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Executive Summary 

 Constructing facilities is expensive. If a government agency does not have the funding 

that it needs to support a project, a project cannot be completed. In Alaska, there have been 

hundreds of projects that took substantial funding to support them. Most recently, however, the 

University of Alaska Anchorage (UAA) petitioned the Municipality of Anchorage for funding in 

order to construct the Alaska Airlines Center, which is a new sports arena that will be opening in 

the fall of 2014. Nevertheless, if the federal government, the State of Alaska, and the 

Municipality of Anchorage (MOA) did not provide the funding that was necessary to build the 

Alaska Airlines Center, the arena would neither have been constructed nor completed to host 

athletic events at UAA. This paper will look to address new arena’s revenues and budget, 

attempting to utilize proper budgetary tools and analysis to comment on aspects of the arena that 

are economically positive but also address possible issues with resolutions. We will first examine 

a little background of the arena itself and how it came to be. 

Legislative and Legal Overview 

As with any multimillion dollar investment, there are questions about not just how it will 

be funded and generate revenues but also how it came to be. In the case of the Alaska Airlines 

Center, it has undergone a series of design and structural models over the course of several years. 

Much of this has had to do with different stakeholders input and feedback. While there have been 

many points of view, opinions and even misconceptions about the Alaska Airlines Center, it is 

important to chart its history and understand the intention of the arena itself.  

The Alaska Airlines Center was not an arena that was quickly installed nor was it initially 

met with great support or funding. A 2007 capital-budget allocation of $1,000,000 for planning 

was vetoed by former Alaska Governor Sarah Palin. However, within a year through the support 
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of politicians, community members and others, a $15,000,000 capital-budget allocation was 

approved by the governor. The arena then became a part of the General Obligation Bonds 

package in 2010 that requested a principal amount not to exceed $397,200,000 for “the purpose 

of paying the cost of design and construction of library, education, and educational research 

facilities” (Alaska Legislature, 2010) Appearing on the November 2010 ballot as a legislatively-

referred state statute commonly referred to as Proposition B, or “Prop B”, it was passed by voters 

with approximately 59% of the over 249,000 votes. At that time, the projected budget for the 

arena was listed at $60,000,000. It was then approved by the Senate Finance Committee in April 

of 2010, which occurred just a few years after the actual project itself was initially introduced 

prior to Proposition B was passed. According to the University of Alaska Anchorage’s Amended 

Project Proposal from January of 2011, a preliminary project approval was given in July of 2008, 

an initial formal project proposal was approved in February of 2009, and a limited schematic 

design was approved in June of 2009 (University of Alaska Anchorage, 2011). 

Aside from the multiple positive implications that the Alaska Airlines Center could 

provide for a university, there was a more pressing legal issue that arose that made the priority of 

building a new arena more crucial. In 2008, the University of Alaska Anchorage faced a pending 

lawsuit from the Office of Civil Rights claiming they were in breach of Title IX, which is a 

federal law that prohibits the discrimination on the basis of gender in any educational program or 

activity that receives federal financial assistance (20 U.S.C. § 1681(Supp. IV 1974)).As one 

component of the case, that there were not enough locker rooms for men’s and women’s sports 

to have true equity. As a result of these findings the university was required to make immediate 

alterations in their athletics facility to accommodate these needs, and while it was not the most 
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glamorous marketing ploy it did help to build awareness towards the need for improved 

facilities.  

Budget Differentials Prior to Approval 

 The Alaska Airlines Center has seen a variety of budgets provided for it, with a range of 

approximately $50,000,000 from its initial budget of $60,000,000 to the point to final approval at 

$109,000,000. After an initial boost from $60,000,000 to $80,000,000 in early 2009 there began 

a discussion between the Board of Regents and the University of Alaska Anchorage as to 

continue with the project scope of an arena that was roughly 130,000 square feet and seated 

3,500 or whether there should be a reconsideration. The primary concern was that the University 

was looking to design the arena to the cost they were allotted and while the limited schematic 

design was approved in June of 2009, in December the Board of Regents requested that the 

University design to needs rather than cost, and four months later a presentation was made to the 

Regents that proposed an arena that is roughly 196,000 square feet and seating 5,600 people. 

(University of Alaska Anchorage, 2011)  

The approval of the new budget at $109,000,000 was collected by combining the 

$60,000,000 from the fiscal year 2011 bond, the $15,000,000 from the fiscal year 2009 capital 

budget for planning and a fiscal year 2012 state funding request of $34,000,000 which was 

awarded to the Municipality of Anchorage in May of 2011. (University of Alaska Anchorage, 

2011) One of the justifications for this increase in arena size was that the building was being 

sized in part to house high school events such as graduations. Additionally, the estimations of 

growth over the next 50 years in the south central part of Alaska would warrant this increase. 

Their justifications to increase the size of the arena are also associated with the mission of the 

arena to increase overall attendance at events associated with the University of Alaska 
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Anchorage as well. Taking these numbers into consideration, we must now examine the revenues 

that were necessary in order to build the arena. 

 It would be difficult for any government to determine how much it would cost to build a 

facility like the Alaska Airlines Center if it did not generate revenue. Revenue generation is the 

primary reason why all three governments agreed to build the arena in the first place. 

Nevertheless, before MOA could build the Alaska Airlines Center, the Municipality of 

Anchorage, like state governments and the federal government, needed to collect taxes. Taxes 

are amounts of money that people pay to the government based on how much it would cost for 

governments to distribute their services in a market economy (Mikesell, 2013). Whenthe 

Municipality of Anchorage collected taxes from the citizens of Anchorage, the funds were added 

to their budget, which were then used to build the Alaska Airlines Center. 

