ALASKA STATE LEG SLATURE
HOUSE HEALTH, EDUCATI ON AND SOCI AL SERVI CES STANDI NG COW TTEE
March 1, 2005
3:38 p.m

VEMBERS PRESENT

Representati ve Peggy W1l son, Chair
Representati ve Paul Seaton, Vice Chair
Representative Vic Kohring

Represent ati ve Sharon G ssna
Representative Berta Gardner

VEMBERS ABSENT

Representati ve Tom Ander son
Representative Lesil MCQiire

COWM TTEE CALENDAR

HOUSE BI LL NO. 100

"An Act relating to a |ease-purchase agreenent for the
construction, equipping, and financing of a state virology
| aboratory in Fairbanks, on land provided by the University of
Al aska, Fairbanks, to be operated by the Departnent of Health
and Social Services; relating to the issuance of certificates of
participation for the |laboratory; relating to the use of certain
i nvestment incone for certain construction and equi pnent costs
for the | aboratory; and providing for an effective date."

- MOVED CSHB 100( STA) OQUT OF COW TTEE
HOUSE BI LL NO. 151
"An  Act relating to provider responsibility for ocul ar
postoperative care; and providing for an effective date."
- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON

BILL: HB 100
SHORT TI TLE: STATE VI ROLOGY LABORATORY
SPONSCR(S): RULES BY REQUEST OF THE GOVERNOR

01/ 21/ 05 (H READ THE FI RST TIME - REFERRALS
01/ 21/ 05 (H STA, HES, FIN
02/ 22/ 05 (H) STA AT 8:00 AM CAPI TOL 106
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02/ 22/ 05 (H) Moved CSHB 100(STA) Qut of Committee
02/ 22/ 05 (H) M NUTE( STA)

02/ 23/ 05 (H STA RPT CS(STA) NT 2DP 3NR

02/ 23/ 05 (H) DP: GARDNER, SEATON;

02/ 23/ 05 (H NR. LYNN, GRUENBERG, RAMRAS

03/ 01/ 05 (H) HES AT 3:00 PM CAPI TOL 106

BILL: HB 151
SHORT TI TLE: RESPONSI Bl LI TY FOR CARE AFTER EYE SURGERY
SPONSOR(S): LABOR & COMMERCE BY REQUEST

02/ 14/ 05 (H READ THE FIRST TIME - REFERRALS
02/ 14/ 05 (H HES, L&C
03/ 01/ 05 (H HES AT 3:00 PM CAPI TOL 106

W TNESS REG STER

Rl CHARD MANDSAGER, M D., Director

Di vision of Public Health

Al aska Departnent of Health and Soci al Services

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 100.

DEVEN M TCHELL, Debt Manager

Treasury Division

Departnent of Revenue

Juneau, Al aska

POSI TI ON STATEMENT: Ofered information on the financing of HB
100.

ACTI ON NARRATI VE

CHAI R PEGGY W LSON call ed the House Heal th, Education and Soci al
Services Standing Conmttee neeting to order at 3:38:46 PM
Representatives WIson, Ci ssna, and Gardner were present at the
call to order. Representatives Seaton and Kohring arrived as
the neeting was in progress.

HB 100- STATE VI ROLOGY LABCORATORY

3:39: 59 PM

CHAI R W LSON announced that the first order of business would be
HOUSE BILL NO 100 "An Act relating to a |ease-purchase
agreenent for the construction, equipping, and financing of a
state virology laboratory in Fairbanks, on land provided by the
University of Al aska, Fai rbanks, to be operated by the
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Departnment of Health and Social Services; relating to the
i ssuance of certificates of participation for the |aboratory;
relating to the use of certain investnent incone for certain
construction and equipnment costs for the Ilaboratory; and
providing for an effective date.”" [Before the comnmttee is CSHB
100( STA) . ]

3:40: 07 PM

RI CHARD MANDSACER, M D., Director, Division of Public Health,
Al aska Departnent of Health and Social Services, offered a
handout detailing HB 100, which proposes the construction of the
state public health virology lab in Fairbanks. The second page

of the handout was entitled, "The Alaska State Virology
Laboratory,” which defines the word virology as providing
speci alized testing services for the purpose of diagnosing human
and animal viral infections, such as influenza, r abi es,

hepatitis A, B, and C, human inmunodeficiency virus (HV),
severe acute respiratory syndrone (SARS), Wst Nle Virus,
Nor ovi rus, neasl es, nmunps, and rubell a.

