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REX SHATTUCK, St aff

Represent ati ve Mark Neuman

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Testified on behalf of Representative
Newman, sponsor of HB 24 during the discussion of HB 23.

M CHAEL FOSTER, Chair

Knik Arm Bridge and Toll Authority (KABATA)

Departnment of Transportation & Public Facilities (DOT&PF)

Anchor age, Al aska

PCSI TI ON  STATEMENT: Presented a PowerPoint presentation and
answered questions on HB 23, the Knik Arm Bridge and Toll
Aut hority (KABATA).

REPRESENTATI VE MARK NEUMAN

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Testified as sponsor during the discussion
of HB 23.

ACTI ON NARRATI VE
2:17: 24 PM

CHAIR PEGGY WLSON called the House Transportation Standing
Commttee neeting to order at 2:17 p.m Representatives Lynn,
Krei ss-Tonkins, Gattis, |saacson, and P. WIson were present at
the call to order. Representative Feige arrived as the neeting
was in progress.

HB 23- KNI K ARM BRI DGE AND TOLL AUTHORI TY

2:18: 03 PM

CHAIR P. WLSON announced that the only order of business would
be HOUSE BILL NO 23, "An Act relating to bonds of the Knik Arm
Bridge and Toll Authority; relating to reserve funds of the
authority; relating to taxes and assessnents on a person that is
a party to an agreenent with the authority; and establishing the
Kni k Arm Crossing fund."

2:18: 54 PM

REX SHATTUCK, Staff, Representative Mark Neuman, Alaska State
Legi slature, on behalf of Representative Neuman, sponsor of HB
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23, stated the bill would anend the Knik Arm Bridge and Toll
Authority's (KABATA) enabling statutes to provide for a
successful procurenent of the Knik Arm Crossing (KAC) project
and to generate the best value for the state. This bill was
witten in consultation with KABATA.

2:20:10 PM

M CHAEL FOSTER, Chair, Knik Arm Bridge and Toll Authority
(KABATA), Departnent of Transportation & Public Facilities
(DOT&PF) offered to give a brief recap presentation.

MR. FOSTER turned to KABATA's mission [slide 1]. He stated that
the KABATA was set up to advance the Knik Arm Crossing (KAQ.
He pointed out the <corridors and road alignnments in the
Sout hcentral Alaska area, including for the G enn H ghway and
t he Parks H ghway, Kni k-Goose Bay Road, and the Port MacKenzie

Rai | extension. Additionally, he nentioned the population
trends in Southcentral Alaska, noting that 54 percent of
Al askans live in this area. He reported that approximately

300,000 live in the Anchorage Bow area and about 90,000 in the
Mat anuska- Susitna area based on the Anchorage netropolitan

census figures [slide 5]. He discussed the 2035 population
forecast that shows that over the next 25 years substantial
growh will occur in the Matanuska-Susitna Borough (NMSB) area.

He related that different population forecast nodels predict
popul ation increase estimates ranging from 115 percent to 119
percent over the 25 year period wth significant growh in the
Anchorage area predicted from the Eagle River Bridge north to

Ekl ut na. In fact, this area is estimated to grow by 74 percent
over the next 25 years. Additionally, the Anchorage bow is
nearly out of available Jland for residential, busi ness,

commercial, and industrial purposes.
2:22:29 PM

MR. FOSTER turned to the 2035 population statistics [slide 6].
He said sone discussion has surrounded the use of the University
of Alaska's (UAA) Institute of Social and Econom c Research
(I'SER) figures. He deferred to Representative Neuman to address
that issue. The Wods and Poole Economic Inc.'s population
forecast nodel, which is an independent third party nobdel, and
KABATA' s nodel all show that in 2035, significant growh wll
occur in Southcentral Al aska in the Mtanuska-Susitna area.

MR. FOSTER turned to slide 7, entitled, "Historic and Projected
Popul ation Trend 1985 to 2035." He highlighted the 2035
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proj ections, which shows nearly a linear curve related to the
availability of I and.