How a Tax System is supposed to Work 

 Before the Alaska Airlines Center was built, the Municipality of Anchorage (MOA) 

needed to have an effective tax system in order to generate revenue. Just as the State of Alaska, 

needed to have an effective tax system to generate revenue, MOA had to ensure that the agency 

had a transparent tax system so that everyone could pay taxes equally. In fact, in a transparent 

tax system, taxes are supposed to allow citizens to understand the intentions of taxes, the process 

that government officials follow to administer them, the impact on the current administration, the 

requirements that citizens need to follow to pay taxes, and how much they need to pay (Miller, 

2012). If the tax system is not transparent, it could be difficult for government managers to 

predict a revenue forecast. In fact, corrupt individuals could manipulate a flawed tax system by 

not paying as much money when they pay taxes. Individuals unwilling to pay taxes affected the 

Municipality of Anchorage's ability to collect revenue to add to their budget. Without sufficient 
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funding, the Alaska Airlines Center could not have been built to (Miller, 2012). However, MOA 

found other ways to generate revenue in addition to taxes. Even if some citizens did not pay 

taxes, MOA would not let the lack of funds from citizens not willing to pay taxes stop them from 

building the Alaska Airlines Center.  

Why Collect Taxes? 

 Governments like the Municipality of Anchorage have to impose taxes on citizens 

because governments currently face trillions of dollars in debt. Government debt results from 

governments covering deficits, which are annual expenditures that are greater than annual 

revenues, financing capital construction projects, and paying bills that exceed how much actual 

money that governments have in a fiscal year (Mikesell, 2013). The federal government faces the 

highest amount of debt of all the levels of government. To measure federal debt, Mikesell (2013) 

presents two unique measures that the federal government can use in order to manage it. For 

instance, federal debt contains gross debt, which equals "all federal debt outstanding" (Mikesell, 

2013, p. 635), and debt that is held by private investors, which equals "all federal debt except the 

debt held by federal accounts and the Federal Reserve System" (Mikesell, 2013, p.635). Since 

the federal government faces trillions of dollars in debt, it is difficult for the federal government 

to consistently generate revenue and maintain a sustainable budget, which could affect its ability 

to provide money to the Municipality of Anchorage after awarding them with a federal grant.  

 Additionally, recent events like the Great Recession have forced the federal government 

and the Municipality of Anchorage to borrow money in order to make up for lost revenues due to 

the trillions of dollars in debt that it faces. In fact, the federal government's tendency to borrow 

money has affected the debt ceiling, which has been raised at least 10 times over the past decade. 

The debt ceiling is the legal limit on the total concerning gross debt that the federal government 
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can issue (Pew Center on the States, 2011). It is necessary for the federal government to raise the 

debt ceiling because it would allow the federal government to distribute federal salaries, Social 

Security checks, or financial aid to states in order to pay holders of exclusive bonds (Pew Center 

on the States, 2011). Nevertheless, Congress has not been able to eliminate the debt ceiling 

because representatives have not managed to control spending efficiently. In fact, with every 

action that Congress takes, the amount associated with the debt ceiling increases before the 

actual debt reaches the limit that was previously established in the debt ceiling (Mikesell, 2013). 

As a result, the United States Treasury would be more inclined to increase the cost of borrowing 

money and add costs to the already steep amount of federal debt. This could hinder the federal 

government’s ability to provide federal dollars to the Municipality of Anchorage to assist the 

agency with building infrastructure such as the Alaska Airlines Center to strengthen Alaska’s 

economy and boost tourism.  

Revenue Sources to Build the Alaska Airlines Center 

 Before building the Alaska Airlines Center, the Municipality had to generate revenue in 

order to cover for the cost of building the arena by collecting taxes. The total cost of the Alaska 

Airlines Center was approximately $109 million (Alaska Legislature, 2011). Before petitioning 

the state for a funding request, the Municipality of Anchorage had already secured approximately 

$75 million in order to begin working on the project (Alaska Legislature, 2011). This section 

describes the sources of revenue that the Municipality of Anchorage needed to collect in order to 

build the Alaska Airlines Center. 

Property Taxes 

 Since the Municipality of Anchorage is a local level of government, it is more inclined to 

rely on property taxes to collect revenue so that the agency could provide funding to support the 
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construction of the Alaska Airlines Center. A property tax is basically the price that owners of 

real property pay in order to continue owning the property (Mikesell, 2013). The Municipality of 

Anchorage (MOA) is fortunate that most state and local governments have earned over $400 

billion in annual revenues from property taxes. In fact, most local governments rely on property 

taxes more than state governments, which means that local government budgets would suffer if 

individuals do not pay property taxes. Therefore, it would make sense for the MOA to continue 

utilizing the property tax because property values are slowly increasing, which could increase the 

MOA's budget even more (Mikesell, 2013). However, if an individual cannot afford to buy 

property, they cannot pay property taxes to local governments, which could affect the MOA's 

ability to maintain a sustainable budget (Mikesell, 2013). If the MOA's budget could not reach a 

sustainable level, the Alaska Airlines Center would not have been constructed in the first place.  

Lack of a Sales Tax 

 When the Municipality of Anchorage (MOA) petitioned the Alaska State Government to 

receive a $34 million grant, the MOA could not receive enough funding to support the 

construction of the Alaska Airlines Center because the State of Alaska has no sales tax. A sales 

tax occurs when a tax is applied to goods and services in order to generate adequate revenue to 

support the state government (Mikesell, 2013). Government managers of the Alaska State 

Government are disappointed that the State of Alaska could not utilize the millions of dollars in 

revenue that it could collect especially since the sales tax could apply to a broad base. 

Additionally, if the State of Alaska utilized a consumption tax on goods and services, it can 

provide the State of Alaska with a manner to extract from wealthy individuals that evade paying 

income taxes and that could be living off of money that they inherited from previous generations 

(Mikesell, 2013). Government managers of the State of Alaska could have also utilized the sales 
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tax to generate revenue in order to pay for social costs or to use it as surrogates for charges to 

provide certain government services. Finally, consumption taxes can also affect the production of 

goods and services because consumption taxes only affect what people take instead of what they 

add to the economy (Mikesell, 2013).    

State Funds 

 Since the Municipality of Anchorage (MOA) could not utilize the sales tax in order to 

generate revenue, it was difficult for the State of Alaska to provide state funding for the $34 

million grant that MOA would eventually receive to assist the agency with constructing the 

Alaska Airlines Center (Alaska Legislature, 2011). However, after the Alaska State Legislature 

approved the project, the State of Alaska provided other sources of funding to assist with the 

construction of the Alaska Airlines Center. This section will describe the auxiliary sources of 

state funds that the MOA utilized in order to construct the Alaska Airlines Center.  

