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M e m b e rs  o f  th e  L e g is la t iv e  B u d g e t 

and A u d it  C o m m itte e :

In  accordance w ith  th e  p ro v is io n s  o f  T it le  2 4  o f  the A la s k a  Statutes, the attached report is 

s u b m itted  fo r  y o u r  re v ie w .

D E P A R T M E N T  O F  T R A N S P O R T A T IO N  A N D  P U B L IC  F A C IL IT IE S  

K N I K  A R M  B R ID G E  A N D  T O L L  A U T H O R I T Y  

K N I K  A R M  C R O S S IN G  P R O J E C T

M a rc h  7 , 2 0 1 3

A u d it  C o n tro l N u m b e r  

2 5 -3 0 0 6 8 -1 3

T h is  p e rfo rm a n c e  au d it eva luates  the K n ik  A n n  B rid g e  and T o ll A u th o r ity  ac tiv ities  related  

to  the K n ik  A n n  C ro ss in g  P ro jec t d e v e lo p m e n t, fin an c in g , and p ro jec tio n s  o f  tra ff ic  and to ll 
revenues.

T h e  audit w as co nducted  in  accordance w ith  g e n e ra lly  accepted g o vern m en t au d iting  

standards. T h o se  standards re q u ire  that w e  p lan  and p e rfo rm  the  au d it to obta in  su ffic ien t, 
a p p ro p ria te  e v id e n c e  to  p ro v id e  a reaso n ab le  basis fo r our fin d in g s  and conclusions based on 

o u r au d it o b jec tives . W e  b e lie v e  that the  e v id e n c e  obta ined  p ro v id es  a reasonable  basis fo r  

o u r fin d in g s  and conclus ions based on o ur au d it ob jectives. F ie ld w o rk  procedures u tiliz e d  in  

the  course o f  d e v e lo p in g  the fin d in g s  and reco m m en d ation s  p resented  in this report are 

discussed in  the  O b je c tiv e s , S cope, and M e th o d o lo g y .

K ris  C u rtis , C P A , C IS A  

L e g is la t iv e  A u d ito r
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Q B J E C T IV E S ,  S C O P E . A N D  M E T H O D O L O G Y

In  accordance w ith  T it le  2 4  o f  the A la s k a  Statutes and a specia l request b y  the L e g is la tiv e  

B u d g e t and A u d it  C o m m itte e , w e  have  conducted  a p erfo rm an ce  au d it o f  the K n ik  A rm  

B rid g e  and T o l l  A u th o r ity  ( K A B A T A ) ,  K n ik  A rm  C ross ing  (K A C )  P ro jec t.

O b je c tiv e s

T h e  o b jec tives  o f  th is  au d it w e re  to:

1. P ro v id e  a h is to ric a l su m m ary  o f  m a jo r  K A C  P ro jec t m ilestones;
2 . Id e n t ify  s ig n if ic a n t changes to the  p ro je c t scope;
3. E v a lu a te  the ad equ acy  o f  p u b lic  p a rtic ip a tio n ;

4. P ro v id e  a d e ta ile d  su m m a ry , b y  source, o f  K A C  au th orized , expended , and re m a in in g  

funds, in c lu d in g  the  le v e l o f  fu n d in g  necessary to  co m p le te  the pro ject;

5. A s c e rta in  the reasonableness o f  K A C  to ll and revenue p ro jec tio ns  and the K A C  

p ro jec ted  fin a n c ia l p lan  (f in a n c ia l p la n );

6 . E v a lu a te  the K A C  p riv a te -p u b lic -p a rtn e rs h ip  (P 3 ) agreem ent; and
7. O u tlin e  the b a la n c e  o f  risks and rew ard s  b e tw een  p u b lic  and p riv a te  p a rtn e r entities  

o u tlin e d  in  th e  P3 agreem ent.

Scope

T h is  au d it rep o rt is on K A B A T A  ac tiv ities  re la ted  to the K A C  P ro je c t’ s F Y  03 th rough  

D e c e m b e r 2 0 1 2  d e v e lo p m e n t, f in a n c in g , and tra ff ic  and to ll revenue p ro jections .

Scope L im ita tio n

T h e  risks and rew ard s  in  to ta lity  as o u tlin e d  in  th e  P3 ag reem ent co u ld  n o t be eva luated  

because the ag reem en t has n o t been fin a liz e d  and is subject to  fu rth e r changes. O u r  

ev a lu a tio n  o f  the a g reem en t w as lim ite d  to  the  genera l ag reem ent structure d e fin e d  b y  

K A B A T A ’ s g o v e rn in g  board .

M e th o d o lo g y

T o  address the  au d it o b je c tiv e s , w e:

•  R e v ie w e d  K A B A T A ’ s statutes, reg u la tio ns , and b y -la w s  as w e l l  as the proposed  

le g is la tio n  in tro d u c e d  to  the 2 7 th L e g is la tu re  to  understand  K A B A T A ’ s pow ers, 
duties , and resp o ns ib ilities .

•  R esearched  fe d e ra l law s , reg u la tio ns , and notices re la ted  to  co nstructing  and  

fin a n c in g  h ig h w a y  p ro jects  to g a in  an u nd ers tand ing  o f  the fe d e ra l-a id  h igh w ays
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p ro g ra m , the National Environmental Policy Act, and  the National H istoric  
Preservation Act.

•  In te rv ie w e d  m a n a g e m e n t an d /o r s ta f f  fro m  K A B A T A ,  the  F e d e ra l H ig h w a y  

A d m in is tra tio n  ( F H W A )  A la s k a , th e  D e p a rtm e n t o f  T ran sp o rta tio n  and P u b lic  

F a c ilit ie s  (D O T P F ) ,  the  U n iv e rs ity  o f  A la s k a ’ s In s titu te  o f  S o c ia l and  E c o n o m ic  

R esearch  ( IS E R ) ,  and the M a ta n u s k a -S u s itn a  B o ro u g h  to  o b ta in  in fo rm a tio n  

re g a rd in g  the  K A C  P ro jec t.

•  A n a ly z e d  p e rtin e n t K A B A T A  docum ents to id e n tify  k e y  p ro je c t m ilestones, 
s ig n ific a n t p ro je c t changes, and to  d e term in e  the ex ten t o f  p u b lic  p a rtic ip a tio n  in  the  

p ro je c t, in c lu d in g  b u t n o t lim ite d  to:

o  Knik Arm Crossing Scoping Summary Report: Comments, Issues, and 
Alternatives (N o v e m b e r  2 0 0 5 ).

o  Knik Arm Crossing Draft Environmental Impact Statement and Draft Section 4(f) 
Evaluation (A u g u s t 2 0 0 6 ).

o  Knik Arm Crossing Final Environmental Impact Statement and Final Section 4(f)
Evaluation (D e c e m b e r 2 0 0 7 ).

o  Record o f Decision Knik Arm Crossing Project (D e c e m b e r 2 0 1 0 ).

o  T h e  U n ite d  States A rm y  C orps o f  E n g in e e rs ’ Hydrodynamic Simulations and
Sediment Transport Potential Analysis o f the Knik Arm Crossing Causeway 
Design Alternatives (D u n can  B . B ry a n t et a l., N o v e m b e r  2 0 1 1 ).

o  K A B A T A  lo an  requests u n d er the Transportation Infrastructure Finance and
Innovation Act su b m itted  to the  F H W A .

•  E x a m in e d  K A B A T A ’ s S eptem b er 2 0 0 3  th ro u gh  F e b ru a ry  2 0 1 2  board  m ee tin g
m inu tes  to understand  b oard  actions. T es ted  o n lin e  p u b lic  notices fo r  the 19 board
m eetin gs  h e ld  d u rin g  ca len d ar years 2 0 0 9  th ro u gh  2 0 1 1  to  d e te rm in e  w h e th e r notices  

w e re  in  accordance w ith  State law s  and regu la tions .

•  E x a m in e d  requests fo r  proposals issued b y  K A B A T A  m an ag em en t fo r  m a jo r
contracts (g re a te r than  $ 5 0 0 ,0 0 0 )  d u rin g  F Y  04  th ro u gh  D e c e m b e r 2 0 1 2  to d e te rm in e  

w h e th e r p u b lic  notices w e re  p u b lish ed  in  accordance w ith  the State Procurement A ct}

•  G en era ted  acco un tin g  reports , us ing  the state acco un tin g  system , to  d e te rm in e  F Y  03

th ro u gh  F Y  12 K A C  P ro je c t expend itu res  and fu n d in g . T h e  am ounts w e re  traced to

'A laska S tatute 3 6 .3 0 .1 3 0 .
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K A B A T A ’ s fin a n c ia l records and agreed  to  its au d ited  fin a n c ia l statem ents. T h e  

fu n d in g  sources w e re  id e n tifie d  th ro u gh  a n a ly z in g  state and fe d e ra l appropria tions .

•  Assessed th e  co n tro l procedures re la ted  to  p u b lic  n o tifica tion s .

•  A n a ly z e d  K A B A T A  contractors ’ studies and docum ents to  d e te rm in e  the
reasonableness o f  tra ff ic  and to ll reven u e  p ro jections . T h e  studies and docum ents  

in c lu d e d , b u t w e re  n o t lim ite d  to  the:

o  IS E R  Memorandum on the Economic and Demographic Impacts of a Knik Arm 
Bridge (S c o tt G o ld s m ith , S ep tem b er 2 0 0 5 );

o  Knik Arm Bridge Preliminary Traffic and Toll Revenue Study (W i lb u r  S m ith  

A ssoc ia tes , N o v e m b e r 2 0 0 5 );

o  Knik Arm Toll Bridge Anchorage Alaska MSA Traffic and Toll Revenue
Investment Grade Study, Independent Economic Overview and Development 
Forecast ( In s ig h t R esearch C o rp o ra tio n , M a y  2 0 0 7 );

o  Knik Arm Toll Bridge Stated Preference Travel Survey (R eso urce  System s
G ro u p , In c . p repared  fo r W ilb u r  S m ith  A ssociates, June 2 0 0 7 );

o L e tte r  to  K A B A T A ’s d ep u ty  e x e c u tiv e  d ire c to r concern ing  the “ K n ik  Arm
Bridge  -  Toll Sensitivity Analysis'1' (W ilb u r  S m ith  A ssociates, Ju ly  2 0 0 7 );

o  Technical Memorandum, Proposed Knik Arm Bridge Origin and Destination
Study (W ilb u r  S m ith  A ssociates, A u g u s t 2 0 0 7 );

o  Proposed Knik Arm Bridge Final Traffic and Toll Revenue Forecast (W ilb u r
S m ith  A ssociates, S eptem ber 2 0 0 7 );

o L e tte r  to  K A B A T A ’ s d epu ty  e x e c u tiv e  d ire c to r concern ing  the “Knik Arm
Bridge -  Toll Revenue Assurance Discussion" (W ilb u r  S m ith  A ssociates, 
S ep te m b e r 2 0 0 7 );

o Proposed Knik Arm Crossing Traffic and Toll Revenue Study Update (W ilb u r
S m ith  A ssocia tes , A ugust 2 0 1 1 );

o Updated Projection of the Travel, Fuel Use, and Carbon Dioxide (C02) Emission
Impacts of Trips Directly Affected by the Construction of the Knik Arm Crossing 
Project (W i lb u r  S m ith  A ssocia tes , O c to b e r 2 0 1 1 );
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o  M e m o ra n d u m  to K A B A T A ’ s c h ie f  fin a n c ia l o ff ic e r  concern in g  the “D ra ft
Simplified Documentation o f Traffic and Revenue Analyses fo r  KABATA”  
( C D M  S m ith ,2 M a y  2 0 1 2 );  and

o  M e m o ra n d u m  to K A B A T A ’ s c h ie f  fin a n c ia l o ff ic e r  co ncern ing  the “ Traffic
and Revenue Update Assuming Year 2017 Opening fo r  the Proposed Kn ik Arm  
Crossing,, ( C D M  S m ith , A u g u s t 2 0 1 2 ).

•  R e v ie w e d  state, re g io n a l, and  b orough  p lan n in g  docum ents as a basis fo r  co m p arin g  

the K A C  transp o rta tio n  m o d e l data  and assum ptions. T h e  re v ie w e d  docum ents  

in c lu d e d  the:

o  D O T P F  Statewide Transportation Improvement Plans fo r  2 0 0 6 -2 0 0 8 , 2 0 0 6 -

2 0 0 9 , 2 0 1 0 -2 0 1 3 , and 2 0 1 2 -2 0 1 5 ;

o 2035 Metropolitan Transportation Plan (A n c h o ra g e  M e tro p o lita n  T ra n s p o rta tio n

S o lu tio n s , M a y  2 0 1 2 );

o 2012 Density Study Overview, M a y  2 0 1 2  and the Port MacKenzie Master Plan
Update (M a ta n u s k a -S u s itn a  B o ro u g h , F e b ru a ry  2 0 1 1 );  and

o  M a ta n u s k a -S u s itn a  B o ro u g h  transporta tion  m o d e l update d ata  p ro v id e d  b y

D O T P F .