2:23:45 PM

MR. FOSTER said that population growh drives traffic increases.
In 1985, Eklutna had an increase of about 16,000, in 2010 at
29,000, and traffic is forecasted in 2035 at over 60,000
vehicles [slide 9]. The growth at Hland Road - at the six-I|ane
point - from 2010 to 2035 is estimated to increase from 50, 000
to over 110,000 based on the population projections from Eagle
Ri ver to Eklutna and popul ation projections from the Matanuska-
Susitna Borough (MSB). This slide graphically shows the
popul ati on points based on 2010 average daily traffic and using
the 2035 estimated traffic [slide 11].

2:24: 41 PM

CHAIR P. WLSON pointed out ISER s population estimate 1is
different from KABATA s estimates. She asked whether he could
explain the difference in the estimted popul ati on projections.

MR. FOSTER deferred to Representative Neuman to address.
2:25:18 PM

MR. FOSTER di scussed what happens without a bridge [slide 13].
He explained that in 2008, the DOT&PF considered transportation
needs based on the traffic and popul ati on demands goi ng forward,
in which the Genn Hi ghway from Eagle R ver north would becone a
si x-lane highway to handle the increased traffic. Further, the
d enn H ghway from downtown Anchorage to Eagle River north would
beconme an 8-10 | ane roadway, based on actual traffic counts, he

sai d. He reported the 2008 estimates totaled $3 billion in
federal /state funding. He reiterated the DOT&PF s Long Range
Plan total ed about $3 billion inmprovenents to the G enn H ghway.

MR. FOSTER related the bridge option under consideration is a
private-public partnership nodel (P3) [slide 11]. The KABATA
has short-listed three firms, who have each undergone a rigorous
solicitation - as the potential private devel opers. The private
partners in the public-private partnership (P3) would be
responsible for financing, desi gni ng, bui | di ng, oper at i ng,
mai ntaining, and collecting tolls for the proposed Knik Arm
Crossing (KAC) project and the draft contract would be a 35-year
concessi on or contract.
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2:27:15 PM

MR. FOSTER related that to make this project as attractive as
possible for the financial narkets, the State of Alaska -
through this bill and legislation - wuld be to create a reserve
fund for the initial years. The $600 million funding source
would be |[Federal Hi ghway Administration [FHWA] Safety-LU
private activity bonds (PAB). Again, the state would be a
conduit - the state would not secure the PAB nor would the state
be financially obligated to the bonds. The state would only
provide the capacity for the private partner to apply for the
bonds. Additionally, the Transportation Infrastructure Finance
and I nnovation Act of 1998 (TIFIA) financing would be the sane
type of nodel - the state would act as a conduit and would not
sign for the financing nor have any financial responsibility for
it. He characterized the funding as a pass through.
Additionally, the contract ternms provide for a termnation for
conveni ence clause that would allow the state to termnate if
the state decides not to proceed, which he characterized as
being simlar to a |ease agreenent, wth a payout val ue. He
enphasi zed that from the beginning the bridge will be owned by
the state and once construction begins the bridge project wll
become a state asset. However, the private partner would not
receive the first availability paynment until the bridge is open
for use. Thus during construction the private partner wll
fi nance the project.

2:29: 27 PM

REPRESENTATI VE MARK NEUMAN, Al aska State Legislature, referred
to a nmeno dated March 22, 2011, in nenbers' packets from
Professor Scott Goldsmith, from the University of Alaska's
Institute of Social and Econom c Research (I SER). He expl ai ned
that the ISER figures were below the 2010 U. S Census figures.
He suggested that by taking the ISER figures and correlating
them to the U S. Census population, that the figures would fal

within one or two percent. As a matter of fact the figures are
still in the 85, 000-90,000 range, he said. He recalled ISER had
estimated approxi mately the popul ation at 170,000 and KABATA had
predi cted 190, 000. He said, "You can nitpick about those
nunbers all day long, but there's still a |ot of people.”