Unrestricted General Funds 

 The State of Alaska was able to provide the Municipality of Anchorage (MOA) with 

unrestricted general funds. Unrestricted General Funds are funds that come from any source of 

revenue that can be used for any purpose (University of Alaska Board of Regents, 2013). As a 

matter of fact, there are three state appropriated funds that qualify to become unrestricted general 

funds. First, there is the General Fund-1004, which is associated with monies received from a 

general operating fund of the state. The first unrestricted general fund is the General Fund-1004, 

which is used to finance the general operations of the University of Alaska, Anchorage (UAA) 

(University of Alaska Board of Regents, 2013) such as maintaining the Alaska Airlines Center 

after its construction. The second unrestricted general fund is the general fund match-1003, 

which is also associated with monies received from the general operating fund of the state. The 
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General Fund-1003 is specifically used for exclusively funding matching requirements of 

restricted funds (University of Alaska Board of Regents, 2013). Since the Alaska Airlines Center 

is associated with UAA athletics, some of those appropriation funds may have been used to help 

UAA build the Alaska Airlines Center and the remaining funds could also be used to help UAA 

maintain the facility.  

 The third and final unrestricted general fund is the General Fund associated with Mental 

Health-1037. The Mental Health General funds help UAA fund the Masters Degree in Social 

Work at UAA while funding programs that provide specialized curriculum for working with 

beneficiary groups associated with the Mental Health Trust Authority and Alaska Native 

populations (University of Alaska Board of Regents, 2013). Some of the athletes at UAA could 

be pursuing a Masters Degree in Social Work. Therefore, they are grateful that the Mental Health 

fund assisted with the construction of the Alaska Airlines Center so that the student athletes 

could participate in sporting events while pursuing their degree at UAA.  

Designated General Funds  

 In addition to Unrestricted General Funds, the State of Alaska also provided Designated 

General Funds to the Municipality of Anchorage. Designated General Funds are like 

Unrestricted General Funds concerning state funds except the State of Alaska has set these 

revenue sources aside for specific purposes (University of Alaska Board of Regents, 2013). 

Many of the programs are separately accounted for and all of the appropriations are not extracted 

from the General Fund. In other words, Designated General Funds are not used for any purpose; 

they are only used for specific purposes whenever they are needed. 

 The first form of designated general fund is the interest income-1010. Interest income 

includes revenue generated from short term investments of grant receipts as well as receipts from 
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auxiliary enterprises (University of Alaska Board of Regents, 2013). The second form of 

designated funds are auxiliary enterprise receipts, which include all revenues associated with 

self-support activities such as the bookstore, food service, and housing operations (University of 

Alaska Board of Regents, 2013). The final form of designated general funds is the student 

tuition/fees, which are associated with revenues collected from tuition charged to students for 

instructional programs. They also assist with maintaining specific activities like material, lab 

activity, and health center fees so that students can make the most out of their opportunities to 

learn at UAA (University of Alaska Board of Regents, 2013). 

Federal Funds 

  Naturally, the Municipality of Anchorage (MOA) cannot build the Alaska Airlines 

Center with just appropriations from the State of Alaska alone. In fact, they need to petition the 

federal government to provide the MOA with money as well. Federal funds are funds that the 

federal government provides the MOA in the form of grants to complete projects so that the 

MOA does not have to pay all of the costs of a particular phase of the project (Mikesell, 2013). 

However, there is a limited discretion on how to use the federal dollars that are attached to the 

appropriations. And since the federal government ranks higher than state and local governments, 

the Municipality of Anchorage basically follows the federal government's mandates while using 

their money (Mikesell, 2013). Most of the federal funds that the University of Alaska Anchorage 

(UAA) receives from the federal government are from agencies like the National Science 

Foundation, U.S. Small Business Administration, the U.S. Department of Defense, and the 

Department of Health and Human Services (University of Alaska Board of Regents, 2013). 

However, UAA could not just receive federal dollars from the federal government. Like the 

MOA, UAA had to petition for a federal grant in order to receive any funding from the federal 
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government (Mikesell, 2013). And once UAA received the funds, they were required to follow 

the federal government's suggestions concerning the use of the federal dollars that it provided to 

UAA. 

Other Funds 

 The Municipality of Anchorage was also able to finance the construction of the Alaska 

Airlines Center after obtaining other funding codes from which the legislature has limited 

discretion. It includes duplicated funding such as interagency receipts, which are heavily 

controlled by the federal government (University of Alaska Board of Regents, 2013). Some of 

the funds come from contracts that state government agencies negotiate. Other funds came from 

Capital Improvement Projects, which are generated by chargeback to capital improvement 

projects and programs to support initiatives of mutual interest to the Trust that is associated with 

the UAA Health Workforce Coalition (University of Alaska Board of Regents, 2013). Regardless 

of where the funds come from, the Municipality of Anchorage needed all of the funding that it 

could get in order to build the Alaska Airlines Center, which has the potential to become a huge 

attraction for Alaskans.  

Revenues to Maintain the Alaska Airlines Center 

 Even though the Municipality of Anchorage (MOA) provided most of the funding that 

would be necessary to construct the Alaska Airlines Center, the Center still needs to generate 

revenue once it is opened to the public. Revenues need to be sufficient in order for the University 

of Alaska, Anchorage (UAA) to cover the costs for maintaining the facility This section will 

provide possible sources of revenue in order to sustain the Alaska Airlines Center so that 

stakeholders can see the economic value the arena provides not just the university, but the 

community as well. This section will also depict the events that the Alaska Airlines Center could 
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and will host. It will also explain how the seemingly simple revenue generators are actually quite 

complex and require an adequate amount of research to understand their true value. 

Attendance 

Generally speaking, the UAA athletic events will provide a stable and consistent flow of 

revenue. Examining attendance records of the last ten years bear out that in the Wells Fargo 

Sports Complex (WFSC) overall attendance for athletic events has been approximately 530 for 

UAA athletic events held in that building. The attendance for the Great Alaska Shootout are 

considerably higher and thusly must be considered their own entity since they skew the data 

when one considers women’s volleyball and women’s gymnastics as well. There is very little 

fluctuation in the number of home contests per sports program while the seasonal nature of the 

different sports ranges from events starting in early September and go through March (UAA 

Athletics, 2014).  

