SENATE FI NANCE COWM TTEE
March 18, 2014
9:06 a. m

9: 06: 05 AM

CALL TO ORDER

Co-Chair Meyer called the Senate Finance Commttee neeting
to order at 9:06 a.m

VEMBERS PRESENT

Senator Pete Kelly, Co-Chair

Senat or Kevin Meyer, Co-Chair

Senat or Anna Faircl ough, Vice-Chair
Senator dick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny d son

VEMBERS ABSENT

None

ALSO PRESENT

Senat or Fred Dyson; Chuck Kopp, Staff, Senator Fred Dyson;
Laura Brooks, Heath Care Admnistrator, Departnent of
Corrections; Rober t Lawr ence, Doct or, Chi ef Medi cal
Oficer, Departnment of Corrections; Representative Mark
Neurman; Suzanne Arnstrong, Staff, Senator Kevin Myer.

PRESENT VI A TELECONFERENCE

Dave Powers, Doctor, Bristol Bay Health, Dillingham Henry
Philli ps, Doctor, Tel adoc, Nashvi | | e; Sheela Tall man,
Premera Blue Cross Blue Shield, Seattle; Ron Hale, Hospital
Adm ni stration, Alaska Psychiatric Institute, Anchorage;
Carly Wer, Self, Anchorage; Lorali Sinon, Usibeli Coal
M ne, Healy.

SUMVARY

SCR 16 REQ GOV TO | NVESTI GATE COAL RESOURCES



SCR 16 was HEARD and HELD in committee for
further consideration.

SB 80 QUT- OF- STATE PHYSI CI AN LI CENSE

SB 80 was HEARD and HELD in commttee for further
consi derati on.

SB 108 LIMT PUBLI C ACCESS TO CRI M NAL RECORDS

SB 108 was REPORTED out of committee with a "do
pass" recommendat i on and Wi th previ ously
publi shed zero fiscal notes: FN1(LAW, FN2(ADV,
and FN3(ADM); a new zero fiscal note from the
Departnment of Health and Social Services; and a
new fiscal inpact note from the Al aska Court
System

2d CSHB 23(RLS)
KNI K ARM CROSSI NG AHFC

2d CSHB 23(RLS) was HEARD and HELD in conmttee
for further consideration.

#sb108
SENATE BI LL NO. 108

"An Act relating to the confidentiality of certain
records of <crimnal cases; and providing for an
effective date.”

9:07:31 AM

Co-Chair Meyer communi cated that the bill introduction and
public testinony had been heard the previous day.

SENATOR FRED DYSON, SPONSOR thanked the committee for
hearing the bill. He was avail able to answer questions.

Senat or O son observed that public testinony the prior day
had been overwhelmngly in favor of the bill. He wondered
i f any opposition had been expressed. Senator Dyson replied
that the only active opposition was from the Ofice of
Victims Rights. The office was concerned that the public
information on CourtView helped individuals to identify
potential patterns of bad behavior. The sponsor had
provided a workaround with the Departnent of Health and
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Soci al Services (DHSS) that would allow the agency through
training to gain access to confidential records if the
| egi sl ati on passed. He asked his staff to el aborate.

CHUCK KOPP, STAFF, SENATOR FRED DYSON, explained that the
exception of access to information made confidential by the
| egi sl ation had been brought to the sponsor by the Ofice
of Public Advocacy and DHSS. The entities had asked that
persons responsible for the safety and welfare of child
pl acenent, vul nerable adults, and seniors with disabilities
have access to the information for the placenent of the
i ndividuals. Additionally, individuals who currently had
access to the Al aska Public Safety Information Network (the
state crimnal justice information system) would continue
to have access to the information. The anendnment to the
bill had been nmade in Section 2. He noted that the change
had resulted in a fiscal note fromthe Al aska Court System

Senator Dyson advised that there would always be pragmatic
reasons to tranple on personal liberties and Bill of Ri ghts
i ssues. He acknow edged that decisions would be difficult
due to heartfelt testinony on the downsides of particular
personal |iberties. He believed the |egislature needed to
be vigilant about uphol ding personal |iberties. The current
issue was related to privacy and due process.

9:12: 08 AM

Co-Chair Kelly MOWED to REPORT CSSB 108(JUD) out of
commttee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal notes. There being NO OBJECTIQN, it was
so ordered.