A  consu ltan t w as h ire d  b y  the  D iv is io n  o f  L e g is la t iv e  A u d it  to  h e lp  ascertain  the
reasonableness o f  the K A C  P ro je c t tra ff ic  and  to ll revenues. T h e  consultant w as p ro v id e d  the

studies and docum ents  lis ted  above and had access to  the  docum ents a v a ila b le  on
K A B A T A ’ s w eb s ite . T h e  co n s u lta n t’ s e v a lu a tio n  also inc luded :

•  In te rv ie w in g  the sen io r p ro je c t m an ag er at C D M  S m ith , the c o m p a n y  that m o d e led  

and  d eve lo p ed  the K A C  P ro jec t tra ff ic  and to ll revenue p ro jections .

•  P ro v id in g  C D M  S m ith  w ith  w r itte n  fo llo w -u p  questions fo r  areas that needed  

c la r ific a tio n . T h e  C D M  S m ith  sen io r p ro jec t m an ag er responded to  the questions in  

w r it in g .3

•  A n a ly z in g  an E x c e l spreadsheet p ro v id e d  b y  C D M  S m ith  that co n ta in ed  the p ro jec ted  

data fo r  e m p lo y m e n t, households, and p o p u la tio n  b y  tra ff ic  area zones w ith in  the  

study area fo r  the years  2 0 2 0 , 2 0 2 5 , 2 0 3 0 , and 2 0 3 5 .

•  R e v ie w in g  the  fo llo w in g  a d d itio n a l reports and data:

2In 2 0 1 1 , W ilbur Sm ith A ssociates w as acquired b y  C D M  Sm ith.

JA  m em orandum  co ncerning  “ Answers to Issues fo r  C larification” (C D M  Sm ith, O ctober 18, 2 0 1 2 ).
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o  IS E R ’ s Economic and Demographic Projections for Alaska and Greater
Anchorage 2010 -  2035 (S c o tt G o ld s m ith , D e c e m b e r 2 0 0 9 );

o  D O T P F ’ s C e n tra l R e g io n  Annual Traffic Volume Report (2 0 1 1 ) ;

o  U .S . Census B u re a u ’ s 2010 Census; and

o  K A B A T A ’ s A u g u s t 2 0 1 2  and D e c e m b e r 2 0 1 2  K A C  fin a n c ia l plans.

T h e  m o st recent, D e c e m b e r 2 0 1 2  K A C  fin a n c ia l p la n  w as eva lu a ted  fo r reasonableness and  

to  d e te rm in e  the le v e l o f  fu n d in g  necessary to  co m p le te  the p ro jec t. T h e  eva lu a tio n  also
in c lu d e d  e x a m in in g  the p roposed  schedule o f  fu n d in g  sources and uses in  the fin a n c ia l p lan
as w e ll as the schedules o f  p ro jected  cash flo w s  for: K A B A T A ,  the p riv a te  p a rtn e r u n d e r a 

P3 ag reem en t, and th e  p roposed  State R eserve  Fund .

T o  u nd erstand  the use o f  p u b lic -p riv a te  partnersh ips fo r  d e liv e ry  o f  transporta tion  

in fras tru c tu re  p ro jec ts , w e  rev ie w e d :

•  P u b lic a tio n s  and  in fo rm a tio n  on the  F ed era l H ig h w a y  A d m in is tra tio n , In n o v a tiv e  

P ro g ra m  D e liv e ry  w eb s ite , in c lu d in g  the:

o Public-Private Partnership Concessions for Highway Projects: A Primer.

o Financial Structuring and Assessment for Public-Private Partnerships: A Primer.

o Risk Assessment for Public-Private Partnerships: A Primer.

o Value for Money Assessment for Public-Private Partnerships: A Primer.

o In fo rm a tio n  concern ing  the  fe d e ra l fin a n c in g  p rogram s: the Transportation
Infrastructure Finance and Innovation Act loan p ro gram ; the  Transportation
Investment Generating Economic Recovery Act d isc re tio n ary  grant p rogram ;

and ta x -e x e m p t p riv a te  a c tiv ity  bonds.

•  T h e  N a tio n a l C o n fe re n c e  o f  S tate L eg is la tu res  p u b lica tio n , Public-Private Partnerships 
for Transportation, A Toolkit for Legislators.
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Q R G A N I Z A T I O N  A N D  F U N C T I O ^ J

In  2 0 0 3 , the  A la s k a  S tate L eg is la tu re  established the K n ik  A r m  B rid g e  and  T o l l  A u th o r ity  

( K A B A T A )  as a p u b lic  c o rp o ra tio n  and an in s tru m e n ta lity  o f  the S tate o f  A la s k a  w ith in  the  

D e p a rtm e n t o f  T ra n s p o rta tio n  and P ub lic  F a c ilitie s  (D O T P F ) .  K A B A T A  has a separate and  

in d ep en d en t leg a l ex istence fro m  the State. A la s k a  S tatute 1 9 .7 5 .0 1 1  states K A B A T A ’ s 

purpose is:

To develop, stimulate, and advance the economic welfare o f  the state and 
fu rth e r the development o f  public transportation systems in the vicinity o f  the 
Upper Cook In let with construction o f  a bridge to span Kn ik Arm and connect 
the M unicipality o f  Anchorage and the Matanuska-Susitna Borough.

In  fu rth e ran ce  o f  th is  purpose, K A B A T A  has the au th o rity  to o w n , acq u ire , construct, 

d e v e lo p , create, reconstruct, eq u ip , operate, m a in ta in , extend , and im p ro v e  the K n ik  A r m  

B rid g e  and  its a d jo in in g  fa c ilit ie s . A d d it io n a lly , K A B A T A  m a y  en ter in to  partnersh ips or 

contracts  w ith  p riv a te  en tities  fo r the fin a n c in g , design , construction , m ain tenance, 
im p ro v e m e n t, o r o pera tio n  o f  its fa c ilitie s , p roperties , o r pro jects.

A s  sh o w n  in  E x h ib it  1, K A B A T A  is g overned  

b y  a s e v e n -m e m b e r b oard  o f  d irectors , 
co nsis ting  of: D O T P F  and the D e p a rtm e n t o f  

R e v e n u e  ( D O R )  co m m iss io n ers , three p u b lic  

m e m b e rs  ap po in ted  b y  the g o vern o r, and tw o  

n o n -v o tin g  m em bers  (a  rep resen ta tive  appo inted  

b y  the speaker o f  the house and a senator 

a p p o in ted  b y  the p res iden t o f  the  senate). O f  the 

th ree  p u b lic  m em bers , one m u st be a res ident o f  

the M a ta n u s k a -S u s itn a  B o ro u g h  w ith  

k n o w le d g e  o f  lo ca l transp o rta tio n  issues, 
a n o th er a res ident o f  the  M u n ic ip a l ity  o f  

A n c h o ra g e  w ith  k n o w le d g e  o f  loca l 

tran sp o rta tio n  issues and the th ird  m ust be a 

res iden t o f  the State.

K A B A T A  has seven f i l le d  positions: an
e x e c u tiv e  d irec to r; a d epu ty  e x ecu tive  d irec to r  

fo r  p ro je c t d eve lo p m en t; a c h ie f  fin a n c ia l 

o ffic e r; a g o v e rn m e n t and  p u b lic  a ffa irs  

m an ag er; a lia iso n  o ffic e r; an a d m in is tra tiv e  m anager; and  an o ffic e  assistant.

K A B A T A ’ s F Y  13 $ 1 .4  m ill io n  opera tin g  budget is fu n ded  w ith  fed era l and state genera l 
funds.

E x h ib i t  1

Knik Arm Bridge and Toll Authority 
Board Members as of 

January 31, 2013

M ichael L. F o s te r  P .E .
Chairman and Public M ember

D av e  H a u g e n  
Public M ember

J a n e t  K incaid 
Public Member

P a tr ick  J . K em p, P .E .
DOTPF Commissioner

A n g e la  R odell 
DOR Designee

R e p re s e n ta tiv e  M ark N eu m an  
State House of R epresentatives Designee

V a c a n t 
State Senate Designee
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J Z )  A C K G R O I J N D  I N F O R M A T T O ^ J

T h e  K n ik  A r m  B rid g e  and T o l l  A u th o r ity ’ s ( K A B A T A )  b rid g e  p ro je c t is k n o w n  as the K n ik  

A r m  C ro ss in g  ( K A C )  P ro jec t. T h e  K A C  includes a 9 ,2 0 0  fo o t to ll b rid g e  and a p p ro x im a te ly  

18 m ile s  o f  tw o -to -fo u r-la n e  approaches, connector roads, associated fa c ilit ie s , and an 

a p p ro x im a te ly  8 0 0 -fo o t, c u t-a n d -c o v e r  tu n ne l th rough  A n c h o ra g e ’ s G o v e rn m e n t H i l l  
c o m m u n ity .

T h e  K A C  is exp ected  to  be constructed  in  tw o  phases to  a llo w  fo r increased  cap ac ity  as 

tra ff ic  v o lu m e  g ro w s. Phase I  inc ludes a tw o -la n e  approach ro ad  on each end o f  the b rid g e  

w ith  a s ix -la n e , c u t-a n d -c o v e r tu n n e l th ro u gh  G o v e rn m e n t H i l l  and a 9 ,2 0 0  fo o t b rid g e  

structure . T h e  Phase I  b rid g e  structure w i l l  have  a fo u r-la n e  fo u nd a tio n  b u t o n ly  a tw o -la n e  

b u ild  out. Phase I I  w i l l  be c o m p le ted  in c re m e n ta lly . B y  2 0 3 0 , K A B A T A  estim ates that 
tra ff ic  g ro w th  w i l l  w a rra n t the  co m p le tio n  o f  Phase I I  expansion  th a t w id en s  th e  b rid g e  and  

the approaches to  fo u r lanes.

B e lo w  is a co ncep tu a l re n d e rin g  o f  the K A C  P ro jec t p ro v id e d  b y  K A B A T A .

Source: KABATA
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Summary o f KAC planning and development

K A B A T A  has fo llo w e d  the standard  h ig h w a y  construction  p ro je c t p la n n in g  process w h ic h  

consists o f  p la n n in g , p ro je c t d eve lo p m en t, and r ig h t-o f -w a y  acq u is itio n . T h e  purpose and  

n eed  fo r  a b rid g e  w as id e n tif ie d  as part o f  p lan n in g . P ro je c t d eve lo p m en t in c lu d e d  an 

e n v iro n m e n ta l re v ie w  and  se lection  o f  a p re fe rred  a lte rn a tiv e  th rough  an e n v iro n m e n ta l 
im p a c t s ta tem ent (E IS ) .  E x h ib it  2 describes the E IS  process. A n  E IS  is req u ire d 4 b e fo re  

fe d e ra lly  fu n d ed  transp o rta tio n  p ro jects  w ith  s ig n ific a n t e n v iro n m e n ta l im pacts  can b eg in  

construction . A f te r  an  E IS  is c o m p le te , the necessary r ig h t-o f-w a y s  are acq u ired  fro m  p u b lic  

and  p riv a te  ow ners; subsequently , a co n trac to r is p ro cured  to  b u ild  the p ro jec t.

In  e a rly  2 0 0 5 , K A B A T A  began  p la n n in g  and p ro jec t d e v e lo p m e n t ac tiv ities  fo r  the K A C .  
K A C  p la n n in g  and d e v e lo p m e n t a c tiv itie s  are described  in  the  fo llo w in g  pages.

Environmental Impact Statement

A n  E IS  requ ires  “diligent effort” in  

s o lic itin g  p u b lic  p a rtic ip a tio n  in  

the  process an d  in  d o cu m en tin g  the  

p u b lic ’ s in v o lv e m e n t. In  

January  2 0 0 5 , the  F e d e ra l 
H ig h w a y  A d m in is tra tio n  ( F H W A )  

p u b lish ed  a notice  o f  in ten t to  

p repare  an E IS  fo r the K A C . T h e  

E IS  phases are: (1 )  scoping; (2 )  

d ra ft E IS ; ( 3 )  f in a l E IS ; and  (4 )  

reco rd  o f  d ec is ion  (R O D ) .  T h e  last 
th ree phases m ust be ap p ro ved  b y  

the F H W A  u pon  co m p le tio n .