This creates less competition between sports for revenues as they are spaced out over the 

year and no two sports will have an event on the same date with the exception of one or two 

“doubleheaders” for men’s and women’s basketball. Additionally, since many citizens have 

different preferences, not everyone is going to attend UAA's athletic events. That being said, we 

have to adjust the attendance numbers accordingly as we forecast due to the following factors: a 

larger capacity for attendance, many new modes of revenue generation, and the price adjustment 

for traditional events associated with UAA such as the Commencement Ceremony and the Great 

Alaska Shootout. 

UAA Athletics Ticket Sales 

 The Alaska Airlines Center has approximately 5,600 seats available within the facility, 

which is approximately five times the amount of seats available in the Wells Fargo Sports 
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Complex (WFSC). In fact, the WFSC is only able to seat approximately 1,100 spectators for  

athletic events. Naturally, the Alaska Airlines Center can generate revenue based off of the ticket 

sales for all of their available seats. Ticket sales are monetary profits that an organization can 

earn when they sell tickets to people that purchase them (Howard & Crompton, 2004). Ticket 

sales can allow the Alaska Airlines Center to continue to host a variety of events, namely UAA 

intercollegiate athletic events. Managers of the Alaska Airlines Center are aware of the fact that 

citizens within the United States spend an average of $12 billion per year on sporting events. In 

fact, professional sports teams in the National Football League (NFL), the National Basketball 

Association, (NBA), and the National Hockey League (NHL) depend on the millions of dollars 

that they collect in ticket sales in order to generate revenue (Howard & Crompton, 2004). While 

these numbers are generated in much larger venues, they do rationalize the value of ticket sales. 

 A sports arena like the Alaska Airlines Center is a prime example of a toll good. A toll 

good is a facility that an individual can use while maintaining the amount of service for other 

individuals to use (Mikesell, 2013). In addition, tickets ensure that exclusion is feasible. In other 

words, if people do not have the money to buy a ticket for a sporting event, they cannot enjoy the 

right to watch the event (Mikesell, 2013). Despite the popularity of athletics, ticket sales for 

sports teams have been on the decline for the past 5 years due to the recent economic recession, 

which has forced sports fans to be more conservative with their hard-earned money (Howard & 

Crompton, 2004). As a result, ticket prices for most professional stadiums have been rising so 

rapidly that they quickly become too much for a citizen to bear. Even if a ticket has been sold to 

a customer, if they do not go to the game, it could also affect how a particular arena can generate 

additional revenue before, during, and after the game. In fact, when people do not show up for 

the game, it affects the arena's ability to generate revenue from concession sales, program sales, 
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and merchandise that eager sports fans would like to own once they get into the stadium 

(Howard & Crompton, 2004). It is also important to understand how the value of admission to an 

event reflects economically to the University of Alaska, Anchorage (UAA) and to the Alaska 

Airlines Center arena since UAA cannot generate as much revenue in ticket sales as professional 

sports teams. 

 Because the maximum capacity of the WFSC is approximately 1,100 with all seats 

available and the Alaska Airlines Center is 5,600 we have to understand not just the quantitative 

increase in seating that can lead to increased attendance, but also the qualitative improvements a 

new arena will feature in comparison to the current facility. Due to improved location and quality 

of facility it can be justified that overall attendance could grow to over 1,000 regularly. The 

improved facilities create a better experience for the customer and by providing better seating, 

more access to parking and an overall improved event environment. This being said, it needs to 

be distinguished that an increase in student attendance will not assist the university in increasing 

revenue outside of concessions or other purchases beyond simply attending. This is because 

students at UAA pay an “athletic fee” annually of $108.00 which provides them admittance to all 

university home athletic events. If there are 45 home events between the four programs that will 

participate in the arena that means that a ticket for any student to come to an event is valued at 

$2.40 while a general admission ticket for an adult that is not a student is $10.00. (UAA 

Athletics, 2014).  

Also, because all students are required to pay this fee even if they do not attend contests, 

their economic value to the arena lies outside of attendance. It would be beneficial for the Alaska 

Airlines Center to differentiate student tickets from other admissions in order to more accurately 

chart the revenue they are generating. For the purpose of economic gains, the Alaska Airlines 
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Center would be best served to focus marketing strategies towards increasing the attendance of 

general admission ticket sales as opposed to students because UAA already generates revenue 

from students. 

 Managers of the Alaska Airlines Center have to consider all of these possibilities if they 

expect to meet the costs that it would take in order to maintain the center. Another consideration 

that is being examined is charging to park at the arena to attend UAA athletic events. Currently, 

UAA athletic events at the WFSC have free parking, and while limited in quantity it does not 

provide additional revenues to the events. While this could raise revenues, it may also dissuade 

some prospective spectators from coming that feel the price of admission is significant enough. 

In short, if you are to charge for parking, which is much less than the cost of admission, will you 

generate more revenue than you turn away by charging for both admission and parking. Because 

of the hopeful influx of spectators to the new facility, we would strongly encourage the arena to 

consider not charging for parking initially in hopes of increasing ticket sales for general 

admission spectators. It will also assist the arena in creating better exposure for fans because 

UAA currently has a television contract with the Alaska Sports Channel (ASC), which is a 

statewide cable provider that airs UAA Athletic events across the State of Alaska (Cave & 

Crandall, 2001). Therefore, it is reasonable to expect some people to stay home and watch the 

games on television instead of attending the game in person. 

University Graduation 

 In order to be concise, we will address the other two major university events that can 

provide revenue for the university. If the arena were to host the university graduation ceremony 

there would be minimal to no revenue generation unless there were reconsiderations to the 

graduation commencement ceremony process. Currently there is no fee charged for attendance at 
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graduation activities at the Sullivan Arena and since 2012 there has been a $50 graduation fee 

that students pay, however the university does not claim that the fee is related to facility rental 

for the commencement ceremony. (University of Alaska Anchorage, 2014) Without an alteration 

in process, the commencement ceremony cannot generate revenue, although if the rate of rental 

is less than the amount paid for the Sullivan Arena then it would save on costs.  

The Great Alaska Shootout 

 The Great Alaska Shootout however can generate much needed revenue. In fact, the 

Great Alaska Shootout is one of the longest running “exempt” tournaments in the United States. 

