public transportation purposes. This access is granted for a fixed fee per bus.
Miscellaneous Concessions includes such concessionaires as AVI, Roncari, International Tots Servi

AGI, KCR, Miami Aircraft, Smart Cart and others.

E) Land and Building Rental

Land and building rentals presently generate 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, fised-tperator, 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 10 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

$.211t0 $1.02 per square foot annually. The Airport has included frequent rentggceatations in its land and

building leases.
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Table 1V.38
Bradley International Airport
Historic and Budget Land and Building Rent

FY 2001 Budget Revenue Historic / Budget Growth
Tenant Name Activity  JAnnual Rent Cum. % Year Revenue From 1994
UPS Cargo $ 469,200 22% 1994| $ 1,501,707 N/A
U.S. Airports FBO / GA $ 357,900 39% 1995| $ 1,865,003 24%
Signature Flight FBO/GA | $ 209,100 48% 1996| $ 1,867,444 24%
TAC FBO / GA $ 177,300 57% 1997| $ 1,907,371 27%
US Postal Service [Cargo $ 175,400 65% 1998| $ 1,942,985 29%
CIGNA / Aetna FBO / GA $ 124,600 71% 1999| $ 1,990,143 33%
Learjet / Canadair [FBO/GA | $ 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 | $ 72,700 91%
$2,500,000
Travelers Other $ 65,400 94%
Sprint Other $ 50,000 97% $2,000,000
Various Other $ 41,400 98%
Bell Atlantic Other $ 20,000 | 99%| |¥-°00000 1
AMR Combs FBO / GA $ 12,900 100% $1,000,000 A
Total $ 2,139,300
$500,000
$_
< n [{e} N~ o0} [e2] o —
& 88388 ¢ ¢
$500,000
$450,000 4
$400,000 4
$350,000 1 FY 2001 Budget
$300,000 4
$250,000 4
$200,000 4
$150,000 4
$100,000 4
$50,000 A
$_
0(2% ‘?5&0(@ é\fb&\z < @Qob}q} \‘?Q'@fb ré‘fb&b}& ng& c)"’O& \O@QQ . (\7}0,0 3 Qx&é\\ @Q}?} & OQ\V
% 2 N N \C & 5 & <
N © & & S <
\/éb

Feasibility Report of the Airport Financial Consultant Page IV - 56



The Louis Berger Group, Inc. Bradley International Airport Terminal Improvement Project

F) Other Non Airline Revenue

The remaining revenue shown in Table 1V.33 includes Fixed Base Operators, Other Operating Revenue, 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 fees 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 from $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 from a large number of airport 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
increased 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% to 64% of total operating revenues, and increased from 88% to
over 100% of total operating expenses during the same period of time.

Table IV.39

Bradley International Airport
Historic and Budget Total Non - Airline Revenue

Actual Actual Actual Actual Actual Actual Actual Budget
1994 1995 1996 1997 1998 1999 2000 2001
Auto Parking $ 5769506 |$ 6,262805|% 6,897,191 [$ 7,408538|$ 7,974,156 |$ 9,073,162 |$ 10,029,716 | $ 8,169,011
Rental Cars $ 4,091848|% 3,665918|$ 4,114640|$ 4,511,155|$% 4,973,101 |$ 5,663,030 |3$ 6,790,804 |3$ 6,911,100
Restaurants $ 1,856590|% 2,068459|% 2,231,491 |$ 2,228,651 |% 2,265588|% 2,313,132 |3$ 2,599,846 | $ 2,903,300
Other Concessions $ 1,745420|$ 1,953975|% 2,086,609 [$ 2,171,674|$ 2,192443|$ 2453951 |$ 2,918,834 |$ 2,899,700
Land & Building $ 1,501,707 |$ 1,865003|$ 1,867,444 [$ 1,907371|$ 1,942985|$% 1,990,143 |$ 2,152,759 | $ 2,139,300
Fixed Base Ops $ 508,458 | $ 583,728 | $ 659,715 | $ 397,678 | $ 614,331 | $ 650,539 | $ 668,475 | $ 618,900
Other Operating $ 581,101 | $ 455,679 | $ 438,598 | $ 473542 | $ 512,326 | $ 505,403 | $ 484,220 | $ 421,200
Hotel Commission $ 400,000 | $ 265,654 | $ 400,000 | $ 400,000 | $ 400,538 | $ 406,017 | $ 453,772 | $ 469,300
Other Terminal Rent* | $ 164,525 | $ 171,693 | $ 181,980 | $ 181,783 | $ 183,804 | $ 188,270 | $ 89,407 | $ 96,039
Total Non Airline $ 16,619,155 | $ 17,292,914 | $ 18,877,668 | $ 19,680,392 | $ 21,059,272 | $ 23,243,647 | $ 26,187,833 | $ 24,627,850
Total Oper. Revenue | $ 27,986,014 | $ 30,599,569 | $ 31,819,465 | $ 32,731,043 | $ 35,645977 | $ 36,358,898 | $ 41,307,191 | $ 40,288,595
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
Non Airline Revenue % of
Total Oper. Revenue 59% 57% 59% 60% 59% 64% 63% 61%
Operating Expense 88% 92% 92% 100% 109% 109% 120% 100%

* Represents non airline terminal rent segregated efective with FY 2001 Budget.
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H) Non — Airline Revenue Projection

The non-Airline revenues generated at the Airport consist of terminal and related concessions, land and
building rents, and other non — airline revenues. The methodologies and assumptions utilized to project these
revenues vary by source and are addressed separately below.

a 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% annually, and/or enplaned passengers, which are escalated in
accordance with the Base Case Traffic Projection presented in Chapter Il. These projections also consider
percentage of gross receipts scales and minimum guarantees.

o Auto Parking Concession Table V.40

The auto parking projection is based upon the minimuRtojected Parking Concession Revenue
annual guarantees established in the recently completed

lease finance agreement for the new vehicle parking garj&ggeal Year Parking Revenue
being constructed at the Airport and for the surface park|2@01 $ 8,169,011
operations. The revenue projection (minimum guarantg§05 $ 8,877,128
is shown in Table IV.40. Since the lease finance agreen)2di0 $ 9,849,205
ends in FY 2025, the minimum guarantee was exten 5 $ 10,927,728
through the end of that year and increased at 2% anmﬁo $ 12,124,354
for the remainder of the forecast period. As indicatqdp25 $ 13,759,130
parking revenues are projected to increase from $8.22@80 $ 15,191,191
$15.1 million.

0 Rental Car Concessions Table IV.41

Airport revenues from the rental car concessions are af¥@iected Rental Car Concession Revenue
projected to grow in proportion to enplaned passengets

and consumer prices. This projection is based on the |Eigcal Year Rental Car Revenue
2001 budgeted rental car company gres=ipts of $69.1 |2001 $ 6,911,100
million and the Airport's 10% of gross receipts fe¢2005 $ 8,465,084
Projected revenues are shown in Table IV.41. 2910 $ 10,584,018
indicated, Rental Car revenues are projected to incrg28a5 $ 12,570,507
from $6.9 to $19.1 million. 2020 3$ 14,412,406
2025 $ 16,471,663
2030 $ 19,117,769
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a Restaurant

This revenue category covers the in fIighhjﬂme V.42

catering operatlon_s as well as the term'n@rojected Restaurant Concession Revenues
restaurants. Projected revenues for the

flight catering operations are based on tEiscal vear | Host Marriott Ih-Flight Catering | Total

FY 2001 budget revenues which afgooz $ 2,237,500 | $ 665,800 | $ 2,903,300
increased with the enplaned passenggos $ 1,251,830 | $ 815,507 | $ 2,067,337
forecast and inflation annually. 2010 $ 1,564,230 [ $ 1,019,641 | $ 2,583,871
The restaurant concession is operated |35 $ 185721515  1211015]% 3,068,230
Host Marriott pursuant to a concessiogo22 $ 2120008 |3 1,388,459 |9 3,517,467
agreement that expires on March 31, 2004222 $ 243286319 1586843 |9 4,019,706

2030 $ 2,823,145 |$ 1,841,763 | $ 4,664,908

The concession provides for percentage
gross receipts payments of 20 percent on alcohol, 12 percent on food and five percent on employee sales and
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 guarantee. 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 Airport revenue projection.
Through 2003, the minimum annual guarantees for the terminal restaurant concessionaire are projected to far
exceed commissions calculated pursuant 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 commission
percentages that existed in the agreement that expires on March 31, 2004 are used for projecties. plispo
indicated in Table 1V.42, restaurant concession revenues are projected to increase from $2.9 million to $4.7
million by 2030 including the anticipated decline in revenue with expiration of the restaurant minimum
guarantee.

a Gift Shop Concessions

The Airport gift shops are operated by Paradies-Hartforghple 1v.43
Inc. pursuant to a concession agreement that expifggjected Gift Shop Concession Revenue
January 31, 2006. The gift shop pays percentage fees on
a graduated scale beginning at 20 percent of the first §2i5.a1 vear Gift Shop Revenue
million and ending at 26 percent of gross revenue|#ho1 $ 1.052.600
excess of $4.5 million. No change in the percentage fggos 3$ 1,336,500
scale has been assumed. The minimum annual guargpeg $ 1,723,611

$

$

$

increases from $779,000 in lease year 2001 to $860,5{) 5 2.086.526
for 2003 through 2006. Concession revenues from [hg,q 2.423.026
Airport Gift Shops are projected using FY 2001 budq%25 2.799.235
gross receipts and the existing fee structure. Receipts*ffégo $ 3.282.656
escalated as a function of enplaned passengers and

inflation. From FY 2001 through FY 2005, the revenues projected consider existing minimum annual
guarantees. For FY 2006, both the minimum guarantee and commission fee structure are used to project
revenues. From FY 2007 on, the projected revenues are developed using the commission fee structure that
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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a Off-Airport Valet Parking

It has been previously noted that the Airport only enjoys’@ple V.44
share of the total market for vehicle parking. The oth&roiected Off Airport Valet
portion of the market is held by the off-Airport ValetParking Concession Revenue

parking operators. A separate revenue projection has heen

prepared for these operators based upon the (:urrenthﬁ‘aal Year Parking Revenue
percent of gross revenue fee assessed for the privileg@@L $ 637,200
accessing the Airport for this purpose. This projection|{2005 $ 641,725
based on the FY 2001 budget and is escalated|[2&10 $ 872,065
accordance with the enplaned passenger forecast assuiig $ 1,042,326
increases in the parking rates matching those anticipg2&20 $ 1,190,636
pursuant to the vehicle parking garage lease finap2@2s $ 1,344,510
agreement discussed above. Rate increases are exped2iBat $ 1,413,393

five-year intervals effective July 1, 2007. The projected increases are 20%, 11.11%, 10% and 200% in
2012, 2017 and 2022 respectively.

It is also assumed that in FY 2003, an 11% decline is experienced as a consequence of the opening of the
Airport parking garage. The decline is based on the additional spaces available on the Airport as a percent of
the off airport parking spaces. As indicated in Table 1V.44, Off Airport Valet Parking revenue is projected to
increase from $637,200 in the FY 2001 Budget to $1,413,393 in 2030.

The vehicle parking, rental car, gift shop and restaurant concession revenues discussed above are all sensitive
to enplaned passenger levels and inflation and have been projected with consideration given to both of these
factors, and minimum annual guarantees, when appropriate. In addition to these revenues, the Airport
generates revenues as previously documented from other concessions and from land and building rentals.
These revenues are notimmediately and directly sensitive to passenger levels due to the nature of the activity
represented. However, the revenues may increase generally as a function of inflation and in accordance with
minimum guarantees and other lease terms and conditions:

o Other Concessions

Annual revenue from other concession activity is projected to grow from the base year 2001 level of $1.2
million to $2.2 million annually at the end of the forecast period. Other concessions include ground
transportation, ground handlers, advertising, Roncari’s cargo services, thefR€guilding, baggage carts

and other concessions. These activities 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 Traisportaion $250.201 $444.28. | 2% Annual Inflaton
Ground Handlel $279.001 $613.09( | Fraaht Foreca:
Advertisina $337.701 $599.70. | 2% Annual Inflaton
Roncar $130.801 $293.67 | Minimums & Freaht
KCR Konove $65.00( $119.50. | Minimums & Inflaion
Bacaaae Carl $29.90( $53.09¢ | 2% Annual Inflaton
Othe $117.001 $117.30! | Held Constar
Total $1.209.90 $2.240.66
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0 Land and Building Rent Projections

Annual revenue from land and building rental isaple 1v.45
projected to increase from approximately $2.3 millioprjected Land and Building Rent
in the FY 2001 Budget to $4.4 million in 2030. This

projection considers existing occupancy, rental rafeScal Year Rental Rvenue

and scheduled increases as documented by a reviey@i1 $ 2.331.700
budget data and tenant lease files. Accordingly, {3805 3$ 2.597.596
projection of land and building rent accounts for thegg) o $ 2.866.691
scheduled escalations and uses an annual inflafigi 5 $ 3.209.245
adjustment of 2% in cases where scheduled escalat[ggs $ 3.599.297
were not indicated. The inflation adjustment is al$g)s $ 4.047.068
used on an annual basis at the expiration of existBgs, $ 4.443.392

leases. The projection of land and building rent 1S
shown in Table IV.45.

a Other Non Airline Revenue Projections

The remaining categories on non-airline revenue include other operating revenue, hotel commissions and fixed
base operator percentage of gross revenue fees. Total revenues budgeted from these sources was approximately
$1.5 million. These revenues are projected to increase to $2.6 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 is
then increased at the same rate as that forecast for general aviation activity at the Airport — 1.5%
annually. FBO revenues are projected to increase from $618,900 to $953,094.

= Hotel - The revenues projected represent the FY 2001 budget escalated at 2.0% annually for an increase
from $469,300 to $883,404

= Other Revenue — Includes such miscellaneous income as finance charges, utility and other expense
reimbursements. An inflation adjustment of 2% is applied for projections. Revenues are projected to
increase from $421,200 to $747,986.

» Other Terminal —Fixed terminal concession rental from Smart Cart and Paradisased with inflation
from $31,200 to $56,046

a Total Non Airline Revenue Projection

Total revenues from non-airline sources are shown in Table IV.46. As indicated, non-airline
revenues are projected to increase from the FY 2001 Budget of $24.6 million to approximately $52.6
million by the end of the forecast period. Non airline revenues as a percent of total expenses vary
between 57% and 75% of total expenses consistent with the expiration of debtin 2013 and 2021and
reflecting the conservative nature of assumptions for revenue growth versus assumptions for
increases in operating expenses.
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Table IV.46

Bradley International Airport
Total Projected Non - Airline Revenue

Budget
Non Airline Revenue 2001 2005 2010 2015 2020 2025 2030
Rental Cars $ 6,911,100 $ 8,465,084 |$ 10,584,018 | $ 12,570,507 | $ 14,412,406 | $ 16,471,663 | $ 19,117,769
Hotel Commissions $ 469,300 | $ 507,985 | $ 560,857 | $ 619,231 | $ 683,681 | $ 754,840 | $ 833,404
Restaurants $ 2903300|%$ 2,067337|% 2,583870|% 3068230 (% 3,517,467 |$ 4,019,706 % 4,664,909
Gift Shop $ 1052600|% 1,336500|% 1,723611|% 2,086526|% 2,423,023|$% 2,799,235|$% 3,282,656
Valet Parking $ 637,200 | $ 641,725 1 $ 872,065|$% 1,042,326 |$ 1,190,636 |$ 1,344510|$ 1,413,393
Other Concessions $ 1209900 |$ 1,345938|$ 1,575,776 |% 1,766,115|$% 1,930,688 |$% 2,077,470 $ 2,240,666
Fixed Base Operations $ 618,900 | $ 656,878 | $ 707,644 1 $ 762,334 | $ 821,250 | $ 884,719 | $ 953,093
Land and Building Rent $ 2,139300|$ 2,389,336 |$ 2,636,755 % 2,955,378 |$ 3,319,007 |$ 3,737,605|$ 4,101,720
Auto Parking $ 8,169,011 |$ 8877,128|$ 9,849,205|$ 10,927,728 | $ 12,124,354 | $ 13,759,130 | $ 15,191,191
Other Operating Revenue | $ 421,200 | $ 455,920 | $ 503,373 | $ 555,764 | $ 613,609 | $ 677,474 | $ 747,986
Other Terminal Rent $ 31,200 | $ 34162 | $ 37,717 | $ 41,643 | $ 45977 | $ 50,762 | $ 56,046
Total $ 24,563,011 |$ 26,777,994 | $ 31,634,891 |$ 36,395,782 | $ 41,082,098 | $ 46,577,114 | $ 52,602,833
Adjusted Expenses* $ 25,039,369 | $ 30,856,279 | $ 36,695,958 | $ 43,649,780 | $ 51,931,346 | $ 61,795,332 | $ 73,535,805
Existing GARB $ 09,688508|% 8,888806|% 8,804,7911]9% - $ - $ - $ -
New GARB (Non PFC) $ - $ 6,933870|% 6,932,620 % 6935939 |% 6,933,720 | $ - $ -
Total Expenses $ 34,727877 | $ 46,678,955 | $ 52,433,369 | $ 50,585,719 | $ 58,865,066 | $ 61,795,332 | $ 73,535,805
Non - Airline Revenue as
% of Total Expense 71% 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
$101.3 million 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 passenger and a collection fee of $.08 per PFC retained by the cdlléating a
Therefore, the maximum PFC revenue per passenger to the Airport is $4.42. This revenue can only be
collected for and spent on eligible, approved, projects. In the case of a $4.50 PFC, the projestlnaust
significant contribution to improving safety and security, increasing airline competition, reducing 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 PFC 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 V.47 below. As indicated, the Airport's PFC revenue and interest
earnings from FY 1994 through FY 2000 totaled $44.4 million.

Table IV.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
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 PFC revenue, the enplaned passenger forecast and variables affecting PFC collections such as non-PFC
paying passengers (i.e., 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 fee. Each of these factors are addressed
below:

PFC Revenue Commitments The Airport has previously collected PFCs at the $3.00 level for a variety of
approved projects including construction of Fire Station 1 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 earnings, 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 PFC Application for the Terminal Improvement Project was
submitted October 30, 2000. Based on FAA approval and carrier notice timelines and requirements, the
effective date of collections for the Terminal Improvement Project is expected to be May 1, 2001.

Enplaned Passenger Forecasthe passenger forecast is presented in Chapter Il of this Report. Itincludes a
“Base Case” and “Southwest Effect” forecast. The PFC revenue projection uses the Base Case, which
represents the Project Team'’s best estimate of future enplaned passengers without including Southwest
Airlines and the increase in demand resulting from lower airfares. The Base Case generally reflects demand
increasing from 3.3 million enplaned passengers in FY 2000 (exclusive of Southwest) to 5.2 million
passengers by FY 2030. Southwest commenced its service effective October 31, 1999 and enplaned 238,153
passengers through June 30, 2000.

Non-PFC Paying Passengers -An PFC Collection Rates

adjustment to the enplaned passenger Year Ended 6/30 1999 2000 Total
forecast in order to reflect passengers thREC Revenue Reported | $ 7,962,598 9,862,523 $ 17,825,115
are exempt from payment of the PF{Net Fee Per Passenger | $ 2.03 2.92] $ 2.92

because they are flying on frequent flygPFC Paying Passengers | $  2,726,91%3,377,576| $ 6,104,491
miles, on an exempt carrier or an exem{iotal Enplaned Passengefs$  2,968,2673,476,803 $ 6,445,070
leg of a multi-segment fare. ThesgEollection Rate 91.9% 97.1p6 94.1%
exemptions are permitted in the PFC regulation. As indicated in the table shown above, actual data for 1999
and 2000 indicate that 5% of total enplaned passengers do not pay the PFC. This is assumed to continue
throughout the forecast period.

Amount of the PFC —The maximum PFC presently permitted pursuant to applicable regulations is $4.50 per
enplaned passenger provided the project meets the significant contributions test described above. The
Terminal Improvement Project clearly will meet these tests. The Airport submitted its application to impose
the maximum fee permissible on October 30, 2000.