Scoping: Scoping is d e fin e d  as
“ an early and open process fo r  
determining the scope o f  issues to 
be addressed and fo r  identifying 
the significant issues related to the 
proposed action.” 5 S cop ing  

inc ludes s o lic itin g  in p u t fro m  the  

g enera l p u b lic , agencies, and  

others about issues and  the range  

o f  a lte rn a tives  to address in  the

^National Environmental Protection Act o f 1969 as am ended (4 2  U.S. C ode 4 3 2 1  et. S eq.), 4 0  C F R  1 5 0 0  — 15 0 8 , 

and FH W A  regulations (2 3  C FR  7 7 1 ,7 7 2 J 7 4 , 7 7 7 ).

5 Title 40 o f the Code o f Federal Regulations, Part 1501, Subpart 7.

E x h i b i t  2

E n v i r o n m e n t a l  I m p a c t  S t a t e m e n t  P r o c e s s

F e d e ra l la w  re q u ire s  th a t a n  E IS  b e  p re p a re d  fo r an y  

fe d e ra lly  re im b u rs e d  tra n sp o rta tio n  p ro je c t w ith  

sig n ific a n t e n v iro m n e n ta l im p acts. T he p ro c e s s  o f  

p re p a rin g  an  E IS  is sp e c ifie d  in  fed eral re g u la tio n  an d  

re q u ire s in p u t fro m  m u ltip le  sta te  an d  fed eral a g e n c ie s  as 

w ell as th e  pub lic .

A n  E IS  is  a fu ll d isc lo su re  d o c u m e n t w h ic h  d e ta ils  th e  

p ro c e ss  o f  d e v e lo p in g  th e  tra n sp o rta tio n  p ro je c t. T he 

c o m p le te d  d o c u m e n t m u s t include: co n sid e ra tio n  o f  a 

ran g e  o f  re a so n a b le  altern ativ es; an  a n a ly s is  o f  th e  

p o te n tia l e n v iro m n e n ta l, so c ia l, an d  ec o n o m ic  im p a c ts  o f  

each  alternative; a n d  a  d e m o n stra tio n  o f  h o w  each  

a lte rn a tiv e  co m p lie s  w ith  a p p licab le  en v iro m n e n ta l law s 

an d  e x e c u tiv e  o rd ers. A n  E IS  a lso  d o c u m e n ts  th e  e n tire ty  

o f  th e  d ecis io n  m a k in g  p ro c e ss  to  select th e  p ro je c t’s 

p re fe rre d  altern ativ e .

S ectio n s o f  th e  E IS  in c lu d e  th e  p u rp o se  an d  n e e d  fo r 

ac tio n , a lte rn a tiv e s  co n sid e re d , an d  m u ltip le  se c tio n s  o n  

e n v iro n m e n ta l c o n se q u e n c e s  an d  im p acts  a lo n g  w ith  

so cia l an d  ec o n o m ic  im p acts . W h en  th e  p ro c e s s  is 

co m p le te , a  s ta te  su b m its  a  final E IS  to  th e  F H W A  fo r 

ap p ro v al. A n  R O D  is issu e d  i f  th e  p ro je c t p la n  an d  

p re fe rre d  a ltern ativ e  is a c c e p te d  b y  th e  F H W A .
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E IS . T h e  K A C  scoping  phase w as conducted  o v e r a n in e -m o n th  p erio d . K A B A T A  pub lish ed  

a su m m a ry  re p o rt o f  the  scoping  ac tiv ities  in  N o v e m b e r  2 0 0 5 .6

D ra ft E IS :  T h e  d ra ft E IS  phase includes co m p le tin g : in fo rm a tio n  g a thering , the ap propria te  

te c h n ic a l studies, and the  ev a lu a tio n  o f  find ing s . T h is  w o rk  w as conducted  b y  the F H W A  in  

co n ju n c tio n  w ith  K A B A T A  and its contractors. K A B A T A ’ s contractors conducted  tech n ica l 
stud ies7 th ro u gh  F e b ru a ry  2 0 0 7 . A p p ro x im a te ly  3 6  tech n ica l reports w e re  issued.

T h e  F H W A  ap proved  the  d ra ft E IS  in  S ep tem b er 2 0 0 6 . T h e  approved  d ra ft E IS  was  

a v a ila b le  fo r c o m m e n t b y  the p u b lic , agencies, and others fro m  S ep tem b er th rough  

m id -N o v e m b e r  2 0 0 6 . T h e  d ra ft E IS  in c lu d ed  c o n tro vers ia l issues ra ised  b y  the p u b lic  and  

agencies. T h e  p r im a ry  issues re la ted  to sed im en ta tio n , land  use, c o m m u n ity  cohesion, tra ff ic , 
tra v e l patterns, w e tlan d s , w a te r  bod y  m o d ific a tio n , w ild l ife ,  and essential fish  h ab ita t. These  

issues w e re  addressed b y  K A B A T A  and the F H W A  in the f in a l E IS .

T h e  d ra ft E IS  re p o rt also id e n tifie d  one m a jo r  unreso lved  issue that req u ired  ad d itio n a l 
te c h n ic a l analysis . T h e  U n ite d  States A rm y  C orps o f  E ng ineers  (U S A C E )  expressed  

concerns about increased  sed im en ta tio n  in  the P o rt o f  A n ch o rag e  since 1999 . T h e  U S A C E  

w a s  concerned  th a t K A C  construction  w o u ld  w o rsen  the sed im en ta tio n  issue. In  o rd er to  

address this issue, a d d itio n a l re finem ents  in  the U S A C E  h y d ro d y n a m ic  and sed im entation  

m o d e l w ere  needed. B ased  on subsequent re fin em en ts  o f  the U S A C E  m o d e l, it w as  

re c o m m en d e d  th a t the b rid g e  structure be ex ten d ed  b y  1 ,0 0 0  feet. T h e  cu rren t p ro je c t scope 

in co rp o ra ted  the  change, and  the b rid g e  leng th  w as changed  fro m  8 ,2 0 0  fee t to 9 ,2 0 0  feet.

F in a l E IS :  T h e  F H W A  used d ra ft E IS  co m m en ts  in  its d e c is io n -m a k in g  process w h e n  

e v a lu a tin g  K A C  a lte rn a tives  and  in d e v e lo p in g  m itig a tio n  m easures. T h e  F H W A  and  

K A B A T A  assessed and considered  the com m ents  rece ived , both  in d iv id u a lly  and  

c o lle c tiv e ly , fro m  c irc u la tio n  o f  the d ra ft E IS  and responded to the com m ents . A l l  
substantive  co m m en ts  re c e iv e d  a long  w ith  responses w e re  attached  to the f in a l E IS . T h e  

re c o m m en d e d  a lte rn a tiv e  fo r  the K A C  is presented in  the fin a l E IS  w h ic h  w as approved  b y  

K A B A T A  m a n a g e m e n t and the F H W A  in  D e c e m b e r 2 0 0 7 .

A  p u b lic  R O D , issued b y  the F H W A  in  D e c e m b e r 2 0 1 0 , id e n tifie d  the N o rth e rn  A ccess -  

E ric k s o n  A lte rn a t iv e  as th e  selected p ro jec t lo ca tio n  “based directly on economic and 
technical/engineering considerations and impacts while meeting the p ro je c t’s purpose and 
need.”  T h e  R O D  in c lu d e d  p u b lic  and agency co m m en ts  re ce ived  on the  f in a l E IS  and the  

F H W A ’ s responses to  those com m ents.

T h e  R O D  concludes th a t the f in a l E IS  co nform s w ith  ap p licab le  fed era l re g u la to ry  prov is ions  

and  s a tis fa c to rily  addresses the an tic ip a ted  e n v iro n m e n ta l im pacts  that w i l l  resu lt fro m  the  

K A C  u n d er the selected  a lte rn a tiv e . T h e  issuance o f  the R O D  a llo w e d  K A B A T A  to m o ve

6Knik Arm Crossing Scoping Summary Report: Comments, Issues, and Alternatives (N o v em b er 2 0 0 5 ).

C o n tra c to rs ’ technical studies re lated  to  in-w ater crossing design options, land use and transportation forecasting, 

social environm ent, p h ysical environm ent, cultural environm ent, assessm ent o f  cum ulative effects, natural 

environm ent, and engineering.
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fo rw a rd  w ith  the e n v iro n m e n ta l p e rm ittin g , r ig h t-o f -w a y  acq u is itio n , and p ro cu rem en t ( f in a l  

design , fin a n c in g , and  construction ) fo r the p ro jec t.

Perm itting and Right-of-way Acquisitions

T h e  f in a l E IS  inc ludes e ig h t e n v iro n m e n ta l and th ree  lan d -u se  perm its . S ince R O D  ap p ro v a l, 
K A B A T A  a p p lie d  to the S ta te ’ s D e p a rtm e n t o f  E n v iro n m e n ta l C o n serva tio n  (D E C )  fo r  a 

Clean Water Act 401  p e rm it. D E C  issued the p e rm it in  S ep tem b er 2 0 1 2 . In  2 0 1 2 , K A B A T A  

m a n a g e m e n t also a p p lie d  fo r the Clean Water Act 4 0 4  p e rm it, the  Rivers and Harbors Act 9 

and 10 p erm its , and  a m u lt i-y e a r  p e rm it fro m  the  N a t io n a l M a r in e  F isheries  S erv ice  fo r  the  

d isturbance o f  b e lu g a  w h a les  d u rin g  in -w a te r  co nstruction  ac tiv ities . These ap p lica tio n s  are 

p e n d in g , and K A B A T A  in tends to  a p p ly  fo r  the  re m a in in g  en v iro n m en ta l perm its  in  Phase I I  

o f  the  p ro jec t. T w o  o f  the lan d  use perm its  w i l l  be addressed th ro u gh  the  r ig h t-o f -w a y  

acq u is itio n  process, w h ile  the re m a in in g  land  use p e rm it is n o t needed u n til Phase I I .

M o s t  o f  the r ig h t-o f-w a y s  req u ired  fo r  the K A C  are o w n e d  b y  p ub lic  en tities . P riv a te  parties  

o w n  n in e  re s id e n tia l s tm ctures, fo u r businesses, and tw o  u nd eve lop ed  lots th a t are needed  fo r  

the p ro je c t. D u r in g  F Y  12, K A B A T A  acq u ired  one re s id e n tia l p ro perty  and  one business 

p ro p e rty  fo r  a p p ro x im a te ly  $ 2 .5  m ill io n . O f  the e ig h t re m a in in g  res iden tia l p ro perties , one is 

exp ected  to  be acq u ired  in  2 0 1 3 ; the other seven re s id e n tia l properties  w i l l  be acq u ired  as 

Phase I I  co nstruction  com m ences. T h e  three re m a in in g  co m m e rc ia l p roperties  are expected  

to  be acq u ired  and  re lo ca ted  in  2 0 1 3 . Federa l and state genera l fu n d  m atch  fu n d in g  fo r  r ig h t-  

o f-w a y  acqu is itions  to ta ls  a p p ro x im a te ly  $ 1 6  m ill io n .

Procurement o f  a Private Partner

T h e  au th o rity  fo r  K A B A T A  to  en ter in to  a p riv a te -p u b lic -p a rtn e rs h ip  (P 3 ) ag reem en t w as  

added  to  the A la s k a  Statutes in  2 0 0 6 . P3 agreem ents are b ecom in g  in c re a s in g ly  co m m o n  

n a tio n w id e  as a m eans fo r  fin a n c in g , constructing , a n d /o r operating  la rge -sca le  transp o rta tio n  

pro jects . A s  o f  D e c e m b e r 2 0 1 0 , 2 9  states and P uerto  R ic o  had enacted le g is la tio n  to  

a u th o rize  the  use o f  P3s fo r  transporta tion  p ro jec ts .8

T h e  P3 p ro je c t d e liv e ry  d iffe rs  fro m  tra d itio n a l p ro curem en ts  w h ere  the p u b lic  sponsor 

contro ls  each phase o f  the transp o rta tio n  in fras tru c tu re  d eve lo p m en t process -  design , 

co nstruction , fin a n c e , operations  and  m ain tenan ce . W ith  a P 3 , a single p riva te  e n tity , w h ic h  

m a y  be a co n so rtiu m  o f  severa l p riv a te  com panies, assum es resp o n s ib ility  fo r  m o re  than  one 

d e v e lo p m e n t phase, accepts the associated risks, and seeks rew ards  in  term s o f  re tu rn  on 

in ves tm ent.

P ro je c t risks m u st be id e n tifie d , eva lu a ted , and m an ag ed  th ro u gh o u t a p ro je c t’ s li fe  fo r  the  

p ro jec t to  be successful. P3s are considered  to be a fo rm  o f  r is k  m an ag em en t since the public  

sponsor and p rivate  partner seek to achieve o p tim a l risk  a llocation  in order to m in im iz e  overall 

pro ject risks.