DR. MANDSAGER related that rabies testing has been inportant in

Al aska for many decades. He related that after the animl has
been "put down,"” the head is sent to the Fairbanks |ab where the
brain tissue is tested to identify if rabies is, in fact,
present .

3:41: 36 PM

DR. MANDSAGER, in response to Chair WIlson, related that there
are often cases of animal rabies in Al aska, however, there
hasn't been a case of hunman rabies for 20 - 30 years. He added
that currently one of the Alaskan villages has an anim
gquarantine in place because of rabies in the comunity.

3:42:13 PM

DR. MANDSAGER said that Al aska and Hawaii are the only states in
the country that don't have a case of West Nile Virus. However,
the testing for the virus is in place and birds have been
evaluated for the virus over the last couple of sunmmers, he
relayed. He enphasized that preparedness is inportant to ensure
protection from of the "fly away" birds migrating north. The
Centers for Disease Control and Prevention (CDC) and research
scientists develop the tests for new viruses, such as SARS,
after which the sentinel |aboratories are the first to inplenent
the tests. The Fairbanks sentinel |aboratory is 1 of 23 in the
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U.S., he noted. The reason Al aska needs to be prepared is due
to the population of "fly away" birds from Southeast Asia, and
the "trans pacific" air cargo shipped into the state. He said
that flu disease, nore comonly called influenza, typically
starts in Southeast Asia and then proceeds to nove around the
wor | d. Therefore, the flu vaccines are developed against
viruses that currently exist in Southeast Asia. He noted that
currently one [strand of influenzal] has arrived in California
from Sout heast Asi a.

3:43: 57 PM

REPRESENTATI VE ClI SSNA asked how long have the nmjority of
viruses been com ng from Sout heast Asia and exactly how are they
transport ed.

DR. MANDSAGER replied that he does not know that answer. He
relayed that in Southeast Asia there is a greater popul ation of
animals and humans living in closer proximty to one another,
thus, it enhances the likelihood of [viruses] junping from
animals to humans. In addition, there is a natural transition
of disease [from human to  human] transmtted through
transportati on nodes, such as planes, he added.

3:44: 48 PM

DR. MANDSAGER turned to the next page entitled, "Current
Fai rbanks Virology Laboratory,” which shows a picture of the

current space of about 5,000 square feet. The | aboratory has
been | ocated on the University of Al aska Fairbanks (UAF) canpus
for quite sone tine and has many problens, including the
fol | ow ng: space limtations, i nadequat e lighting and

ventilation, and fails to neet |aboratory building standards.
The | aboratory received an evaluation from the Association of
Public Health Laboratories stating that it is "an accident
wai ting to happen.”

3:45: 31 PM

DR. MANDSAGER, in response to Chair WIson, replied that the
| aboratory does have proper ventilation hoods. However, he
added that the |laboratory director wuld say that [the
| aboratory staff] perform biosafety l|aboratory 111 techniques,
in a biosafety level Il facility. He said that the fact that

the staff has never contracted influenza is a indicator that
their techniques are good despite their working conditions.
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3:46: 09 PM

DR. MANDSAGER turned to page 4 entitled, "Proposed Virology
Laboratory Solution,” which details the reason the facility
should be rebuilt in Fairbanks. He said one reason is because
it's inportant for the state's capacity for rapid identification
of known and new virus identification. One recommendation from
t he Association of Public Health Laboratories evaluation was to
provi de redundant and surge capacity for another |aboratory in
t he event of a natural disaster.