Carrier Collection Fee - The existing fee paid to the air carriers for services rendered in the collection of
PFCs on behalf of airports is $.08 per PFC. This is established in the PFC regulation and assumed constant
throughout the planning period.

The forecast of PFC revenues available for the Terminal Improvement Project resulting from the assumptions
noted above is presented on Table IV.48. As indicated, PFC paying passengers are forecast to increase from
527,456 in the portion of FY 2001 during which collections will be made for the Terminal Improvement
Project, to approximately 5 million paying passengers at the end of the 30-year forecast period. PFC revenues
available for the project will begin to be collected in May 2001. This results in Fiscal Year 2001 PFC revenue
collections of approximately $2.3 million. Total PFC revenue in 2001 of $5.9 million includes the excess
collections from the Airport’s prior application. The first full year’s collections in the year 2002 are estimated

to produce $14.5 million for the project. PFC revenues are projected taiseto over $22 million during the
30-year forecast period.

The use of PFC funds to construct the Terminal Improvement Project will affect the operating agreements of

all 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-financed facilities. The regulation defines an exclusive long-term
lease or use agreement as an exclusive lease or use agreement between a public agency and an air carrier or
foreign air carrier with a term of five years or more. There are three assurances included in the regulations
relative to long-term exclusive leases that the Connecticut Department of Transportation will have to make in
order to use PFCs for the project. Each assurance is recited below:
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0 Regulation Assurance Number 5 Nonexclusivity of contractual agreements. It will not enter into an
exclusive long-term lease or use agreement with an air carrier or foreign air carrier for projects funded by
PFC revenue. Such leases or use agreements will not preclude the public agency from funding,
developing, or assigning new capacity at the airport with PFC revenue.

0 Regulation Assurance Number 6 -Carryover provisions. It will not enter into any lease or use
agreement 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 carryover
provision regarding a renewal option which, upon expiration of the original lease, would operate to
automatically extend 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 foriktiesh fac

0 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 or in
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 fully utilized and is 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 a term of 30 years
expiring June 30, 2011. These agreements provide for the occupancy of common and exclusive space within
the existing terminal facilities. Accordinglthe existing Air Carrier Operating Agreements cannot be used, as

is, for the Terminal expansion to be financed in part with PFQHe existing agreements would violate
assurance Number 5 cited above. There are two alternatives to provide for the occupancy 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 to the
facilities financed with PFCs; or

2. Draft and negotiate new agreements for the facilities to be financed with PFCs.

In accordance with assurance Number 7, the amendments or new agreements would have to include
termination provisions operative if any portion of air carrier exclusive use space 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 carrier 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 revenue projection is based on a net charge after carrier collection fees of $4.42 per enplaned
passenger. The projection uses the Base Case Traffic Projection presented in Chapter Il, a collection rate of
95% of 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 IV.48
along with gross PFC-eligible debt service presented in Table I11.3 above. Also shown is the interest earnings
on the PFC-eligible construction and debt service reserve funds. For fiscal year 2001, the PFC revenue
projection is based on 527,456 PFC-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. IN FY 2002,
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total PFC revenue and interest is $18.3 million. This is 2.27 times greater than the pledge of PFC revenue
made pursuant to the 2001 Indenture. The PFC revenue pledge is equivalent to 1.25 times PFC eligible debt
service. Projected PFC revenues and interest increase to approximately $23.08 mRD@ObPFC eligible

debt service is approximately $6.6 million annually through 2022. The wrapped structure of PFC-eligible and
non-eligible debt discussed previously in this Report is weighted fully toward the eligible debt in 2023. From
2023 through 2031, PFC-eligible debt is approximately $11.3 milliorially. As shown on Table IV.48, the

PFC revenue projection is consistently in excess of the pledged PFC revenue by a minimum factor of 1.50,
which occurs in 2023.

Status of PFC Collections
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Table IV.48 also depicts “PFC Escrow Potential”. Since PFCs can only be used for approved projects, PFC
revenue in excess of annual debt service (coverage) is escrowed for the purpubertatking additional PFC
eligible and approved projects, and for early retirement of the PFC Bonds. The additional capital program
previously discussed in this Report includes $24,530,794 in possible future PFC spending on the design,
engineering and reconstruction of Runway 6/24 and Runway 15/33. This spending is depicted on Table IV.49.
Deducting future PFC spending from the PFC Escrow Potential results in the PFC Net Annual Escrow also
shown on Table IV.49. The Cumulative Net Escrow shown includes 4% interest earnings. The PFC Debt
Service Reserve of $6,700,000 is added to this value to determine the Cumulative Rt ¢sinds. Table

IV.49 also depicts the declining balance of PFC eligible principal as annual debt service payments are made.
As indicated on Table 1V.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 furtiverchédrC

projects other than the two runway projects, it is estimated that the Airport will be in a position to defease the
PFC eligible debt service in Fiscal Year 2011. If called at this point in time, interest savings on the PFC
eligible debt would be approximately $89 million. If not called at this time, PFC revenues and interest are
projected to reach gross PFC-eligible debt service for the Terminal Improvement Projectin 2013. The PFC
component of the Terminal Improvement Project’s financial plan is clearly financially feasible.
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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 $ 4.50
Carrier Collection Fee $ 0.08
PFC Revenue To The Airport $ 4.42
Enter PFC Bond Debt Service Coverage Ratio (DSCR) 1.75

YEAR PFC Paying PFC Revenue [Const. & DSR [PFC Revenue [PFC Eligible FC Pledge roj. / Escrow
ENDING Passengers Projection Interest & Interest ebt Service Jl.ZS Debt  Plgdge Potential
6/30/01* 527,456 |$ 5889073 |$ - $ 58890733 - $ - $ 5,889,073
6/30/02 3,276,444 | $ 14,481,881 | $ 3,826,094 |$ 18,307,974 $ 6,454,779 |$ 8,068,474 227 |$ 11,853,195
6/30/03 3,375,080 | $ 14,917,852 | $ 1,426,266 [ $ 16,344,118 | $ 6,593,633 | $ 8,242,041 198|% 9,750,486
6/30/04 3,475,999 | $ 15363914 ] $ 433,427 |$ 15,797,341 | $ 6,613,258 | $ 8,266,572 191]$ 9,184,084
6/30/05 3,581,136 | $ 15,828,622 | $ 371,107 | $ 16,199,729 | $ 6,604,383 | $ 8,255,478 196|%$ 9,595,346
6/30/06 3,679,792 | $ 16,264,680 | $ 371,107 | $ 16,635,786 | $ 6,592,508 | $ 8,240,634 2.02 | $ 10,043,279
6/30/07 3,770,541 | $ 16,665,789 | $ 371,107 | $ 17,036,896 | $ 6,603,758 | $ 8,254,697 2.06 | $ 10,433,138
6/30/08 3,862,650 | $ 17,072,914 $ 371,107 | $ 17,444,020 | $ 6,593,008 | $ 8,241,259 212]1$ 10,851,013
6/30/09 3,957,237 | $ 17,490,987 | $ 371,107 | $ 17,862,094|$ 6,590,508 | $ 8,238,134 217 1% 11,271,586
6/30/10 4,055,452 | $ 17,925,099 | $ 371,107 | $ 18,296,205 | $ 6,605,508 | $ 8,256,884 2221$ 11,690,698
6/30/11 4,133,082 | $ 18,268,222 | $ 371,107 | $ 18,639,329 | $ 6,627,258 | $ 8,284,072 225]1% 12,012,071
6/30/12 4,189,219 | $ 18,516,347 | $ 371,107 | $ 18,887,454 |$ 6,626,008 | $ 8,282,509 2281 $ 12,261,446
6/30/13 4,246,168 | $ 18,768,060 | $ 371,107 | $ 19,139,167 |$ 6,631,314 |$ 8,289,142 231]$%$ 12,507,853
6/30/14 4,303,941 | $ 19,023,418 | $ 371,107 | $ 19,394525|$ 6,641,895|$ 8,302,369 2341$ 12,752,630
6/30/15 4,362,552 | $ 19,282,480 | $ 371,107 | $ 19,653,587 |$ 6,637,595 |$ 8,296,994 2.37]1$ 13,015,992
6/30/16 4,407,216 | $ 19,479,896 | $ 371,107 | $ 19,851,003 |$ 6,639,064 | $ 8,298,830 239]|$ 13,211,939
6/30/17 4,437,627 |$ 19614312 % 371,107 {$ 19985419 |$ 6,655358 [ $ 8,319,197 240 $ 13,330,061
6/30/18 4,468,270 | $ 19,749,755 | $ 371,107 | $ 20,120,862 | $ 6,675,608 | $ 8,344,509 241 | $ 13,445,254
6/30/19 4,499,148 | $ 19,886,235 | $ 371,107 | $ 20,257,342 |$ 6,691,158 | $ 8,363,947 242 1$ 13,566,184
6/30/20 4,530,264 | $ 20,023,765 | $ 371,107 | $ 20,394,872 |$ 6,702,058 | $ 8,377,572 2431 $ 13,692,814
6/30/21 4561618 |$ 20,162,351 | $ 371,107 | $ 20,533,458 | $ 6,707,558 | $ 8,384,447 2.45]$ 13,825,900
6/30/22 4,593,213 | $ 20,302,001 | $ 550,360 | $ 20,852,361 | $ 6,697,928 | $ 8,372,409 2491 $ 14,154,434
6/30/23 4,625,052 | $ 20,442,729 | $ 729,614 | $ 21,172,343 | $ 11,279,186 | $ 14,098,983 1501$ 9,893,156
6/30/24 4,657,136 | $ 20,584,541 | $ 729,614 | $ 21,314,155 | $ 11,278,545 | $ 14,098,181 1.51]|$ 10,035,610
6/30/25 4,689,468 | $ 20,727,448 1 $ 729,614 | $ 21,457,062 | $ 11,281,785 | $ 14,102,231 1.52|$ 10,175,277
6/30/26 4,730,124 | $ 20,907,146 | $ 729,614 | $ 21,636,760 | $ 11,282,680 | $ 14,103,350 1.53 ] $ 10,354,080
6/30/27 4,779,238 | $ 21,124,231 | $ 729,614 | $ 21,853,845 $ 11,280,140 | $ 14,100,175 1.55]| % 10,573,705
6/30/28 4828871 |$ 21,343611]$ 729,614 | $ 22,073,225 | $ 11,280,600 | $ 14,100,750 157 ]$ 10,792,625
6/30/29 4,879,031 | $ 21,565,317 | $ 729,614 | $ 22,294,931 | $ 11,282,300 | $ 14,102,875 158 | % 11,012,631
6/30/30 4,929,722 | $ 21,789,373 | $ 729,614 | $ 22,518,987 | $ 11,280,813 | $ 14,101,016 1.60 ] $ 11,238,175
6/30/31 4,980,946 | $ 22,015,782 | $ 729,614 | $ 22,745,396 | $ 11,279,625 | $ 14,099,531 1.61]$ 11,465,771
6/30/32 5,032,702 | $ 22,244,543 | $ 729,614 | $ 22,974,157 | $ 11,281,950 | $ 14,102,438 1.63]$ 11,692,207
* FY 2000 PFC revenues were collected for projects other than the Terminal Project. FY 2000 enplanements represent actual nop-Southwes
enplanements. FY 2001 collections for the Terminal Project will not commence until May 1, 2001 based on application procedure anfl approval
requirements. In addition to current collections, 583,718 in PFC reserve funds is included in the projection for FY 2001.
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Table 1V.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 Bond
Year Projects Escrow Plus Interest Including DSR Principal Principal
$ 6,700,000
2001| $ - $ 5,889,073 | $ 5,889,073 | $ 12,589,073 109,865,000 | $ -
2002| $ - $ 11,853,195 | $ 17,977,831 | $ 24,677,831 109,865,000 | $ -
2003| $ - $ 9,750,486 | $ 28,447,430 | $ 35,147,430 109,215,000 | $ 650,000
2004| $ - $ 9,184,084 | $ 38,769,411 | $ 45,469,411 108,515,000 | $ 700,000
2005] $ 1,200,000 | $ 8,395,346 | $ 48,715,533 | $ 55,415,533 107,790,000 | $ 725,000
2006( $ - $ 10,043,279 | $ 60,707,434 | $ 67,407,434 107,040,000 | $ 750,000
2007| $ 1,200,000 | $ 9,233,138 | $ 72,368,869 | $ 79,068,869 106,240,000 | $ 800,000
2008| $ 11,360,794 | $ (509,781)| $ 74,753,843 | $ 81,453,843 105,410,000 | $ 830,000
2009( $ - $ 11,271,586 | $ 89,015,583 | $ 95,715,583 104,540,000 | $ 870,000
2010] $ - $ 11,690,698 | $ 104,266,904 | $ 110,966,904 103,610,000 | $ 930,000
2011] $ 10,770,000 | $ 1,242,071 | $ 109,679,652 | $ 116,379,652 102,610,000 | $ 1,000,000
2012] $ - $ 12,261,446 | $ 126,328,284 | $ 133,028,284 101,560,000 | $ 1,050,000
2013| $ - $ 12,507,853 | $ 143,889,269 | $ 150,589,269 100,450,000 | $ 1,110,000
2014] $ - $ 12,752,630 | $ 162,397,470 | $ 169,097,470 99,270,000 | $ 1,180,000
2015] $ - $ 13,015,992 | $ 181,909,360 | $ 188,609,360 98,030,000 | $ 1,240,000
2016| $ - $ 13,211,939 | $ 202,397,674 | $ 209,097,674 96,720,000 | $ 1,310,000
2017] $ - $ 13,330,061 | $ 223,823,642 | $ 230,523,642 95,320,000 | $ 1,400,000
2018| s - |'$ 13445254 |$ 246,221,842 | $ 252,921,842 93,820,000 | $ 1,500,000
2019] $ - $ 13,566,184 | $ 269,636,900 | $ 276,336,900 92,220,000 | $ 1,600,000
2020] $ - $ 13,692,814 | $ 294,115,191 | $ 300,815,191 90,520,000 | $ 1,700,000
2021] $ - $ 13,825,900 | $ 319,705,699 | $ 326,405,699 88,720,000 | $ 1,800,000
2022] $ - $ 14,154,434 | $ 346,648,360 | $ 353,348,360 86,830,000 | $ 1,890,000
2023| $ - $ 9,893,156 | $ 370,407,451 | $ 377,107,451 80,125,000 | $ 6,705,000
2024] $ - $ 10,035,610 | $ 395,259,360 | $ 401,959,360 73,045,000 | $ 7,080,000
2025| $ - |$ 10175277 |$ 421,245,011 | $ 427,945,011 65,565,000 | $ 7,480,000
2026| $ - $ 10,354,080 | $ 448,448,892 | $ 455,148,892 57,665,000 | $ 7,900,000
2027] $ - $ 10,573,705 | $ 476,960,552 | $ 483,660,552 49,325,000 | $ 8,340,000
2028| $ - $ 10,792,625 | $ 506,831,600 | $ 513,531,600 40,515,000 | $ 8,810,000
2029] $ - $ 11,012,631 | $ 538,117,494 | $ 544,817,494 31,205,000 | $ 9,310,000
2030( $ - $ 11,238,175 | $ 570,880,369 | $ 577,580,369 21,370,000 | $ 9,835,000
2031] $ - $ 11,465,771 | $ 605,181,354 | $ 611,881,354 10,980,000 | $ 10,390,000
2032 $ 11,692,207 | $ 641,080,816 | $ 647,780,816 - $ 10,980,000
$ 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 outstanding, all deposit requirements
of the 1982 Indenture must be fulfilled before the State directs the 1982 Indenture Trustee to tradsfenrf

the purpose of the 2001 Indenture. When the 1992 Refunding Bonds are paid or othergdsedghe 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 IV.50. Total Airport revenue
consists of Airline Revenue, Non-Airline Revenue, Non-PFC Interest and funds held within the Airport
Coverage Account maintained pursuant to the 1982 Indenture.

The airline revenue shown in Table 1V.50 include all Terminal Building Rent, Landing Fees and Apron Fees
generated pursuant to the Airport’'s compensatory rate setting approach. Also included are the projected
revenues from the new FIS Building and the incremental rents and fees 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.50 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 constructiesdptly 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 Airport'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 guarantee, 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 IV.50, Total Airport Revenue is projected to increase from $46.1 million in FY 2001 to
$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 maintain the
required 25% reserve. Net Revenue for 1992 Refunding Bond debt service is determined by subtracting the
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Operating Expense projection from the Total Airport Revenue Projection, which is then divided by 1992
Refunding Bond Debt Service to determine coverage. Asindicated, minimum 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 is 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 Transferred 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. Asindicated in Table IV.50, these transfers
are projected to increase from $8.9 to $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 $8.1 to $14.1 million consistent with the eligible debt
service schedule.

As indicated on Table I1V.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 2001 2002 2003 2004 2005 2006
Airline Revenue $ 15,725,584 | $ 16,610,919 | $ 18,239,548 | $ 23,048,315 ] $ 24,411,044 | $ 24,951,128
Non Airline Revenue $ 24,563,011 | $ 25,374,790 | $ 26,084,371 | $ 26,564,701 | $ 26,777,995 | $ 27,679,551
Non - PFC Interest $ 3379893 |$% 1049258 | 1339176[1% 1656141]1$ 2081263 |3$ 2347651
Airport Coverage Account $ 24221271$ 2246739 |$ 2229605 |$ 2225793 |$ 2222202 |$ 2,217,977
Total Airport Revenue $ 46,090,615 | $ 45,281,706 | $ 47,892,701 [ $ 53,494,950 | $ 55,492,504 | $ 57,196,307
Operating Expenses $ 25,039,369 | $ 25692,801 | $ 27,723,844 | $ 30,124,244 | $ 30,856,279 | $ 31,944,131
Net Revenue for 1992
Refunding Bond Debt Service $ 21051246 | $ 19,588,814 | $ 20,168,857 | $ 23,370,705 | $ 24,636,225 | $ 25,252,176
1992 Refunding Bond Debt Service $ 9688508 |$ 8986957 |$ 8918421 |$ 8903,174|$ 8888806 | $ 8,871,906
Net Revenue $ 11,362,738 |$ 10,601,857 | $ 11,250,436 | $ 14,467,532 | $ 15,747,419 | $ 16,380,269
1982 Indenture Coverage 2.17 2.18 2.26 2.62 2.77 2.85
2001 Indenture Coverage
1982 Indenture
Airport Funds Transferred $ 8940611 |$ 8355118 |$ 9,020,831 [$ 12,241,738 | $ 13525217 | $ 14,162,293
2001 DSR & CF Interest Earnings $ - $ 734,667 1 $ 352,965 | $ 247,062 | $ 358,507 | $ 358,507
Pledged PFCs $ - $ 8,068474|$ 8242041 |$ 8266572 |$ 8,255,478 |$ 8,240,634
Adjusted Revenue $ 8940611 |$ 17,158,259 | $ 17,615,837 | $ 20,755,372 | $ 22,139,203 | $ 22,761,434
Gross Terminal Project Debt Service | $ - $ 7,650,504 |$ 8313204 |$ 9,920,203 |$ 13,538,253 | $ 13,523,628
2001 Indenture Coverage 2.24 2.12 2.09 1.64 1.68
1982 Indenture 2007 2008 2009 2010 2011 2012
Airline Revenue $ 25573893 | $ 26,014,929 | $ 26,639,817 | $ 27,314,602 | $ 27,979,322 | $ 28,186,081
Non Airline Revenue $ 28581320 | $ 29,634,480 | $ 30,591,151 [ $ 31,634,893 | $ 32,593,924 | $ 33,475,511
Non - PFC Interest $ 2629234|$ 2926394 |$ 3311036 [$ 3734133 |$ 4202415]|$ 4,711,302
Airport Coverage Account $ 2213757 |$ 2210369 |$ 2204739 % 2201198 |% 2196480 ]|% 2191577
Total Airport Revenue $ 58,998,205 | $ 60,786,173 | $ 62,746,743 | $ 64,884,825 | $ 66,972,140 | $ 68,564,470
Operating Expenses $ 33,070,621 | $ 34,237,129 | $ 35,445,081 | $ 36,695,958 | $ 37,991,290 | $ 39,332,665
Net Revenue for 1992
Refunding Bond Debt Service $ 25,927,583 | $ 26,549,044 | $ 27,301,662 | $ 28,188,867 | $ 28,980,850 | $ 29,231,804
1992 Refunding Bond Debt Service $ 8855029 |$ 8841478|3$ 8818958 [$ 8804791 |$ 8785919 | % 8,766,308
Net Revenue $ 17072555 |$ 17,707,566 | $ 18,482,704 [ $ 19,384,076 | $ 20,194931 | $ 20,465,497
1982 Indenture Coverage 2.93 3.00 3.10 3.20 3.30 3.33
2001 Indenture Coverage
1982 Indenture
Airport Funds Transferred $ 14,858,798 | $ 15497,197 | $ 16,277,965 $ 17,182,878 | $ 17,998,452 | $ 18,273,920
2001 DSR & CF Interest Earnings $ 358,507 | $ 358,507 | $ 358,507 | $ 358,507 | $ 358,507 | $ 358,507
Pledged PFCs $ 8254697 |$ 8241259 |$ 8,238,134 |$ 8,256,884 |$ 8,284,072 |$ 8,282,509
Adjusted Revenue $ 23,472,002 | $ 24,096,963 | $ 24,874,607 | $ 25,798,270 | $ 26,641,031 | $ 26,914,937
Gross Terminal Project Debt Service | $ 13,539,753 [ $ 13,526,128 | $ 13,527,628 | $ 13,538,128 | $ 13,556,628 | $ 13,557,753
2001 Indenture Coverage 1.73 1.78 1.84 1.91 1.97 1.99
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Table V.50 (Page 2 of 3)
Bradley International Airport