CSSB 108(JUD) was REPORTED out of conmttee with a "do
pass” reconmmendation and wth previously published zero
fiscal notes: FN1 (LAW, FN2 (ADM, and FN3 (ADM; one new
zero fiscal note from the Departnent of Health and Soci al
Services; and one new fiscal inpact note from the Al aska
Court System

9:12:18 AM
AT EASE

9:13:50 AM
RECONVENED

#sb80
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SENATE BI LL NO. 80

"An Act relating to the practice of telenedicine and
relating to licenses for out-of-state physicians or
podi atrists to practice telenedicine in this state
under certain circunstances."

9:14:16 AM

Senat or Dyson explained that SB 80 introduced into Al aska's
Medi cal Practice Act the practice of telenedicine, sets
paranmeters for prescription of controlled substances
wi t hout an in-person contact between physician and patient,
establishes a definition for telenedicine, and provides
that health care insurers nay not require in-person contact
between a health care provider and patient before paynent
is made for services. Wth Alaska's large rural and renote
areas, the need for telenedicine is especially acute with
much of the state designated as nedically underserved by
the federal Health Resources and Services Adm nistration.
The legislation wll provide expanded opportunity for
health care delivery for individuals and businesses
t hr oughout Al aska. Currently, the only delivery of
telehealth in Alaska is via the Al aska Federal Health Care
Access Network (AFHCAN), established in 1998 to provide
tel ehealth services for federal beneficiaries in Al aska,
including Al aska Natives. The Alaska Native Tribal Health
Care Consortium (ANTHC) manages the telehealth program and

provided statewide health and information technology
services to Alaska Natives and Anerican Indians, in
addi tions to supporting t he | ocal tri bal heal t h
organi zations. The bill wll allow the cost-saving and

efficiencies of telehealth to be delivered to the nmany
other constituencies in Alaska that do not qualify to
participate in the ANTHC tel ehealth program In Al aska and
nati onwi de, the ongoing discussion of how to provide
greater access to health care at a reasonable cost is
becom ng ever nore relevant. Telenedicine is energing as a
key elenent in the delivery of health services to children,
seniors, and other vulnerable populations through the
integration of technology and provider car. The Patient
Protection and Affordable Care Act is leading to increased
demand that physicians interact wth nore patients.
Telenedicine allows physicians to consult wth nore
patients, and enables patients to neet wth their
physicians in a shorter tinme period. In terns of economc
advant ages, telenedicine saves travel tine and expense for
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patients who ot herwi se have to | eave hone and work to see a
health care provider, provides for nore tinely diagnosis of
ai l ments, and reduces unnecessary ER visits.

9:19: 24 AM

M. Kopp stated that the build out recipient of the state's
broadband network in Southwest and Western Alaska the
ANTHC, which created the Al aska Federal Health Care Network
expandi ng tel enedi cine statew de. He announced that GCl had
enployees in very renote |ocations, and were using
tel enedi ci ne. The physicians were given a Cease and Desi st
order, because, under state regulations, prescription of
medi cation or diagnosis of a patient nmust not be done based
solely on a patient-supplied history. In order for a
physician to prescribe nedication, there nust be an in-
person visit. He stressed that the regulations were old
fashioned, and enacted before telehealth was advanced.

Al aska Natives and federal entities had access to the
current telehealth network, but others would not be allowed
access. The legislation sought to allow those people to
take part in the telehealth network. He stressed that the
cost of a trip to a nedical clinic for some Al askans was
extrenely expensive. He pointed out that the ANTHC
announced that telehealth had saved over $10 million in
travel costs for the clientele that were served. The
legislation introduced into statute the practice of
tel enedi cine. The sponsor net twice wth the State Medica

Board, and had conversations to conclude on the current
| anguage in the bill. He stated that the Departnent of
Corrections (DOC) requested an exception to continue
prescri be controlled substances electronically, due to the
DOC diversity that were going through w thdrawals or have
behavi oral disorders while incarcerated.