3:47:01 PM

DR. MANDSAGER, in response to Representative Gardner, clarified
that the Anchorage facility is not a virology |aboratory. He
explained that the state's public health |aboratory system has
three | aboratories, of which two are for the Division of Public
Health and the other for the Division of Environmental Health

under the Departnent of Environnental Conservation (DEC). The
Di vision of Environnental Health adm nisters the Food and Ani nal
Safety Laboratory that is being relocated to Anchorage. In

response to Chair WIlson, he reiterated that the |aboratory was
adm nistered by the DEC, which admnisters shellfish testing,
food safety, and dead aninal identification. The Division of
Public Health Laboratory in Anchorage is a bacteriology and
chemical lab, and its expansion capacity has been utilized with

"m ssion expansion” chemicals as part of the country's
bi ol ogi cal preparedness. He related that after [the terrorist
attacks of Septenber 11, 2001] "mission expansion”™ was a
national effort to identify chemcal toxins. The third

| aboratory is the virology | aboratory in Fairbanks.
3:48: 45 PM

REPRESENTATI VE GARDNER asked if, in the event of a catastrophe,
t he Anchorage | aboratory would be the back-up facility.

3:48: 56 PM

DR. MANDSAGER answered that, in the event that the facility was
| ost, certain functions of the |aboratory in Anchorage would be
stopped, to facilitate the equipnment and staff of the Fairbanks
| aboratory and prioritize the nost inportant virology testing.

3:49: 26 PM
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DR. MANDSAGER, in response to Representative Gardner, related
that the Fairbanks | aboratory would better serve the state. He
expl ai ned that a |laboratory in Fairbanks would provide
redundancy in the case of a natural disaster or terrorist attack
and allow retention of its experienced staff who would be

difficult to replace. Furthernore, UAF is building its human
biology and genetics mssion for which the students could
benefit froma biosafety level IIl l|aboratory for research work.
3:50: 46 PM

CHAIR WLSON alluded to the design of the building and its
acconmodat i ons.

DR. MANDSAGER directed attention to the last page entitled
"Proposed Site of State Virology Lab," which shows where the
building will be built. The building will be an addition to the
bi ol ogi cal research and diagnostics facility, which is currently
under construction on the UAF canpus, he added. During the tine
of the federal grant, the details of the facility usage wll be
wor ked out between the state and UAF. He related that the
University of ITOM and IOM State University have a |aboratory
t hat share functions, from which both organizations benefit.

CHAIR WLSON commented that she has visited the l|aboratory in
| OMA and it does function well.

DR. MANDSAGER, for clarification purposes, said that the state
is proposing a simlar relationshinp.

3:52:11 PM

DR. MANDSAGER turned to page 5 entitled, "Construction of a
State Public Health Virology Laboratory in Fairbanks,” which
details the cost of the l|aboratory that wll be financed by
certificates of participation (COPs). The long-term |l and | ease
through UAF, if HB 100 is funded this session, wll make the
|and available to the departnment at no cost for thirty years
with two ten-year options, he noted.

3:52:50 PM

DR. MANDSAGER, in response to Representative Cissna, clarified
that the construction for biological research and diagnostics
facility wll be a UAF facility. However, in further response
to Representative Cissna, he said the facility would be a
col l aborative effort [between the state and UAF].
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3:53:31 PM

CHAI R WLSON asked if the loan is a 15 year | oan.
DR MANDSAGER said "that's correct.”

3:53: 50 PM

CHAIR W LSON asked how the | oan service would work and whether
it would cone fromthe general fund or sonepl ace el se.

DEVEN M TCHELL, Debt WManager, Treasury Division, Departnent of
Revenue, replied that the funding to pay the debt service would
come fromthe general fund.

3:54: 31 PM

MR. MTCHELL, in response to Chair WIson, said she was
"correct," the state would build the facility and share it wth
UAF. There will be a lease involved to facilitate the borrow ng
of the funds and the COPs w Il ensure participation in that
| ease. The planned | ease has a $500,000 interest with a trustee
bank that will have a title interest in the facility. He added
that the COP is a nechanism that allows the general fund to pay
on the lease, which in turn goes to the trustee who di sseni nates
through the Depository Trust Conpany (DTC) to people who
purchase the COPs as investnents.