Terminal Improvement Project - Application of Revenues

1982 Indenture 2013 2014 2015 2016 2017 2018
Airline Revenue $ 25811410 | $ 26,564,100 | $ 27,320,857 | $ 28,095,526 | $ 28,989,409 | $ 29,851,742
Non Airline Revenue $ 34,479,623 | $ 35,396,348 | $ 36,395,781 | $ 37,319,505 | $ 38,204,855 | $ 39,190,682
Non - PFC Interest $ 4806726 |$ 4997469 |$ 5645866 |$ 6446658 | $ 7294844 | $ 8,193,896
Airport Coverage Account $ 2183299 |$ - $ - $ - $ - $ -
Total Airport Revenue $ 67,281,058 | $ 66,957,918 | $ 69,362,504 | $ 71,861,688 | $ 74,489,108 | $ 77,236,320
Operating Expenses $ 40,721,727 | $ 42,160,177 | $ 43,649,780 | $ 45,192,362 | $ 46,789,814 | $ 48,444,097
Net Revenue for 1992
Refunding Bond Debt Service $ 26559332 | $ 24,797,740 | $ 25712724 [ $ 26,669,326 | $ 27,699,294 | $ 28,792,223
1992 Refunding Bond Debt Service $ 8733197 18$ - $ - $ - $ - $ -
Net Revenue $ 17,826,135 | $ 24,797,740 | $ 25,712,724 | $ 26,669,326 | $ 27,699,294 | $ 28,792,223
1982 Indenture Coverage 3.04 N/A N/A N/A N/A N/A
2001 Indenture Coverage
1982 Indenture
Airport Funds Transferred $ 15,642,835 | $ 24,797,740 | $ 25,712,724 | $ 26,669,326 | $ 27,699,294 | $ 28,792,223
2001 DSR & CF Interest Earnings $ 358,507 | $ 358,507 | $ 358,507 | $ 358,507 | $ 358,507 | $ 358,507
Pledged PFCs $ 8289142 |$ 8302369 |$ 8296994 [$ 8298830 |3$ 8,319,197 | $ 8,344,509
Adjusted Revenue $ 24290485 | $ 33,458,616 | $ 34,368,225 | $ 35,326,663 | $ 36,376,998 | $ 37,495,239
Gross Terminal Project Debt Service | $ 13,562,837 [ $ 13576,971 ]| $ 13573534 | $ 13574824 | $ 13,588,615 |$ 13,612,778
2001 Indenture Coverage 1.79 2.46 2.53 2.60 2.68 2.75
1982 Indenture 2019 2020 2021 2022 2023 2024
Airline Revenue $ 30,756,825 | $ 31,711,724 | $ 32,734,684 [ $ 30,799,141 | $ 30,809,599 | $ 31,890,939
Non Airline Revenue $ 40,089,674 | $ 41,082,101 | $ 42,049,130 | $ 43,017,197 | $ 44,119,290 | $ 45,135,774
Non - PFC Interest $ 9,146,608 | $ 10,150,751 | $ 11,213,100 [ $ 12,335,410 | $ 13,372,221 | $ 14,758,132
Airport Coverage Account $ - $ - $ - $ - $ - $ -
Total Airport Revenue $ 79993107 | $ 82944576 | $ 85996914 [ $ 86,151,748 | $ 88,301,110 | $ 91,784,845
Operating Expenses $ 50,157,240 | $ 51,931,346 | $ 53,768,592 | $ 55,671,235 | $ 57,641612 | $ 59,682,141
Net Revenue for 1992
Refunding Bond Debt Service $ 29835867 |$ 31,013,231 | $ 32,228,322 | $ 30,480,513 | $ 30,659,498 | $ 32,102,704
1992 Refunding Bond Debt Service $ - $ - $ - $ - $ - $ -
Net Revenue $ 29835867 |$ 31,013,231 | $ 32,228,322 | $ 30,480,513 | $ 30,659,498 | $ 32,102,704
1982 Indenture Coverage N/A N/A N/A N/A N/A N/A
2001 Indenture Coverage
1982 Indenture
Airport Funds Transferred $ 29835867 |$ 31,013,231 | $ 32228322 | $ 30,480,513 | $ 30,659,498 | $ 32,102,704
2001 DSR & CF Interest Earnings $ 358,507 | $ 358,507 | $ 358,507 | $ 179,254 | $ - $ -
Pledged PFCs $ 8363947 |$ 8377572|$ 8384447 $ 8372409 | $ 14,098,983 | $ 14,098,181
Adjusted Revenue $ 38,558,321 | $ 39,749,310 | $ 40,971,276 | $ 39,032,176 | $ 44,758,481 | $ 46,200,885
Gross Terminal Project Debt Service | $ 13,628,613 | $ 13,635,778 | $ 13,639,993 | $ 13,635,313 | $ 11,279,186 | $ 11,278,545
2001 Indenture Coverage 2.83 2.92 3.00 2.86 3.97 4.10
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Table IV.50 (Page 3 of 3)
Bradley International Airport
Terminal Improvement Project - Application of Revenues

1982 Indenture 2025 2026 2027 2028 2029 2030

Airline Revenue $ 33,005,806 | $ 34,164,770 | $ 35,336,935 | $ 36,501,900 | $ 37,684,679 | $ 38,944,125
Non Airline Revenue $ 46,577,113 | $ 47710937 | $ 48877852 | $ 50,092,742 | $ 51331357 | $ 52,602,832
Non - PFC Interest $ 16215187 | $ 17,765804 | $ 19,398,003 | $ 21114246 | $ 22916729 | $ 24,807,650

Airport Coverage Account $ - $ - $ - $ - $ - $ -
Total Airport Revenue $ 95,798,106 | $ 99,641510 | $ 103,612,790 | $ 107,708,888 | $ 111932765 | $ 116,354,608
Operating Expenses $ 61795332 | $ 63,983.779 | $ 66,250,174 | $ 68,597,302 | $ 71028049 | $ 73,535,805

Net Revenue for 1992

Refunding Bond Debt Service $ 34,002,774 | $ 35,657,731 | $ 37,362,616 | $ 39,111,586 | $ 40,904,715 | $ 42,818,803

1992 Refunding Bond Debt Service $ - $ - $ - $ - $ - $ -
Net Revenue $ 34,002,774 [ $ 35,657,731 | $ 37,362,616 | $ 39,111,586 | $ 40,904,715 | $ 42,818,803

1982 Indenture Coverage N/A N/A N/A N/A N/A N/A
2001 Indenture Coverage
1982 Indenture

Airport Funds Transferred $ 34,002,774 [ $ 356577311 $ 37,362,616 | $ 39,111,586 | $ 40,904,715 | $ 42,818,803

2001 DSR & CF Interest Earnings | $ - $ - $ - $ - $ - $ -
Pledged PFCs $ 14,102,231 [ $ 14,103,350 | $ 14,100,175 [ $ 14,100,750 | $ 14,102875 | $ 14,101,016
Adjusted Revenue $ 48,105,006 | $ 49,761,081 | $ 51,462,791 | $ 53,212,336 | $ 55,007,590 | $ 56,919,818
Gross Terminal Project Debt Service | $ 11,281,785 [ $ 11,282,680 | $ 11,280,140 | $ 11,280,600 | $ 11,282,300 | $ 11,280,813
2001 Indenture Coverage 4.26 4.41 4.56 4.72 4.88 5.05
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The Louis Berger Group, Inc. Bradley International Airport 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. Strong 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 Airport'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 including
outstanding debt, revenues, expenses and income per enplaned passenger.

0 Use of the Base Case traffic forecast resultshinforecast of passenger traffic in 2001 being 7.6% lower
than actual 2000 enplaned passengers due to discounting of the Southwest Effect experienced at the
Airport.

0 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.

o Operating and maintenance expenses are projected to increase at an overall annual rate of 3.55% as
compared to the actual annual rate of increase from 1991 through 2000 3.28%. The rate of inflation used
in concession revenue projections is 2.0%.

o The Airport has assessed and provided for $173 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-eligible debt service will have been collected by 2013.

The Airport’s signatory airlines support 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 airlines serving the Airport produced virtually no
objections to the project, again with full knowledge of the associated financial implications. Additional
information concerning MIl 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. 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 of the Murphy 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 Bradley 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 isto express an opinion on these financia
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 estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financia 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 generally accepted accounting principles.

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The supplementa 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 financia statements. Such
information has not been subjected to the procedures applied in the audits of the basic financia statements
and, accordingly, we express no opinion on it.

DiSanto Bertoline & Company, P.C.

Glastonbury, Connecticut
October 13, 2000
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BRADLEY INTERNATIONAL AIRPORT
STATEMENTS OF OPERATIONS AND RETAINED EARNINGS
FOR THE YEARS ENDED JUNE 30, 2000 AND 1999

OPERATING REVENUES
Terminal building space
Passenger terminal apron
Baggage claim rent
Landing fees
Rental cars
Restaurants
Hotel concessions
Other concessions
Fixed base operations
Land and building rentals
Auto parking
Other operating revenue

Total operating revenues

OPERATING EXPENSES
Sdaries and wages
Overtime
Shift differential
Other pay
Fringe benefits
Indirect cost allocation
Other personal services
Contractual services
Commodities
Energy and utilities
Allocated expenses

Total operating expenses

INCOME FROM OPERATIONS
NON-OPERATING REVENUES (EXPENSES)

Investment income
Depreciation
Amortization:

Deferred planning and studies costs

Deferred bond issuance costs
Deferred lease costs

Bad debt expense

Revenue bond interest expense

Subordinated refunding bond interest expense
Gain (loss) on disposal of equipment
Total net non-operating expenses

NET INCOME BEFORE PFC REVENUE

PASSENGER FACILITY CHARGE REVENUE (Note 13)

NET INCOME

RETAINED EARNINGS, beginning of year
RETAINED EARNINGS, end of year

2000 1999
$ 4217125 $  4,148555
1,936,625 1,576,880
948,198 881,579
7,895,650 6,424,882
6,790,804 5,663,030
2,500,846 2,313,132
453,772 406,017
2,018,834 2,453,951
668,475 650,539
2,363,926 2,261,768
10,029,716 9,073,162
484,220 505,403
41,307,191 36,358,808
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 8,099,508
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 2,977,617
(8,487,629) (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 (1,321)
(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
$ 55738950 $ 36,546,951

The accompanying notes are an integral part of these financial statements.
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BRADLEY INTERNATIONAL AIRPORT
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2000 AND 1999

2000 1999
CASH FLOWS FROM OPERATING ACTIVITIES
Net income 19,191,999 $ 12,056,293
Adjustments to reconcile net income to net cash provided
by operating activities:
Depreciation 8,487,629 8,151,583
Interest expense 6,017,655 6,269,311
Investment income (3,559,686) (2,977,617)
(Gain) loss on disposal of equipment (62,650) 1,321
Amortization:
Deferred lease costs 75,730 75,730
Deferred bond issuance costs 116,382 126,633
Deferred planning and studies costs 183,719 211,048
Changes in operating assets and liabilities:
Decrease (increase) in PFC restricted cash 481,428 (102,843)
Increase in accounts payable - projects 213,115 158,374
Incresse in prepaid rent 164,265 155,384
Decrease (increase) in other receivables 98,697 (292)
Increase (decrease) in due to customers 91,485 (4,426)
Decrease in prepaid expenses 527 671
(Decrease) increase in due to State of Connecticut General Fund (5,988) 520,575
(Decresse) incresse in lessee deposits (9,716) 46,174
Increase in PFC interest receivable (35,602) (23,669)
Increase in deferred charges (157,301) (603,572)
(Increase) decrease in accounts receivable, net (163,288) 57,704
(Decresse) increase in accounts payable - trade (167,937) 268,755
Increase in grants receivable (202,525) (113,143)
Increase in PFC charges receivable (610,726) (97,385)
(Increase) decrease in due from State of Connecticut General Fund (1,370,411) 850,991
Net cash provided by operating activities 28,776,801 25,027,600
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Contributed capital 1,333,031 787,301
Repayment of subordinated refunding bonds (125,000) (115,000)
Repayment of revenue bonds (3,355,000) (3,125,000)
Bond interest paid (6,083,636) (6,330,325)
Capital expendituresfor plant, property and equipment (23,589,183) (8,039,025)
Net cash used in capital and related financing activities (31,819,788) (16,822,049)
CASH FLOWS FROM INVESTING ACTIVITIES
Investment income received 3,434,715 3,275,726
Net change in State Treasurer's Short-Term Investment Fund (575,617) (11,298,777)
Sale of investments - 18,490,000
Purchase of investments - (18,500,000)
Net cash provided by (used in) investing activities 2,859,098 (8,033,051)
NET (DECREASE) INCREASE IN CASH (183,889) 172,500
CASH, beginning of year 483,170 310,670
CASH, end of year 299,281 $ 483,170
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash payments for interest 6,083,636 $ 6,330,325

The accompanying notes are an integral part of these financial statements.
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NOTE 1-

NOTE 2 -

BRADLEY INTERNATIONAL AIRPORT
NOTESTO FINANCIAL STATEMENTS
JUNE 30, 2000 AND 1999

NATURE OF ORGANIZATION

Bradley International Airport (Airport) is owned by the State of Connecticut (State) and is
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 to 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 Airport, 1982 Series, Revenue Bonds
in the aggregate principal amount of $100,000,000. The Airport revenue bonds 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

BASISOF 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 Interpretations, Accounting Principles Board Opinions, 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 al 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
Airport’ s position in the pool is the same as the value of the pool shares.



NOTE 2-

BRADLEY INTERNATIONAL AIRPORT
NOTESTO 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 contributions in aid
of congtruction. Maintenance and repairs are charged to expense as incurred, while
significant renewal s and betterments are capitalized.

Depreciation is computed on a straight-line basis. The estimated useful lives of the magjor
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 straight-
line basis, which yields results equivaent to the interest method.

Deferred planning and studies costs are amortized on a straight-line basis over a period of
fiveyears.

Deferred lease costs are amortized on a straight-line basis over the term of the related lease of
385 months.

ALLOCATION OF EXPENSES

The financia statements include certain allocations of expenses incurred jointly by the
Department and the State.

Salaries of certain Bureau of Aviation and Ports management, finance and marketing
personnel are attributable to all Department activities. For those specific personnel, salaries
are alocated 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
sdaries to all State governmental units, including the Airport. Various rates are charged for
different fringe components. For the years ended June 30, 2000 and 1999 the principal rate
charged was 42.30% and 36.48%, respectively, and the amounts charged totaled $2,853,851
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
Attorney General, are allocated to the Airport a a rate of 5% of Airport wages. These
charges totaled $302,891 and $290,442 for the years ended June 30, 2000 and 1999,
respectively.



NOTE 2-

NOTE 3-

BRADLEY INTERNATIONAL AIRPORT
NOTESTO 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 al highly liquid
investments purchased with an origina 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 to be an investment. In 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 (see Note 5). The Airport had no cash
equivalents at June 30, 2000 or June 30, 1999.

CASH DEPOSITSAND INVESTMENTS

Governmental Accounting Standards Board Statement No. 3 requires governmental
organizations 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 includes amounts which are uninsured or unregistered for which
collatera or securities are held by a counterparty’s trust department or agent in the name 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 deposits. 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, al bank deposits were in qualified public
ingtitutions as defined by state statute. Under this statute, any bank holding public deposits
must at all times maintain, segregated from its other assets, eligible collateral in an amount
equal at least to 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
determined 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
either 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
Airport.

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 risk category, and
Federa Home Loan Bonds totaling $8,492,703 which are registered in the Airport’s name

(Category 1).



NOTE 4 -

NOTE5-

NOTE6-

BRADLEY INTERNATIONAL AIRPORT
NOTESTO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

SHORT-TERM INVESTMENTS

At June 30, 2000 and 1999 short-term investments consisted of unrestricted investments in
the State Treasurer’s Short-Term Investment Fund (see 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 (Note 8) and;

e 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 genera obligations of, or
obligations fully or unconditionally guaranteed by, the United States of America, b)
obligations issued by certain federal agencies, c) certificates in short-term investment funds
created and existing under Section 3-27a of the General Statutes, d) bank time deposits
evidenced by certificates issued by any bank or trust company which is a member of the
Federa Deposit Insurance Corporation (FDIC) and €) with the approva of the State
Treasurer, repurchase agreements with any bank or trust company insured by the FDIC.

PLANT, PROPERTY AND EQUIPMENT

Changesin plant, property and equipment for the years ended June 30, 2000 and 1999 are as
follows:

Balance Y ear ended June 30, 2000 Balance
June 30, Additions/Re- Deletions/Re- June 30,
1999 classfications  classifications 2000
Land $ 2657154 $ - $ - $ 2,657,154
Land improvements 115,470,714 4,855,588 - 120,326,302
Buildings and improvements 70,934,466 3,764,901 4,016,114 70,683,253
Machinery and equipment 11,698,681 553,359 777,508 11,474,532
Construction in progress 11,993,693 25,366,419 9,330,124 28,029,988
$212,754,708  $34,540,267 $14,123746 $233,171,229
Balance Y ear ended June 30, 1999 Balance
June30, Additions/Re- Deletions/Re- June 30,
1998 classfications  classifications 1999
Land $ 2657154 $ - $ - $ 2,657,154
Land improvements 115,441,463 29,251 - 115,470,714
Buildings and improvements 70,796,182 138,284 - 70,934,466
Machinery and equipment 12,127,582 277,870 706,771 11,698,681
Construction in progress 4,397,539 8,584,084 987,930 11,993,693

$205,419,920 9,029,489 $ 1694701 $212,754,708



NOTE 7 -

NOTE 8-

BRADLEY INTERNATIONAL AIRPORT
NOTESTO 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 $911,426 $1,022,090
Subordinated refunding bonds 36,729 42,448

$948,155 1,064,538
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 to build its facility on the site. At the end of the lease term
ownership of the concessionaire sfacility reverts to the Airport.