The Shootout has hosted some of the top tier NCAA Division I programs from across the 

country, which has attracted fans from across the State of Alaska and fans from other states. In 

the early years, these top tier NCAA Division I programs gave the tournament a tremendous 

amount of appeal since only three tournaments in the country held it. In recent years, however, 

the number of “high profile” visiting team has declined and while there could be internal issues 

with the tournament, the reality of the situation is that in the past five years over 100 other 

tournaments with the “exempt” status have come into play in many different, more desirable 

locations in regards to weather in November and December. Even if there is no other basketball 

tournament in Alaska that is as effective as the Great Alaska Shootout, the Great Alaska 

Shootout as a tournament has been the victim of increased competition. However, the upgrade in 

facilities as a qualitative measure can help to generate greater attendance and other revenues as 

well. Because the Sullivan Arena does not disclose their contractual agreement with the 

university, we can only make inferences based upon interviews from peoples' experiences to 

provide ways to generate revenue for the Great Alaska Shootout beyond the simple increase in 

ticket sales.  
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 Because the structure of the tournament only contains two sessions per day over three 

days, there are only six opportunities to sell tickets, collect parking fees, and provide concessions 

to potential patrons. Essentially, the Great Alaska Shootout can be a vital contributor to revenue 

generation. If all three revenue sources are managed properly, UAA could add six home events 

to the 45 events that UAA already booked for their team, but with much higher profitability. 

Currently the university does not charge for parking at events hosted at the WFSC, but they do 

charge for parking at the Great Alaska Shootout held at the Sullivan Arena. It is unclear how 

much was charged this past year for parking and tickets and more importantly what percentage 

of that fee was given to the university. The Sullivan Arena also had their own vendors of 

concessions, facility workers and extra workers for clean-up, security, etc.  

If the Alaska Airlines Center is able to have the ability to provide the concessions and 

charge for parking this will generate new revenue streams that appear to not have been present 

while the shootout was held in the Sullivan Arena. If one is to assume that UAA was receiving a 

portion of the revenues generated through parking and concessions, it would seem to make sense 

that they could increase these portions by being the sole collector of these revenues. Simply put, 

if you go from receiving only 50% of the revenues for parking fees at the Sullivan to 100% at the 

Alaska Airlines Center you will increase parking revenues substantially even without an increase 

in attendance. The same would hold true for concessions. 

Winter Olympics 

 If the State of Alaska is up to the challenge, the Alaska Airlines Center can generate a 

huge amount of revenue if the facility hosts a couple of events associated with the Winter 

Olympic Games. When a city is awarded the Winter Olympic Games, which occur once every 4 

years, the city receives large amounts of new money from corporate sponsors, athletes, 
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broadcasters, families that are associated with the Olympics, and fans that traveled all the way 

from their home countries to watch their athletes participate in the games (Kasimati, 2003). In 

the State of Alaska, Anchorage is the only city that is capable of hosting the Winter Olympics. In 

fact, it is possible for Anchorage to host the Winter Olympics because they came close to 

receiving the Olympic Bid once before. In fact, Anchorage was one vote away from hosting the 

2002 Winter Olympics; however, Anchorage lost the bid to Salt Lake City that year. When Salt 

Lake City hosted the 2002 Winter Olympics, the city drew tourists and produced a net tax 

revenue of $75.9 million throughout the two week event (Burbank, Andranovich, & Heying, 

2002). Anchorage could receive even more revenue from the Winter Olympics since it is a great 

tourist attraction for citizens of other countries and citizens from other states. It is truly a once in 

a lifetime opportunity for the Municipality of Anchorage to generate serious revenue for the city 

of Anchorage. since it is extremely difficult to bid for the Olympic games. 

 Additionally, if the Alaska Airlines Center were to host a few Winter Olympic Events, it 

would generate more revenue than it would normally generate with other events because 

everyone would love to buy a ticket to see a once in a lifetime event. However, there are two 

limitations that managers would have to overcome if they would like to have Winter Olympics 

Events in the Alaska Airlines Center. First, the Center currently does not have the option of 

having ice on the field. If the Alaska Airlines Center wants to host events like Figure Skating and 

hockey, they need to petition the Municipality of Anchorage (MOA), the Alaska State 

Legislature, and the federal government for monetary grants concerning the addition of ice to the 

arena. The other obstacle is the fact that the Center currently has a seating capacity of 5,600 

seats. Citizens who want to see Winter Olympic events will probably overcrowd the center and 

the parking lot. Before the Alaska Airlines Center can host events during the Winter Olympics, 
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the city of Anchorage will probably have to expand not only the Alaska Airlines Center itself to 

include more seats, but also expand the parking lots to include more parking spaces for people to 

park their cars, which would cost even more money.  

External Events 

 In addition to university events, there are also opportunities to generate revenue through 

various concerts, ASAA athletic events and graduations, expositions, and other events. ASAA 

athletic events have a similar format to the Great Alaska Shootout with different sessions. They 

provide opportunities for vendors to provide concessions throughout the events because they 

attract higher levels of attendance due to the number of teams participating. Unlike the shootout 

or UAA athletic events, ASAA events attract a very different fan base. In fact, students, staff, 

and community members from cities, towns and villages outside the Anchorage area are most 

likely going to attend the event. The new fan-base can increase the arena’s revenues and expose 

the Alaska Airlines Center to more potential patrons. These events will be able to generate more 

revenues than UAA athletic home events because of the increased attendance and due to the fact 

that the discounted rates for high school students are still twice the rate for UAA students to 

attend athletic events. Additionally, ASAA events are able to attract multiple school fan bases 

rather than just students that attend UAA. However, it is difficult for the Alaska Airlines Center 

to generate revenue from ASAA graduation ceremonies since they are not associated with UAA. 

Therefore, in order to generate revenue, the Alaska Airlines Center has to host proper events at 

the right time.  

 Currently, graduation ceremonies and the Great Alaska Shootout are played at the 

Sullivan Arena. However, it is difficult to forecast the Sullivan Arena’s revenues because the 

Sullivan Arena does not release substantial contract information. As a result, potential forecasters 
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are left to make inferences about how their process works for graduation. For instance, they 

assume that there is a contractual agreement between the Sullivan Arena and the Anchorage 

School District (ASD) that would stipulate the fact that the Sullivan Arena would host high 

school graduations since the graduation ceremony for all eight public high schools occur at the 

Sullivan Arena. Despite the amount of money that the Sullivan Arena would earn from their 

contract with ASD, there is very little room for increased revenues beyond that as graduation 

events neither offer concessions nor charge for parking or attendance.  