8T he N ational C onference o f  State L egislatures publication, Public Private Partnerships for Transportation, a Toolkit 
for Legislators.
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P 3 agreem ents encom pass a v a r ie ty  o f  co ntrac tu a l structures, w ith  variou s  degrees o f  r is k  

tra n s fe r to  the p r iv a te  en tity . K A B A T A  chose the d e s ig n -b u ild -f in a n c e -o p e ra te -m a in ta in  

( D B F O M )  P3 ag re e m e n t structure in  w h ic h  the p riv a te  e n tity  is responsib le  fo r  the p ro je c t’ s 

d es ig n , constru c tio n , operations , m a in tenan ce , and p ro v is io n  o f  p riv a te  fin a n c in g .

U n d e r  a D B F O M  P 3  structure, the p riv a te  e n tity  invests its ow n  funds (k n o w n  as equity)  and  

b o rro w s  a d d itio n a l funds (k n o w n  as debt)  to  p ay  fo r  p ro je c t construction . T h e  p riv a te  e n tity  

m a in ta in s  and operates the p ro jec t fo r  a sp ec ified  p erio d  and expects to be rep a id  fo r its 

in v e s tm e n t in  the p ro je c t o v e r the te rm  o f  the  agreem ent. R e p a y m en t p ro v is ion s  are re fe rred  

to  as compensation arrangements.

T h e  th ree m ost c o m m o n  com pensation  arrangem ents in  P3 agreem ents are as fo llo w s .

•  Toll Concessions. T h e  p riva te  e n tity  rece ives  com pensation  b y  o b ta in in g  the r ig h t to  

co llec t to lls  on  the fa c ility .

•  Shadow Toll Concessions. T h e  p riv a te  e n tity  receives a p re d e te rm in e d  p a y m e n t fro m  

the p u b lic  sponsor, ca lled  a shadow toll, fo r  each veh ic le  that uses the fa c ility .

•  A va ilab ility  Payment Concessions. T h e  p riv a te  e n tity  receives a p e rio d ic  a v a ila b ility  

p a y m e n t fro m  the p u b lic  sponsor based on the a v a ila b ility  o f  the fa c ili ty  at a spec ified  

p e rfo n n a n c e  le v e l.

A t  the A p r il 2 0 1 1  b oard  m eetin g , K A B A T A ’s board  o f  d irectors  approved  the P3 

p ro c u re m e n t u n d er an a v a ila b ility  p a y m e n t com pensation  arrang em en t. U n d e r  this  

arran g em en t, co m p ensatio n  paym ents  to  the p riv a te  e n tity  are not d ependent on to ll revenues. 
T h e  a v a ila b ility  p a y m e n t a rrangem ent m a y  be used i f  a p u b lic  sponsor w ishes to re ta in  the  

t ra ff ic  r is k  to a ttrac t m o re  b ids, o r because the p riv a te  sector w o u ld  o th erw ise  d em and  a h igh  

r is k  p re m iu m  re tu rn  on its in ves tm en t in  the p ro jec t.

O n  to ll-b a s e d  p ro jec ts , a v a ila b ili ty  paym ents  e lim in a te  the r is k  o f  a p riv a te  e n tity  p o te n tia lly  

re a p in g  w in d fa ll p ro fits  i f  to ll revenues are h ig h e r than  an tic ipated . A lte rn a t iv e ly , under this  

arran g em en t, the r is k  that to ll revenues fa ll short o f  expectations lies w ith  the p u b lic  sponsor. 
In  K A B A T A ’ s exp ec ted  a v a ila b ility  p a y m e n t arrang em en t, lo w e r than  expected  to ll revenues  

c o u ld  necessitate the  need fo r  a d d itio n a l fu n d in g  as the a v a ila b ility  p aym en ts  m ust be pa id  to 

the  p riv a te  p a rtn e r regard less o f  h o w  m u ch  the  b rid g e  is used. P ro jections  o f  to ll revenues are 

a k e y  co ns id era tion  w h e n  ev a lu a tin g  the fin a n c ia l fe a s ib ility  o f  the K A C ’ s P3 agreem ent.

T h e  K A C  p ro c u re m e n t is structured  as a 3 5 -y e a r  te rm  D B F O M  ag re e m e n t.9 K A B A T A  

issued the  m ost recen t request fo r  q u a lifica tio n s  (R F Q )  in  Ju ly  2 0 1 1 . T h e  R F Q  resu lted  in the  

id e n tif ic a t io n  o f  th ree  q u a lif ie d  consortium s to b id  on a subsequent request fo r  proposal

9T he 35  y ear term  begins from  the date the K A C is open and available for use. The agreem ent w ill also provide 

three to  five years to co n stru ct the K A C .
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(R F P )  fo r  the  concession agreem ent. U n d e r K A B A T A ’ s p ro cu rem en t reg u la tio n s , a p a y m e n t  

m a y  be p a id  to each unsuccessfu l proposer that su bm itted  a responsive p ro po sa l to  the  R F P . 
K A B A T A  m a n a g e m e n t an tic ipates  issuing an R F P  in  2 0 1 3  and plans to  p a y  a stipend  o f  

a p p ro x im a te ly  $2  m ill io n  to each o f  the tw o  unsuccessfu l proposers. S in ce  the  R F P  has not 
been issued, the  f in a l term s o f  the proposed P3 ag reem en t c o u ld  not be re v ie w e d  as p art o f  

th is  audit. A  lis tin g  o f  s ig n ific a n t K A C  P ro jec t m ilestones is in c lud ed  in  A p p e n d ix  A .

T h e  K A C  p ro je c te d  fin a n c ia l p la n  (f in a n c ia l p la n ) id e n tifie s  variou s  fu n d in g  sources.

In  genera l term s, a f in a n c ia l p la n  fo r  a P3 p ro je c t produces ind icators  that h e lp  p riv a te  

b idders  d e te rm in e  the p o te n tia l va lu e  o f  the p ro je c t, helps lenders ch eck  the p ro je c t’ s 
cap a c ity  to  rep ay  debt, and helps p u b lic  agencies d e te rm in e  the va lu e  o f  the concession o r the  

am o u n t o f  p u b lic  subsidy th a t m ig h t be needed. A  p u b lic  agency, such as K A B A T A ,  m a y  use 

the fin a n c ia l p lan  to d e te rm in e  i f  the p ro je c t’ s f in a n c ia l fe a s ib ility  is accep tab le  fro m  the  

p u b lic  a g e n c y ’ s p o in t o f  v ie w . F o r P3 agreem ents in v o lv in g  a v a ila b ility  p aym en ts , the p lan  

m a y  also be used to c a lcu la te  the a v a ila b ility  p a y m e n t req u ire d  to  co ver c ap ita l expend itu res  

(k n o w n  as capex) , o p era tin g  expend itu res , debt serv ice , and re turn  on in vestm ent.

T h e  K A C  fin a n c ia l p lan  w as d eve lo p ed  b y  K A B A T A ’ s fin a n c ia l ad v iso ry  f irm . T h e  fin a n c ia l 

p lan  provides:

•  Sources and  uses o f  funds fo r  K A C  construction . (S ee  E x h ib it  3 on page 19 .)

•  A ssum ptio ns  fo r  debt service.

•  C ash flo w s  fo r  K A B A T A .  (S ee  E x h ib it  4  on page 2 4 .)

•  C ash flo w s  fo r  the p riv a te  p artn er und er the P3 ag reem en t. (See A p p e n d ix  B .)

•  S tate R eserve  F u n d  cash flo w s  w h ic h  is assum ed to  be funded  b y  a $ 1 5 0  m ill io n

le g is la tiv e  ap p ro p ria tio n . (S ee A p p e n d ix  C .)

T h e  fin a n c ia l p la n  is K A B A T A ’ s best estim ate  o f  exp ected  fin a n c ia l a c tiv ity ; h o w e v e r, the  

p lan  is subject to change u pon  p ro curem en t o f  the p r iv a te  p artner. A s w ith  m a n y  P3 pro jects, 
the K A C  fin a n c ia l p lan  is re lia n t on fed era l fin a n c ia l p ro gram s, such as: the Transportation 
Infrastructure Finance and Innovation Act ( T I F I A )  lo a n  program ; the Transportation 
Investment Generating Economic Recovery Act ( T IG E R )  d iscre tio n ary  g ran t p ro g ram ; and  

ta x -e x e m p t p riv a te  a c tiv ity  bonds (P A B ). These p ro gram s are m anaged  b y  the  F H W A .

T h e  K A C  fin a n c ia l p la n  ind icates  that the p riv a te  p a rtn e r w i l l  obta in  ta x -e x e m p t P A B s . T h e  

p riv a te  p a rtn e r is o b lig a te d  to rep ay  the bonds w ith  a p o rtio n  o f  the a v a ila b ili ty  paym ents  

rece ived  fro m  K A B A T A .  T I F I A  d irec t loan  fin a n c in g  is also in c lud ed  in  the fin a n c ia l p lan  as 

a fu n d in g  source. T h e  T I F I A  loan  w i l l  be the p riv a te  p a rtn e r’ s o b lig a tio n  and w i l l  also be  

re p a id  th ro u gh  a p o rtio n  o f  the a v a ila b ility  paym ents . N o  T IG E R  grants w e re  in c lu d e d  in  the  

curren t fin a n c ia l p la n  because K A B A T A ’s T IG E R  g ran t ap p lications  h ave  been denied .

T h e  fin a n c ia l p lan  also in c lud es  bonds, state grants, and  m u n ic ip a l co n trib u tion s  as fu n d in g  

sources. In  O c to b e r 2 0 0 7 , the U n ite d  States D e p a r tm e n t o f  T ra n s p o rta tio n  p ro v is io n a lly
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allocated up to $600 m illion10 o f  the $15 billion national limitation on the aggregate amount 
o f  PABs for highway projects. This provisional allocation expires two and a half months 
after the execution o f  a P3 agreement for the KAC. K ABATA w ill act as the conduit for the 
private partner to access the PAB allocation.

Projected toll revenues are used to estimate cash flow s.

The Schedule o f  Cash Flows is an important part o f  the KAC financial plan because it is used 
to demonstrate how expected revenues will be used to meet expected expenses. Toll revenues 
identified in the Schedule o f  Cash Flows originate from projections o f  traffic volume. A  
transportation m odel is used to project traffic demand. In order to develop a transportation 
m odel, the KAC study area was subdivided into traffic analysis zones (TAZ).11 The 
follow ing data was obtained and input into the computer m odel by TAZ: population; number 
o f  households and dwelling units; level o f  employment; income levels; land use 
characteristics; the current roadway network; and any planned future improvements to the 
network.

The transportation model data along with additional data sources, such as origin and 
destination trip surveys, estimations o f  the value o f  time, and vehicle operating costs, was 
used to determine:

1. Trip Generation -  The number o f  trips being produced from and attracted to each
TAZ in the study area for purposes such as employment, leisure, and shopping.

2. Trip Distribution -  The origin and destinations o f  travelers.
3. Modal Choices -  Group and individuals’ options for their trips (e.g., bus, car, rail,

personal car, etc.).
4. Route Assignment -  Identifies the path the travelers w ill take for trips.

After the traffic demand for trip routes using the KAC was projected, toll fees were 
multiplied by projected traffic to project expected toll revenues. Expected toll revenues are 
part o f  the Schedule o f  Cash Flows for K ABATA in Exhibit 4, on page 24. The assumption 
that traffic demand will be higher at lower toll rates and lower at higher toll rates (also 
known as demand elasticity) was considered when projecting toll revenues. Additionally, 
K ABATA estimated possible variations in traffic and toll revenue projections. Using  
different levels o f  econom ic assumptions and a statistical analysis o f  probable number o f  
revenue days, the traffic and toll revenues projections were generated at the probability 
values o f  5, 25, 50, 75, and 95 percent. K ABATA selected the traffic and toll revenue 
projections with a 50 percent probability value as the baseline (also known as the base case) 
to the financial plan.

l0Alaska Statute 19.75.211 states that KABATA may issue bonds in an aggregate amount not to exceed 
$500 million. KABATA introduced legislation to increase this limit to $600 million but the change was not enacted.
“ The KAC transportation model subdivided the study area into approximately 600 TAZs which reflect the major 
roadway boundaries or physical barriers such as rivers, railways, etc.
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J ^EPORT CONCrtlSTONC

In an effort to provide legislators with the knowledge necessary to make informed decisions 
on future KABATA-related legislation, an audit o f  the KAC Project was requested. The audit 
objectives were to:

1. Provide a historical summary o f  major KAC Project milestones;
2. Identify significant changes to the project scope;
3. Evaluate the adequacy o f  public participation;
4. Provide a detailed summary, by source, o f  KAC authorized, expended, and remaining 

funds, including the level o f  funding necessary to complete the project;
5. Ascertain the reasonableness o f  KAC toll and revenue projections and the KAC 

projected financial plan (financial plan);
6. Evaluate the KAC private-public-partnership (P3) agreement; and
7. Outline the balance o f  risks and rewards between public and private partner entities 

outlined in the P3 agreement.