AIRPORT REVENUE BONDS

On October 1, 1992 the Airport redeemed its Bradley Internationa 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 solely 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 asfollows:

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 interest rates of these bonds are asfollows:

$7,455,000 SERIAL BONDS

Maturity Date

October 1 Amount Coupon
2000 3,595,000 7.35%
2001 3,860,000 7.35
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BRADLEY INTERNATIONAL AIRPORT
NOTESTO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

AIRPORT REVENUE BONDS (Continued)

DEBT SERVICE FUND (Continued)

The following bonds mature on October 1, 2004 and 2012 and are subject to mandatory

redemption as shown below:

$67,355,000 TERM BONDS

October 1 Amount

2002 $4,150,000
2003 4,455,000
2004 (maturity) 4,785,000
2005 5,140,000
2006 5,530,000
2007 5,955,000
2008 6,405,000
2009 6,900,000
2010 7,430,000
2011 8,000,000
2012 (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 principa of each seria bond
which will become due and payable within the
next twelve months, times the number of full or
partial calendar months which have lapsed since
the last annua installment, plus one sixth of the
interest which will become due within the next
six months, times the number of full or partia
calendar months which have lapsed since the last
semi-annual installment

RESERVE ACCOUNT
Maximum amount of principal and interest
requirements for the current or any succeeding

bond year on account of al bonds then
outstanding.

-10-

Nature of Authorized Expenditures

Payment of principal and interest on
outstanding bonds.

Payment of principal and interest in the
event of a deficiency in the Bond Service
Account.
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BRADLEY INTERNATIONAL AIRPORT
NOTESTO FINANCIAL STATEMENTS (Continued)
JUNE 30, 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 months
until the amount in such 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

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 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 expenses
for the then current fiscal year.

IMPROVEMENT FUND

Out of the baance 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 to pay interest on the notes and bonds
as when the same becomes due, 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 baance was transferred to the
Revenue Fund.

Payment of current expenses.

Payment of current expenses, whenever
there are insufficient monies in the
Revenue Fund for such purpose.

Payment of principal and interest on any
notesissued.

Payment of costs of any additions,
expansions or improvements.

Same as the Genera Airport Fund, except
that no transfers shall be made to the Note
Repayment Fund and no transfers for any
purpose can be made if unrestricted funds
exist in the General Airport Fund.
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BRADLEY INTERNATIONAL AIRPORT
NOTESTO FINANCIAL STATEMENTS (Continued)

JUNE 30, 2000 AND 1999

AIRPORT REVENUE BONDS (Continued)

DEBT SERVICE FUND (Continued)

Nature of Account or Fund

GENERAL AIRPORT FUND

The baance, if any, remaining after making

the deposits required above.

Nature of Authorized Expenditures

Trust fund that shall transfer from time to
timeto the:

1

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-
provements.

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 Congtruction 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 1 and August 1, and mature as follows:

Year
2000
2001
2002
2003
2004
2005
2006

Amount
$140,000
150,000
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 October 1, 1992 of the State's Airport Revenue Bonds 1982
Series (Note 8) through the issuance of Airport Revenue Refunding Bonds, Series 1992.

-12 -
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BRADLEY INTERNATIONAL AIRPORT
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JUNE 30, 2000 AND 1999

AIRPORT SUBORDINATED REFUNDING BONDS (Continued)

The bonds are presented on the balance sheets asfollows:

Principal outstanding
Less: current maturities
Long-term portion

2000 1999
$3,160,000 $3,285,000
140,000 125,000
$3,020,000 $3,160,000

The following accounts have been established in accordance with the Subordinated Bond

Indenture;

Nature of Account or Fund

SUBORDINATED (CAPITALIZED)
INTEREST ACCOUNT

Recelves a portion of the subordinated
refunding bond proceeds for payment of interest
on subordinated refunding bonds.  Investment
income is retained for use by the fund. Any
remaining balance after authorized payments is
transferred to the Subordinated Generd
Account.

SUBORDINATED COST OF ISSUANCE
ACCOUNT

Recelves 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 Generd
Account.

Nature of Authorized Expenditures

Payment of interest on initial subordinated
refunding bonds and one day of interest on
Series 1992 Refunding Bonds.  This
account was closed August 30, 1995 and
the baance was transferred to the
Subordinated Genera Account.

Payment of issuance costs on initid
subordinated refunding bonds and Series
1992 Refunding Bonds, including bond
insurance.  This account was closed
August 30, 1995 and the baance was
transferred to the Subordinated Genera
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

No later than any principal or interest payment
due date, an amount equal to such principal or
interest due on such date.

Payment of principal and interest on
outstanding bonds.
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BRADLEY INTERNATIONAL AIRPORT
NOTESTO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

AIRPORT SUBORDINATED REFUNDING BONDS (Continued)

SUBORDINATED DEBT SERVICE

FUND(Continued)
Nature of Account or Fund

SUBORDINATED REDEMPTION ACCOUNT

No later than any amortization payment due date,
an amount equal to the amortization 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 al bonds then
outstanding.

SUBORDINATED PREMIUM ACCOUNT

At the direction of the State, amounts not to
exceed the aggregate redemption premium on all
1982 Series Revenue Bonds.

SUBORDINATED GENERAL ACCOUNT

The balance, if any, remaining after the deposits
required above.

Nature of Authorized Expenditures

Payment of amortization on outstanding
bonds.

Payment of principa 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 Genera
Airport Fund.

Any authorized Airport purpose.

MATURITIESOR MANDATORY REDEMPTION OF LONG-TERM DEBT

Principa maturities or mandatory redemption on all Airport bonds are as follows:

Y ear ending June 30:
2001
2002
2003
2004
2005
Theresfter

CONTRIBUTED CAPITAL

$3,735,000
4,010,000
4,310,000
4,630,000
4,980,000
56,305,000
$77,970,000

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 $45,368,263 $4,923,660  $101,754,074
Capita contributions 779,804 7,497 - 787,301
Balance, June 30, 1999 52,241,955 45,375,760 4,923,660 102,541,375
Capita contributions 1,333,031 - - 1,333,031
Balance, June 30, 2000 $53,574,986 $45,375,760 $4,923660  $103,874,406
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BRADLEY INTERNATIONAL AIRPORT
NOTESTO 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

Passenger facility charges are reserved for
expenditures for federaly approved Airport
improvement projects. $22050586 $20,617,472

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 Airport Coverage Account shall reserve an

amount equal to twenty-five percent of the sum of

the amount required in the fiscal year to pay

interest on the bonds as when the same becomes

due and the amount required in such fiscal year to

pay the principal of the bonds & when the same

becomes due. 2,282,502 2,286,146

General Airport Fund
The balance of Airport revenues remaining after
required deposits have been made (see Note 8)

shall be reserved in the General Airport Fund. 16,688,764 _13975.707
Retained earnings— reserved 46,780,080 42,242,379
Retained earnings— unreserved 8958870 _(5.695428)
Total retained earnings $ 55738950 $36546951

RESTRICTED REVENUE

The following passenger facility charge revenue 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 1,122,922 845,525

$10985445 $8.808.117
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NOTE 14 -

NOTE 15-

BRADLEY INTERNATIONAL AIRPORT
NOTESTO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

LEASES

Substantial amounts of rea property of the Airport 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 noncancellable operating leases for the next five years is
asfollows
Y ear ending June 30,

2001 $ 8,096,703
2002 8,088,778
2003 8,078,269
2004 8,075,919
2005 7,993421

$40.333.090

Future minimum rental income for fiscal years ending June 30, 2001 through June 30, 2005
are estimated amounts based on 2001 rates because rental rates for some tenants are not
currently determinable for these years.

RETIREMENT PLAN

PLAN DESCRIPTION

All employees of the Airport are participants in the Connecticut State Employee's
Retirement System (SERS). SERS is a single-employer defined-benefit pension plan
covering subgtantialy al of the State full-time employees who are not digible for another
State sponsored retirement 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 anua cost-of-living adjustments to plan members and
their beneficiaries. SERS is administered by the State Comptroller’s Retirement Division
under the direction of the Connecticut State Employees Retirement Division. No stand-
alone financia 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 to the socia security taxable wage base plus 5%
above that level; Tier | Plan C members are required to contribute 5% of their annua
sdary. Tier || non-hazardous duty employees are not required to contribute and hazardous
duty employees are required to contribute 4% of their salary. All employees hired after
June 30, 1997 are members of Tier IIA. Non-hazardous duty members of Tier IIA are
required to contribute 2% of their sdlary and hazardous duty members are required to
contribute 5% of their sdary. The State is required to contribute at an actuarialy
determined rate, which may be reduced by an act of the state legidature. The employer
rate is approximately 22% of annual covered payroll.
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NOTE 15- 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 (&) 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 2.5%
to 4.0% per year. For purposes of determining ongoing costs, the recognition of gains and
lossesis spread over five years. Theresulting value is called the actuaria value of assets and
is further adjusted as necessary so that the final actuaria value is within 20% of the market
value of assets. Pursuant to a collectively bargained 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 Annual Percentage Net
Ended Pension of APC Pension
June 30 Cost (APC) Contributed Obligation
1998 $1,129,129 100% $ -
1999 1,334,603 100 -
2000 1,519,463 100 -

REQUIRED SUPPLEMENTARY INFORMATION ANALYSIS OF FUNDING
PROGRESS (IN MILLIONS OF DOLLARYS)
(6)

2 (3) UAAL
Q) Actuarial Unfunded 4 (5) asa%of

Actuaria Actuarial Accrued AAL Funded Annual  Covered
Valuation Value of Liability (UAAL) Ratio  Covered Payroll
Date Assets (AAL) (2-(1) QD/(2) Payroll (3)/(5)

June 30, 1992 $3,425,886 $6,668,685  $3,242,799 51.37% $1,931,381  167.90%
June 30, 1993 3,696,177 7,189,740 3,493,563 51.41 2,144,793 162.89
June 30, 1994 3,944,521 7,329,181 3,384,660 53.82 2,155,860 157.00
June 30, 1995 4,209,236 7,838,211 3,628,975 53.70 2,325,787 156.03
June 30, 1996 4,604,227 8,138,610 3,534,383 56.57 2,385,533 148.16
June 30, 1997 5,130,967 8,833,203 3,702,236  58.09 2,225186  166.38
June 30, 1998 5,669,866 9,592,408 3,922,542 5911 2,338,957  167.70

The most recent actuarial valuation report available as of the date of this report is June 30,
1998.
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BRADLEY INTERNATIONAL AIRPORT
NOTESTO FINANCIAL STATEMENTS (Continued)
JUNE 30, 2000 AND 1999

RELATED PARTY TRANSACTIONS

The State of Connecticut is responsible for processing the Airport’s payroll, accounts
payable and purchasing. As described in Note 8, funds are transferred to 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. Asof June 30, 2000 and 1999, the liahility 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 shests.

In addition, the Airport receives certain grants and revenues on behalf of the State. Such
amounts are remitted to the State on aregular basis.

POSTRETIREMENT BENEFITS

As employees of the State of Connecticut, the Airport’s personnel are eligible to receive
postretirement medical and life insurance coverage. The accounting for and funding of these
benefitsis done on a cash basis.

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 al fringe benefits by the State based upon a
percentage of Airport payroll as described in Note 2.

RISK MANAGEMENT

The Airport is subject to normal risks associated with its operations including property
damage, persona injury and employee dishonesty. With the exception of certain vehicle-
related liabilities for which the State retains some risk, al other risks are managed through
the purchase of commercia insurance as required by the Indenture.
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APPENDIX C
Summary of Airline Operating Agreements
Operating Agreements Entered into by Airlines

This section is a summary of certain provisions of such Operating Agreements. The
summary does not purport to be complete or to follow the exact language of the Operating
Agreements and is subject in all respects to the detailed provisions thereof, copies of which will
be available for inspection at the office of the Commissioner of the Connecticut Department of
Transportation.

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 control tower).

“Airport Audit” means a required audit of the books and accounts of the Airport
conducted by an independent certified public accountant of recognized standing.

“Airport Fiscal Year” means the twelve (12) month period commencing on July 1 of each
year and expiring 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 less than twelve (12) months.

“Airport 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
otherwise as provided by law), and consists of the Operating Expense Budget and the Capital
Improvement Budget.

“Airport 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 generally, except to the extent that any such
moneys are received as payments for the use of the Airport.

“Annual Debt Service” means the sum of principal amortization requirements (including
premium, if any) and interest payments being or becoming due 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 Airlines
with respect to the Bonds. The following shall be considered Annual Debt Service: (1) a one-
time coverage payment, required in the first full Airport Fiscal Year following completion of the
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premises to be leased 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 Airport Coverage Account established under the Indenture 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 necessary to replace any
withdrawals from said Airport Coverage Account made (i) to pay debt service when amounts
available in the Bond Service Account, Improvement Fund and General Airport Fund established
under the Indenture are sufficient for this purpose, or (ii) for Airport improvements which have
received necessary Majority-in-Interest approval.

“Apron Area’ means the aircraft parking and maneuvering areas adjacent to the Terminal
Building.

“Baggage Claim Area’” 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 item purchased or
constructed for use in the Airfield Area Cost Center or Apron Area Cost Center which has a
useful life of five (5) 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, all 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 existing 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 Budget 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 Engineer, such other architectural/engineering 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 reputation for the design and engineering of airports.

“Cost Accounting System” 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
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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, 1981 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.

“Majority-in-Interest” as of any date means at least 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 Budget” 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 self-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 expenses not annually recurring; (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, subject to any right the Airline may have to protest the same; (f) costs of utility
services; (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 Airport business not constituting Capital Improvements, including 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, directly 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 time to time to permit the acquisition and
construction of Capital Improvements or the Capital Improvement Program, including trustee’s
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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, mailing 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) in accordance with the Cost Accounting System.
Operating Expenses do not include Bond interest charges greater than those dictated by actual
bond issues, depreciation on those facilities financed with Bonds or other contributions, nor any
charge representing a return on any capital investment whatsoever. Notwithstanding the
foregoing, the State may include other items 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.

“Sgnatory Airlines’ means those airlines conducting regularly scheduled commercial
flights at the Airport under agreements 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 June 30, 2011, unless
sooner terminated.

Use of Airport

A Signatory Airline is permitted to use the Airport in common with others so authorized,
for, among other things, the operation of an air transportation system, the repair, maintenance,
and storage of aircraft, the training of personnel, and the sale of aircraft and equipment and
supplies related thereto.
Spacein Airport

A Signatory Airline leases exclusive or joint space in the Terminal Building, in the Apron
Area and in the Baggage Claim Area as provided in its Operating Agreement.
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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 its 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
rates 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 alll
concourses other than Concourses A and B shall include the Annual Debt 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 fee reflects such Airline’s proportionate share (based on frequency of use) of the estimated
cost of the Airfield Area. After the Initial Period, a Signatory Airline pays Landing Fees
computed as follows: For each Landing Fee payment period, 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.e., the total Revenue Aircraft Arrivals for the period attributable to the Airline
times the Maximum Landing Weight for each such arrival). 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 all
Signatory Airlines stated as a percentage of total aircraft arrivals for all Users of the Airport (the
“frequency factor”); (ii) 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 landed weight for all Users of the Airport (the “weight factor”); (iii) The total costs and
expenses properly allocable 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 to all Users, for the
preceding month. Such charge is 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 Airline 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 multiplied by the total linear feet of Apron Area space to be leased by the
Airline during such period.

Payment of Rents, Feesand Charges

A Signatory Airline transmits to the State (1) on the first day of each month that portion
of the Termina Building Rentals and Apron Area Rentals equal to one-twelfth (1/12) of the
annua charge for the then current Airport Fiscal Y ear and (2) on the fifteenth day of each month
payment for the preceding month’s Landing Fees. A Signatory Airline pays its Baggage Claim
Area Charge the first day of each month.

Reports

A Signatory Airline submits to the State on thé"Xfay of each month a report which
includes (i) the Revenue Aircraft 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 each 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
proposed Airport Operating Budget is to incorporate (i) 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 Airlines (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 to 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,
fees and charges and the invoiced rates, rents, fees and charges to be held in escrow in an
interest-bearing account pending the aforesaid fina determination. The principal so deposited in
escrow will be paid to the State and/or the Signatory Airline or Airlines in accordance with the
terms of said fina determination, and the earnings 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 Expensesin Excess of Amounts Budgeted

A Signatory Airline isto 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. If, 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 Airlines (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 alocable 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 Magority-in-Interest of the Signatory Airlines
approves such Capital Improvement. This limitation, however, does not apply to (1) Capita
Improvements required by law, (2) Capita 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 specia facility to be administered, operated, maintained and repaired without
affecting the Operating Expenses alocable to the Signatory Airlines, and (4) certain other
Capital Improvements provided their costs remain within certain specified dollar limits.

Revenuesto 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
receives 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
avoluntary petition in bankruptcy or any assignment for the benefit of creditors of al 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 inaction.

Annual Audit

The State is to have an Airport Audit conducted annually 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 premises 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 al 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 limit 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.
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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 Indenture
dated as of March 1, 2001, as supplemented (as used in this Appendix D-1, the “2001
Indenture”), 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 and are
subject to and qualified 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 2001 Indenture,
including any sub-accounts therein.

“Accreted Value” means, with respect to each Compound Interest Bond, the principal
amount of such Compound Interest Bond, plus, on the date of calculation, the interest accrued
thereon to such date compounded at the interest rate thereof on each compounding date
contained in such Compound Interest Bond, and, with respect to any calculation on a date 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 equal 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.

“Additional Bonds” means Bonds, other than the Series 2001 Bonds, issued after the date
of the Series 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 are 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.

“Airlines” means all of the air transportation companies now or hereafter entering into
Operating Agreements.

“Airport” means Bradley International Airport and all related improvements and
facilities now in existence and as hereafter acquired, added, extended, improved and equipped
and will include (i) any property or facilities purchased with funds of, or revenues derived from,
Bradley International Airport, and (ii) any other property or facilities allocated by the State or
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otherwise to Bradley International Airport; less any portion thereof sold or otherwise disposed of
pursuant to the 2001 Indenture.

“Airport Consultant” means a firm 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 Budget’'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 (i) is due in any 12-month period or (ii) 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 calculating the principal amount of such Bonds
due or required to be redeemed, prepaid, purchased, or otherwise paid in 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 Date” 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 to tax-exempt financing retained by the State.

Bond Insurance Policy'means the municipal bond new issue insurance policy issued by

the Bond Insurer that guarantees payment of principal of and interest on the Series 2001 Bonds.
The Bond Insurance 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, or 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 will perform the
duties required of the Bond Registrar in the 2001 Indenture.

“Bond Service Accountimeans the Bond Service Account within the Debt Service Fund
established by the 2001 Indenture.

“Bonds” means any revenue bonds authorized by and authenticated and delivered
pursuant to the 2001 Indenture, including the Series 2001 Bonds and any Additional Bonds.

“Business Day’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 Revenuesieans an objectively definable portion
of Revenues related to 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
by 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.

“Commitment,” 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.
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“Compound Interest Bondsineans Bonds that bear interest which is calculated based on
periodic compounding, payable only at maturity or earlier redemption.

“Construction Fund” means the Construction Fund established 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 series of Bonds,
and the date of completion thereof, as evidenced in accordance with the 2001 Indenture.

“Contracts” 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 Qualified Hedge Agreements and any agreement made
pursuant to the 2001 Indenture.