 Since it is difficult to compare revenues amongst facilities and since there is no history of 

rates for the Alaska Airlines Center, forecasters will have to make some adjustments concerning 

how they examine them. Fortunately, forecasters have faced these challenges concerning 

Alaskan revenues before since the oil industry is forced to do something similar with their 

pricing. According to the Fall 2012 Alaska Revenue Resources Book, the New York Mercantile 

Exchange (NYME) does not list a price for Alaska crude oil. Instead, the spot price for Alaska 

North Slope oil is calculated using a market differential from the price of West Texas 

Intermediate. Then, investors use multiple reporting and assessment services to make the 

differential (Alaska Department of Revenue, 2012). It would be critical for the Alaska Airlines 

Center to use a similar comparative process with a similar arena so that forecasters can assess 

how much revenue the arena would generate and where they come from. Forecasters prefer to 

compare the Alaska Airlines Center with another arena at a public university. However, it may 

not be necessary to compare the two arenas at the two schools as long as the school’s 

relationship to their athletic facility is similar to the one that the Alaska Airlines Center and UAA 

currently have.  
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Closing Remarks on Revenue 

 No matter what the Municipality of Anchorage petitions to build, everything comes with 

a price. Building infrastructure is not a walk in the park. It takes a lot of money. The 

Municipality of Anchorage has to provide funding to contractors that are willing to work on 

building the Alaska Airlines Center. But in order to provide funding, the Municipality of 

Anchorage still needs to generate revenue in order to cover the costs of building the facility in 

the first place (Mikesell, 2013). The next section of the budgeting plan is associated with how 

government managers need to use money in order to maintain the Alaska Airlines Center. 

Challenges Facing Arena Revenue Forecasts 

 Now that we have covered the areas of revenue generation that the Alaska Airlines 

Center is capable of, we can address how to go about forecasting these revenues. In order to 

forecast the revenues of the Alaska Airlines Center, forecasters should consider how certain 

revenues will be divided between different stakeholders. These forecasts will be very important 

in keeping the arena profitable. Mikesell and Ross state that, “Revenue forecasts play a critical 

role in the development of state budgets because they establish the resource baseline within 

which expenditure programs must fall if operations are to be executable and sustainable” 

(Mikesell & Ross, 2014, p. 1). To understand how this principle would apply to forecasting 

revenue for the Alaska Airlines Center, forecasters should take into account that there are two 

rates for facility rental. These rates are identified as the University Rate (UR) and External Rate 

(ER). The ratio of UR:ER is equal to 1:1.5. This discounted rate for facility rental will be given 

to the following UAA sponsored events: Men’s basketball, women’s basketball, women’s 

volleyball, women’s gymnastics and the Great Alaska Shootout. Each event for both men’s and 

women’s college athletics will be priced at this rate even though forecasters want to clearly 
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differentiate between the shootout and other on-campus intercollegiate events when measuring 

resources.  

Revenues collected from UAA Graduation will also be measures using University Rates 

(UR) and External Rates (ER). However, it will most likely have a smaller effect on the revenue 

than athletic events. University Rates will be offered to the following events held at the arena 

that are not directly associated with the university: Alaska State Athletics Association (ASAA) 

tournaments, local high school graduations, concerts, expos and any other event that is not 

directly related to UAA sponsored events. We will assume for the purpose of discussion that any 

and all concerts are given an ER for the sake of simplicity. Now that forecasters can established 

the difference between the two types of events, they can compare revenues for these different 

events.  

Budgeting Introduction 

The Alaska Airlines Center has been planning and preparing the budget preparations 

since the early 2000s. This came about because the previous sports center the Wells Fargo Sports 

Complex (WFSC) has been in operations since 1978 and is almost 36 years old. It has been in 

very poor shape over the last decade or so in regards to space for athletic teams, administrative 

staff, intramural and university sponsored events, along with many other upkeep and general 

resource needs. The WFSC had outgrown its use and is no longer able to provide the needed 

services that the current university required in hopes of growing their student population and also 

recruiting more prospective students and student-athletes. As a result, the UAA and the Board of 

Regents approved a budget in 2011 for the building and construction of a new sports complex 

that can handle all the issues the WFSC could not (University of Alaska Board of Regents, 

2013). 
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 The University theme this year is aptly called ‘Shaping Alaska’s Future’. UAA is in the 

process of making significant changes to the university so that UAA could make a difference for 

students and for the community. The Alaska Airlines Center will be used not just for university 

athletic competitions, but for a series of other public events that will help to serve the community 

of Anchorage and the State of Alaska. As forecasters explore the budget for the Alaska Airlines 

Center, they have observed that with this new facility, UAA can look forward to providing 

student-athletes with a greater opportunity for athletic success since UAA students can now 

utilize a new workout facility that would provide them with a whole new experience. 

Community members can also have an opportunity to share their experience at the arena with the 

rest of the citizens of Alaska after attending events held by UAA, the Alaska Schools Activity 

Association (ASAA), the Anchorage School District (ASD) and community and statewide 

events. These events will allow more citizens in Alaska to experience the true beauty of the 

Alaska Airlines Center, which could influence them to return to the center in the future.  

Alaska Airlines Center Operating Budget 

 Every agency has a budget. UAA is no exemption. There are two distinct features for a 

budget; the first component is the expenditure side; the second is revenue planning. As 

forecasters look at the budget for the Alaska Airlines Center, they will see that there is a sound 

financial plan in place to make the Alaska Airlines Center a successful facility. The Alaska 

Airlines Center plans to open this coming summer. Even though it will cost $109,000,000 to 

construct the Alaska Airlines Center. It will have the capacity to seat 5,600 attendees for events. 