The audit concludes that KAC toll and revenue projections are unreasonably optimistic, and 
the projected cash flow s to the State are likely overstated as a result. These are important 
considerations for policymakers since the P3 compensation arrangement requires KABATA  
to make payments to the private partner regardless o f  the project’s ability to generate toll 
revenues. The deficiencies in K A BA TA ’s methodology for generating toll and revenue 
projections are addressed in Recommendation No. 1.

K A B A T A ’s FY 03 through FY 12 expenses total $70.4 m illion and authorized funding totals 
$131 million. The project is expected to require an additional $1.4 billion from a variety o f  
sources including bonds, loans, grants, and private equity. A discussion o f  key project 
planning and development m ilestones is provided as part o f  this report’s Background 
Information section. Appendix A provides a list o f  significant KAC Project m ilestones.

The audit was unable to fully outline the balance o f  risks and rewards embodied in the final 
P3 agreement because the procurement process is not complete, and the P3 agreement has 
not been finalized. However, the general structure o f  the P3 agreement has been defined by 
K A B A T A ’s governing board and provides that the State w ill bear the risk o f  lower-than- 
expected toll revenues.

It is important to note that a final P3 agreement will also contain rewards and additional risks 
that are not addressed in this report due to the scope limitation already discussed. This report 
is not concluding whether or not this specific risk is justified when considering the P3 
agreement’s balance o f  risks and rewards for the agreement as a whole. The risk o f lower- 
than-expected toll revenues is an important aspect o f  understanding the potential effect o f  
deficiencies in projections and should be considered in that context.
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Approximately $1.4 billion in funding is needed to complete the KAC Project.

K ABA TA management, with assistance from a financial advisory firm, developed the KAC  
financial plan.12 The total, necessary projected KAC funding is identified in the financial 
plan as approximately $1.6 billion. (See the schedule o f  proposed sources and uses in 
Exhibit 3 on page 19.) This estimate includes both phases o f  construction. Phase I is 
scheduled to begin immediately, and Phase II w ill be completed incrementally. Per Exhibit 5 
on page 25, K A BA TA  has secured $131 m illion o f  the $1.6 billion necessary for the project. 
The remaining unsecured funding sources o f  $1.4 billion are discussed in detail below.

Bonds ($846.9 Million - 52 Percent of Proposed Funding)

According to the KAC financial plan, the private partner will borrow $350.7 m illion o f  the 
total projected private bond funding o f  $516 million through a private activity bond (PAB) 
bond issuance for Phase I o f  the project. The remaining private and public bond financing in 
the plan ($496.2 m illion) for Phase II o f  the project w ill need to com e from other sources. 
According to K A BA TA  management, potential bond sources may be secured through 
K ABATA (tax exempt municipal revenue bonds or TIFIA loans) or through the private 
partner (a syndicated bank credit facility, TIFIA loans, or taxable corporate bonds).

TIFIA Loan ($356.7 Million - 22 Percent of Proposed Funding)
In 2005, K ABATA management pursued TIFIA funding on behalf o f  the future private 
partner by filing a loan request without success. Since 2005, eight separate applications have 
been unsuccessful. In July 2012, the United States Congress enacted13 several changes to the 
TIFIA program. Changes increased funding levels, increased federal participation in eligible 
project costs from 33 percent to a 49 percent ceiling, and eliminated subjective selection 
criteria.

Detailed report conclusions are presented below.

12The financial plan referred to in this report is the December 2012 version KABATA for a credit rating.
l3Public Law 112-141.
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Exhibit 3

Knik Arm Crossing Project 
Proposed Funding Sources and Uses

Proposed Funding Sources 
Bonds 
TIFIA Loan
P3 Private Partner Equity 
Public Funds:

1) Federal
2) State Match
3) State Grant (Reserve Fund)
4) State Commerce Grant
5) Municipality Contribution 

Total Proposed Funding Sources

Proposed Funding Uses 
Construction 
Right-of-Way 
KABATA P3 Construction 
Oversight Costs 

Port MacKenzie Road Upgrade 
KABATA Project Costs Prior to 
P3 Award

State Reserve Fund for Toll 
Revenue Shortfalls 

Capitalized Interest 
Prepaid Interest 
Debt Service Reserve 
Cost of Bond Issuance 
Underwriter's Discount 
Financial Advisory Firm Fee 
P3 Agreement (Shortfall)/Surplus 
Contingency

Total Proposed Funding Uses

Total Total
Private Public

Financing Investment

$516,094,545 $330,790,000
356,747,052 0

96,912,560 0

0 112,572,342
0 17,324,917
0 150,000,000
0 15,000,000
0 26,000,000

$969,754,157 $651,687,259

$860,272,443 $378,898,963
0 15,250,000

0 11,826,000
0 15,000,000

0 77,402,246

0 150,000,000
60,815,537 0

848,868 0
35,072,500 0

6,928,575 1,653,950
2,671,325 1,653,950
3,144,857 0

0 0
52 2,150

$969,754,157 $651,687,259

KAC Percent
Project of Total
Total  Funding

$ 846,884,545 52%
356,747,052 22%

96,912,560 6%

112,572,342 7%
17,324,917 1%

150,000,000 9%
15,000,000 1%
26,000,000 2%

$1,621,441,416 100%

$1,239,171,406
15.250.000

11.826.000 
15,000,000

77,402,246

150,000,000
60,815,537

848,868
35,072,500

8,582,525
4,325,275
3,144,857

0
 2,202
$1,621,441,416

Source: KABATA December 2012 Financial Plan

In August 2012, K A BA TA  management submitted a TIFIA loan request for $500 m illion at 
a 49 percent participation rate in eligible costs. In a letter to K ABATA, dated 
September 25, 2012, the Federal Highway Administration (FHW A) pended reviewing the 
request stating that:

• K A B A T A ’s loan request “did not present a compelling justification” for providing 
assistance above a 33 percent participation level.
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•  The request cannot be considered further until the $150 m illion reserve fund is 
appropriated by the State or it becom es clear that the funding is “reasonably likely” to 
be appropriated.

State Grant - Reserve Fund ($150 Million -  Nine Percent of Proposed Funding)

K ABA TA intends to capitalize a reserve fund through a general fund appropriation o f  
$150 m illion. Legislation was unsuccessfully introduced for the appropriation during the 
27th Legislature and has been re-introduced during the 28th Legislature. If an appropriation is 
approved, the funds, along with interest earned on the funds, w ill be used to cover the net 
deficiencies in projected toll revenues for 2017 through 2030. According to the State Reserve 
Fund cash flow s schedule in Appendix C, additional appropriations totaling $41.2 million 
w ill be needed to replenish the fund for 2031 through 2035 (State Replenish column in 
Appendix C o f  the State Reserve Fund cash flows).

Municipality of Anchorage Contribution ($26 Million -  Two Percent of Proposed Funding)

Both the KAC plan and the 2035 Anchorage Metropolitan Area Transportation Solutions 
(AM ATS) plan include an Ingra-Gambell couplet connection project. The $26 million  
identified in the financial plan is the amount the municipality expects to spend on the project 
in conjunction with KABATA and has included the project in its AM ATS plan. However, 
the $26 m illion is not funded by the M unicipality o f  Anchorage at this time.

P3 Private Partner Equity ($96.9 Million - Six Percent of Proposed Funding)

As discussed earlier, the procurement o f  the P3 partner has not resulted in an RFP; however, 
K ABATA has identified three prequalified prospective P3 partners through the request-for 
qualification process. The private partner w ill invest equity o f  $96.9 m illion to construct the 
KAC and operate the project for a specified amount o f  time.

K A BA TA ’s Schedule o f  Cash Flows shows a net surplus o f $2.2 billion for the KAC Project.

K A B A T A ’s Schedule o f  Cash Flows is included as Exhibit 4 on page 2 4 .14 The purpose o f  a 
Schedule o f  Cash Flows is to demonstrate how the flow o f expected revenues w ill be used to 
meet expected expenditures. KAC traffic and toll revenue projections for 2017 through 2035 
are based on a transportation m odel produced by K A BA TA ’s traffic and toll consultant. 
These projections include capacity improvements including the Ingra-Gambell connector and 
upgrading the road and bridge to four lanes. Projections for 2036 through 2061, a period 
covering 60 percent o f  total cash flow s, were performed internally by K ABATA  
management. This approach was taken because K ABATA did not expect further growth in 
traffic volum e for the KAC after 2040. K A B A T A ’s traffic volume projections for 2035

14The Schedules o f  Cash Flows presented in Exhibit 4 on page 24 and Appendices B and C use the base case traffic 
and toll revenue projections. This base case is discussed in the Background Section and used by KABATA for the 
KAC’s financial plan.
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through 2040 include an approximately 12 percent increase for personal vehicles and nine 
percent increase for commercial vehicles.

The toll revenue projections for 2041 through 2061 include toll fee increases based on a
2.5 percent annual inflation factor. Private vehicle toll fees would increase from $8.82 per 
crossing in 2040 to $14.82 per crossing in 2061, while commercial vehicle toll fees would 
increase from $31.76 per crossing to $53.25 per crossing for the same period.

The 2041 through 2051 annual “net surplus” on the Schedule o f  Cash Flows are primarily 
due to increases in toll fees. After 2051, the availability payments to the private partner 
would end, and K ATA BA would incur the toll collection costs which would result in higher 
annual net surplus amounts. The Schedule o f  Cash Flows in Exhibit 4 shows that 92 percent 
o f  the net surplus for the project would occur from 2051 through 2061.

The analysis o f  toll revenues raises concerns that toll revenues are overstated in K A BA TA ’s 
Schedule o f  Cash Flows. Overstated toll revenues overstate the net surplus amount identified 
in K A B A T A ’s Schedule o f  Cash Flows and may lead to a shortfall rather than a net surplus.

D eficiencies in the assumptions and inputs used by K ABATA for the toll and revenue 
projections likely overstate projected cash flow s.

Accuracy o f  the traffic and toll revenue projections is paramount to the success o f  the KAC 
Project. Under the anticipated P3 agreement, K ABATA must pay the private partner 
availability payments totaling $3.3 billion over the life o f  the agreement (through 2051). 
These payments must be made regardless o f  the level o f  collected toll revenues.

An analysis o f  key assumptions and inputs used in K A BA TA ’s m odeling process was 
performed in conjunction with an independent consultant hired by the D ivision o f  Legislative 
Audit (DLA). A  complete copy o f the consultant’s report is included in Appendix E. 
Appendix F contains the consultant’s professional qualifications. The K ABATA consultant’s 
review o f  the DLA consultant’s report and further responses by the consultants are 
documented in Appendices G through I.

The DLA consultant’s report identified several concerns regarding the validity o f  
assumptions and inputs used as a basis for projecting toll revenues. The m ost important 
concern was the potential for the KAC traffic volum e to be overstated based on overly 
optimistic assumptions for household and employment levels. Overstating traffic volume in 
K A B A T A ’s m odeling process has the effect o f  overstating projected toll revenues.

Households and Employment. Two inputs that drive demand for the transportation system are 
(1) the number o f  households and (2) the level o f  employment. Population levels impact both 
o f  these inputs. D L A ’s consultant concluded that K A B A T A ’s estimated growth rate and 
2035 household levels were higher than the rate and levels projected by the University o f  
A laska’s Institute o f  Social and Economic Research (ISER). K A BA TA ’s estimate o f  
employm ent growth rate compared to the rate forecast by ISER was also higher -  however to

ALASKA STATE LEGISLATURE - 2 1  - DIVISION OF LEGISLATIVE AUDIT



a lesser degree. To help understand the source o f  the differences and to further support this 
conclusion, D L A ’s consultant compared K A BA TA ’s estimated population growth rates and 
2035 population levels with ISER and the State o f  Alaska, Department o f  Labor and 
Workforce Developm ent’s estimations. This comparison supported a lower forecast o f  
households and employment.

Lower forecasts o f  households and employment are further supported by consultants that 
conducted Matanuska-Susitna Borough (M SB) planning studies. In 2012, the M SB, with the 
assistance o f  a consultant, produced a density and build-out study that projects future land 
use and predicts population and housing quantities. A lso in 2012, the M SB, in conjunction 
with DOTPF, updated its transportation model which included estimated population and 
employment data. W hen M SB planning staff noted that M SB population and employment 
projections were lower than K A B A T A ’s estimates from the KAC transportation model, MSB  
staff directed their consultant to evaluate and report on the differences. The consultant 
produced a summary document outlining the conceptual differences between the M SB and 
K ABATA. The summary is included as Appendix D. K ey differences that support lower 
forecasts include: density basis using the M SB rather than Anchorage; nominal water and 
sewer availability in the Knik Goose Bay (KGB) Corridor; lower population and 
employment in Port M acKenzie (Port); limited retail in the Port; limited office land use to 
serve local industrial concerns; less extensive and longer term upgrades to the KGB Corridor 
and the Point M acKenzie road.