9:22: 57 AM

M. Kopp stated that the bill was in line wth other
states' that allowed for physical examnations to take
place electronically: California, Kansas, Maryland, New
Mexi co, ©hio, Texas, Vernont, Hawaii, Louisiana, Nevada,
North Carolina, South Dakota, and Virginia. He presented
t he sectional analysis (copy on file):

Section 1 - Adds a new section in the Medical Practice

Act (AS 08.64) est abl i shi ng t he practice of
t el emedi ci ne. Remmi ns unchanged.
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Section 2 - Cdarifies how prescription of drugs
wi thout a physical examnation is to occur by setting
three requirenments: 1) the prescription drug is not to
be a controlled substance, 2) the physician is |ocated
in the state and able to provide followup care, and
3) the person consents to sending a copy of records of
the encounter to their primary care provider if the
prescribing physician is not their primary care
provi der and the physician sends the records to the
primary care provider. It deletes the |icense for out
of state physician or podi atri st to practice
t el emedi ci ne.

Section 3 - Creates a definition for the practice of
tel enedi cine by adding a new paragraph to the Medica

Practice Act's definition section AS 08.64.380. It
del etes the langrage pertaining to personal interview
requirenments for physician licensure for out-of-state
tel emedi ci ne |icense.

Section 4 - Adds a new section to the state insurance
code and provides that an insurance conpany that
offers a health care insurance plan that provides
coverage for telenmedicine may not require that prior
in person contact occur between doctor and patient
before paynent s made for covered services. It
del etes the |anguage anending the license fee statute
and add an out-of-state license fee.

Section 5 - Provides an effective date for
applicability of new section AS 21.54.102 dealing with
heal th care insurance pl ans.

9:26: 28 AM

Senator O son queried the reason the physician should be
|ocated within the state. M. Kopp responded that the
provision was included, because the physician nust be
avai l abl e for follow up care.

Senator O son wondered if he could treat patients while on
vacati on. M. Kopp responded that nedical regul ati on
al ready provided exception for existing physician-patient
rel ati onshi ps.
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Senator A son felt that Section 2 allowed for prescribing
medi cation without a physical exam nation. M. Kopp replied
that there an exception already outlined in regul ation.

Senator Dyson furthered that the Medical Board was fairly
conservative, and there was sonme concern regarding sone
| arge national firme that were currently practicing
tel enedi ci ne nati onwi de. He remarked that the nedical board
want ed to preserve t he traditional doct or/ pati ent
rel ati onship.

Senator O son wondered if the Al aska Medical Association
was supportive of the legislation. M. Kopp replied that
the board may be neutral, and may be supportive. The
Association did not support the out-of-state |icensing of
physi ci ans.

Senator O son asked if the A aska State Medical Board
supported the bill. M. Kopp replied that the Board asked
for the renoval of out-of-state licensing. He furthered
that the sponsor had been working with the association, and
he believed that the association was in support of the
| egi sl ati on.

Senator O son queried the position of the Al aska Medical
Association. M. Kopp responded that they were supportive
of the | egislation.

Senator O son asked for the position of the Al aska State
Medical Board. M. Kopp replied that they were either
neutral or in support, but not in opposition to the
| egi sl ati on.

9:31:17 AM

Senator O son wondered if there were conversations with the
rural providers to see how they view the |egislation.
Senator Dyson replied that he believed there was enthusiasm
fromthe rural comunities and rural nedical centers.

Senator (O son stressed that there were sone private
physicians that were treating patients. He queried the
position of these private providers. M. Kopp replied that
the sponsor had not received a position statenment from
t hose providers.
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Co-Chair Meyer remarked that the file did not contain many
position letters, so it was assunmed that nost people were
neutral on the |egislation.

Co- Chai r Meyer wondered if the Labor and Commerce
subconm ttee's concerns had been addressed. Senat or
Dunl eavy replied in the affirmative.

Co-Chair Meyer wondered if there was a new fiscal note
forthcomng. M. Kopp replied that there was a new fisca
note forthcom ng.

Co-Chair Meyer stressed that DOC had sone concerns, and
woul d perhaps coment on the fiscal note.

9:35:27 AM

LAURA BROCKS, HEATH CARE ADM NI STRATOR, DEPARTMENT COF
CORRECTI ONS, i ntroduced herself.

ROBERT LAWRENCE, DOCTOR, CH EF WMEDI CAL OFFI CER, DEPARTNMENT
OF CORRECTIONS, introduced hinself.