“Cost of Issuance Fund'means the Cost of Issuance Fund (including the Series 2001A
Account and the Series 2001B Account therein) established 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 reimbursement to the State for any
such items previously paid by the State, all to the extent permitted by the Act:

0] the cost of all lands, real or personal properties, rights, easements and
franchises acquired,;

(i)  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);

(i)  the cost of the acquisition, construction, reconstruction, implementation,
installation or equipping of the Project;

(iv) the cost of engineering, architectural, planning, development and
supervisory services, fiscal agents’ and legal expenses, plans and specifications, and other
expenses necessary or incident to determining the feasibility or practicability of the
Project, administrative expenses, 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 property necessary for construction,
implementation and operation;

(vii)  the costs of issuing any Bonds to finance the Project; and
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(viii) 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
obligation, 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 (iii) 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 Issuer
pursuant to which the Credit Issuer issues a Credit Facility and may include a related
Reimbursement Obligation. The term “Credit Facility Agreement” will not include an
agreement 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 2001 Indenture the consent of the Credit 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 Requirementgheans the total principal and interest coming due, whether
at maturity or upon mandatory redemption, in any specified period, provided:

) If any Bonds Outstanding or proposed to be issued will bear interest at a
Variable Rate, including Hedged Bonds if the interest thereon calculated as set forth
below is 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 were in effect (weighted according to the length of the period
during which each such Variable 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 securities of similar quality having a
similar maturity date as certified by a Financial Advisor.
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(i) If any Compound Interest Bonds are Outstanding or proposed to be issued,
the total principal and interest coming due in any specified 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
Requirements therefor will include (1) any commission or commitment fee obligations
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 Bonds, (b) the Reimbursement Obligation
provides for payments by the State or the Credit Issuer based on levels of, or changes or
differences in, interest rates, currency exchange rates, or stock or other indices, and (c)
the Credit Issuer, upon the execution of the Credit Facility Agreement, would qualify as a
Qualified 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 interest to be made by the State under the
Credit Facility Agreement, and subtracting (z) the amounts payable by the Credit Issuer
to 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 Hedge 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 thereunder, 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 executed.
In determining the amount of Hedge Payments or Hedge Receipts that are not fixed
throughout the Hedge Periodd., which are variable), payable or receivable for any
future period, such Hedge Payments or Hedge Receipts for any period of calculation (the
“Determination Period”) will be computed by assuming that the variables comprising the
calculation €.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 variable 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).

(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 lien 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 Accountiieans the Debt Service Reserve Account (including the
Series 2001A Subaccount and the Series 2001B Subaccount therein) within the Debt Service
Fund established by the 2001 Indenture.

“Debt Service Reserve Requirementieans, 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 2001A Bonds will be an
amount equal to the Maximum Annual Debt Service Requirement on the Series 2001A Bonds.
The Debt Service Reserve Requirement for the Series 2001B Bonds will be an amount equal to
10% of the par amount of the Series 2001B 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.

“DTC” 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
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such depository will be a securities depository that is 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 Deposit Agreementimeans 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 Counselfneans, with respect to any action the occurrence
of which requires such an opinion, an Opinion 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 Bonds 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 original issuance of the
Bonds).

“Financial Advisor” means an investment banking or financial advisory firm,
commercial bank, or any other Person who or which is 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 2001 Indenture,
authorizing the Series 2001 Bonds.

“Fiscal Year” means the Fiscal Year of the Airport, currently beginning on July 1 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 (ii) the Fiscal Year
in which any Project to be financed with the proceeds of any proposed Additional Bonds is
expected to be completed.
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“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 Accountiheans the General Revenue Account within the Revenue
Fund established by the 2001 Indenture.

“General Revenue Bondsheans 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 Accounteans the General Revenue Enhancement
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.

“General 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 Airport.

“Government Obligations’means (a) direct and general obligations of, or obligations
unconditionally guaranteed by, the 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, (c) 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 acquisition or purchase in the highest rating category by Moody’'s and
S&P, or (d) securities or receipts evidencing ownership interests in obligations or specified
portions (such as principal or interest) of obligations described in clauses (a), (b) or (c) above the
full and timely payment of which securities receipts or portions of obligations 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 purposes
of the 2001 Indenture, provided that (i) each Credit Issuer with a Credit Facility then in effect
with respect to any Bonds affected thereby consents to such substitution and (ii) each Rating
Agency with a Rating then in effect with respect to any Bonds affected thereby indicates in

D-1-9



writing to the State that such substitution will not, by itself, result in a reduction or withdrawal of
such Rating.

“Hedge Agreement’means, without limitation, (i) any contract known as or referred to
or which performs the function of an interest rate swap agreement, currency swap agreement,
forward payment conversion agreement, or futures contract; (i) any contract providing for
payments based on levels of, or changes or differences in, interest rates, currency exchange rates,
or stock or other indices; (iii) any contract to exchange cash flows or payments or series of
payments; (iv) 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 minimize any type of financial risk,
including, without limitation, payment, currency, rate or other financial risk; and (v) any other
type of contract or arrangement that the State determines is 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 return, to minimize investment return risk or to
protect against any type of financial risk or uncertainty.

“Hedged Bonds”’means any Bonds for which the State will have entered into a Qualified
Hedge Agreement.

“Hedge Payments”means amounts payable by the State pursuant to any Hedge
Agreement, other than termination payments, fees, expenses and indemnity payments.

“Hedge Period” means the period during which a Hedge Agreement is in effect.

“Hedge Receipts”’means amounts payable by any provider of a Hedge Agreement
pursuant to such Hedge Agreement, other than termination payments, fees, expenses and
indemnity payments.

“Holder” or “Holder of a 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, (ii) 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 Indenture.

“Independent Certified Public Accountantheans a firm of certified public accountants
which are “independent” as that term is defined in Rule 101 and related interpretations of the
Code of Professional Ethics of the American 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 Date’means each date on which interest is to become due on any
Bonds, as established in the Supplemental Indenture for such Bonds.

D-1-10



“Investment Earnings” means all interest received 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 Requiremeritr 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 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.

“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 reasonably 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 insurance 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
fees, 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.
“Operating Expenses” are to be calculated on an accrual basis. To the extent Operating
Expenses are allocable to particular related facilities, a lien on the portion of Revenues related
thereto will not provide a claim on such Revenues ahead of the use thereof for payment of such
allocable Operating Expenses.

“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
Hedge Agreements, installment purchase agreements or notes (but excluding Bonds and
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Contracts), incurred or issued 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” means, 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 (c) Bonds for the payment of which provision has been made in accordance with
the 2001 Indenture. In determining the principal amount of Compound Interest Bonds
Outstanding under the 2001 Indenture, 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.

“Paying 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
State. 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
established by the 2001 Indenture.

“Permitted Investmentsineans to the extent permitted by law:

@ 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 Section 3-24a et seq. of the Connecticut General Statutes, as the
same may be amended from time to time.

“Person” or “person” means any individual, corporation, partnership, limited liability
company, joint venture, association, joint stock company, trust, 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 IX, Subtitle B, 88 9110 and 9111, as amended from time to time.

“PFC Component”means that portion of the Debt Service Requirements on the Series
2001A 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 2001 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.

“PFC Regulations” means Part 158 of the Federal Aviation Regulations (14 CFR Part
158), as amended from time to time, and any other regulation issued with respect to the PFC Act.

“PFC Revenue Bondsifneans Bonds secured by a Senior Lien on PFC Revenues.
“PFC Revenue Fund'means the PFC Revenue Fund established by the 2001 Indenture.

“PFC Revenues'means all income and revenue received by or required to be remitted to
the State or the Airport from the passenger facility charges imposed by the State at the Airport
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 Agreement.

“Pledged Revenuesineans all 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:
() 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, (iii) the Debt
Service Fund, including the Bond 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 2001A
Account and the Series 2001B Account. In addition to the exclusions identified in the preceding
sentence, “Pledged Revenues” doesinolude (i) moneys and securities from time to time on
deposit in the General Airport Fund, including the Deposit Account therein, (ii) moneys and
securities from time to time on deposit in the Improvement Fund, including the Deposit Account
therein, and (iii) 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 Maturity Date” means each date on which principal is to become due on any
Bonds, by maturity or mandatory sinking fund redemption, as established in the Supplemental
Indenture for such Bonds.

“Prior Indenture” means the Indenture of Trust, dated as of October 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 Indenture,
any specific capital facilities or group of related 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 Agreementmeans any Hedge Agreement with a Qualified Hedge
Provider.

“Qualified 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 absolutely and unconditionally
guaranteed by an entity whose senior unsecured long term obligations, financial program rating,
counterparty rating, or claims paying ability, are rated either (i) at least as high as the third
highest Rating category of each Rating Agency, but, if there is no Credit Facility with respect to
the related Hedged Bonds, in no event lower than any Rating on the related Hedged Bonds at the
time of execution of the Hedge Agreement, or (ii) 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 “Qualified Hedged Provider” is 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 categories 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 does
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 Bondsieans that portion of the outstanding Series 1992 Bonds
to be refunded with the proceeds of the Series 2001B Bonds, as specified in the Escrow Deposit
Agreement.

“Regular Record Date’means, as to each series of Bonds, each of the dates designated as a
Regular Record Date in the applicable Supplemental Indenture.

“Reimbursement Obligationtneans 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 evidenced by a promissory 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 indices, 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 variables.

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 to the subject as
described in the 2001 Indenture. The term “related” means, when used to refer to Operating
Expenses, (i) for Special Purpose Revenue Bonds or Special Purpose Revenues, Operating
Expenses with respect to Special Purpose Facilities, (ii) for Released Revenue Bonds or Released
Revenues, Operating Expenses with respect to Released Revenue Facilities and (iii) for General
Revenue Bonds or General Revenues, all Operating Expenses of the Airport less Operating
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 Accountieans the Released Revenue Account within the Revenue
Fund established by the 2001 Indenture.

“Released Revenue Bondsheans Bonds secured by a Senior Lien on one or more
categories of Released Revenues. The Series 2000 Garage Bonds are Released Revenue Bonds.
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“‘Released Revenue Facilitiegheans 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 Airport subject to the Parking Lease are Released Revenue Facilities.

“Released Revenuesheans particular categories of Revenues which would otherwise be
General Revenues but have been 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 Facilitymeans 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 therefor, 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 Facility Providertneans any provider of a Reserve Account
Credit Facility.

“Revenue Fund’means the Revenue Fund established by the 2001 Indenture.

“Revenues” means (i) 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 earned on amounts deposited in funds and accounts under the 2001 Indenture or
otherwise maintained with respect to the Airport, (ii) 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 (iii) gifts or grants which are unrestricted as to use by the grantor or
donor; provided “Revenues” includes PFC Revenues. The term “Revenues” does not include
proceeds of insurance so long 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 calculated on an accrual basis.

“Senior Lien” means a lien on one or more categories of Revenues that entitles the
Beneficiaries 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 Beneficiaries 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 herein, 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, to the extent that such General
Revenues are “Gross Operating 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 Hybrid 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 initially 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, (ii) have the
same tax status (tax-exempt or taxable under the Code and subject or not subject to the
alternative minimum income tax), and (iii) 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 Revenue Refunding Bonds
(Bradley International Airport, Series 1992) issued on September 30, 1992 and outstanding 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
International Airport Special Obligation Parking Revenue Bonds, Series 2000 A, dated as of
March 15, 2000, and the State’s $6,135,000 Bradley International Airport Special Obligation
Parking Revenue Bonds, Taxable Series 2000 B, dated as of April 1, 2000.

“Series 2001 Bonds’means, collectively, the Series 2001A Bonds and the Series 2001B
Bonds.

“Series 2001 Project'means the Projects listed in the First Supplemental Indenture.

“Series 2001 Project Accountineans 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 2001A Bonds’means the State’s Bradley International Airport General Airport
Revenue Bonds, Series 2001A, in the original aggregate principal amount of $194,000,000,
issued under the First Supplemental Indenture.

“Series 2001B Bonds'’means the State’s Bradley International Airport General Airport
Revenue Refunding Bonds, Series 2001B, in the original aggregate principal amount of
$19,180,000, issued under the First Supplemental Indenture.

“Special Purpose Facilities’'means facilities located at the Airport and owned by the
State for which Special Purpose Revenue Bonds are issued and which (i) will not result, upon
completion, in a material reduction in Net General Revenues, (ii) 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 materially impair the general operations of the Airport and (iii) the State has
designated, either 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 no 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 facilities 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 Bondsieans Bonds secured by a Senior Lien on Special
Purpose Revenues.

“Special Purpose Revenuesiieans 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
Indenture.

“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 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.

“State” means the State of Connecticut.

“Subordinate Lien”means a lien on one or more categories 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 Lien 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 delivery 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 maturities 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 variable,
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 Bonds, 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 Counsel, to 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
exercise corporate trust powers in the State of Connecticut, having a place of business in Hartford,
Connecticut, until a successor Trustee will have become such pursuant to the applicable provisions
of the 2001 Indenture, and thereafter “Trustee” will mean the successor Trustee.

“2001 Indenture” means the Trust Indenture as the same may be modified, amended 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
Outstanding.

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 2001 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 payable 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 Indenture.

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:

() General Revenues will secure only (A) General Revenue Bonds, (B)
Subordinate Lien Bonds which have a lien on General Revenues, (C) Hybrid Bonds which have
a lien on General Revenues, and (D) any related Contracts with respect to such Bonds.

(2) PFC Revenues will secure only (A) PFC Revenue Bonds, (B) Subordinate
Lien Bonds which have a lien on PFC Revenues, (C) Hybrid Bonds which have a lien on PFC
Revenues, and (D) any related Contracts with respect to such Bonds. PFC Revenues also may
be applied to pay the allowable costs of PFC Facilities.

3) Special Purpose Revenues will secure only (A) the related Special Purpose
Revenue Bonds, (B) Subordinate Lien Bonds which have a lien 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.

4) 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 lien at all on Revenues, but (A) no Contract will have a lien on
Revenues that is senior to the lien on the category of Revenues securing the Bonds related to the
Contract, and (B) the lien of the Contract will be on parity with the lien of the related 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 lien
with the priority set forth in the 2001 Indenture.
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(6) Notwithstanding anything else in the 2001 Indenture to the contrary, (A)
payment of the Series 1992 Bonds is secured by a lien 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 revenues 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 additional 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 Indenture 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
Q) 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
Q) PFC Coverage Account
(2) PFC Escrow Account

Amounts on deposit from time to time in the PFC Coverage Account will
constitute Pledged Revenues.

(C) Bradley International Airport Debt Service Fund
(2) Bond Service Account
(2) Payments Account
3) Debt Service Reserve Account
(a) Series 2001A Subaccount
(b) Series 2001B Subaccount
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(4) Capitalized Interest Account
(a) Series 2001 Subaccount

Amounts on deposit from time to time in the accounts of the Debt Service Fund
will constitute Pledged Revenues.

(D) Bradley International Airport General Airport Fund
(2) Deposit Account

(E) Bradley International Airport Improvement Fund
(2) Deposit Account

(D) Bradley International Airport Construction Fund
(2) Series 2001 Project Account

Amounts on deposit from time to time in the Series 2001 Project Account will
constitute Pledged Revenues.

(G) Bradley International Airport Cost of Issuance Fund
(2) Series 2001A Account
(2) Series 2001B Account

Amounts on deposit from time to time in the Series 2001A Account and the Series
2001B Account will constitute Pledged Revenues.

(H) Bradley International Airport Rebate Account

Revenue Fund and PFC Revenue Fund

The State will deposit and continue to deposit, from time to time as and when received,
() all Revenues (other than PFC Revenues, Released Revenues relating to the Parking Lease and
Special 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 therefor as follows:

(1 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 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 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.
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Moneys 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 its sole discretion:

0] to pay Operating Expenses (including amounts transferred from time to
time to the Department of Transportation to pay Operating Expenses in accordance with
the requirements of Section 15-101m 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 Prior
Indenture and (B) amounts in the Released Revenue Account will be used only for
Operating Expenses of the related Released Revenue Facilities;

(i) to deposit into the Debt Service Fund the amounts required by the 2001
Indenture, 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 permitted purposes pursuant to the 2001 Indenture;

(iii) to deposit into the Debt Service Reserve Account the amounts required by the
2001 Indenture, 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 permitted purposes 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 will be used only for
deposits to accounts or subaccounts relating to Bonds which have a lien on any Released
Revenues or for other permitted purposes 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, 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 have been made;

(vi) to pay any amounts required to be paid with respect to any Other Airport
Obligations, provided that, for any payments with respect to any Other Airport
Obligations, if such Other Airport Obligations relate to Released Revenue Facilities, then
such payments will be made from available amounts in the Released Revenue Account
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

(viii) for any other lawful purpose related to 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 Indenture.

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 Contracts 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 Airport Obligations unless all required payments have been
made with respect to Bonds and on all Contracts; provided if required by the terms thereof,
obligations treated as Senior Lien Bonds or Subordinate Lien Bonds pursuant to the 2001
Indenture will 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 by the 2001 Indenture, and there are not on deposit in the General Airport Fund
available moneys sufficient to cure any such deficiency, then the Trustee will withdraw from
accounts or subaccounts related to 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 in such funds and accounts, if less than the amount required) to
make up such deficiency.

PFC Revenues will be deposited initially into the PFC Coverage Account 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 2001A 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. 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 Revenues will be deposited into the PFC Coverage Account in each Fiscal Year until an
amount has been deposited therein equal to 125% of the PFC Component of the Debt Service
Requirements for such Fiscal Year on the Series 2001A Bonds and such Additional PFC
Revenue Bonds; provided that, the State may specify in the related Supplemental Indenture a
different flow of funds for 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 inability 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: (i) any balance remaining on deposit in the PFC Coverage Account
from the preceding Fiscal Year and (ii) any amounts transferred during such Fiscal Year from the
PFC Coverage Account to the Bond Service Account.

The amount on deposit in 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 applied to pay the PFC Component of the Debt Service Requirements on the Series 2001A
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 (i) transferred by the State to the
Deposit Account of the Improvement Fund to pay allowable costs of PFC Facilities, (ii)
transferred to the Bond Service Account or the Payments Account to be used for payments on
related Bonds and Contracts or (iii) used for such other purpose 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 Escrow Account.

Debt Service Fund

Deposits to Bond Service Account and Payments Acco&uifficient moneys will be

paid in periodic installments from the General Revenue Account into (i) the Bond Service
Account for the purpose of paying the Bonds as they become due and payable and (ii) the
Payments Account for the purpose of making payments under Contracts. Amounts held in the
Bond Service Account will not be used to pay Additional Interest. Amounts on deposit in the
PFC Coverage Account to be applied for the purposes set forth in 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 date.

Interest PaymentsUnless otherwise provided in the paragraph immediately above or in
a Supplemental Indenture, on or before th& #idy 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 therein, in the PFC Coverage
Account or in the Capitalized Interest Account and available to make such payment, is not less
than the interest (excluding Additional Interest) coming due 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 Interest) on the Bonds when due or to pay Reimbursement
Obligations for Credit Facilities under which the Credit Issuer makes all interest payments on the
Bonds. The State will also direct the Trustee to deposit and continue to 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 Payments.Unless otherwise provided in the first paragraph of this Section or
in a Supplemental Indenture, on or before th& By preceding each Principal Maturity 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 therein or in the PFC
Coverage Account and available 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 payable at maturity or upon redemption or to pay Reimbursement Obligations for Credit
Facilities under which the Credit Issuer makes all principal payments on the Bonds.
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Hedge Payments and Contract Payment&nless otherwise provided in the first
paragraph of this Section or in a Supplemental Indenture or a Hedge Agreement, on or before the
10" day preceding each payment date for Hedge Payments under Qualified 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 Qualified Hedge Agreements when due. Unless otherwise provided in the first paragraph
of this Section or in a Supplemental Indenture or a Contract, on or before the 10th day preceding
each payment date for amounts due on Contracts (other than Qualified Hedge Agreements or for
Reimbursement Obligations), including Additional Interest, continuing commission or
commitment fees and remarketing fees, 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 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 Moneys to Retire BondBlo further 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 Reserve Account
(without taking into account any amount available to be drawn on any applicable Reserve
Account Credit Facility), is sufficient 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 applied to the optional purchase or
redemption of Bonds prior to maturity unless: (i) provision has been made for the payment of all
of the Bonds of the same series and all other Bonds having a parity or higher ranking lien on any
category of Revenues securing such Bonds; or (ii) such Bonds are Senior Lien Bonds and such
moneys are applied to the purchase and cancellation of such Bonds which are subject to
mandatory redemption on the next mandatory redemption date, which falls due within 12
months, 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 redemption date; or (iii) such Bonds are Senior Lien
Bonds and such moneys are applied to the purchase and cancellation of such Bonds at a price
less 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 (iv) such
Bonds are Senior Lien Bonds and such moneys 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 each Fiscal Year the amount of moneys in any account or

subaccount of the Debt Service Fund exceeds the amount then currently required to be held
therein, the excess will be transferred to the related account in the Revenue Fund; provided any
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excess 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 authorizing 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 issuance of Additional Bonds which also
are secured by an existing subaccount of the Debt Service Reserve Account will be accumulated,
to 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 Bonds 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 is 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 Accourgrorraa 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
securities in 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 is required to be deposited into the Debt Service Reserve Account
after the issuance of Additional Bonds or upon 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 insufficient 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 in 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 needed of the moneys in the related subaccount, if any, 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 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 satisfy in whole or in part the Debt Service Reserve Requirement
for any Bonds by means of a Reserve Account Credit Facility delivered to the Trustee, subject to
the following requirements: (A) the Reserve Account Credit Facility Provider must have a credit
rating issued by a Rating Agency not less 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
equal 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 least one year (or, if less, the remaining term of the related
series of Bonds) and will entitle the Trustee to draw upon or demand payment and receive the
amount so requested in immediately available funds in sufficient time to allow the Trustee to
make the required payment from 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 (ii) 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 Facility, or any combination thereof, on or before the date of
such expiration or termination; (E) if the Rating issued by the Rating Agency to the Reserve
Account Credit Facility Provider is 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 Facility within 60 days after such rating change, and, if no substitute
Reserve Account Credit Facility is obtained by such date, will fund the Debt Service Reserve
Requirement in not more than 24 equal 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, if no
substitute Reserve Account Credit Facility is obtained by such date, will fund the Debt Service
Reserve Requirement in not more than 24 equal monthly deposits commencing not later than the
first day of the month immediately succeeding the date representing the end of such 60-day
period. If the events described in either clauses (E) or (F) above occur, the Trustee will not
relinquish the Reserve Account Credit Facility at issue until after the Debt Service Reserve
Requirement is fully satisfied by the provision of cash, obligations, or a substitute Reserve
Account Credit Facility or any combination thereof. Any amount received from the Reserve
Account Credit Facility will be deposited directly into the Bond Service Account, and such
deposit will constitute the application 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 fees
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 secured by it. The State reserves the right, if it
deems it necessary in order to acquire such a Reserve Account Credit Facility, to amend the 2001
Indenture 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 Bond 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 will 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 moneys 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), (c) to pay any governmental charges and assessments against the
Airport 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, suppliers, 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 Improvement 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 of capital improvements at the Airport and related expenditures, as
determined by the State, and will not otherwise be available for any 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 permitted by applicable
law, amounts transferred into the Improvement Fund from the PFC Escrow Account will be
applied only to pay costs of acquisition of or capital improvements to PFC Facilities.