Compared to independent sources discussed above, K A B A T A ’s assumptions and inputs for 
households and employment are overly optimistic. (See Recommendation No. 1.)

K A B A T A ’s projected traffic growth rate, the KAC market share, the split for commercial 
traffic, and the econom ic growth in the Point M acKenzie area are not supported by 
independent sources.

D L A ’s consultant evaluated the reasonableness o f  K A B A T A ’s traffic projections using the 
Glenn Highway as an indicator o f  the current and potential market for the KAC. The Glenn 
Highway is currently the only effective route into and out o f  Anchorage for trips to and from 
the M SB. The average actual traffic growth rate for the Glenn Highway, calculated by 
DOTPF for 2001 through 2011, was 2.5 percent. Average projected traffic growth rates for 
the KAC, produced by K ABA TA for 2021 through 2040, is significantly higher at five 
percent. The five percent traffic growth rate does not appear to be supported by household 
growth rates or population growth rates. Additionally, D L A ’s consultant concluded that 
K ABATA projects the K A C ’s market share to be approximately 50 percent. N o evidence 
was found to support the 50 percent market share.

Furthermore, K A B A T A ’s estimate o f  a 12 percent split for commercial vehicle traffic is 
outdated and much higher than actual traffic count data supports. Updated traffic count data 
provided by DOTPF suggests a range o f  4.9 to 6.6 percent. This is troubling given that 
commercial vehicles pay a higher toll. Overestimating the split for commercial traffic has the 
effect o f  overestimating projected toll revenues.
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Additionally, D L A ’s consultant concluded that the validity o f  K A BA TA ’s employment 
projections was dependent on strong growth in the Point M acKenzie area. Our review o f  
M SB planning documents indicates K A B A T A ’s employment growth projections for the 
Point M acKenzie area are inconsistent with M SB projections and plans.15 The 2012 MSB  
transportation model data projects the employment level in the Point M acKenzie area to be 
4,515 in 2035. The K A C ’s transportation m odel projects the employment level in the Point 
M acKenzie area to be 14,337 in 2035. O f this total, 13,828 relates to the employment level in 
the Port.

To help evaluate the reasonableness o f  K A B A T A ’s projected econom ic development o f  the 
Port, the projected development was compared to the M SB plan for the Port and the related 
regulations16 for the Port area. The plan and regulations do not allow for the type o f  
development that supports K A BA TA ’s employment projections. (See Recommendation 
N o. 1.)

K A B A T A ’s risk analysis was too limited to provide assurance o f  achieving projected toll 
revenues.

Risk analyses are an important component o f  traffic and toll revenue projections. When 
conducted properly, risk analyses shed considerable light on the likelihood o f  achieving 
different levels o f  traffic and toll revenues. K ABA TA did not conduct a risk analysis with its 
original traffic and toll projections in 2007. The 2011 projections17 evaluated as part o f  this 
audit did include a risk analysis. However, D L A ’s consultant concluded that the set o f  
variables used in the risk analysis was too limited to provide a useful analysis.

l5The MSB 2012 traffic model update and the Port MacKenzie Master Plan Update (February 2011).
]6Matanuska Susitna Borough Code, Chapter 17.23: Port Mackenzie Special Use District.
17 Proposed Knik Arm Crossing Traffic and Toll Revenue Study Update (Wilbur Smith Associates, August 2011).
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E x h i b i t  4

KABATA Cash Flows from KAC for Calendar Years 2017 -  2061

Phase II
Total KABATA KABATA KABATA Toll KABATA Cumulative

Toll Availability Administrative Bonds Debt Collection O&M/ CAPEX Net Surplus/ Net Surplus/
Date Revenues Payments Costs Service Costs Costs (Shortfall) (Shortfall)

Totals $6,715,668,795

N
-

OCOOIs-COcboCOCOoe ($ 261.345.664) ($ 645.550.500) ($ 130.310.614) ($ 142.768.535) $2,232,023,175 $ 0

12/1/2017 16,024,000 (33,712,500) (3,019,041) 0 0 0 (20,707,541) (20,707,541)
12/1/2018 24,543,000 (37,461,000) (3,103,849) 0 0 0 (16,021,849) (36,729,390)
12/1/2019 32,007,000 (43,279,440) (3,191,057) 0 0 0 (14,463,497) (51,192.887)
12/1/2020 38,457,000 (45,170,618) (3,280,734) 0 0 0 (9,994,352) (61,187,239)
12/1/2021 43,317,000 (51,137,442) (3,372,949) 0 0 0 (11,193,391) (72,380,630)
12/1/2022 47,428,000 (53,182,940) (3,467,776) 0 0 0 (9,222,716) (81,603,346)
12/1/2023 51,689,000 (55,310,257) (3,565,289) 0 0 0 (7,186,546) (88,789,892)
12/1/2024 56,124,000 (57,522,668) (3,665,563) 0 0 0 (5,064,231) (93,854,123)
12/1/2025 60,778,000 (59,823,575) (3,768,680) 0 0 0 (2,814,255) (96,668,378)
12/1/2026 67,251,000 (62,216,518) (3,874,718) (21,519,500) 0 0 (20,359,736) (117,028,114)
12/1/2027 73,444,000 (64,705,178) (3,983,762) (21,520,500) 0 0 (16,765,440) (133,793,554)
12/1/2028 79,882,000 (67,293,385) (4,095,897) (21,519,000) 0 0 (13,026,282) (146,819,836)
12/1/2029 86,556,000 (69,985,121) (4,211,212) (21,519,500) 0 0 (9,159,833) (155,979,669)
12/1/2030 93,560,000 (72,784,526) (4,329,797) (21,516,250) 0 0 (5,070,573) (161,050,242)
12/1/2031 99,229,000 (93,471,010) (4,451,746) (21,518,750) 0 0 (20,212,506) (181,262,747)
12/1/2032 106,822,000 (96,524,957) (4,577,155) (21,516,000) 0 0 (15,796,112) (197,058,860)
12/1/2033 114,681,000 (99,700,175) (4,706,122) (21,517,500) 0 0 (11,242,797) (208,301,657)
12/1/2034 122,930,000 (103,000,203) (4,838,750) (21,517,250) 0 0 (6,426,203) (214,727,860)
12/1/2035 131,459,000 (106,433,775) (4,975,143) (21,519,500) 0 0 (1,469,418) (216,197,278)
12/1/2036 137,619,000 (108,671,194) (5,115,408) (21,518,250) 0 0 2,314,148 (213,883,130)
12/1/2037 144,232,000 (110,968,570) (5,259,657) (21,517,750) 0 0 6,486,023 (207,397,107)
12/1/2038 151,137,000 (113,325,323) (5,408,003) (21,517,000) 0 0 10,886,674 (196,510,433)
12/1/2039 158,254,000 (115,740,909) (5,560,563) (21,520,000) 0 0 15,432,528 (181,077,905)
12/1/2040 165,550,000 (118,209,819) (5,717,458) (21,520,500) 0 0 20,102,223 (160,975,683)
12/1/2041 169,688,750 (120,746,912) (5,878,811) (21,517,500) 0 0 21,545,527 (139,430,156)
12/1/2042 173,930,969 (123,346,094) (6,025,781) (21,520,000) 0 0 23,039,094 (116,391,062)
12/1/2043 178,279,243 (126,011,639) (6,176,426) (21,516,500) 0 0 24,574,678 (91,816,384)
12/1/2044 182,736,224 (128,742,533) (6,330,837) (21,516,000) 0 0 26,146,854 (65,669,529)
12/1/2045 187,304,630 (131,537,799) (6,489,108) (21,517,000) 0 0 27,760,723 (37,908,806)
12/1/2046 191,987,245 (134,411,504) (6,651,335) (21,518,000) 0 0 29,406,406 (8,502,400)
12/1/2047 196,786,927 (137,351,768) (6,817,619) (21,517,500) 0 0 31,100,040 22,597,640
12/1/2048 201,706,600 (140,362,414) (6,988,059) (21,519,000) 0 0 32,837,127 55,434,767
12/1/2049 206,749,265 (143,451,979) (7,162,761) (21,515,750) 0 0 34,618,775 90,053,542
12/1/2050 211,917,996 (146,618,387) (7,341,830) (21,516,250) 0 0 36,441,529 126,495,071
12/1/2051 217,215,946 (131,458,175) (7,525,375) (21,518,500) 0 0 56,713,896 183,208,967
12/1/2052 222,646,345 0 (7,713,510) (21,520,500) (11,631,364) (12,221,421) 169,559,550 352,768,517
12/1/2053 228,212,503 0 (7,906,347) (21,520,250) (11,922,148) (12,526,956) 174,336,802 527,105,319
12/1/2054 233,917,816 0 (8,104,006) (21,520,750) (12,220,202) (12,940,806) 179,132,052 706,237,371
12/1/2055 239,765,761 0 (8,306,606) (21,519,750) (12,525,707) (13,166,455) 184,247,243 809,484,614
12/1/2056 245,759,906 0 (8,514,271) 0 (12,838,850) (18,485,367) 205,921,418 1,096,406,032
12/1/2057 251,903,903 0 (8,727,128) 0 (13,159,821) (13,922,721) 216,094,233 1,312,500,265
12/1/2058 258,201,501 0 (8,945,306) 0 (13,488,817) (14,597,231) 221,170,147 1,533,670,412
12/1/2059 264,656,538 0 (9,168,939) 0 (13,826,037) (14,634,413) 227,027,149 1,760,697,561
12/1/2060 271,272,952 0 (9,398,163) 0 (14,171,688) (14,890,614) 232,812,487 1,993,510,048
12/1/2061 278,054,775 0 (9,633,117) 0 (14,525,980) (15,382,551) 238,513,127 2,232,023,175
Source'. KABATA December 2012 Financial Plan
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K A B A T A ’s FY 03 through FY 12 expenditures total approximately $70.4 m illion.

K ABA TA received preliminary planning funds through congressional appropriations. The 
federal funds are administered by the FHW A and matched with $10 million o f  state general 
funds. Additionally, DOTPF provided $8.5 m illion in general fund monies to cover costs that 
are not allow ed for participation under the FHW A federal-aid highway program. This 
includes a DOTPF $7 m illion general fund “loan” for P3 procurement costs not covered by 
the federal program. The DOTPF comm issioner approved the general fund loan o f  $7 million 
to K A BA TA  in 2006. KABATA expended $2.5 million o f  the loan by the end o f  FY 12. In 
September 2012, DOTPF’s commissioner determined that the department did not have the 
legal authority to make loans to itself. (KABATA is organizationally located within 
DOTPF.) The comm issioner forgave the loan and allowed the $2.5 m illion expenditures and 
the $4.5 m illion unexpended balance to be funded by DOTPF’s existing general fund 
appropriations.

Exhibit 5 provides a schedule o f  KAC authorized, expended, and remaining funds through 
June 30, 2012.

Exhibit 5

Knik Arm Crossing Project 
Authorized, Expended, and Remaining Funds 

FY 03 through FY 12

Authorized Expended Remaining
Federal Funds $ 112,572,342 
State General Funds 18,494,082

$ 61,425,631 $ 
8,957,202

51,146,711
9,536,880

Total $ 131,066,424 $ 70,382,833 $ 60,683,591

Public participation in the environmental impact statement (EIS) and the pre-construction 
phases com plied with federal and state requirements.

As discussed in the Background Information section, the KAC planning process included 
input and participation by federal, state, and local agencies; any affected native groups; and 
the general public. Various planning documents were publicly noticed per federal 
requirements. Public comments were considered when finalizing the EIS preferred 
alternative and the record o f  decision.

Additionally, K ABA TA management publicly noticed its board meetings in accordance with 
the Open Meetings Act, 18 Requests for proposals for major contracts (greater than $500,000) 
issued by K ABATA management during FY 04 through February 2012 were publicly 
noticed in accordance with the State Procurement Act}9

18Alaska Statute 44.62.310-312.
19Alaska Statute 36.30.130.
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AND RECOMMENDATION g

Knik Arm Bridge and Toll Authority (K A B A T A ) management should revise traffic and toll 
revenue projections to address deficiencies.

The audit o f  key assumptions and inputs used in K A B A T A ’ s transportation modeling 
process identified several deficiencies regarding the validity o f  assum ptions and inputs used 
as a basis for projecting toll revenues. Deficiencies are as follows.