Ms. Brooks stated that DOC had worked with the sponsor on
sone of the language of the bill. She stated that DOC was
one of the first agencies to use telenedicine in order
provide inproved nedical services to inmtes across the
state. Psychiatrists began wusing telenedicine in 1998.
Telenedicine had allowed DOC to defer sone significant
costs that would have been incurred, if the facilities were
staffed. Telenedicine was an integral part of the DOC s
operations. The wording in the bill related to controlled
substances could inpact DOC in the area of psychiatry, for
the new inmates that had nental health crisis. The tele-
psychiatry allowed for safe and imediate intervention for
inmates experiencing a nental health crisis. She stated
that DOC was a 24-hour provider, so there was a 24-hour on-
cal | system so a physician was always avail able.
Prescribing controlled substances was common for those on-
call providers, because the vast majority of the highly
i ntoxi cated arrestees cone in after hours, and were at a
high risk for alcohol wthdrawal that could be Ilife-
t hreateni ng. She estinmated that approximtely 3000 of those
controlled substance prescriptions were witten annually,
just for that segnment of the inmate population. She
remarked that DOC did not have policy concerns with the
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| egi slation, but was concerned with the |anguage in order
to continue to provide the services to innates.

Dr. Lawrence stressed that there were different types of
telemedicine in the state. He explained that one type of
telenedicine was provider to provider conmunication, and
direct patient to provider comunication. Both of the forns
of telenedicine were approved by the State Mdical Board.
The legislation addressed a third type of telenedicine
where a patient was able to contact a nedical provider
directly, without the existence of a prior doctor/patient
relationship. He stressed that DOC wanted to ensure that
there was no negative inpact on the history of
t el emedi ci ne.

9:40: 54 AM

Co-Chair Meyer wondered if the legislation included the
anmended | anguage. Dr. Lawence replied that DOC was
currently working with the bill sponsor to draft |anguage

that accommopdates the forns of telenedicine that were
currently in practice.

Co-Chair Meyer wondered if there would be a fiscal inpact
to DOC in the forthcomng fiscal note. M. Brooks did not
antici pate any change to the fiscal note.

Senator O son expressed concern regarding the issue of
licensing nedical practitioners. He wanted to ensure that
the nedical providers were clearly following the law Dr.
Law ence replied that the | anguage was included in order to
ensure that the allowance was not naliciously used, wthout
the relationship already established. The FDA gave
di fferent | evel s of the prescription of controlled
substances, which restricted the prescription through
telenedicine regardless of state |aw allowance. The other
schedul ed nmedicines were just as equally problematic in the
small comunities, because of the potential for abuse.
Those restrictions nust be in place wthout a prior
doctor/patient relationship, to ensure that both parties
understand the use of the nedication.

Senator O son noted that a person agrees to send a copy of
medical records to their primary care provider, but
stressed that many rural residents did not have a primry
care provider. He wondered iif that was taken into
consi deration. Dr. Lawrence replied that DOC never faced
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that issue. He could not speak to how other physicians in
the state would respond to that.

Senator O son stressed that those people who did not have
any health care coverage or protection should not be at
risk of losing their |icenses. Dr. Lawr ence recognized
that there was a fear of telenedicine hanpering the
busi ness side of nmedicine in the state.

Co-Chair Meyer stated that the new |anguage would be
incorporated into a forthcom ng commttee substitute.

9:48: 41 AM

DAVE PONERS, DOCTOR, BRISTOL BAY HEALTH, DILLINGHAM (via
tel econference), addressed sonme concerns regarding the
| egislation. Wien he noved to Alaska in 1984, he worked in
Anchorage. At the tinme, he was told that each small village
had a nedical provider. He found that to be true when he
worked in each village. He felt that there was better
medical care in rural Alaska than there was in rura
Col orado and Idaho. He worked to get telenedicine, as it
currently stands, in 1998, which rapidly becane relied
upon. He felt that virtually no one was restricted fromthe
tel emedicine use. He stressed that the interaction wth
heal th aides was essential for telenedicine, so there were
no laws broken with regard to a patient's history and vital
signs. He remarked that the legislation nmade it seem |like
the practices were not already occurring. He felt that it
made the conmmon practices illegal

9:55: 30 AM

Co-Chair Meyer wondered if the State Medical Board was in
support of the bill. Dr. Powers responded that the
| egislation was intended for those in rural Al aska with no
access to health care. He stated that the current system
was in alnost every village in Al aska, and there were no
restrictions for the Natives to use that system

Senator O son wondered if the legislation defined the
boundaries nore clearly. Dr. Powers replied that the bil
did not clarify telemedicine, and only rai sed concerns.