Plus, since it covers a total of 196,000 square feet. This will be an enormous improvement over 

the Wells Fargo Sports Complex in regards to size and capacity (University of Alaska Board of 

Regents, 2013).  
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 The operating budget for fiscal year 2015 for the new sports arena will be $4,439,000 

according to the university’s proposal. This amount is split evenly between unrestricted general 

funds and designated general funds. What is interesting is when the governor proposed this he 

said this was exactly what was needed to operate the arena. Nevertheless, the Board of Regents 

actually gave the university more money. UAA petitioned the Board of Regents for $4,509,000; 

however, UAA received more money from unrestricted funds. This request covers the additional 

operating, maintenance, and programming costs that are associated with this 196,000 gross 

square foot facility (University of Alaska Board of Regents, 2013). 

 As of March 31, 2014 the Senate Finance Committee allocated a reduction of $15.9 

million to the University’s FY2014 budget (University of Alaska Board of Regents, 2013). Since 

these funds are labeled as ‘unallocated’, it doesn’t have a specific program or function that needs 

to be cut. Therefore, it will be up to the school to decide where to take this money. This is a 

tough blow to the school since there are four new buildings opening during this calendar year. 

Additionally, UAA will also make a $1.1 million cut to the universities travel budget, which is 

also associated with the operating budget. However, there are other budget add-ons that were not 

on last year's budget totaling $14.1 million that is allocated for certain projects and programs. 

These additions will help with the cut of $15.9 million to the operating budget (University of 

Alaska Board of Regents, 2013).  

Capital Budget Fiscal Year 2015 

 Capital expenditure purchases are the expense of physical assets that are to provide 

services for several years, all while not having to repeat the purchase. Capital expenditures also 

include capital improvements and rehabilitation of physical assets that could extend the life of 

current assets (Mikesell, 2014). This section will discuss the Capital Budget for FY 15. 
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The total capital budget proposed for Fiscal Year (FY) 2015 is $403,000. This money is 

going to be used in a variety of ways. The biggest expense will be the upgrade to the heat and 

power plant with a $245,000 cost, and then the new engineering building is still in the 

construction phase with a cost of $78,900 in 2015 year. The third largest expense is the deferred 

maintenance of all the University campuses at $37,500. Since the Alaska Airlines center will just 

be completed there will be little capital expenditure.  

The capital budget process has four phrases. The first phase is planning, which includes 

identify projects, project evaluation and project ranking (Mikesell, 2014). Starting back in 2007 

the University of Alaska, Anchorage (UAA) proposed building a new multisport facility because 

the WFSC was old, and too small for current sports events. This was at the top of the projects 

presented that year for the planning phase. They first requested $87,000,000 to build a new 

arena. However, after further assessment they needed to petition the MOA, the State of Alaska, 

and the federal government for $109 million to construct the Alaska Airlines Center.  

The second phase is budgeting, which includes financing and budgeting. When this 

project was in its infancy, the university tried to get the state to help cover the expense of $1 

million of the design of the new arena. However, Governor Sarah Palin vetoed the bill from the 

FY 2008 capital budget even though the arena would provide decent revenue to the state due to 

its reputation with other programs that are similar in size and scope. Palin's rationale for vetoing 

the bill is the following: there was $1 billion in deferred maintenance that needed to take 

precedence over this new construction (Northernlight, 2011). Nevertheless, an important positive 

note is that current governor Sean Parnell proposed a budget for FY 2015 that would allow the 

operating budget stayed virtually the same over 2014 fiscal year at $912,788. This is an increase 

of 0.09% from FY2014. There was no Christmas list budgeting; they are real numbers. The 
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modest increase UAA seeks (0.09 percent) in the FY15 operating budget request is possible 

because of successful prioritization efforts, reallocation of resources, cost containment and 

continuous improvement to make operations more efficient (University of Alaska Board of 

Regents, 2013). The budgeting process for the Alaska Airlines Center will help in solidifying a 

balanced budget and consciousness of fiscal responsibility. 

The third phase is the implementation/execution of the capital budget (Mikesell, 2014). 

The Municipality of Anchorage (MOA) needed to find competent contractors for the building 

that were both able to stay within the budget and have the ability to complete the project on time. 

In the early part of 2012, Cornerstone Construction was selected to be the general contractor for 

this building. They broke ground in the fall of 2012, and have been building the arena through 

the two years continuously and will complete the center in June, with occupancy sometime in 

July or August (University of Alaska Board of Regents, 2013). At that time, the athletics staff of 

UAA will begin the process of moving offices, athletic equipment, and other resources from the 

WFSC to the arena. 

The final phase of the capital budget process is the audit. This entails ex-post review of 

the financial records, and project costs. Since the Alaska Airlines Center is still in the 

construction phase, forecasters will need to wait to see what the audit produces after the project 

is completed (Mikesell, 2014). One problem with capital budgets is that capital 

improvements/long-term investments change. For instance, the first budget for the new arena 

was $87,000,000 because UAA thought that the funds from the first budget proposal would 

cover the needs of the current situation and future growth. However, after further review and 

analysis, UAA needed a larger structure with more seating. UAA understood that there were 

more students attending and other needs that the arena could accommodate besides basketball. 
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With the growth of central Alaska and foresight of future student needs, the budget increased to 

the $109 million.  

Deferred Maintenance 

 Former Governor Palin vetoed the capital budget due to the Deferred Maintenance (DM) 

of the university, which had been underfunded for years. In fact, the backlog of DM costs was 

$1.2 billion dollars in 2012. Palin thought that UAA could use the capital money to fix the 

current Wells Fargo Sports Complex instead of creating a new building. If one of the campus 

facilities went down, it could prevent UAA from promoting their mission of making a difference 

in the UAA community. To counter this, the current plan of the university is for the Alaska 

Airlines Center to host intramural athletics for general students, physical education classes and 

some of the offices may be converted into classrooms, which currently occur at the WFSC. In 

other words, the new arena will help with providing a new facility that will require little deferred 

maintenance while the WFSC is being maintained. In order to begin reducing the backlog, each 

annual requirement must be met and additional funding must be spent on DM reduction. The 

capital budget for the university that Governor Parnell sent to the legislature included $37.5 

million for deferred maintenance (University of Alaska Board of Regents, 2013). 