2:31: 06 PM

REPRESENTATI VE NEUMAN asked to have a docunment distributed
entitled, "Current Traffic Safety Corridors (TSC) & Candi dates
as of August, 2009" that helps explain the safety issues. In
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response to Chair P. WIson, Representative Neuman deferred to
M. Foster to address the numbers of estimated vehicles for the
bridge being based on a four-lane bridge and the associated
costs. He again referred to his handout, which lists the
hi ghway safety zones as of August 2009. He reported the
fatalities and magjor injuries per 100 mllion vehicle mles on
the Palner/Wasilla H ghway and denn Hghway to the Parks
H ghway at 16.7; from Lucus Road to Big Lake at 17.3; the
Kni k/ Goose Bay Road at 22.84. After all, the Seward Hi ghway is
often highlighted, but its fatalities and najor injuries rate

per 100 mllion vehicle mles is 13.1. He indicated the
community has been undergoing transportation planning for post-
bri dge construction. In fact, [with the KAC] traffic would be

reduced considerably on the G enn H ghway, he said. Currently,
30,000 vehicles travel from the Matanuska-Susitna to Anchorage
each day, he reported. Specifically, he pointed out the |ast
rut rehabilitation costs at $55 nillion per the DOT&PF
Further, rut rehabilitation nust be done every five years. He
poi nted out that 82 percent of the freight to the state cones in
via the Port of Anchorage. Thus all the heavy freight and
containers destined to Fairbanks and Prudhoe Bay could bypass
the denn H ghway. Additionally, the proposed Knik Arm Crossing
(KAC) would reduce the length of travel considerably, which is
one reason why the bridge has been supported by the Fairbanks

Chanmber of Conmmerce: it would reduce traffic and trucking
costs. He indicated if the road rehabilitation could be
stretched to 8 to 10 years, it would also represent a

consi derabl e cost savings to the state.
2:35:24 PM

REPRESENTATI VE NEUMAN said those who live in Wsilla are
famliar with the pinch points and congested traffic, such that
Wasilla Lake is on one side, the highway and railroad and
Lucille Lake on the other side. He characterized this roadway
as an over congested highway, which the conmmunity has been
trying to alleviate. Additionally, Wsilla to Big Lake
represents the nost dangerous stretch of highway in the state is
al so proposed to be expanded to a four-Ilane highway. Furt her,
the Knik Arm Crossing (KAC) would reduce heavy freight, reduce
accident rates, and inprove traffic freight infrastructure to

help turn Al aska resources into jobs. He suggested that
expanding the @ enn H ghway - which is currently over capacity -
is estimated to cost over $ 4 billion. Thus obtaining a bridge

funded by private industry would be nmuch | ess expensi ve.

2:37: 02 PM
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REPRESENTATI VE NEUVAN turned to t he Feder al H ghway
Adm ni stration [FHWA] funds under the Myving Ahead for Progress
in the 21st Century Act (MAP-21). He related that Governor
Parnel |l supports creating a reserve fund using an appropriation
of $10 mllion this year and funding an additional $35 mllion
each year until 2018 for a total of $150 nillion. This fund
woul d basically be a loan that would be repaid, he said. He
estimated sufficient traffic would cross the bridge to create
enough tariffs in approxinmately seven to eight years for the KAB
project to becone revenue neutral. The toll revenue would be
repaid into the reserve fund, once traffic increased and as new
housi ng i s expanded from Anchorage. Any excess revenue mnust be
used for transportation projects, including aviation, marine, or
hi ghway projects. He pointed out that the state is trying to
diversify its income revenue streans, wth 90 percent of the

state's revenue derived from oil, which is declining rapidly,
the state nmust find new ways for revenue sources. He said this
is an opportunity for the state to spend $1 billion within the
first 20 years of the project tinme line for transportation
projects in Al aska. Thus this project would also relieve

congestion on the state general funds.