Senator O son asked that Dr. Powers exam ne the forthcom ng
commttee substitute.
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Co-Chair Meyer felt that sonme concerns would be address in
the forth-com ng conmttee substitute.

HENRY PHI LLI PS, DOCTOR, TELADCC, NASHVI LLE (via
tel econference), addressed sone concerns regarding the
| egislation. He pointed out that the Medical Board took
action against sone physicians in his programto pull sone
|icenses. The board had announced that they were against
telehealth, at least in certain circunstances. There were
approximately 15 mllion Americans that were in telehealth
progranms, and would probably double in the next vyear.
Tel ehealth helped to solve a rural access issue. The
| egislation allowed for sonmeone to stay in their |ocation

and contact a physician that they do not have a previous
relationship with and not travel to that I|ocation. He
stated that 50 percent of telehealth occurred in rural
areas and the other 50 percent occurred in urban settings.
He stated that it was still difficult access your provider
in a tinmely manner. The legislation allowed for access to
telehealth to all Al askans.

10: 02: 33 AM

SHEELA TALLMAN, PREMERA BLUE CROSS BLUE SHI ELD, SEATTLE
(via teleconference), stated that she was available for
guesti ons.

Vi ce-Chair Fairclough wondered how the insurance would be
handled for a person who did not have a physica
appointment with a physician. M. Tallman replied that
tel enedi cine services were provided, and she was only aware
of it if a provider used a nodifier with a claimsubmtted.

Vi ce-Chair Fairclough asked if insurance conpanies covered
telenmedicine. M. Tallman responded that Premera covered
tel enedicine services, as long as the service is covered
under the policy.

RON HALE, HOSPI TAL  ADM NI STRATI ON, ALASKA PSYCH ATRI C
| NSTI TUTE, ANCHORAGE (via teleconference), i ntroduced
hi msel f.

Co- Chair Meyer CLOSED public testinony.

Senat or O son queried M. Hale's position on the
legislation. M. Hale replied that he could not provide an
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opi ni on, because he was a state enployee. He wanted to work
with the sponsor to enhance the | anguage of the bill.

Senator O son wondered if M. Hale had the |anguage of the
new conmttee substitute. M. Hale replied that he had not
seen the new commttee substitute.

SB 80 was HEARD and HELD in commttee for further
consi derati on.

10: 07: 12 AM
AT EASE

10: 08: 53 AM
RECONVENED

#scr 16
SENATE CONCURRENT RESOLUTI ON NO. 16

Requesting the Governor to investigate and report to
the legislature regarding the devel opnent of a |arge
coal power plant and associated electric grid to
provi de energy to residents of the state.

10: 09: 20 AM

Co-Chair Kelly explained SCR 16. He felt that the energy
portfolio in Alaska was not diversified. He remarked that
Al aska coul d provide the need for coal in the world for 100
years. 16 requests the Governor investigate the devel opnent
of a large coal power plant and associated electric grid
and to evaluate the costs and benefits of coal-generated
energy wth respect to other energy sources. Today, it is
unfashionable to talk about our nobst abundant energy
source, Coal. Al aska has enough coal to provide for
peopl es’ needs for hundreds of years. It is a plentiful and
i nexpensi ve source of energy. Coal power plants are nore
efficient than ever. Sone proposed and experinental plants
even renove carbon dioxide. Coal is far nore abundant
globally than either oil or natural gas. Fashions change,
but if we fail to have this conversation today, we wll
have failed to keep this option open for future generations
of Alaskans. This is that day, and we need to advance the
conversation on coal today so it remains in our vernacular
for tonmorrow. Yes, coal requires mning, and there are
i ndividuals and corporate entities that attack any effort
to disturb the earth so as to provide for nmankind. They
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are part of the conversation, but often shout too |oudly
about issues of possible relevance outside, that do not
apply to Alaska’s coal. Coal can be used to heat hones, it
can power communities. Al aska has 40 percent nore coal than
the Lower 48. Al askan coal is ultra-low sulfur fuel wthout
concentrations of trace elenents considered harnful and is
the cleanest not only in the United States, but perhaps the
world. It is the ideal fuel, wth the best chance of
attaining the mndates of the 1990 Cdean Ar Act
anendnents. Coal is not just our past, but is also part of
our future. W have the ability to secure Al aska's energy
i ndependence with a resource that is abundant in our state.
SCR 16 wll help keep coal in our consciousness as a
solution to our energy needs. He felt that the current
fiscal note did not provide an accurate reflect the
| egislation's intent.