Construction Fund

Proceeds of the Series 2001A Bonds will be deposited into the Series 2001 Project
Account in 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 receipt
of a requisition submitted by an Authorized Officer of the State in the form set forth in the First
Supplemental Indenture, only to pay for Costs of facilities at the Airport.

Except as otherwise provided in a Supplemental Indenture, completion of a Project will be
evidenced by the submission by the State of a final disbursement requisition in connection with such
Project. If any money remains in the Accounts in the Construction Fund created for the proceeds of
a series of Bonds at the end of the Construction Period related thereto and payment, or provision for
payment, in full of the costs of the Projects to be financed with the proceeds of that series of Bonds
has been made, then such money will be used promptly, unless otherwise provided in the
Supplemental Indenture relating thereto, for one or more of the following purposes at the direction
of an Authorized Officer: (i) payment of Costs of additional Projects; (ii) payment of interest as it
becomes due on that series of Bonds until all such excess amount is so used; (iii) retirement at their
maturity of principal of Bonds issued to pay costs of Projects; (iv) deposit into the Bond Service
Account for payment of Debt Service Requirements on Bonds other than Bonds of that series of
Bonds; (v) purchase of Bonds in the open market; and (vi) redemption of Bonds to the extent
permitted under the applicable Supplemental Indenture; provided that (A) with respect to clauses (ii)
through (vi), such use and the manner in which it is proposed to be made will not, in the opinion of
Bond Counsel or under ruling of the Internal Revenue Service, adversely affect the exclusion of the
interest on any series of Bonds from the gross income of the Holders thereof for federal income tax
purposes (to the extent that such Bonds were issued as Tax-Exempt Bonds), and (B) any money
remaining in an Account in the Construction Fund for a Project after completion of the Project will
be invested in accordance with the Code in such manner as not to adversely affect the exclusion of
the interest on the Bonds from the gross income of the Holders thereof (to the extent that such
Bonds were issued as Tax-Exempt Bonds).

In the event of the occurrence of an Event of Default under the 2001 Indenture, the balance

in the Construction Fund will be deposited into the Debt Service Fund and applied as set forth in the
Indenture. See “Defaults and Remedies” below.
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Cost of Issuance Fund

Amounts on deposit in an account of the Cost of Issuance Fund will be applied by the
Trustee at the direction of an Authorized Officer of the State to pay costs of issuance of the
applicable series of Bonds to the extent such costs qualify for payment from proceeds of the Bonds
in accordance with the Code or as otherwise provided in the applicable Supplemental Indenture.
Any moneys remaining in such account and not spent for such purpose will be transferred to the
related Project Account and applied to pay costs of Projects. An amount of proceeds of the Series
2001 Bonds as set forth in the First Supplemental Indenture will be deposited into the Series 2001A
Account and the Series 2001B Account of the Cost of Issuance 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 accounts, including escrow funds held by an escrow
trustee, as may be specified in the applicable Supplemental Indenture. Proceeds of the Series 2001B
Bonds will be deposited into an escrow fund in the amount specified in the First Supplemental
Indenture.

Rebate Account

Amounts credited to the Rebate Account will be free and clear of any lien under the 2001
Indenture and will not be a part of the Pledged Revenues. Provision will be made in 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(f) of the Code or other applicable law and for 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 restricted yield is required or
advisable under the Code) and containing such maturities as are deemed suitable 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 its own account.

Except as otherwise provided below or in a related Supplemental Indenture, Investment
Earnings in each fund and account will be deposited into the General Revenue Account of the
Revenue Fund. Investment Earnings from the investment of moneys in:

(1) each subaccount of the Debt Service Reserve Account will be retained in such
subaccount of the Debt Service Reserve Account at all times that the balance is less than
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the respective Debt Service Reserve Requirement; 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 Service 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 related Supplemental Indenture into the Project
Account to pay Costs 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
related series 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 authorizing the issuance of any Bonds may specify maturity
limitations and different allocations of Investment Earnings 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 special 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 to 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:

(i)  Payment of Debt Service Requirementbhe State will pay all the
Debt Service Requirements, 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.

(i)  Performance of Covenants and Agreementhe State will observe
and perform faithfully at all times all covenants, agreements, authority, actions,
undertakings, stipulations and provisions to be observed or performed on its part
under the 2001 Indenture, each Supplemental Indenture, the Bonds and related
Contracts that are executed, authenticated and delivered under the 2001 Indenture.

(i) 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 ObligatiansEach obligation of the State
required to be undertaken pursuant to the 2001 Indenture and the Bonds is 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 Prior Indenturel’he State covenants that
it will not issue additional bonds under the Prior Indenture.

(vi) Release of Funds Under Prior Indentur&he State covenants that, for
so long as the Series 1992 Bonds remain Outstanding it will cause from time to time
(but in sufficient time to allow the Trustee to timely make the deposits required
under the 2001 Indenture) the trustee for the Series 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.

(vii) Operating Agreements The State will take all reasonable steps to
enforce compliance by the other parties thereto with their obligations and
agreements under any Operating Agreements, including the obligation of each
Airline as a “Collecting Carrier” to collect and remit to the State all passenger
facility charges at the Airport required by the PFC Regulations to be so collected and
remitted; provided that the State may elect 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.

Rate 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, fees and other charges for the services and
facilities furnished by the Airport in an amount sufficient to:

(@)(i) pay all of the Airport’s Operating Expenses as they become due and payable, (ii)
pay all Debt Service Requirements on Bonds when due and payable, (ii) make all required
deposits, if any, into the Debt Service Reserve Account and the Rebate Account, (iv) pay
amounts required to be paid under any Contract or Other Airport 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 each Fiscal Year equal to at least:

0] 120% of the Debt Service Requirements on all Bonds secured by a
Senior Lien on General Revenues (including as Net General Revenues amounts

D-1-33



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

(i) 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 Revenues,
amounts on deposit in the PFC Coverage Account, butnobiding amounts on
deposit in the General Revenue Enhancement Account); and

(©) provide PFC Revenues in each Fiscal Year equal 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 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 Indenture the rate covenant provision to be applicable with respect to such Bonds
in accordance with clause (c) above under “Rate Covenant”; provided that, each 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 event will this provision 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 collect rates, fees, and other charges, or to
revise such rates, fees, and other charges, in accordance with the provisions of this Section in 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 Airport Consultant, there will be no
Event of Default as described 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 in application to all users falling within any reasonable
class.

After-Acquired Property, Further Assurancegll property and rights 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 hereof, and all such property
constituting Pledged Revenues, will become and be subject to the 2001 Indenture immediately upon
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the acquisition or deposit 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, execute, acknowledge and deliver, or
will cause to be done, all such further acts and things, and cause to be executed, acknowledged 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 reasonably
require for better accomplishing the provisions and purposes of the 2001 Indenture, and for securing
the payment of the Debt Service Requirements.

Annual Operating Budget; Audited Financial Statemeni$ie 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 in 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 Operating 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 Airport in Good Condition; Compliance with Applicable LaWse
State covenants that it has and will continue to enforce reasonable rules and regulations
governing the Airport and the operation thereof, that it will operate the Airport in an efficient and
economical 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 issued under the Federal Aviation Act of 1958, or any successor
statute, or (ii) 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
Indenture.

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 for which insurance otherwise
would be required. The costs of any insurance will be paid as an Operating Expense. Proceeds
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of insurance will be applied for the purpose for which such proceeds were received. To the
extent not otherwise applied to satisfy an obligation of the State to another Person, such
insurance proceeds will be applied to repair or restore any loss or damage to the facilities of the
Airport as a result of which such insurance proceeds were paid or such insurance proceeds will
be deposited into the applicable account of the Revenue Fund.

Sale, Lease or Encumbrance of AirportExcept as expressly permitted in the 2001
Indenture, 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 thereon have been paid in full or provision
for payment has been made in accordance with the 2001 Indenture.

The State has and reserves the right to sell, lease or otherwise dispose of any of the
property comprising a part of the Airport in the following manner, if any one of the following
conditions exists: (i) such property is not necessary for the operation of the Airport; (ii) such
property is not useful in the operation of the Airport; (iii) such property is not profitable in the
operation of the Airport; or (iv) the disposition of such property will be advantageous to the
Airport and will not materially adversely affect the security for the Bondholders. All proceeds of
any such sale of disposition received by the State will be deposited in the Revenue Fund unless
the State directs that amount be deposited in the Improvement Fund or the State is required to
deliver such amounts to another Person.

Tax Covenants To the extent that any series of Bonds is issued as Tax-Exempt Bonds,
the State will comply with applicable tax covenants included in the related Supplemental
Indenture, including making any required deposits into the Rebate Account for payment to the
United States.

Additional Bonds

Delivery of Additional Bonds If 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:

Q) when executed for and in the name and on behalf of the State and when
authenticated and released by the Trustee, those Bonds

(A)  will be legal, valid and binding special obligations of the State,
enforceable in accordance with their terms, subject to reasonable exceptions for
bankruptcy, insolvency and similar laws and the application of equitable principles,
and

(B)  will be secured under the 2001 Indenture equally and on a parity with
all other outstanding Bonds secured by a Senior Lien on the same category of
Revenues as to the security of the 2001 Indenture (to the extent provided thereby and
as specified in the applicable Supplemental Indenture), including the pledge of the
Pledged Revenues thereunder, to provide for payment of the Debt Service

D-1-36



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 outstanding 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 Senior Lien Bondga) 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 Senior 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:

(1) 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 Lien 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, satisfying the requirements of clause (1)
above, all Outstanding Senior Lien Bonds which are secured on a parity with the Bonds
to be refunded are 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 issued on a parity with Outstanding 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 satisfied:

(2) There has been procured and filed with the State and the Trustee either:

(A) a report 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 (ii) gifts
or grants or expenditures of such gifts or grants) for each 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 Outstanding 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
secured on a parity therewith, or
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(B) areport by an Airport Consultant to the effect that in each 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) gifts 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 percentage which may be specified in a Supplemental Indenture with
respect to Outstanding PFC Revenue Bonds) of the Maximum Annual Debt Service
Requirement on all Senior 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 clause
(b)(1)(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, imposed prior to the date of
delivery of the proposed Additional Bonds and not fully reflected in the historical related Net
Revenues actually received during such historical period used. Such pro forma adjustments, if
any, must be based upon a report of an Airport Consultant as to the amount of related Revenues
which would have been received during such period had the new rate schedule been in effect
throughout such period.

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 Indenture the
percentage applicable to the issuance of additional PFC Revenue Bonds for purposes of clauses
(A) and (B) above under “Additional Senior Lien Bonds;” provided that, each 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 percentage for purposes of clauses (A) and (B) above under “Additional Senior Lien
Bonds” will not, by itself, 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
effect that the payments required to be made into each account or subaccount of the Debt
Service Fund have been made and the balance in each account or subaccount of the Debt
Service Fund and the Debt Service Reserve Account (to the extent that amounts are
required to be on deposit therein) is not less than the balance required by the 2001
Indenture as of the date of issuance of the proposed Additional Bonds.

3 If Senior 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 authorizing the proposed Additional Bonds
must require (i) 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 to such Additional Bonds, be increased to not less than 100% of the
Debt Service Reserve Requirement computed on a basis which includes all Senior Lien
Bonds which will be Outstanding and secured on a parity with the Additional Bonds
immediately after the issuance of the proposed Additional Bonds and (ii) 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 authorizing the proposed Additional Bonds
must require the proceeds of such proposed Additional Bonds to be used solely to make
capital improvements to the Airport, 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 expenses incidental
thereto and to the issuance of the proposed Additional Bonds.

(5) If any Additional Bonds would bear interest at a Variable Rate, the
Supplemental Indenture under which such Additional Bonds are issued provides a
maximum rate of interest per annum which such Additional 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 there are none with a Senior Lien on such Revenues)
may be issued, and the Bonds so issued will be Senior Lien Bonds, if all of the conditions of the
2001 Indenture are satisfied.

(d) Obligations which would be Other Airport Obligations but for the existence of a
Senior Lien on a category of Revenues securing such obligations may be issued and so secured,
and thereafter will be treated as Senior 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 Senior Lien Bonds are to have Senior 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.

() 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:

0] 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 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), all

Series 1992 Bonds are being refunded under arrangements which immediately result in
making provision for the payment of such Series 1992 Bonds; and
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3) the requirements of issuing Additional Bonds under the 2001 Indenture
and subsections (b)(2) and (5) above under “Additional Bonds” are met with respect to
such refunding Bonds.

Additional Subordinate Lien Bondga) Bonds also may be issued on a Subordinate Lien
basis pursuant to a Supplemental Indenture, payable from, unless such Bonds are to be secured
by PFC Revenues, moneys which otherwise would be deposited in the General Airport Fund, and
the Bonds so issued will constitute Subordinate Lien Bonds, if all of the following conditions are
satisfied

Q) The Supplemental Indenture authorizing the Subordinate Lien Bonds
provides that such Subordinate Lien Bonds will be junior and subordinate in lien and
right of payment (A) directly, to any Outstanding Senior Lien Bonds or Senior Lien
Bonds issued 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
Senior Lien Bonds or Senior Lien Bonds issued 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 service on the Subordinate Lien Bonds, to pay Hedge Payments under related
Hedge Agreements, and to provide reserves therefor. If Subordinate 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.

3) 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 issuance 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
Facility then in effect with respect to any Bonds) shall indicate in writing to the State that the
issuance of such Subordinate Lien Bonds will not, by itself, result in a reduction or withdrawal of
such Rating.

(b) In 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 its creditors, as such, or to its property, and in the event of any
proceedings for voluntary liquidation, dissolution, or other winding up of the State or the
Airport, whether or not involving insolvency or bankruptcy, the owners of all Senior Lien Bonds
then Outstanding and parties to related Contracts or Hedge Agreements will be entitled to receive
payment in 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, premium, if any, or interest on the Subordinate Lien Bonds
or related Contracts or Hedge Agreements.

(©) In the event that any of the Subordinate Lien Bonds are declared due and payable
before 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 Lien Bonds, payments on related Contracts or Hedge Payments under
related Hedge Agreements, until the owners of all Senior Lien Bonds Outstanding having a
Senior Lien on a category of Revenues as to which such Subordinate Lien Bonds have a
Subordinate Lien and parties to related Contracts or Hedge Agreements have received payment
in full of all principal and interest on all such Senior Lien Bonds and all payments on related
Contracts or Hedge Agreements.

(d) If any Event of Default has occurred and is continuing (under circumstances when
the provisions of subsection (b) immediately above will not be applicable), the owners of all
Senior Lien Bonds then Outstanding and parties to related Contracts or Hedge Agreements will
be entitled to receive payment in full of all principal and interest then due on all such Senior Lien
Bonds and related Contracts or Hedge Agreements before the owners of the Subordinate Lien
Bonds or parties to 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 of principal of, premium, if any, or interest on the Subordinate Lien Bonds or
payments under related Contracts or Hedge Agreements.

(e) 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
secured, and thereafter will be treated as Subordinate Lien Bonds, if all of the conditions of
subsections (a) through (d) immediately above are satisfied treating such obligations as
Subordinate Lien Bonds and the issuance and security documents therefor as Supplemental
Indentures.

Additional Special Purpose Revenue Bonds; Hybrid Bonds; Other Airport Obligations
Additional Special Purpose Bonds may be issued after compliance with any requirements
therefor set forth in any Supplemental Indenture 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, if, 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 Subordinate Lien on a category of Revenues, the
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applicable requirements of the 2001 Indenture are met. The Bonds so issued will be treated as
Subordinate Lien Bonds for purposes of the 2001 Indenture provided such treatment will not be
applicable if 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 Revenues
securing such Hybrid Bonds.

Hybrid 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 purposes 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 Revenues; Securitization® separable category or portion of revenues,
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
purposes, including the security for Released Revenue Bonds, if all of the following conditions
are met:

Q) Filing with the State and the Trustee of a report of an Independent
Certified Public Accountant to the effect that historical Net General Revenues,
determined excluding the category of Revenues proposed to become Released Revenues
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 Outstanding after the category of Revenues
becomes Released Revenues;

(2) Rating Agency confirmation that the ratings on the respective Outstanding
General Revenue Bonds will not be reduced as a result of such withdrawal of 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 certifying the State is in compliance with all requirements of the
2001 Indenture; and

(4) Either the report described in clause (1) above must include statements to
the effect that, or there must be filed a separate report of an Independent Certified Public
Accountant to the effect that, there are sufficient internal accounting and fiscal operations
management practices in place at the Airport to provide an adequate basis for the
additional accounting and related procedures required as a result of the release of
revenues from General Revenues and the subsequent treatment thereof as Released
Revenues.
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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 Airport
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, 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.

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 execution of the 2001 Indenture, there are no
“Special Purpose Facilities.”

Accession of Subordinate Lien Bonds and Related Contracts to Senior Lien SBstus.
proceedings authorizing Subordinate Lien Bonds or a lien 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 lien on the
same category of Revenues if, as of the date of accession, the conditions of 2001 Indenture are
satisfied, 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:

(@) 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
been 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 Agreementi connection with the issuance of any Bonds,
the State may obtain or cause to be obtained 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 Facilities; (ii) 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 Facility, 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 payments with respect to
such Bonds will include principal and interest (except for 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) due
on the Reimbursement Obligation incurred as a result of payment of such Bonds with the Credit
Facility. All other amounts payable under the Credit 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 due on the Bonds may be secured to the extent of such amounts 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 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 of 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 to any Bonds. The State will authorize the
execution, delivery, and performance of each Qualified Hedge Agreement in a Supplemental
Indenture, in which it will designate the related Hedged 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 Bonds, as determined by the State.

Defeasance

If (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 Holders of the Outstanding Bonds, all the Debt Service
Requirements due or to become due thereon, and (ii) 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 2001 Indenture will cease, terminate and become null and void (except for those provisions
described below).

