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Knik Arm Bridge Financial Flowchart

HB 23 and SB 13 and Governor’s Budget of $150 MM for the Reserve Fund is passed_as currently proposed:

KABATA will contract to pay the Bridge Developer an annual “Availability Payment” from a Reserve Fund
that has only 2 real sources of income: Toll Revenues and Appropriations from the Legislature.

KABATA’s
Predicted
Scenario !

Because KABATA has the State Guarantee, they issue a
RFP to select the Bridge Developer

Realistic
Scenario 2

— —

1 Assume: Low Bid, $720 MM - 2 Lane
Bridge, $1.0 Billion Financing Cost

Does KABATA Get a $500 Million
TIFIA Loan at 3%? Total bonds
average 5.9% interest

(Odds of success no better than 1
in 10, see footnote 3)

Yes, 6th time
is the charm

KABATA signs a $2.3 Billion Contract for 35
years of ballooning Availability Payments from
$25 million in 2017 to $104 million in 2051.

Yes

v

$4.2 Billion Cumulative Toll
Revenues from 2017 — 2051

(Revised to $2.3 Billion unless
4 lanes constructed earlier
than KABATA's finance plan
currently shows.)

Assume: Realistic Bid, $800 MM — 2
Lane Bridge, $1.1 Billion Financing Cost

No

Because HB23/SB13 provides the ability to
issue state guaranteed bonds, KABATA
issues $600 million in Private Activity bonds
at 8.6% interest.

KABATA signs a $4.7 Billion Contract for 35 years of
Availability Payments. Because of larger early year
deficits, the outstanding loan amount grows, so
increasing amounts must be financed. The
cumulative costs of the contract doubles.

In 2035, does Point MacKenzie have more jobs than
the Kenai or Juneau Boroughs have today?

Will there be a Point MacKenzie shopping center that
is 2.4 times larger than Anchorage’s Dimond Center?

(KABATA projects both will happen in order for traffic
on the bridoe to meet their 2035 toll revenue forecast.)

No

Because KABATA's financial plan
has 4 lanes of tolled traffic crossing \ 4
a 2 lane bridge in 2026: Must
subtract $1.9 Billion in toll revenue,
or finance at least $550 Million to
construct 2 more lanes to handle
the traffic.

\

$2.1 Billion Cumulative Toll
Revenues from 2017 - 2051

_/

Does the Legislature annually vote to replenish the Reserve Fund as established by HB23/SB13?
With the toll shortfall, the Legislature annually faces one of four bad choices:

A 4

KABATA pays back
the $150 million that
the Legislature
appropriated into the
Reserve Fund.

A\ 4

A\ 4

A\ 4 \ 4

2017 to 2035, an
average of $55
million per year
appropriated by
Legislature

A\ 4

State Pays off
the Contract
at perhaps
$1.5 Billion?
to Contractor.

State takes
over running
the Bridge.

2036 to 2051, an
average of $98
million per year
appropriated by
Legislature

v

\ 4

State Defaults on
Contract, loses
availability.

State Credit Rating
likely down-graded

State annually
puts deficit on
statewide deficit
service

Court or settlement
assesses the
damages that state
must pay
contractor.

\ 4

Cost to Alaska?

Approx. $2.6
Billion AND other
projects stop

Cost to Alaska?

~$1.5 Billion plus
how much O & M
exceeds Tolls

Cost to Alaska?

A 4
State loses
availability of Cost to Alaska?
Bridge. $2.6 Billion =
All Projects more $3,500 per
costly to finance Alaskan

L All KABATA figures are from their latest 8-14-2012 financial plan: See http://www.knikarmbridge.com/documents/KnikArmCrossingProFormaModel 000.pdf
% All “Realistic Scenario” figures are from the “Real Cost” analysis by Jamie Kenworthy and Bob French: See http://knikbridgefacts.org/wp-
content/uploads/2013/02/13-02-08-KABATA-2013-REAL-COST .pdf

® This year TIFIA has about $1 billion for $13-$20 Billion of requests for $41 Billion of projects (33-50% fed share), so it's unlikely that next year KABATA
will be successful. See http://www.fhwa.dot.gov/ipd/tifia/letters interest applications/letters_submitted 2013.htm for current national project list. KABATA

has now been turned down five times for this nationally competitive program.

Note: Blue boxes are decisions for Legislature, Red are for Administration or KABATA, White boxes are not controlled by Legislature or Administration.
Created by Bob French and Jamie Kenworthy — February 2013. Go to http://knikbridgefacts.org/ for more information and links to backup data.
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