10: 16: 30 AM

CARLY W ER, SELF, ANCHORAGE (via teleconference), testified
agai nst SCR 16. She felt that it was irresponsible to build
a power plant without regard to the federal permts or
restrictions. She stressed that there were nore effective
ways to enbark on a dialog or nmake a point to the federa
government than wasting $75,000 or nore to determine the
cost of a legal battle with the federal governnment on a
study for a coal plant that could not be built wthout
nmeeting federal regulations, and would not even address the
needs of Alaska's snmall and diverse rural popul ations. Coa
was the dirtiest available fuel, and stressed that Al aska
had many other options. She stressed that it was not
"fashion" that forced people to stop using lead in dishes
or mercury to make hats, but rather a new understandi ng and
rati onal decision nmeking that changed the way humans used
resources. She stressed that the global nmarkets were
denonstrating the new understandi ng of the dangers of coal.

LORALI S| MON, US| BELI COAL M NE, HEALY (via
tel econference), testified in support of SCR 16. She felt
that the legislature nust consider the inplications of all
the different energy resources, and she stressed that coal
had provided reliable and affordable energy to Al aska for
100 years. She stated that coal had would continue to be an
i nportant aspect of Al aska's energy.

Co- Chair Meyer CLOSED public testinony.
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SCR 16 was HEARD and HELD in commttee for further
consi derati on.

#hb23
2d CS FOR HOUSE BI LL NO. 23(RLS)

"An Act creating the Knik Crossing Devel opnent
Corporation as a subsidiary corporation of the Al aska
Housi ng Finance Corporation and relating to bonds of
t he Kni k Crossing Devel opment Corporation.”

10: 25: 32 AM

REPRESENTATI VE MARK NEUVAN, outlined the basics of the
| egislation. He explained that House Bill 23 anends the
Knik Arm Bridge and Toll Authority’s enabling statute to
provide for a successful procurenent for the Knik Arm
Crossing project and to generate the best value for the
state. Passing this legislation this session is inportant
to seeing the Knik Arm Crossing efficiently nove toward a
successful and | ow cost procurenent process and facilitate
being open for traffic in 2015. The Knik Arm Crossing wll
be a significant addition to Alaska' s infrastructure that
will further facilitate the novenent of goods and people in
the state. This bill was witten in consultation with the
Knik Arm Bridge and Toll Authority (KABATA), which was
established in 2003 by the Alaska Legislature. The bill
acconpl i shes many itens KABATA has deened necessary to have
a successful public-private partnership procurenment. Those
itens are:

| ncrease in KABATA's Bonding Authority from $500 mllion
to $600 million

e The $600 mllion nunber represents the sane anount
authorized under Private Activity Bond (PABs)
al  ocation from FHMA

e Lowers the cost of capital for the project and
ultimately | owers the cost to end users

e Private partner is the borrower of any PABs issued.

Clarify that the bridge and associated facilities are
exenpt fromstate and | ocal property taxes
* Like any other transportation project in our State,
the roads and bridges are not subject to property
t axation.
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e Any private facilities developed outside the
crossing wll be taxable

e Property tax exenption reduces the availability
paynent and reduces the tol

Contractual Monetary Obligations

e ldentifies the *obligations of the State of Al aska*
under a P3 process

 The legislative |anguage applies to “nonetary
l[iabilities” which may be incurred by KABATA under a
P3 process

* Any P3 agreenent needs to be approved by the KABATA
Board of Directors, State AG s office, and ADOT&PF

e Serves to lower the cost of debt and equity to
fi nance the project

* Keeps the tolls affordable to the traveling public

Project reserve

e Creation of a reserve fund is to provide a backstop
for toll revenue fluctuations.

e Serves to enhance the credit worthiness of the
proj ect and reduce project costs

e WII be repaid over the project life

Vice-Chair Neunman stated that A the above |[|anguage
clarifications and additions serve to l|lower the cost of
capital on this nuch needed infrastructure project and
deliver the benefits in a tinely and efficient manner.

10: 33: 06 AM

Co-Chair Kelly MOVED to ADOPT the commttee substitute for
SCS 2d CS HB 23 (FIN), work draft 28-LS014\R (Martin,
2/ 13/ 14). There being NO OBJECTIQON, it was so ordered.