Thereupon, and subject to the provisions below, if applicable, (i) the Trustee will 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 pursuant 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
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discharge or as reasonably may be requested by the State, and (ii) the Trustee and any other Paying
Agents will assign and deliver to the State any property then subject to the lien 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 to 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 series of Bonds will be deemed to have been paid and
discharged within the meaning of the 2001 Indenture, if: (a) the Trustee as paying 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 national reputation to be
of such maturities or redemption dates and interest payment dates, and to bear such interest, as will
be sufficient together with any money to which reference is made in the 2001 Indenture, without
further investment or reinvestment of either the principal amount thereof or the interest earnings
therefrom (which earnings are to be held likewise in trust and so committed, except as provided in
the 2001 Indenture) for the payment of 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 redemption 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
satisfactory 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 later 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 is determined from time to time by the Trustee to be in excess of the
amount required to be held by the Trustee for such purposes, that income, interest or increment will
be transferred at the time of that determination to the State free of any trust or lien.

Prior to any discharge of Bonds under the 2001 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 cause a written notice to be given within 15 days after such Bonds are so deemed paid and
discharged to each Holder as shown on the Register on the date on which such Bonds are deemed
paid and discharged. Such notice will state the numbers of the Bonds deemed paid and discharged
or state that all Bonds of a particular series are deemed paid and discharged, set forth a 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
provisions made for such notice pursuant to the 2001 Indenture. The State may reserve the right to
substitute obligations held pursuant to the 2001 Indenture 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, prior to such substitution, there will be delivered to the State and
the Trustee a Favorable Opinion of Bond Counsel with respect to such substitution.
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Notwithstanding the foregoing, 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 of 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 to maintaining tax status of the Bonds;
any provisions relating to the receipt or application of PFC Revenues required to remain in effect
as a matter of federal 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 release 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 will 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 of his own affairs.

The Trustee will not be required 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 is 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 Outstanding. 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 furnished to it by the State or the Holders for the reimbursement of all
reasonable and necessary out-of-pocket expenses (including reasonable counsel fees) that it may
incur and to protect it against all liability 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 duties 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
State, 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 in violation of, or for failing to act or proceed in accordance with, any provision of the
2001 Indenture 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, (ii) be in good standing within the State, (iii) be
duly authorized to exercise trust powers within the State, (iv) 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

Events of Default The occurrence of any of the following events is defined as and declared
to be and to constitute an Event of Default under the 2001 Indenture:

() Failure to pay interest on any Senior Lien Bond or under any related Contract
when and as that interest 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 relating to Senior Lien Bonds which default will continue for
30 days thereatfter;

(d) Failure by the State to 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 is given to the State, which notice may be given by the Trustee in its
discretion and will be given by the Trustee at the written request of the Holders of not less
than, or a Credit Issuer securing not less than, 25% in aggregate principal amount of Senior
Lien Bonds then Outstanding; provided that if the failure is 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;

(N Failure by any Credit Issuer to pay the purchase price of Senior Lien Bonds
under any Credit Facility then in effect;

(g) Delivery to the Trustee by a Credit Issuer of written notice stating that an “Event
of Default” has occurred under any Credit Facility Agreement relating to Senior Lien
Bonds; or

(h) Delivery to the Trustee by a Qualified Hedge Provider of written notice stating
that an “Event of Default” has occurred under any Hedge Agreement;

provided if the Event of Default 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 Event of Default will be deemed to apply solely to the related
Bonds and Contracts and the provisions of the 2001 Indenture will otherwise remain in full force
and effect with respect to all other Bonds and related Contracts.

The term “default” or “failure” 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 its
part to be observed or performed contained in the 2001 Indenture or in the Senior Lien Bonds or
related Contracts, exclusive of any period of grace or notice required to constitute a default or
failure as an Event of Default, as provided above.

Notwithstanding the foregoing, if, by reason of Force Majeure, as defined in the 2001
Indenture, the State is unable to observe or perform any covenant, agreement or obligation that
would give rise to an Event of Default under the 2001 Indenture, the State will not be deemed in
default during the continuance of such inability. 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 to remove the
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effects thereof; provided that the settlement of strikes or other such disturbances will be entirely
within its discretion.

Notice of Default. If 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 Default occurs of which the Trustee
has notice pursuant to the 2001 Indenture, the Trustee 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 of 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 if and so long as the Trustee in good faith
determines that the withholding of notice to 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 is 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 Trustee and permitting waivers of Events of Defaults, and to any direction by the
Holders of a majority of the aggregate principal amount of the Senior Lien Bonds then Outstanding
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 amount 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 Indenture notwithstanding, the Holders of a majority in
aggregate principal amount of Senior Lien 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 Trustee, the method and place of conducting all proceedings to be taken in connection with the
enforcement of the terms and conditions of the 2001 Indenture or any other proceedings under the
2001 Indenture; provided that (i) 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 Indenture, and (iii) 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.If an Event of Default occurs and has not been remedied, the Trustee
will apply all Pledged Revenues as follows and in the following order of priority (subject to clause
(e) below):

€) Fees, Expenses and Advances of Trustee and any Paying Agent and the
Bond Registrar — to the payment of any fees of, and of all costs, expenses, 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 limitation, reasonable attorneys’ fees
and expenses, except as limited by law or judicial order or decision 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 Expenses and Renewals and Replacements — then, within each
category of Revenues, to the payment of all reasonable and necessary related Operating
Expenses and major renewals and replacements to the related facilities at the Airport.

(c) Principal or Redemption Price, Interest on Senior Lien Bonds and Payments
on related Contracts — then, within each 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 due on the Senior Lien Bonds, in the order of the maturity of such
installments (with interest on defaulted installments of interest at the rate or rates
borne by the Senior Lien Bonds with respect to which such interest is due, but only
to the extent permitted by law), and, if the amount available will not be sufficient to
pay in full any particular installment, then to the payment ratably, according to the
amounts due on such installment, to the Holders entitled thereto, without any
discrimination or preference. If some of the Senior Lien Bonds bear interest payable
at different intervals or upon different dates and if 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 Lien Bonds of each class (a class consisting of all
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Senior Lien Bonds payable as to interest on the same datesata among Senior

Lien Bonds of the various classes on a daily basis so that there accrues to each
Holder of a Senior Lien Bond throughout each Fiscal Year the same proportion of
the total interest payable to such Holder of a Senior 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 interest (if any)
will be treated as principal of such Bonds.

second: to interest portions of Reimbursement Obligations related to Senior
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 Senior Lien Bonds which will have become due at maturity or upon
mandatory redemption prior to maturity (other than Senior Lien Bonds called for
redemption for the payment of which moneys are held pursuant to the provisions of
the 2001 Indenture), in the order of their due dates, with interest upon such Senior
Lien 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 to the
payment of such principal, ratably according to the amount of such principal due on
such date, to the Holders entitled thereto without any discrimination or preference.
If some of the Senior Lien Bonds mature (including mandatory redemption prior to
maturity as a maturity) upon a different date or dates and if at any time moneys from
the Debt Service Reserve Account must be used to pay any such principal falling
due, the moneys in the Debt Service Reserve Account not required to pay interest
under paragraph first above will be applied to the extent necessary to the payment of
all principal falling due prior to the date 12 months after the date of application of
such moneys. After such period, moneys in the Debt Service Reserve Account not
required to pay interest plus any other moneys available for such purpose in the
Bond Service Account will be set aside for the payment of principal of Senior Lien
Bonds of each class (a class consisting of all Senior Lien Bonds payable as to
principal on the same datpjo rataamong Senior Lien Bonds of the various classes
which mature or must be redeemed pursuant to mandatory redemption prior to
maturity throughout each Fiscal Year in such proportion of the total principal
payable on each such Senior Lien Bond as will be equal among all classes of Senior
Lien Bonds maturing or subject to mandatory redemption within such Fiscal Year.
The Accreted Value of a Compound Interest 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.
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fourth: to the payment of the principal portions of Reimbursement
Obligations related to Senior Lien Bonds pursuant to the terms of the related
Contracts.

fifth: to the payment of the redemption premium on and the principal of any
Senior Lien Bonds called for optional redemption pursuant to their terms.

sixth: to the payment of all other amounts then due on Contracts related to
Senior Lien Bonds.

(d) If a series of Senior Lien Bonds has a Senior Lien on more than one category
of Revenues, payments will be made thereto under clauggdahata as to the number of
Senior Liens; provided if after such payments amounts are owed on such Bonds and
amounts are remaining hereunder, payments thereon 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 (c), further payments will be made with respect to all Subordinate Lien Bonds
and Hybrid Bonds (to the extent not already paid) upon the same order and priority as used
for Senior Lien Bonds under clause (c) within lien classifications as provided in the related
Supplemental Indenture.

(e) Notwithstanding anything else in the 2001 Indenture to the contrary,
payments made pursuant to clauses (b), (c) and (d) will be made by category of Revenues to
related Bonds such that:

0] Amounts traceable to General Revenues are used only for General
Revenue Bonds and related Contracts;

(i)  Amounts traceable 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;

(i)  Amounts traceable to Released Revenues are used only for Released
Revenue Bonds and related Contracts or otherwise as permitted by the 2001
Indenture; and

(iv)  Amounts not traceable to particular categories of Revenues will be
used first as General Revenues for purposes of this Section, then as PFC Revenues,
then as other Released Revenues, and then as Special Purpose Revenues.

) Whenever money is to be applied, that money will be applied at such times,
and from time to time, as the Trustee determines, having due regard for the amount of
money available for application and the likelihood of additional money becoming available
for application in the future. Whenever the Trustee will direct the application of that money,
it will fix the date upon which the application is to be made, and upon that date, interest will
cease to accrue on the amounts of principal, if any, to be paid on that date, provided the
money is available therefor. The Trustee will give notice of the deposit with it of any
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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 thereof, until the Bond is
presented to the Trustee for appropriate endorsement or for cancellation if it is to be paid
fully.

In accordance with the Act, Holders have no authority to appoint a separate trustee to
represent them. A Holder will not have any right to institute any suit, action or proceeding for the
enforcement of the 2001 Indenture, for the execution of any trust under the 2001 Indenture, or for
the exercise of any other remedy under the 2001 Indenture, unless:

@ there has occurred and is continuing an Event of Default of which the
Trustee has been notified, as provided in the 2001 Indenture, or of which it is deemed to
have notice thereunder,

(b) the Holders of at least a majority in aggregate principal amount of Senior
Lien Bonds then Outstanding have made written request to the Trustee and have afforded
the Trustee reasonable opportunity to proceed to exercise the remedies, rights and powers
granted in the 2001 Indenture or to institute the suit, action or proceeding in its own name,
and have offered indemnity to the Trustee as provided in the 2001 Indenture, and

(c) the Trustee, for 60 days thereafter, has failed 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 DefaultExcept 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

(@ at least a majority 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% in aggregate principal amount of all Senior Lien Bonds then
Outstanding, in the case of any other Event of Default.

Such written request will take priority over other actions 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 occurred, has been duly
paid or provision has been duly made therefor by deposit with the Trustee or Paying Agents. If such

a waiver occurs, or any suit, action or proceedings taken by the Trustee on account of any Event of
Default has been discontinued, abandoned or determined adversely to it, then the State, the Trustee
and the Holders will be restored to their former positions and rights under the 2001 Indenture,
respectively. No waiver or rescission will extend to any subsequent or other Event of Default or
impair any right consequent thereon.

Supplemental Trust Indentures

Supplemental Indentures Not Requiring Consent of Bondholddise State and the
Trustee, from time to time and at any time, subject to the conditions and restrictions26Qhe
Indenture, may enter into one or more Supplemental Indentures which thereafter will form a part
of the 2001 Indenture, for any one or more or all of the following purposes:

@) to add to the covenants and agreements of the State in the 2001 Indenture other
covenants and agreements thereafter to be observed or to surrender, restrict or limit any right or
power reserved in the 2001 Indenture to or conferred upon the State (including but not limited to
the right to issue Additional Bonds);

(b) to make such provisions for the purpose of curing 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 inconsistent with the 2001 Indenture;

(c) to subject to the lien and pledge of the 2001 Indenture additional revenues,
receipts, properties, or other collateral,

(d) to evidence the appointment of successors to any depositories, Paying Agent(s),
or Bond Registrar(s);

(e) to modify, amend or supplement the 2001 Indenture in such manner as to permit
the qualification of the 2001 Indenture under the Trust Indenture Act of 1939 or any federal
statute hereinafter in effect, and similarly to add to the 2001 Indenture such other terms,
conditions and provisions as may be permitted or required by such Trust Indenture Act of 1939
or similar federal statute;

() to make any modification or amendment of the 2001 Indenture required in order
to make any Bonds eligible for acceptance by DTC or any similar holding institution or to permit
the issuance of any Bonds or interests therein in book-entry form;

() to modify any of the provisions of the 2001 Indenture in any respect if such
modification will not become effective until after all the Bonds Outstanding immediately prior to
the effective date of such Supplemental Indenture ceases to be Outstanding and if any Bonds
issued contemporaneously with or after the effective date of such Supplemental Indenture will
contain a specific reference to the modifications contained in such subsequent proceedings;
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(h) 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 to revise,
enlarge or reduce the definition or description of any particular Project;

) to create additional subaccounts or to abolish any subaccounts within any account,
or to change the amount of the 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 securities 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 issuance 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;

() to make such modifications in the provisions of the 2001 Indenture 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 (ii) bear interest at a Variable Rate;

(m)  to permit the State to sell or assign, in whole or in 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, (i) 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 in the 2001
Indenture that have been assigned to such Person, (ii) 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 to the State that such sale or assignment will not cause the then applicable
Rating on any Bonds to be reduced or withdrawn and (iii) for any Outstanding 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 2001 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 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 to the
State that such modification will not cause the then applicable Rating on any Bonds to be
reduced or withdrawn and (ii) for any Outstanding 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 modification.

Any Supplemental Indenture authorized by the provisions of the 2001 Indenture may be
entered 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 2001 Indenture.
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 “modification, 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 Revenues 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 all holders of Bonds related to several
categories of Revenues, (4) require the consents of all 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 Indentures Requiring Consent of Bondhold&sth the consent of the
owners of not less than a majority in 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 Revenues 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 eliminating any of the provisions of the 2001
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 Outstanding
under the 2001 Indenture; (c) 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 maturity 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 equal to or prior 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 Indenture; or (g) deprive the owners of the Bonds of the right to
payment of the Bonds or from the Pledged Revenues, without, in each case, the consent of the
owners of all the Bonds then Outstanding of the category of Bonds affected thereby. No
amendment may be made under the 2001 Indenture which affects the rights or duties of any
Credit Issuer securing any of the Bonds or any Qualified Hedge 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 period in which such Credit Facility is
outstanding, the Credit Issuer may have the consent rights of 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 extent provided in the applicable Supplemental Indenture.
Notwithstanding the foregoing, if a Credit Issuer is granted the consent rights of the owners of
any Bonds in a Supplemental Indenture and refuses to exercise such consent rights, either
affirmatively or negatively, then the registered owners of the Bonds secured by the related Credit
Facility may exercise such consent rights.

Favorable Opinion of Bond CounselThe 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 Bond 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 Bond Insurer will
have certain rights, including the following:

1. Except for the giving of notice of default to bondholders, the Bond Insurer will 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 Bradley
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 summary statements do not purport to be complete and are subject to and qualified in
their entirety by reference to the Indenture.

Definitions of Certain Terms
The following are definitions of certain terms as used in the Indenture:

"Airline" means al of the air transportation companies now or hereafter entering into
Operating Agreements.

"Airport Improvements'means those improvements to be financed with the proceeds of
the Bonds.

"Amortization Requirementfor any Bond Year (as applied 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 Amortization Requirements for the term bonds of any series is
equal to the principal amount of the term bonds of such series. The Amortization Requirements
for 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 issued pursuant to the Indenture.

"Bond Insurer"means (i) the Financial Guaranty Insurance Company, a New Y ork stock
insurance company, its successors and assigns, or (ii) another authorized issuer of municipal
bond insurance policies acceptabl e 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 Agreementsieans those agreements entered into with the Concessionaires
whereby Concessionaires lease, or obtain any right in or to the use of, al or any part of the
buildings, structures and facilities and the real property or interests in real property included in
the Airport and providing for certain concession rentals and payments during the term thereof,
together with all agreements of similar type hereafter entered into, as the same may be amended
and supplemented from time to time.
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"Concessionaires’ means all of the persons now or hereafter entering into 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 necessary current expenses of the State,
paid or accrued in administering, operating, maintaining and repairing the Airport. Without
limiting the generality of the foregoing, the term Current Expenses includes (a) costs of
collecting Gross Operating Revenues and of making any refunds therefrom lawfully due others;
(b) engineering, audit reports, lega 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 self-insurance for the foregoing; (d) costs of routine maintenance, repairs,
replacements, renewals and aterations 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 thereof or income therefrom; (f) costs of
utility services, however provided; (g) the costs and expenses of management services and
general administrative overhead of the State alocable 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
fidelity 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 deposited 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 alocable share of any premium of any blanket policy pertaining to the Airport or Gross
Operating Revenues, and costs of recording, mailing and publication; (k) al other costs and
expenses of administering, operating, maintaining and repairing the Airport arising in the routine
and normal 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
tothe 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:

(i) direct general obligations of, or obligations the payment of the principal and
interest of which are unconditionally guaranteed by, the United States of America; or
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(if) 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
Land 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 al income, revenues and moneys
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 Airport or from the sale or
rental of any commodities 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,
earnings on the investment of the proceeds of the Notes and the Bonds; () 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 Indenture, income
derived by the State from any Specia Facility Leases (as defined in the Indenture); (€) any grants
from the State actually appropriated and allotted for unrestricted use at the Airport and (f) any
moneys 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 indebtedness 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 benefiting 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 issued in anticipation of Bonds pursuant to the Indenture,
including 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 interestsin 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.
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"Principal and Interest Requirement” for any Bond Year, as applied to Bonds of any
series, means the sum of:

(i) the amount required to pay the interest on all Bonds of such series which is
payable on April 1 in such Bond Year and on October 1 of the next ensuing Bond Y ear;
plus

(i) 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 Y ear; and

(iif) the Amortization Requirement for the term bonds of such series for such
Bond Year.

In computing the Principal and Interest Requirement for any Bond Y ear 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 Y ear.

" Supplemental 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 irrevocably pledged the Trust Estate to secure 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; (5)
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, securities, investments, grants (excluding grants by the Federa
government) and other personal and real property pledged to secure the Bonds under the
Indenture. The Bonds, including the principal thereof and interest and premium, if any, thereon,
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 thereof is subject to the
liability on the Bonds except to the extent of the revenues, receipts, funds and moneys pledged to
secure the same.

D-2-4



Funds and Accounts

Under the Indenture, the following funds and accounts have been established with and are
administered by the Trustee:

1 Construction Fund. Moneys 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 favor of the holders of the Bonds and for
the further security of such holders until paid out as provided in the Indenture. Proceeds
of the Initial Bonds and any Additional Bonds properly alocable to construction of the
Airport Improvements are to be deposited 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 are to be deposited therein.

2. Debt Service Fund. Within the Debt Service Fund are to be four separate
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 purposes specified in subparagraph d. below.

a Bond Service Account. Moneys held to the credit of the Bond
Service Account are to be used for the purpose of paying the principal of and
interest on the Bonds as they become due and payable. The Trustee, on the
twenty-fifth (25) day of March and September of each year, is 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 Y ear the Bond Service Account is to be depleted except for an
amount equal to no more than the greater of (A) one (1) year's earnings 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 of the capitalized interest period established in accordance with the
Indenture, 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 credit 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 are to be used for the purpose 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 excessis 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
compl eted.