3:55:37 PM

MR. M TCHELL, in response to Chair WIlson, relayed that the $2.3
mllion cost was a projection based on the current 4.9 percent
interest rate reported in the fiscal notes. The current
interest rates are actually lower, but a conservative estimate
IS necessary to account for future negative inpacts or negative
mar ket novenents. The U.S. Departnment of Transportation (DOT)
woul d rmanage the construction of the facility, and according to
di scussi ons between DOT and the Departnent of Revenue, the bonds
would be issued in the latter half of 2005. Ther ef or e,
i ncremental debt service would occur in 2007.

3:56:28 PM
MR. M TCHELL, in response to Chair WIlson, stated that the state

is not leasing the facilities, however, there is a ground | ease.
Since UAF is a land grant university it doesn't have the ability
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to segregate pieces of |[|and. However, the university has an
arrangenment with initial term of |ease and optional renewals, he
added.

DR. MANDSAGER added that the land will be of no cost to the

state but there will be a naintenance and operations agreenent
of an estimted $200,000 per year. The financing |ease wll be
a 15 year agreenent, after which there will be an operational

agreenment of an estimated increase of $200,000, over the present
agreenent wi th UAF, he not ed.

3:57:51 PM

DR. MANDSAGER, in response to Chair WIlson, said that the state
knows the approxinate anount that UAF wll charge for the
operations of the facility, which is in the fiscal note. In
further response to Chair WIson, he related that the increased
cost, over the present cost, is about $200,000 per year. I n

further response to Chair WIson, Dr. Mndsager related that
currently the laboratory is approximately 5,000 square feet,
whil e the usable square footage of the new building will be over
11,000 square feet, which neans additional costs in terns of
basic utilities, such as heat.

3:59: 00 PM

CHAI R W LSON asked about the difference between the new and old
bui | di ng mai nt enance and operation costs.

3:59: 08 PM

DR. MANDSAGER replied that the current building costs about
$150, 000 per year, and the new building will have an additiona
cost of $200,000 on top of that. In further response to Chair
Wlson, he assured the committee that the maintenance and
operation cost is reasonable.

3:59:44 PM

DR. MANDSAGER, in response to Representative Gardner, said that
the plan is to build a state of the art virology |aboratory.

4:00: 25 PM

REPRESENTATI VE CI SSNA asked if the COP is the sanme nmechani sm
used to build the Alaska Psychiatric Institute (API).
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MR M TCHELL replied that the COP structure is a "nice fit for
stand-alone facilities,” where the need for a building doesn't
lend itself to the general obligation type bonds. Recently, the
COPs have been used for the DEC Seafood and Food Safety
Laboratory, API, and the DHSS | aboratory in Anchorage.

4:01:47 PM

CHAIR WLSON asked about the state's commtnment to fulfilling
t he debt obligation fromthe aforenentioned projects.

4:01: 55 PM

MR MTCHELL replied that the outstanding obligations for the
DHSS |lab were issued January of 1998. Those had a 10-year
obligation and were recently refinanced. |In further response to
Chair WIlson, he related that the state received a |ower
interest on the DHSS |aboratory for which the final maturity
will be in January 2008. The DEC | aboratory was issued in
August 2003, which has a 15-year obligation, and its final
maturity won't be until 2018. Sone of the ol der projects issued
with COPs are the Spring Creek Correctional Facility, the
Sol dotna Mai ntenance Facility, various state courthouses, and
the Departnent of Natural Resources (DNR) facility in Palnmer, he
added.

4:03: 28 PM

MR MTCHELL, in response to Chair WIlson, related that if HB
100 should pass, it wll grant the authority for the state to
i ssue COPs. However, next year the legislature wll have to

approve the budget to fund that service in 2007, he added.

The commttee took an at-ease from4:04: 11 PMto 4:05:50 PM

4:06: 00 PM

REPRESENTATI VE GARDNER noved to report CSHB 100(STA) out of
commttee with individual recomendations and the acconpanying
fiscal notes. There being no objection, it was so ordered.

ADJ OURNVENT

There being no further business before the conmttee, the House
Heal t h, Education and Social Services Standing Commttee neeting
was adjourned at 4:07:42 PM
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