SUZANNE ARMSTRONG, STAFF, SENATOR KEVIN MEYER, expl ai ned
the changes in the CS. She referred the explanation of
changes (copy on file):

Section 1: Amends AS 19.75.021 Establishnent of the
Aut hority (KABATA)

Amrends existing law to prevent the dissolution of
KABATA until bonds issued by the State are satisfi ed.

Section 2: Amends AS 19.75.111 Powers and Duties of
Aut hority (KABATA)
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Amends existing law to allow KABATA to enter into an
agreenent with the State to pledge residual tol
revenues to pay debt service incurred by the State.

Section 3: Amends AS 19.75.211 Bonds of the Authority

( KABATA)
Amends existing law to require the State Bond
Commttee to evaluate whether toll revenues are

adequate for paynent of the principal and interest on
bonds issued by the State before KABATA may issue
additional toll revenue bonds.

Section 4: Amends AS 19.75.221 Trust |Indentures and
Trust Agreenents; Funds and Reserves (KABATA)

Amends existing law to require that if KABATA issues
bonds in addition to the toll revenue bonds issued by
the State, KABATA's trust agreenent would require the
authority to agree to keep tolls at a |evel sufficient
to cover any prior toll revenue pledges mnade to
support previously issued State toll revenue bonds.

Section 5: Anends AS 19.75.231 Validity of Pledge
Amends existing law to express the Legislature’s
intent that a toll revenue pledge made by KABATA to
support bonds issued by the State is valid and shall
give rise to a lien against toll revenues.

Section 6: Establishes the Framework for |ssuance of
Tol |l Revenue Bonds for a Toll Bridge

AS 37.15.225 — Bond Aut hori zation

Net proceeds of the sale of bonds remaining after
paynent of costs of issuance and after deposit to the
Bond Reserve Fund, shall be transferred to the Knik
Arm Bridge & Toll Authority. The net proceeds may be
held by a trustee to be disbursed to pay the costs of
a toll bridge, as set out in a trust agreenent.

Accrued interest paid on the bonds shall be deposited
into the Bond Redenption Fund.

Prior to the issuance of bonds, the State Bond
Commttee will notify the Legislature.

AS 37.15.230 — Provides for a Toll Bridge Revenue Bond
Limt

The total unpaid principal anount of revenue bonds may
not exceed $300, 000, 000.
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AS 37.15. 235 Establishes a Toll Bridge Revenue Fund
Revenue received by the State, by contract with the
authority, from the ownership or operation of the toll
bridge and facilities, shall be deposited in this
f und.

Contracts or other agreenents with the authority may
establish priorities for the paynent of operations and
mai nt enance costs and for the paynent of other
obligations (including debt obligations  of t he
authority), prior to paynents to be mnmade by the
authority to the State for deposit into this fund.

Revenue in the fund may be used only for:
1. Pay or secure paynent of the principal of and
i nterest on bonds;
2. Redeem bonds before the fixed maturity date
and
3. Subject to appropriation by the Legislature,
for any other purpose for which federal funds may
be obligated by the State wunder 23 US.C
129(a) (3).

AS 37.15.240 Establishes the Toll Bridge Revenue Bond
Redenpti on Fund

A trust fund for paying and securing the paynent of
the principal and interest on the bonds authorized
under AS 37.15.225 - 37.15.285 is created. There is no
[imtation on the source of funds that nmy be
deposited into the fund, only that funds in this
account are to be used to pay principal and interest
on bonds issued under AS 37.15.225 — 37.15. 285.

AS 37.15. 245 Est ablishes Bond Terns

Provides discretion for the state bond commttee to
determne the manner, anmount, timng, and maturity
date for the issuance of bonds under AS 37.15.225 -
37.15.285. Interest rates may be fixed or vari abl e.
Requires the state bond commttee to consider the best
interests of the State when setting the terns of bond
issuance and requires the final bond terns be
expressed through a resolution of the bond commttee.

AS 37.15. 250 Bond Resol ution

Provides that the bond commttee shall authorize the
i ssuance of the bonds by adopting a resolution. The
resol ution may fix t he pri nci pal anount ,
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denom nations, date, maturities, manner of sale, place
or places of paynent, terns, form conditions and
covenants of the bonds.