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:

(D) The Trustee is to endeavor to purchase outstanding Bonds,
whether or not such Bonds are subject to redemption, at the most
advantageous price obtainable, with reasonable 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 delivery 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 Service 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
areto 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 current
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 seriesis subject to redemption
from moneys in the Debt Service Fund and if the Trustee is at any time
unable to exhaust the moneys applicable to the Bonds of such seriesin 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 feasible, applied to the
retirement of the Bonds of such series; (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 seriesin proportion (as nearly
as practicable) to the aggregate principal amount of the Bonds of each
series originally issued; and (d) after the retirement of al term bonds, to
the redemption of the serial bonds issued under the provisions of the
Indenture in the manner provided therein or in the Supplemental Indenture
providing for the issuance of such seria bonds, 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 series maturing on such
date.

d. Interim Reserve Account. Moneys held to the credit of this account
are to be transferred, at any time during the Fiscal Years ending June 30, 1989
through June 30, 1991, to the Revenue Fund if and to the extent that, immediately
prior to the distribution required on the twentieth (20th) of each month pursuant to
the Indenture, the balance then held to the credit of the Revenue Fund shall be
insufficient to meet, in full, the requirements of the Indenture 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, fees, 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 applied as provided in the Indenture all moneys deposited in the
Revenue Fund and the securities 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
benefit of the holders of the Bonds. To the extent any such moneys and securities are 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 is to disburse moneys from the Revenue Fund in accordance with
provisions outlined in "Application Of Gross Revenues' below.

4, Operation and Maintenance Reserve Account. Within the Revenue Fund
IS a separate account known as the Operation and Maintenance Reserve Account.
Moneys 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
authorization or direction whenever there are insufficient moneys in the Revenue Fund
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for such purpose. Deposits to this account are subject to limitations 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 remaining in the
Note Repayment Fund after the last maturity date of such outstanding Notes in excess of
the amount of principal and interest due and payable 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 Indenture 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 Trustee 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 moneys 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 (ii) 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 Airport 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 authorized
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 resolution 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 to 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 unrestricted moneys in the General Airport Fund which may be applied
to such purpose.
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Application of Gross Revenues

Moneys deposited to the credit of the Revenue Fund are to be applied by the Trustee at
al times, in the amounts and in the order of priority set forth as follows:

On or before the twentieth (20th) day of each month for which an Annual Operating
Budget is required, the Trustee is to withdraw from the Revenue Fund al moneys then held for
the credit of the Revenue Fund and is to deposit the sum so withdrawn to the credit of the
following accounts or funds in the following order:

@ to the credit of the Bond Service Account and the Redemption Account,
respectively, such amounts thereof, if any (or the entire sum so withdrawn if less than the
required amount, in which case such sum is to be allocated among the purposes set forth
in this subparagraph on a pro rata basis), as may be required (1) to make the amount then
held to the credit of the Bond Service Account equal to one-twelfth (1/12) of the principal
of each serial bond which will become due and payable within the next ensuing twelve
(22) months, times the number of full or partial calendar months which have elapsed
since the last annual installment of principal on each such serial 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 each of the bonds then outstanding, times the
number of full or partial calendar months which have elapsed since the last semi-annual
installment of interest on each 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 payable
on principal amounts of term bonds equal to the amount of such Amortization
Requirements if such principal amount of term bonds should be called for redemption on
the first day of the Bond Y ear next ensuing, times the number of full or partial calendar
months having elapsed since the beginning of such Bond Y ear; provided, however, that if
the amount so deposited to the credit of the Redemption Account in any Bond Year is
less than such amount, the requirement therefor is nevertheless cumulative and the
amount of any deficiency in any Bond Y ear is added to the amount otherwise required to
be deposited in each Bond Y ear thereafter until such times as such deficiency has been
made up;

(b) to the credit of the Reserve Account, out of any balance remaining after
making the deposits under subparagraph (a) above (or the entire balance if less than the
required amount), one-twelfth (1/12) of the amount, if any, necessary to make the amount
deposited to the credit of the Reserve Account in such Bond Y ear equal to the maximum
amount of the Principal and Interest Requirements for the current or any succeeding
Bond Y ear on account of all the Bonds then outstanding; provided, however, that no such
deposit is to be made if the amount then to the credit of the Reserve Account is not less
than the maximum amount of the Principal and Interest Requirements for any succeeding
Bond Y ear on account of all Bonds then outstanding;

(©) to the Interim Reserve Account, out of any balance remaining after
making the deposits under subparagraphs (a) and (b) above (or the entire balance if less
than the required amount), (A) in each 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 (c) 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 (c) from prior months until the amount in such fund in equal to $4,800,000;
provided, however, that at least once in each Fiscal Y ear, 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 imposed in the Indenture for any of the Fiscal
Y ears ending June 30, 1989 through June 30, 1991, then the payments required under this
subparagraph (c) shall be increased in the amount necessary on an annual basis (based 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
Y ears 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 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 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 Maintenance 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 |ess than twenty-five percent (25%)
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 are not to be reduced to less than the
O&M Account Requirement;

) to the Note Repayment Fund, such amount, if any, of the balance
remaining after making the deposits under subparagraphs (a) through (€) 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 equal to the full amount of the twenty-five
percent (25%) coverage requirement as set forth in subparagraph (h) below;

(9 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

D-2-10



from time to time to pay the costs of any additions, 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 (i) the amount required in such Fiscal Y ear 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 (ii)
the amount required in such Fiscal Year to pay the principal of the Bonds as and when
the same shall become due and payable (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/l nvestments

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 Genera 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 lien 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 General 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. In 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 Improvement 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.

Investment Securities include: (i) direct obligations of, or obligations the principa of and
interest on which are unconditionally guaranteed 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; Federa Home Loan
Bank System; Export-Import Bank of the United States; Federal Land Banks; Federal National
Mortgage Association; United States Postal Service; Government Nationa Mortgage
Association; and Federa 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; (iii) New
Housing Authority Bonds, Temporary Notes or Preliminary Loan Notes 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 thereof; or Project Notes issued by public agencies or
municipalities and fully secured as to the payment of both principal and interest by a requisition
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 Section 3-
27a of the Connecticut General Statutes, or any successor provision; (v) direct and genera
obligations, to the payment of the principal 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 political 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 (i),
(i), (iii) or (iv) above, which obligations shall at al 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 Federal Deposit Insurance Corporation, which agreements are secured by
obligations described in items (i), (ii), (iii) 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 Revenues 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, certificates,
warrants or other evidences of indebtedness and the payment thereof by alien 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 L eases and Obligation Bonds

The State reserves the right 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 Airport or will agree to acquire or 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 not
then constituting part of the Airport (which land if not then owned or leased by the State may be
acquired for such purpose), or to acquire and remodel, renovate or rehabilitate a building,
structure or other facility (including the site thereof) 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 Specia Facility under the following conditions:

D No Special Facility will be constructed or acquired and leased for use or
occupation: (a) if the Specia 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 Specia Facility Lease may be entered into between the State, as lessor,
and the user or occupier of such Special Facility, aslessee, pursuant to which the lesseeis
to agree to pay the State in each year 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 Specia Facility: (i) fixed rentals (the "fixed rentals")
in periodic installments 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 al Specia
Obligation Bonds to be issued to pay the cost of construction or acquisition of the Special
Facility; (ii) 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 additiona rental payable in periodic installments
and free and clear of all charges under such Specia Facility Lease, in an amount equal 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 If the land on which the Specia Facility is to be constructed constitutes a
part of the Airport, the Special Facility Lease is 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 rental, 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 al charges under such Special Facility Lease; is to be in addition to the
rentals previously described; is 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 isor isto be located on land included in the Airport,
the Specia Facility Lease is to provide that al rentals payable thereunder which are not
required to pay the Special Obligation Bonds issued to pay the cost of construction and
acquisition of the Specia Facility leased thereby (including reserves for such Special
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 right to issue Special Obligation Bonds for the purpose of
paying the cost of constructing and acquiring a Special Facility 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) are 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 Specia Obligation Bonds; (ii) are not to be a charge or clam against or
payable from or secured by the Gross Operating Revenues or any other moneys held under the
Indenture; and (iii) are to mature within both the useful life of the Special Facility (as estimated
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 been met including the finding that the rental payments will be sufficient to pay
all principal and interest on such Special Obligation Bonds as the same become due and payable.

Affirmative Covenants
The State covenants, anong other things, to:

Q) 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 time whenever necessary, and, to the extent
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 Bonds, and interest on the Notes, issued 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 agreements for
the use of the services 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 certifying completion of the Airport Improvements, as will yield
Gross 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 Y ear, 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 equal to 125% of the sum of (&) the amount required in such Fiscal Y ear
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 otherwise).

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 financialy self-
sufficient and self-sustaining.

3 Complete 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 Consultant 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 congtituting the Airport (including all
additions, improvements and betterments thereto and extensions thereof and every part
and parcel thereof) in good and efficient repair, working order and operating condition in
conformity with standards customarily 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
enforce, or cause to be established and enforced, reasonable rules, regulations and
standards governing the employment of operating personnel at reasonable compensation,
salaries, fees and charges, and employ persons qualified for their respective positions.

@) 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 Airport, 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 service, 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:

@ Ccreate or give, or cause to be created or given, or permit to be created or
given, any mortgage, lien, 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 al, or substantially all, of the
properties congtituting the Airport without simultaneously with such sale, lease, sublease
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 deemed 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 thereof, 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, sublease or otherwise dispose of any portion of
the properties and facilities (rea 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 received by the State as the proceeds of any such sale,
lease, sublease or other disposition of such surplus properties or facilities are to become Gross
Operating 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 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
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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 facilities with a
deductible of not more than $1,000; and (b) persona 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:

@ the State fails to pay the principal of any of the Bonds when the same
becomes due and payable, either at maturity or by proceedings for redemption (without
regard to any payments by any Bond Insurer); or

(b) 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 unreasonably 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 Indenture
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 until the failure of
performance is cured or corrected; or

()] the State is adjudged insolvent by a court of competent jurisdiction; or

(g9  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) days 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 is 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 adjusting the claims of such creditors, pursuant to any Federal or State statute
now or hereafter enacted; or
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() an order or decree is entered (i) with 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 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 decree
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.

Remediesfor Defaults

Upon the happening and continuance of any of the Events of Default, and in addition to
other remedies provided in the Indenture;

0] the Trustee 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
outstanding, shall, subject to the posting of a satisfactory indemnity bond, administer the
Airport 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 Indenture and the provisions of the law of the State;

(i)  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) shall be
authorized 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%) in 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 proofs of claim and other papers or documents as may
be necessary or advisable in order to have the claims of such Trustee 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 in writing to the State, declare the principal of all Bonds then outstanding to be due
and payable 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 fina
judgment or decree in any suit, action or proceeding instituted on account of such defauilt,
or before the completion of the enforcement of any other remedy under the Indenture,
moneys shall have been accumulated in the Bond Service Account sufficient to pay the
principal of all matured Bonds and all arrears of interest, if 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
to satisfy the Amortization Requirements of the then current Bond Y ear, and the charges,
compensation, expenses, 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 the 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
every case the Trustee may, and upon the written 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 thereof, with respect to any 1992 Refunding Bonds insured by the
Bond Insurer, such Bond Insurer is considered the sole holder of such 1992 Refunding Bonds.

Power s of Trustee With Respect to Operating Agreements, Concession Agreements
and Other Agreements

If the fees 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 all fees and charges, rents or sums, as the case may be, clue and unpaid under
such Operating Agreement, Concession Agreement or other agreement as the case may be, and
may prosecute any such action or proceedings to judgment or final decree, and may enforce any
such judgment or final decree against the Airline which is 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 collect 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 payable.

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:

() when such Bond is cancelled, 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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(i)  astoany 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 thereof (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, in trust, and irrevocably 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 deemsto bein its best interest, 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 thereof provided for to the satisfaction of
the Trustee and such Paying Agents.

At such time as a Bond is deemed to be no longer outstanding, such Bond ceases to draw
interest from the due date thereof (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 moneys or Governmental Obligations, shall no longer be
secured by or entitled to the benefits of the Indenture.

For purposes of the Section of the Indenture relating to defeasance, the term
"Governmental Obligations' means direct non-callable general obligations of the United States
of America, unless the Bond Insurer approves in writing some other investment.

Amendments and Supplementsto the Indenture

Except for Supplemental Indentures providing for the issuance 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, upon 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 modifying 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 thereon or the redemption price (or the redemption premium) payable
upon the redemption or prepayment thereof; or (2) reduce 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 or 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 15c¢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, (i) 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 Continuing Disclosure Agreement for the
Bonds.

Continuing Disclosure Agreement

This Continuing Disclosure Agreement (“Agreement”) is made as of theldy 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 pursuant 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:

"Airport" means Bradley International Airport (an enterprise fund of the State of
Connecticut).

"Final Official Statementmeans 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@dpcdata.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_repository@sandp.com

"Rule" means rule 15c¢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
SID has been established or designated by the State of Connecticut.

Section 2 Annual Financial Information .

€) 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:

® Financial 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 effect 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 will be
audited.



(i) To the extent not included in the financial statements described in (i)
above, the financial information and operating data within the meaning 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 material in subsequent official
statements or annual information reports:

1. Bradley International Airport-Historic Enplaned Passengers (Appendix A —
“FEASIBILITY REPORT —Table 1.4 on Page 11-8);

2. BDL Cargo in Annual Tons (Appendix A — “FEASIBILITY REPORT” — Table
[1.5 on Page 11-10);

3. Bradley International Airport-Historic and Budget Total Airline Revenue
(Appendix A - “FEASIBILITY REPORT” — Table IV.16 on Page 1V-32); and

4, Bradley International Airport-Historic and Budget Total Non-Airline Revenue
(Appendk A - “FEASIBILITY REPORT —Talde V.39 on Page IV-57).

(b) 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 official statement, it must be available
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, (i) to modify from time to time the format of the
presentation of such information or data, and (iii) to modify the accounting principles it follows
to the extent required by law, by changes in generally 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 done in a manner consistent with the Rule.

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:

@) principal and interest 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;

() adverse tax opinions or events affecting the tax-exempt status of the
Bonds;

(9) modifications to rights of holders of the Bonds;

(h) Bond calls;

) 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 to use its best efforts promptly 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 to 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 (ii) any SID, notice of any failure by the State to provide annual
financial information as set forth in Section 2(a) hereof on or before the date set forth in Section
2(b) hereof.

Section 5 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 employed 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 (i)
payment or legal defeasance, at maturity or otherwise, of all of the Bonds, or (ii) such time as the
State ceases to be an obligated person with respect to the Bonds within the meaning of the Rule.

E-4



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 failure within a reasonable time (but not exceeding 30 days with respect to the
undertakings set 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 failure. 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 failure 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

(@) The State shall have no obligation to provide any information, data or notices
other than as set forth in this Agreement; provided however, nothing in this Agreement shall be
construed as prohibiting the State from providing such additional information, data or notices
from time to time as it deems appropriate in connection with the Bonds. If 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 Connecticut.

(©) Notwithstanding any other provision of this Agreement, the State may amend this
Agreement, 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 arises 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 complied with the requirements 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 is supported by
either an opinion of counsel expert in federal securities laws to the effect that such amendment or
waiver would not materially adversely 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 manner with (i) each NRMSIR or the MSRB and (ii) any 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

instrument.

STATE OF CONNECTICUT

By:

Denise L. Nappier
Treasurer

STATE STREET BANK AND TRUST COMPANY, as
Trustee

By:

Authorized Officer



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 International Airport Revenue Bonds, comprised of $194,000,000
General Airport Revenue Bonds, Series 2001A (the “Series 2001A Bonds”) and $19,180,000
General Airport Revenue Refunding Bonds, Series 2001B (the “Series 2001B Bonds”; together
with the Series 2001A Bonds, the “Bonds”). The Bonds are authorized to be issued 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 “2001 Indenture”) between the State and
State Street Bank and Trust Company, as Trustee. The proceeds of the Series 2001A 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 International 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:

(1)  The Bonds have been duly authorized, executed and issued 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 purposes of the trust indenture securing
the Series 1992 Bonds. In accordance with the Act, such lien is valid 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 is 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 2001A 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 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 tax imposed 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 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.



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 verified, 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 issuance.

We have assumed for purposes of this opinion the due authorization, execution and
delivery by and the binding effect upon and enforceability against the Trustee of the 2001
Indenture.

We express no opinion as to the Statement of Insurance printed on the Bonds referring 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 submitted,

[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 [ 5
Company FGIC
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: Prt?iﬁ
P
\/

consideration of the payment of the premium an e terms of this Policy, hereby unconditionally and
irrevocably agrees to pay to State Street t Company, N.A., or its successor, as its agent (the
“Fiscal Agent™), for the benefit of Bond 7thaportion of the principal and interest on the above-described
debt obligations (the “Bonds™) which s ecome Due for Payment but shall be unpaid by reason of
Nonpayment by the Issuer.

Financial Guaranty Insurance Company (“Financia:lcgyih , a New York stock insurance company, in
ect

Financial Guaranty will make such payments to the Fiscal Agent on the date such principal or interest becomes
Due for Payment or on the Business Day next following the day on which Financial Guaranty shall have
received 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 Agent, 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 (ii) evidence, including
any appropriate instruments of assignment, that all of the Bondholder’s rights to payment of such principal or
interest 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 Policy is not refundable for any reason,
including the payment of the Bonds prior to their maturity. This Policy does not insure against loss of any
prepayment premium which may at any time be payable with respect to any Bond.

As used herein, the term “Bondholder” means, as to a particular Bond, the person other than the Issuer 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 (other than by mandatory sinking fund redemption),
acceleration or other advancement of maturity and means, when referring to interest on a Bond, the stated date

FGIC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
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Financial Guaranty Insurance ]
Company G

115 Broadway F IC
New York, NY 10006

(212) 312-3000
(800) 352-0001

A GE Capital Company

Municipal Bond
New Issue Insurance Policy

for payment of interest. “Nonpayment” in respect of a Bond means the failure of the Issuer to have provided
sufficient funds to the paying agent for payment in full of all principal and interest Due for Payment on such
Bond. “Notice” means telephonic or telegraphic notice, subsequently confirmed 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 ich the Fiscal Agent is authorized
by law to remain closed.

signed by its duly authorized officer in facsjgm e effective and binding upon Financial Guaranty by

In Witness Whereof, Financial Guaranty has ca%j{h@xncy to be affixed with its corporate seal and to be
b
virtue of the countersignature of its duly % ecMepresentative.

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

FGIC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
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Financial Guaranty Insurance ]
Company G

115 Broadway F IC
New York, NY 10006

(212) 312-3000
(800) 352-0001

A GE Capital Company

Endorsement
To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Control Number: 0010001

It is further understood that the term “Nonpayment” in respect mcludes any payment of principal or
interest made to a Bondholder by or on behalf of the |55 ond which has been recovered from such
Bondholder pursuant to the United States Bankrup a trustee in bankruptcy in accordance with a

final, nonappealable order of a court having covg dlctlon
NOTHING HEREIN SHALL BE CONﬁD O WAIVE, ALTER, REDUCE OR AMEND COVERAGE
IN ANY OTHER SECTION OF THE P 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.

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 is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
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Financial Guaranty Insurance ]
Company G

115 Broadway F IC
New York, NY 10006

(212) 312-3000
(800) 352-0001

A GE Capital Company

Mandatory Connecticut State
Amendatory Endorsement

To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Control Nymber: 0010001
N
The insurance provided by this Policy is not covered Wo¥fnecticut Insurance Guaranty Association

(Connecticut Insurance Code, Title 38a, Chapter 7043 Part\).

IN ANY OTHER SECTION OF THE Y. IF FOUND CONTRARY TO THE POLICY LANGUAGE,

NOTHING HEREIN SHALL BE CONW WAIVE, ALTER, REDUCE OR AMEND COVERAGE
THE TERMS OF THIS ENDORSEMENTUPERSEDE 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.

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 is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
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Financial Guaranty Insurance ]
Company G

115 Broadway F IC
New York, NY 10006

(212) 312-3000
(800) 352-0001

A GE Capital Company

Mandatory Connecticut State
Amendatory Endorsement

To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Control Nymber: 0010001
N
Notwithstanding the terms and conditions of this Polig/NW §NMrther understood that there shall be no

acceleration of payment due under such Policy ur@ 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 PO¥CY. 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.

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 is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC Corporation.
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