•  The household levels and growth rate K A B A T A  projected for 2035 were overly 
optimistic when com pared to the household growth rates and levels projected by 
University o f  A laska ’ s Institute o f  Social and Econom ic Research and the State’ s 
Department o f  Labor and W orkforce Development. The discrepancy stems from 
K A B A T A ’s economic growth rate projections in the Point M acKenzie region, 
specifically  in the Port M acKenzie (Port) area.

•  K A B A T A ’s estimated traffic growth rate o f  five percent is significantly higher than 
the actual growth rate o f  2.5 percent based on the Department o f  Transportation and 
Public Facilities’ traffic counts. The differences are partially caused by the anticipated 
growth in population and employment in the Point M acKenzie area.

•  A projected 50 percent K A C  market share o f  traffic is unsupported.

•  The estimate o f  a 12 percent split for commercial vehicle traffic for the K A C  is high
com pared to actual traffic count data for the Glenn Highway which indicates a split o f  
4.9 to 6.6 percent. K A B A T A ’s 12 percent split is based on D O T P F’s 2003 through 
2006 traffic data. Since then, DOTPF has improved its traffic data collection 
m ethodology and now reports much lower traffic count splits that better reflect the 
actual count between personal and commercial vehicles.

•  K A B A T A ’s projected 2035 Point M acKenzie area employment level o f  14,337 is 
significantly higher than the level noted in the M atanuska-Susitna Borough plan o f 
4,515. A  majority o f  K A B A T A ’s employment (13,828) is based on projected Port
economic development which is inconsistent with the Port’ s m aster plan and
regulations.

A ll o f  the above concerns have the effect o f  overstating traffic volume. Overstated traffic 
volum e in K A B A T A ’s modeling process has the effect o f  overstating projected toll revenues.

Recommendation No. 1
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The Federal Highway Administration’ s (FHW A) guidelines for P3s20 state:

Inaccurate or overly optimistic traffic projections and underestimated project 
costs can lead to the development of pro forma financials that appear to justify 
the investment decision, but that do not reflect the project’s actual ability to 
repay debt or to meet equity investor’s return requirements.

Under K A B A T A ’ s planned P3 arrangement, lower than expected toll revenues would 
necessitate the need for additional funding as availability payments must be paid to the 
private partner regardless o f  how much the bridge is used.

In recognition o f  the risk that overstated toll revenues pose to the State, we recommend 
K A B A T A  management revise the traffic and toll revenue projections to address noted 
concerns.

20The FHW A’s Innovative Program Delivery, Risk Assessment for Public-Private Partner ships: A Primer, 
September 10,2012.
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Appendix A - Key Knik Arm Crossing Project Milestones

The significant Knik Arm Crossing (K A C ) Project milestones were identified and discussed 
in the Background Information section. Appendix A  provides a chronological listing o f  those 
m ilestones.

Appendix B - Private Partner Cash Flows Schedule

A ppendix B  is the schedule o f  the projected cash flows for the private partner which is part 
o f  the financial plan. The Knik Arm Bridge and Toll Authority’ s (K A B A T A ) K A C  financial 
plan is d iscussed in the Background Information section.

Appendix C - State Reserve Fund Cash Flows Schedule

Appendix C is the schedule o f  the projected cash flows for the State Reserve Fund which is 
part o f  the financial plan. The schedule assum es the State Reserve Fund will receive a 
$150 million legislative appropriation. K A B A T A ’s K A C  financial plan is discussed in the 
Background Information section.

Appendix D -  Conceptual Differences between Matanuska-Susitna Borough and CDM Smith 
Population and Employment Estimates as Interpreted by Western Demographics

The M atanuska-Susitna Borough (M SB ) consultant, Western Dem ographics, Inc., compared 
the borough’s population and employment estimates with K A B A T A ’s projections. 
Appendix D is the consultant’ s summary o f  the conceptual differences between the borough 
and K A B A T A . The consultant’ s summary supports lower forecasts for M SB  population and 
employment growth than K A B A T A  forecasts.

Appendix E - Division of Legislative Audit Consultant’s Report

A  review o f  key assum ptions and inputs used in K A B A T A ’ s modeling process was 
perform ed in conjunction with an independent consultant hired by the Division o f  Legislative 
Audit (D LA ), Timothy Jam es and A ssociates (T J& A ). T J& A ’s report reviews K A B A T A ’s 
traffic and toll revenue projections.

The follow ing is a correction to the consultant’ s report. The average growth rate in annual 
average daily traffic 2001 through 2011 for the Glenn Highway in Eklutna Flats should be
2.5 percent on the consultant’ s pages 3, 18, 24, and 26 o f  the report.
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Appendix F contains T J& A ’s professional qualifications. A  complete copy o f  the T J& A ’s 
report is included in Appendix E.

Appendix G — The KABATA Consultant’s February 15, 2013, Response to the DLA 
Consultant’s December 22, 2012, Report

K A B A T A  management requested their consultant, CD M  Smith, to review and respond to the 
T J& A ’ s report on K A B A T A ’ s traffic and toll revenue projections. CD M  Sm ith’s response: 
reaffirm ed the economic assum ptions utilized in support o f  its underlying data for the K A C , 
noted that the development o f  the project w as an important economic driver o f  the traffic 
forecasted, and refuted the notion that its projections o f  traffic and toll revenues are 
optimistic.

C D M  Sm ith’ s response in Appendix I gives D LA  perm ission to include their 
February 15, 2013, response in this report.

Appendix H - The DLA Consultant’s Februaiy 27, 2013, Response to the KABATA 
Consultant’s February 15, 2013, Response

D L A  management requested T J& A , to review and comment on CD M  Sm ith’ s 
February 15 ,2 0 1 3 , response. On February 27, 2013, T J& A  provided a point-by-point 
analysis o f  K A B A T A ’s response to T J& A ’ s December 22, 2012, report. Som e clarification 
w as provided in CD M  Sm ith’ s response; however, T J& A  generally reiterated the concern 
that modeling deficiencies persisted.

Appendix 7 -  The KABATA Consultant’s March 6, 2013, Response to the DLA Consultant’s 
Februaiy 27, 2013, Response

CD M  Smith provided additional information pertaining to the disagreement with T J& A  
regarding the data utilized for projections and the risk analysis conducted for the project.

Appendix F  -  The DLA Consultant’s Resume
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A ppendix A

Date

Key Knik Arm Crossing  
Project Milestones

Significant Knik Arm Crossing (KAC) Project Milestones

Jan-2005 The Federal Flighway Administration (FFIWA) issues a notice of intent to prepare the 
environmental impact statement (EIS).

Aug-2005 The Transportation Infrastructure Finance and Innovation Act (TIFIA) loan letter of interest 
(LOI) is submitted for $100 million.

Nov-2005 The FFiWA approves the Scoping Summary Report.
Jun-2006 SLA 2006 authorizes Knik Arm Bridge and Toll Authority (KABATA) to enter into a public- 

private partnership (P3) agreement, issue bonds up to $500 million, and obtain TIFIA loans.
Sep-2006 The FFiWA approves the draft EIS.
Dec-2006 The request for qualifications (RFQ ) is issued for a P3 private partner.
Mar-2007 The Special Experimental Project No. 15 (SEP-15) application is submitted to obtain waivers of 

certain TIFIA procedures.
Mar-2007 There are two qualified responders to the RFQ for a P3 private partner.
Jun-2007 The FFIWA approves the SEP-15 application.
Jul-2007 The FFIWA, Department of Transportation and Public Facilities (DOTPF) and KABATA sign the 

SEP-15 agreement for waivers from certain TIFIA procedures.
Aug-2007 The TIFIA loan application is submitted for $278.7 million.
Oct-2007 The United States Department of Transportation approves a $600 million provisional bond 

allocation.
Dec-2007 The FHWA approves the final EIS.
Apr-2008 The August 2007 TIFIA loan request is denied.
Dec-2009 The TIFIA loan competitive selection process is changed.
Mar-2010 A TIFIA loan LOI is submitted for $279.3 million.
Aug-2010 The Transportation Investment Generating Economic Recovery Act (TIGER) TIFIA loan LOI is 

submitted for $290.4 million.
Aug-2010 A TIGER grant application is submitted for $15 million.
Sep-2010 The March 2010 TIFIA loan LOI is not awarded.
Sep-2010 KABATA applies for and receives National Marine Fisheries Services letter of authorization 

environmental permit related to beluga whale disturbances.
Oct-2010 The TIGER TIFIA August 2010 loan and grant requests are not awarded.
Dec-2010 The FHWA issues a record of decision.
Mar-2011 A TIFIA loan LOI is submitted for $306 million.
Apr-2011 KABATA cancels December 2006 RFQ for a P3 private partner.
Jul-2011 The March 2011 TIFIA loan LOI is not awarded.
Jul-2011 An RFQ for a P3 private partner is issued.

Sep-2011 KABATA applies for a United States Army Corps of Engineers 404 environmental permit.
Oct-2011 A TIGER TIFIA loan LOI is submitted for $310 million.
Oct-2011 A TIGER grant application for $45 million is submitted.
Oct-2011 Three consortiums are selected as qualified to bid on the request for proposal for the P3 

agreement.
Dec-2011 The TIGER TIFIA October 2011 loan and grant requests are not awarded.
Dec-2011 A TIFIA loan LOI is submitted for $308 million.
Feb-2012 KABATA acquires one residential property.
Mar-2012 A TIGER TIFIA loan LOI is submitted for $307 million.
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Appendix A

Date

Key Knik Arm Crossing  
Project Milestones

(Continued)

Significant KA C Project Milestones

Mar-2012 A TIGER grant application is submitted for $20 million.
Apr-2012 The December 2011 TIFIA loan LOI is not awarded.
Apr-2012 KABATA acquires one business property for $2.2 million.
Jun-2012 The TIGER TIFIA March 2012 loan and grant requests are not awarded.
Jul-2012 The TIFIA loan selection criteria is changed to a non-competitive process.
Jul-2012 The change in the TIFIA loan section process negates the July 2007 SEP-15 agreement.

Aug-2012 A TIFIA loan LOI is submitted for $500.5 million.
Aug-2012 KABATA applies for a United States Coast Guard Section 9 environmental permit.

Sept-2012 The Section 401 Water Quality Certificate is issued by Alaska’s Department of Natural 
Resources.

Dec-2012 A credit rating review o fthe  project financial plan commences.
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Appendix B

P riva te P artner Cash F low s fo r  C oncess ion  Term  Years 2017 th ro u g h  2051

Total Private Activity Phase II Phase II
Availability Interest O&M Toll Operations Renewal Bonds Debt TIFIA Debt Developer Developer O&M/ Net Cash

Date Payments Earnings Costs Costs Capex Costs Service Service Debt Service Capex Costs Flows

Totals $ 3 ,3 0 3 ,6 7 0 ,3 0 7 $ 5 8 ,2 2 0 ,3 50 ($ 1 2 2 ,2 28 ,2 5 7 ) ($ 1 9 6 ,7 3 1 ,03 2 ) ($112,054.8501 ($ 73 9 ,4 90 ,32 7) ($ 80 2 ,2 1 9 ,95 1 ) ($ 33 5 ,8 0 1 ,3 4 0 ) ($ 2 5 .1 98 .8 5 5 ) $ 1 ,0 2 8 ,1 6 6 ,0 4 5