Managing Budget Execution 

 The university had to put together a checklist that would be used to keep the budget and 

goals in line. They have three controls they can implement if needed. However, forecasters were 

not able to find any explicit format for managing the budget. Nevertheless, if forecasters could 

manage the budget, they would follow these recommendations. First, they would include 

preventive controls, which would include watching and monitoring purchasing with a price tag 

that exceeds the recommended limits. Second, they would place feed forward controls in a 
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variance report, which breaks out costs either per quarter or bi-annually or yearly. A variance 

report has four benefits for tracking a budget. First are areas in which expenditures could be 

curtailed. Second, it shows surpluses may be available for use against deficits in other areas of 

the budget. Third, it could be useful for future budgets and projects. Finally, it shows the possible 

need to request additional appropriation funds beyond what was initially requested. Since the 

Alaska Airlines center is not in operation yet, we must assume that there are control 

measurements in place that will keep the budget in line with the estimates so that it will not 

affect the university or state having to bail it out with additional funds.  

 In today’s market just planning alone is insufficient to having a successful budget. There 

also needs to be a focus on the management of ongoing activities of a budget and program goals 

(Shafritz & Hyde, 2012). As we look at the future of the Alaska Airlines Center we need to look 

at three processes within management. First, the director will need to have a clear understanding 

of the objectives of the organization and what it wants to achieve. They also need to understand 

the resources that will be used to attain the objectives. Second, they will need to have the right 

personnel in place to execute the guidelines and be able to manage the resources that are given to 

the employees to effectively and efficiently complete the goals of the arena’s budget. Finally, the 

operations control will have to be monitored daily as this last process is a more “hands on” 

process, where specific tasks are carried out. As state funding get smaller and costs continue to 

rise, the budget will have to become more efficient and watch everything looking for continuous 

improvements or alterations that will allow it to stay balanced.  

 Looking at the states proposed budget for FY2015, we can see that the budgeting is 

formatted to show the justification of the requests. This is understandable since the Alaska 

Airlines Center is still under construction. However, in the next phase, the administrators will 
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have to look internally at the operating budget and make sure they are focused on getting the 

most out of the budget management tools. They will have to analyze decisions that could affect 

the program and make sure the choices are the best based on the greatest outcome for the facility 

and university (Shafritz & Hyde, 2012). 

Financing 

 This complex was financed due to the concerted efforts of Fran Ulmer the former UAA 

chancellor, legislators Kevin Meyer and Bill Stoltze, and Anchorage businessmen Don 

Winchester and Steve Nerland in 2007. There were many reasons for this effort, some of which 

had to do with a lawsuit brought against the university. $15,000,000 was first allocated from the 

fiscal year 2009 capital budget. Then, Alaska voters approved an additional $60 million in bonds 

in 2010. The remaining balance was approved by Governor Sean Parnell in the amount of $34 

million from the capital budget for fiscal year 2012 (University of Alaska Board of Regents, 

2013). This $34 million from the State also included $2 million to help recruit teams to the Great 

Alaska Shootout.  

 One incentive that helped push the Alaska Airlines Center forward was the company that 

was responsible for allowing UAA to name the new sports center. Alaska Airlines is a well-

respected company with a large presence here in Alaska and it was only fitting that they stepped 

up and pledged to support the university in a 10-year gift of $6.3 million dollars. There is a split 

of $1 million endowment that will go to fund scholarships over 10 years, and then once it’s fully 

funded it will contribute about $40,000 a year to support the arena, which could pay for an 

average of about 6-7 scholarships per school year. The balance of $5.3 million will help cover 

the teams travel expenses since travel is one of the schools largest single expenses. Not only was 

the school given money from Alaska Airlines, but UAA did not have to give anything away for 
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the incentive of naming the new arena. UAA was able to receive money; while Alaska Airlines 

advertises its company every time an event takes place at the arena (Miller, 2012).  

Cost Benefit Analysis 

 As we review and study the new sports arena opening in a few months, we cannot help 

but look at some of the cost benefits of a sizable capital investment for the state and the 

university and assess the economic feasibility of such an arena (Wang, 2010). As we look at 

some of the revenue sources, we can see there are multiple avenues for money to support and 

maintain the facility. As we look at the building of the arena we can see that bonds and the state 

capital budget from various fiscal years have covered the $109,000,000 cost of construction. 

Now as we look forward to the facility opening and start hosting events, we will start to see 

immediate impact on revenue for the school.  

 We first need to measure the benefits and clearly define the project objectives. Regarding 

the new center, it was clear in that the WFSC was continuing to age and had some aesthetic 

drawbacks that left it as an outdated and inadequate facility for the growing programs and 

student enrollment. A new arena would provide both a heightened experience for student-

athletes, general students and spectators as well. The second is the objectives should be 

measureable and quantifiable. This was done in 2008 when UAA presented their request to the 

state for funds for the new arena. It would cost $109 million and once completed start producing 

results in terms of revenue generated from a variety of events held at the new arena. These events 

will generate revenue in a variety of ways that allow for new opportunities and revenue streams 

that would not be available in the WFSC. Finally, the project benefits must be converted to 

monetary gain. These gains again will be immediate, as UAA athletic events will be able to start 

within weeks of the building being opened. The ability to fill in the schedule for the arena with 
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spring and summer events outside of UAA sponsored events during the school year will allow 

the arena to be utilized year round. 

Conclusion 

 Generating revenue through public funds was critical in delivering the required capital to 

turn the Alaska Airlines Center from a desirable dream to a concrete reality. Moving forward in 

the process, it now becomes an issue of how the arena will establish a realistic budget and begin 

to generate revenues from which to do so. In the budgeting phase it is critical to understand how 

the budget process will allow them to execute their operational budget in a way that is fiscally 

responsible. This will be done by generating revenues in a variety of ways. Ticket sales for UAA 

and external events will generate revenues along with concessions, rental and parking fees. This 

being said, it is important to understand how these revenues can be counted and projected 

because the sums of the revenues must be split between the university, outside promoters, the 

athletic department and possibly other entities as well. Understanding the true value of these 

revenues will produce more accurate forecasts and will also help marketing and promotional 

efforts to target prospective spectators that bring the greatest value to the arena in the economic 

sense. Because there is no current history of an arena this size in the UAA athletic department, 

understanding this type of information will be vital in recognizing how to continue to develop 

revenues and adjust your budgeting operations in relation to those findings. These methods will 

allow the Alaska Airlines Center to not only be an incredible addition to the city of Anchorage 

and the State of Alaska, but will also provide great services to community members statewide. 
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