AS 37.15. 255 Bond Reserve Fund
The resolution authorizing the issuance of bonds, may
provide for the establishnent and nmintenance of a

special fund - The Toll Bridge Revenue Bond Reserve
Fund.
The fund will consist of:

1. Al proceeds of the bonds required to be
deposited into the fund by terns of the bond
resolution or a trust agreenent;

2. An anount equal to the required debt service
reserve, as determned by the Conm ssioner of
Revenue; and

3. Appropriations approved by the Legislature.
Money in the fund will be applied solely to the
paynment of the interest and principal on bonds
authorized and issued wunder AS 37.15.225 -
37.15. 285.

Money in the reserve fund, excess of what is required
for the debt service reserve, nmay be w thdrawn or may
be transferred to the bond redenption fund.

Bonds nmay not be issued under a trust agreenent,
i ndenture, or bond resolution unless the required debt
service reserve for the bonds is in the reserve fund.

If the funds in the fund fall below the required debt
service reserve anount, as determined by bond
conm ttee, the Comm ssioner of Revenue will notify the
Governor and the Legislature of the anmount of funds
necessary to restore the account to an anount
sufficient to neet the required debt service. The
Legislature then has the discretion of appropriating
funds to replenish the fund to an anount equal to the
requi red debt service reserve.

AS 37.15. 260 Enforcenent by Bond Omner

Provides that bondholders, or their trustees, my
enforce their rights (transfer, set aside, paynment of
nmoney, and the enforcenent of all ternms, conditions

and covenants) in superior court.

AS 37.15. 265 Anmounts Required for Paynents
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Starting with the year in which bonds are issued, the
bond committee will certify to the Conmm ssioners of
Revenue and Adm nistration, the anount, required for
the next tw fiscal years, to be paid from tol
revenues or other state appropriations to:

1. The Bond Redenption Fund - to pay the
princi pal and interest
2. The Bond Reserve Fund - to maintain the

requi red debt service reserve

AS 37.15. 270 Refundi ng

Provides the bond comrittee with the authority to
refund parts or all of the bonds at or before the
maturity  or redenption date, i f ref undi ng IS
advant ageous to or in the best interest of the State.
All of the provisions that relate to the issuance of
bonds under AS 37.15.225 — 37.15.285 are applicable to
t he refundi ng bonds.

AS 37.15.275 Bonds as Legal I|nvestnents

Provides that the bonds are legally enforceable
securities that can be purchased by individual and
institutional investors.

AS 37.15.285 Definitions

Section 7: Effective Date d ause
Provides for a July 1, 2014 effective date.

10: 41: 52 AM

Senator Hoffman | ooked at Section 3, and noticed that the
bond commttee was assigned to evaluate whether the tota
revenues were adequate to pay for the principal and
interest on the bonds, and if not would issue additional
toll revenues. He then | ooked at page 2 regarding the bond
reserve fund, and there was a provision for appropriation
by t he | egi sl ature. He wonder ed why | egi sl ation
appropriation was necessary, if in fact Section 3 addressed
that issue with a toll adjustnment. M. Arnstrong replied
that there were discussions regarding nmaintaining the
authority's ability to issue bonds itself, especially if
the legislature decided that it was the appropriating
direction, so the obligations of the authority needed to
address the operations, maintenance, and the state's issued
debt that the bill proposed. She stressed that the
| egi sl ature shoul d seriously exam ne that provision.
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Senator Hoffrman felt that it was the main concern, because
the state would maintain the obligation. He felt that the
toll would adequately fund the construction. He did not
thing that there would be support, if the state had to
cover the cost of construction.

Senator O son stressed that there were very substantial
financial requirements and burdens that the state was
currently addressing. He asked for an update regarding the
Transportation Infrastructure Finance and Innovation Act
(TIFIA) loans. Co-Chair Meyer replied that M. Arnstrong
was not capable of answering that question. Senator O son
agreed to receive a response at a |ater date.

Co-Chair Meyer remarked that the funding of the project had
three conponents: 1) one-third was TIVIA bonds; 2) one-
third in revenue bonds; 3) and one-third federal highway
recei pts. The funding would have very little anticipated
gener al fund noney. Ms. Arnstrong agreed wth that
sunmat i on.

2d CSHB 23(RLS) was HEARD and HELD in committee for further
consi der ati on.

#
ADJ OURNVENT
10: 47: 55 AM

The neeting was adjourned at 10:47 a. m
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