2:39: 35 PM

REPRESENTATI VE NEUMAN reiterated that this would relieve
pressure on general fund expenditures. He enphasized that
finding new revenue sources and diversifying the econony is a
nmust . Addi tional ly, this infrastructure would open up
devel opment on the west side of Cook Inlet. He related that
$400,000 is in the Governor's FY 14 proposed budget to assess
resource developnment options in the Susitna Basin. Thi s

infrastructure would help develop natural resources, which is
critical to diversify the state's econony and increase revenue

streans to the state. In fact, numerous benefits of this
project besides public safety exist, including diversifying
revenue streans, creating jobs, finding nore opportunities to
turn resources into jobs for Al askans. He concluded that this
[ project] pays for itself. In the end, this project is ready to
build; it's ready to go, he said. As he |ooks forward and

currently, revenue streanms are in the negative. Certainly, the
state doesn't have funds for large capital projects since the
state has a $1 billion deficit. He offered his belief that
partnering with private industry to bring in $1 billion in
private industry investnent to create 1,500 jobs over the next
four years is critical to the state. He predicted that if the
state doesn't partner with private industries that the effect on
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t he operating budget will be huge. In short, this bridge could
get Alaska to the point of building a pipeline and a dam He
said, "This is a bridge to the future and | hope we have the
vision to continue on with that, Midanme Chair and I'lIl be glad
to answer any questions."

CHAIR P. WLSON responded that she didn't mnd having the state
pay for sone capital projects and infrastructure; however, she
wanted to ensure if the tolls are insufficient to cover the
avai lability paynent, the state woul d pay.

REPRESENTATI VE NEUMAN answered that under the worst case
scenari o sonme projections were nade, but M. Foster could best
expl ain the projections.

REPRESENTATIVE P. WLSON reiterated that the state should pay;
for infrastructure; however she wanted to be sure the facts the
cormittee has are the right facts. She asked whether the
commttee has an updated financial plan from KABATA. She was
unsure of whether the federal governnent is on hold in terns of
the TIFI A financing.

2:44: 03 PM

REPRESENTATI VE NEUVAN referred to a letter to M. Callenda,
Director, Transportation Infrastructure Finance and |nnovation
Act Joint Program Ofice, US. Departnent of Transportation
dat ed [ Novenber 15, 2012] from Governor Parnell. He read:

| have received a copy of your Septenber 25, 201
letter to the Knik Arm Bridge and Toll Authority
( KABATA) . In that letter, you state that the U S.
Departnment of Transportation (US DOT) is postponing
consideration of our Transportation Infrastructure
Finance and Innovation Act (TIFIA) Letter of Interest
until the State appropriates, or is reasonably |ikely
to appropriate, funding for the KABATA project
(Project).

As you know the Alaska legislature has previously
aut horized use of federal funds and has appropriated
State mat ching funds for t he Proj ect. The
construction phase is included in the approved
Statew de Transportation |nprovenent Program KABATA
is currently purchasing the right-of-way and acquiring
the permts necessary for construction. In addition,
my Capital Budget wll be submtted to the Al aska
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State Legislature in Decenber, and it is ny intent to
i nclude funding for a Project Reserve.

KABATA will continue to work closely with your office,
and the State of Al aska expects full consideration by
US DOT and your office for an invitation to submt a
TIFIA loan application on behalf of the successful
pr oposer .

REPRESENTATI VE NEUVAN recapped that the aforenentioned letter is

a letter of intent from the legislature for continued funding
for the reserve and the letter is signed by Governor Parnell.

2:45: 56 PM

CHAIR P. WLSON asked whether TIFIA has responded back to this
letter.

REPRESENTATI VE NEUMAN responded that this letter was a positive
response to TIFlA

MR. FOSTER answered yes; and offered to quote from a Septenber
25, 2012 letter.

CHAIR P. WLSON asked for the date of the governor's letter

REPRESENTATI VE NEUVAN answered the letter he read was dated
Novenber 12, 2012 and was in response to the Septenber 25, 2012
letter fromthe U S. Departnent of Transportation (US-DOT).

CHAIR P. WLSON asked whether the sponsor has heard back from
the U. S. -DOT since the Novenber 12, 2012 letter from Governor
Par nel | .

MR. FOSTER answered yes; that the U S.-DOT is waiting for the
| egislature to pass the bill. In further response to a
guestion, he clarified that the U S.-DOT has responded.

2:46: 38 PM

CHAIR P. WLSON added for further clarification on the fisca
not e.

REPRESENTATI VE NEUMAN answered that the fiscal note is a zero

fiscal note since the funding would be a |oan. He said the
DOT&PF has put in a zero fiscal note since the funding would be
in a reserve account that would be repaid. In further response
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to a question, he agreed the toll fees would provide the
repaynent and the contractor would receive the availability
paynment and if insufficient the state would nmake up the
di fference.

2:47: 30 PM
VR. FOSTER clarified that the TIFIA program is Dbeing

adm ni stered under NAP-21. The TIFIA program is a continuation
of the program but it contains significant changes. First, the

funding would consist of $17 billion capacity, which equates to
33 percent of the eligible capital costs. The FHWA has
i ndi cated nost of these projects would fall under 33 percent of
capital costs eligible rather than 49 percent. For exanple, of
the $1 billion, $333 mllion wuld be part of the TIFIA
al | ocati on. Thus the TIFIA's $17 billion in funding would
equate to $55 billion in capital inmprovenent funding. To date,
26 projects have submitted letters of interest, including
KABATA, he said. The selection criteria is on a first-cone

first-served nodel so if the project neets the criteria, and
project is invited to submt an application, the project would
basically fall within the TIFIA' s funding cycle. As projects
are received, the overall TIFIA s capacity is |owered. Agai n,
26 letters have been submtted, but none of the 26 projects have
been invited to submt an application to date. The 26 projects
span 17 states, including Al aska, but the overall capacity is
$17 billion. He acknow edged that the KABATA has previously
applied nerely to stay in the queue and have the U S. -DOT renain
famliar with the project. Even though KABATA has not yet been
invited to submt an application, it did not expect to be asked
si nce KABATA has been working on a record of decision and its
fi nanci al nodel . However, the project has matured to the point
of the record of decision, permts, right-of-way acquisition,
and the governor's commtnent - through the capital budget - to
create the reserve fund. Once the legislation is in place, he
offered his belief and confidence that KABATA will be invited to
subnmit an application. He concluded that would be the next
process under the letter of interest.

2:50:31 PM

MR. FOSTER conti nued. He stated that prior to being asked to
subnmit an application KABATA would seek a Standard and Poor's
(S&P) rating on project. In fact, the DOR has done this on
KABATA' s behal f. He reported the rating for this project is an
i nvestnment grade rating so it also passes the TIFIA federal |oan
program test. He reaffirmed that the KAB project would have no
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impact on state's credit rating. He sunmarized that the two
tests perforned by S&P indicate the project was an investnent
grade - which is what KABATA needs for TIFIA - plus, under

KABATA' s worst case scenario will not affect the state's credit
rating.
2:51: 31 PM

CHAIR P. WLSON turned the gavel over to Vice Chair |saacson
2:51:46 PM

REPRESENTATI VE KREI SS-TOWINS asked when TIFIA wll invite
KABATA to submt a | oan application

MR FOSTER indicated that the U S. -DOT has indicated that it

wll not nove forward until the commtnent from the |egislature
is in place. Due to timng, KABATA does not want to submt an
application until the mechanisnms are in place since a 60-day

time clock starts. This timeframe includes 30 days to respond
to KABATA on the application conpleteness, and once conplete,
the U. S -DOT starts its time clock to nake a determ nation. He
enphasi zed that the KABATA needs to have the reserve account
partially funded through the capital budget, the bill needs to
be passed, and KABATA already has the S&P rating. Thus as soon
as legislation is in place, the KABATA will ask the U S. -DOT to
nove their letter of interest into a pre-application state.

2:53: 03 PM

REPRESENTATI VE KREI SS- TOWKI NS understood that the U S -DOT does
not want to authorize KABATA a TIFIA loan until the state makes
a financial commtment by funding the reserve fund. However, in
order for the legislature to conduct its financial due
diligence, the state wants assurance of KABATA' s financing plan
and specifically, whether the TIFIA loan will be in place. Thus
one of these two pieces needs to conme first. He expressed
concern that the state would be financially Iiable. I n ot her

words the state would base its approval on a project that
assurmes a TIFI A loan, which may or may not be approved.

REPRESENTATI VE NEUVAN answered that KABATA cannot apply for the
TIFIA loan until the project exists. This bill would create the
[ Knik Arm Crossing (KAC)] project. The financing mechani sm for
the toll revenue is in nenbers' packets. Further, the S&P bond
ratings indicate this is a very worthy project, which all shows
alot of credibility for this project exists.
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2:54:36 PM

REPRESENTATI VE KREI SS-TOWKINS said the difference between the
interest on a TIFIA loan and a Ceneral Oobligation (GO bond is
significant, which is why this project is really predicated on a
TIFI A | oan.

MR. FOSTER acknow edged the situation is simlar to a chicken
and egg situation. He viewed the KABATA s financing as being
simlar to as pre-qualifying for house |oan before soneone shops
for a house. In this instance, the U S -DOT said in its
Sept enber 25, 2012 letter, "It becones clear, that the issue is
reasonably likely to be resolved favorably in the near future.”
He interpreted this statenent to nean the passage of this
| anguage [HB 23], the creation of the reserve fund, and the
governor's plan to fund the reserve fund. Keep in mnd the
reserve fund isn't necessary until the bridge is actually open.
In the event that the project is not eligible for a TIFIA |oan,
KABATA does not have an alternate financial plan. The KABATA
woul d then need to eval uate whet her another financial plan is as
attracti ve. He said that TIFIA in sonme respects, would be a
gift to this project as well as to the nultitude of the other 26
proj ects. He explained the TIFIA structure, such that TIFIA
woul d | oan between 33-49 percent of eligible capital project
costs. He reiterated the private partner would not nake any
paynent on the loan until the bridge is open. In the initial
years, the TIFIA paynent structure is very favorable structure
since it's a green field project. Additionally, TIFIA and the
MAP-21 funds are designed to create new developnent, new
projects, and new infrastructure. Accordingly, TIFIA is so
attractive to the private investor that KABATA, on behalf of the
state, is doing everything is can to secure the TIFIA |oan. He
assured nenbers that KABATA is doing everything it can. Even if
the reserve fund were to be funded conpletely, until a contract
is signed, the reserve fund is just sitting there. If sone
place along the road the proposals cone in and the criteria
can't be net or the availability paynent can't be kept under a
curve that is manageable, the state does not have any noral
obligation nor does the state have a conmtnent for the reserve
fund to be in trust, until the contract is signed, he said.

2:59:23 PM
REPRESENTATI VE NEUVMAN said he views the KABATA project as one

which will create 1,500 jobs and $1 billion in private industry
i nvest nent . He said he chaired the House Health and Soci al
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Services Standing Committee and the nunber of people who applied
for food stanps has doubl ed. He offered his belief that $3
billion capital budgets are gone. He encouraged the committee
to consider this project because otherwise what will the future
| ook |i ke wi thout these jobs.

[HB 23 was hel d over. ]

3:00: 36 PM

ADJ QURNIVENT

There being no further business before the commttee, the House

Transportation Standing Committee neeting was adjourned at 3:00
p. m
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