12/1/2017 3 3 ,7 1 2 ,5 0 0 1,05 2 ,1 75 (1 ,9 08 ,268) (1 ,746 ,60 0) (8 89 ,19 3) (2 0 ,652 ,9 00) 0 0 0 9 ,56 7 ,7 1 4
12/1/2018 3 7 ,4 6 1 ,0 0 0 1,05 2 ,1 75 (2 ,2 19 ,97 3) (1 ,9 52 ,62 5) (8 90 ,08 4) (2 1 ,501 ,7 69) 0 0 0 11 ,9 4 8 ,7 2 5
12/1/2019 43 ,2 7 9 ,4 4 0 1,05 2 ,175 (2 ,0 70 ,627) (2 ,143 ,27 5) (898 ,535) (21 ,501 ,7 69) 0 0 0 1 7 ,7 17 ,41 0
12/1/2020 45 ,1 7 0 ,6 1 8 1 ,05 2 ,1 75 (2 ,198 ,73 5) (2 ,3 19 ,57 5) (900 ,34 3) (21 ,501 ,7 69) 0 0 0 1 9 ,3 02 ,37 2
12/1/2021 5 1 ,1 3 7 ,44 2 1,05 2 ,1 75 (2 ,159 ,77 4) (2 ,472,300) (901 ,31 6) (2 1 ,501 ,7 69) (1 7 ,129 ,3 18) 0 0 8 ,0 2 5 ,1 40
12/1/2022 53 ,1 8 2 ,9 4 0 1,05 2 ,1 75 (2 ,457 ,23 0) (2 ,616,825) (1 ,2 16 ,14 0) (21 ,666 ,769) (17 ,1 2 5 ,3 1 8 ) 0 0 9 ,1 5 2 ,8 32
12/1/2023 5 5 ,3 1 0 ,2 5 8 1,05 2 ,1 75 (2 ,330 ,51 0) (2 ,7 66 ,47 5) (1 ,217 ,17 3) (23 ,368 ,4 53) (17 ,1 2 1 ,3 1 8 ) 0 0 9 ,5 5 8 ,5 0 4
12/1/2024 5 7 ,5 2 2 ,6 6 8 1 ,05 2 ,1 75 (2 ,6 30 ,13 3) (2 ,924,325) (2 ,4 64 ,24 1) (23 ,787 ,2 65) (17 ,1 1 7 ,3 1 8 ) 0 0 9 ,651,561
12/1/2025 5 9 ,8 2 3 ,5 7 5 1,05 2 ,1 75 (2 ,4 72 ,43 7) (3 ,0 89 ,35 0) (2 ,464,473) (25 ,641 ,7 90) (17 ,1 1 3 ,3 1 8 ) 0 0 10,094,381
12/1/2026 6 2 ,2 1 6 ,5 1 8 1,05 2 ,1 75 (2 ,7 74 ,86 5) (3 ,289,225) (2 ,465 ,60 2) (27 ,177 ,5 58) (17 ,109 ,3 18) 0 0 10 ,4 5 2 ,1 2 5
12/1/2027 64 ,7 0 5 ,1 7 8 1,05 2 ,1 75 (2 ,6 23 ,00 9) (3 ,4 96 ,275) (2 ,458,082) (2 9 ,157 ,3 14) (1 7 ,105 ,3 18) 0 0 1 0 ,917 ,35 5
12/1/2028 67 ,2 9 3 ,3 8 5 1,05 2 ,1 75 (2 ,8 40 ,53 3) (3 ,713 ,57 5) (2 ,459,279) (30 ,902 ,2 16) (1 7 ,101 ,3 18) 0 0 1 1 ,328 ,63 9
12/1/2029 69 ,9 85 ,12 1 1,05 2 ,1 75 (2 ,7 82 ,75 0) (3 ,940 ,10 0) (1 ,206,974) (3 3 ,963 ,2 94) (1 7 ,097 ,3 18) 0 0 12 ,0 4 6 ,8 5 9
12/1/2030 7 2 ,7 84 ,5 2 6 1,05 2 ,1 75 (3 ,223 ,75 6) (4 ,178 ,92 5) (1 ,208,244) (35 ,677 ,5 98) (1 7 ,093 ,3 18) 0 0 1 2 ,4 54 ,85 9
12/1/2031 9 3 ,4 7 1 ,0 1 0 1,052 ,175 (2 ,8 48 ,58 1) (4 ,407 ,50 0) (1 ,209,552) (38 ,153 ,7 23) (1 7 ,089 ,3 18) (1 6 ,7 88 ,6 4 0 ) (98 6 ,4 6 3 ) 1 3 ,0 39 ,40 7
12/1/2032 9 6 ,5 2 4 ,9 5 7 1,052 ,175 (3 ,1 97 ,04 5) (4 ,634 ,02 5) (1 ,962,682) (3 9 ,536 ,4 59) (1 7 ,085 ,3 18) (1 6 ,7 9 0 ,0 90 ) (1 ,0 1 1 ,1 2 4 ) 13 ,3 6 0 ,3 8 9
12/1/2033 9 9 ,7 0 0 ,1 7 5 1,05 2 ,1 75 (3 ,1 32 ,01 1) (4 ,870,800) (1 ,9 64 ,07 0) (41 ,946 ,5 98) (1 7 ,081 ,3 18) (1 6 ,79 1 ,0 8 0 ) (1 ,0 36 ,40 3) 13,930,071
12/1/2034 1 03 ,0 00 ,2 0 3 1,052 ,175 (3 ,6 28 ,36 6) (5 ,119 ,87 5) (1 ,9 65 ,49 9) (4 3 ,992 ,3 96) (1 7 ,0 77 ,3 1 8 ) (1 6 ,7 9 0 ,2 90 ) (1 ,0 62 ,31 3) 14,416,321
12/1/2035 10 6 ,4 3 3 ,7 7 5 1,05 2 ,1 75 (3 ,3 22 ,75 0) (5 ,3 79 ,200) (2 ,0 55 ,33 3) (46 ,721 ,9 18) (1 7 ,073 ,3 18) (1 6 ,7 9 1 ,4 00 ) (1 ,0 88 ,87 0) 15 ,0 5 3 ,1 6 0
12/1/2036 1 08 ,6 71 ,1 9 4 1 ,05 2 ,1 75 (3 ,4 78 ,15 5) (5 ,685,675) (3 ,8 44 ,09 5) (46 ,792 ,7 88) (1 6 ,9 69 ,3 1 8 ) (1 6 ,7 8 7 ,7 60 ) (1 ,1 16 ,09 2) 15 ,0 4 9 ,4 8 6
12/1/2037 1 1 0 ,96 8 ,5 7 0 1 ,05 2 ,1 75 (3 ,5 25 ,10 4) (5 ,955,250) (4 ,944,285) (47 ,384 ,4 80) (17 ,0 6 9 ,3 1 8 ) (1 6 ,7 8 8 ,0 50 ) (1 ,1 43 ,99 4) 15 ,2 1 0 ,2 6 3
12/1/2038 11 3 ,3 2 5 ,3 2 3 3 6 ,1 2 4 ,67 5 (4 ,0 83 ,75 8) (6 ,238,150) (4 ,9 45 ,89 4) (76 ,959 ,7 32) (1 7 ,065 ,3 18) (1 6 ,79 0 ,2 9 0 ) (1 ,1 72 ,59 4) 2 2 ,1 9 4 ,2 6 2
12/1/2039 1 1 5 ,7 4 0 ,9 09 0 (3 ,7 39 ,78 3) (6 ,534,375) (4 ,947,551) 0 (66 ,7 6 7 ,6 3 0 ) (1 6 ,7 9 2 ,5 00 ) (1 ,2 01 ,90 9) 15,757,161

12/1/2040 11 8 ,2 0 9 ,8 1 9 0 (4 ,0 49 ,92 1) (6 ,8 41 ,87 5) (4 ,8 60 ,89 6) 0 (6 8 ,315 ,105) (1 6 ,78 7 ,7 0 0 ) (1 ,2 31 ,95 7) 16 ,1 22 ,3 6 5
12/1/2041 12 0 ,7 4 6 ,9 1 2 0 (3 ,8 28 ,25 3) (7 ,1 65 ,94 4) (3 ,0 75 ,40 9) 0 (71 ,7 0 3 ,3 2 6 ) (1 6 ,7 8 9 ,2 40 ) (1 ,2 62 ,75 6) 16 ,9 2 1 ,9 8 5

12/1/2042 12 3 ,3 4 6 ,0 9 4 0 (4 ,5 96 ,30 6) (7 ,5 05 ,36 3) (2 ,2 26 ,34 5) 0 (7 3 ,571 ,4 20) (1 6 ,789 ,4 80) (1 ,2 94 ,32 5) 17 ,3 6 2 ,8 5 5
12/1/2043 12 6 ,0 1 1 ,6 3 9 0 (4 ,209 ,15 9) (7 ,860,859) (2 ,3 40 ,14 4) 0 (7 5 ,634 ,0 49) (1 6 ,7 9 1 ,1 10 ) (1 ,3 2 6 ,6 8 3 ) 17 ,8 4 9 ,6 3 6
12/1/2044 1 2 8 ,74 2 ,5 3 3 0 (4 ,5 58 ,221) (8 ,233,192) (2 ,3 42 ,06 5) 0 (7 7 ,231 ,1 60) (1 6 ,7 9 1 ,4 90 ) (1 ,3 59 ,85 0) 1 8 ,2 26 ,55 4

12/1/2045 1 3 1 ,53 7 ,7 9 9 0 (4 ,4 65 ,49 7) (8 ,6 23 ,16 2) (2 ,3 44 ,04 4) 0 (6 1 ,258 ,5 37) (1 6 ,7 8 7 ,9 80 ) (1 ,3 9 3 ,8 4 6 ) 3 6 ,6 6 4 ,7 3 3
12/1/2046 1 34 ,4 11 ,5 0 4 0 (5 ,011 ,71 4) (9 ,0 31 ,60 3) (2 ,3 46 ,08 2) 0 (1 15 ,00 0) (16 ,792 ,9 40) (1 ,4 28 ,69 2) 9 9 ,6 8 5 ,4 7 3
12/1/2047 1 3 7 ,3 5 1 ,7 68 0 (4 ,737 ,44 6) (9 ,4 59 ,39 0) (6 ,6 26 ,42 9) 0 0 (1 6 ,7 9 2 ,7 4 0 ) (1 ,4 6 4 ,4 1 0 ) 9 8 ,2 7 1 ,3 5 3
12/1/2048 1 40 ,3 62 ,4 1 4 0 (5 ,130 ,31 8) (9 ,907,439) (9 ,0 64 ,84 3) 0 0 (1 6 ,789 ,4 10) (1 ,5 01 ,02 0) 9 7 ,9 6 9 ,3 8 5
12/1/2049 1 4 3 ,4 5 1 ,9 79 0 (5 ,025 ,95 6) (1 0 ,376 ,7 10) (9 ,067,070) 0 0 (16 ,7 8 9 ,6 5 0 ) (1 ,5 3 8 ,5 4 5 ) 1 0 0 ,6 54 ,0 4 8
12/1/2050 1 4 6 ,6 1 8 ,3 86 0 (5 ,822 ,46 1) (1 0 ,868 ,2 08) (9 ,069,363) 0 0 (1 6 ,789 ,5 00) (1 ,5 77 ,00 9) 1 02 ,4 91 ,8 4 5
12/1/2051 1 31 ,4 58 ,1 7 5 0 (5 ,1 44 ,85 2) (1 1 ,3 8 2 ,9 87 ) (9 ,2 13 ,52 0) 0 0 0 1 0 5 ,7 16 ,8 1 6

Source: KABATA December 20 1 2  Financial Plan
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A ppendix C

Date
Beginning
Balance

State

Excess
Revenues

Reserve Fund Cash Flows for 2014 through 2061

Interest @ State Draw on 
3.000% Replenish Reserve

General Surplus 
Withdrawals

Ending
Balance

Totals $150,000,000 $2,448,220,452 $90,200,527 $41,186,141 ($216,197,278) ($2,513,409,842) $ 0

12/1/14 150,000,000 0 4,500,000 0 0 0 154,500,000
12/1/15 154,500,000 0 4,635,000 0 0 0 159,135,000
12/1/16 159,135,000 0 4,774,050 0 0 0 163,909,050
12/1/17 163,909,050 0 4,917,272 0 (20,707,542) 0 148,118,780
12/1/18 148,118,780 0 4,443,563 0 (16,021,849) 0 136,540,494
12/1/19 136,540,494 0 4,096,215 0 (14,463,497) 0 126,173,212
12/1/20 126,173,212 0 3,785,196 0 (9,994,351) 0 119,964,057
12/1/21 119,964,057 0 3,598,922 0 (11,193,392) 0 112,369,587
12/1/22 112,369,587 0 3,371,088 0 (9,222,715) 0 106,517,959
12/1/23 106,517,959 0 3,195,539 0 (7,186,547) 0 102,526,951
12/1/24 102,526,951 0 3,075,809 0 (5,064,232) 0 100,538,528
12/1/25 100,538,528 0 3,016,156 0 (2,814,254) 0 100,740,430
12/1/26 100,740,430 0 3,022,213 0 (20,359,734) 0 83,402,908
12/1/27 83,402,908 0 2,502,087 0 (16,765,441) 0 69,139,555
12/1/28 69,139,555 0 2,074,187 0 (13,026,282) 0 58,187,459
12/1/29 58,187,459 0 1,745,624 0 (9,159,833) 0 50,773,250
12/1/30 50,773,250 0 1,523,198 0 (5,070,573) 0 47,225,875
12/1/31 47,225,875 0 1,416,776 6,407,492 (20,212,506) 0 34,837,637
12/1/32 34,837,637 0 1,045,129 17,092,608 (15,796,112) 0 37,179,262
12/1/33 37,179,262 0 1,115,378 11,282,105 (11,242,797) 0 38,333,948
12/1/34 38,333,948 0 1,150,018 6,020,842 (6,426,203) 0 39,078,605
12/1/35 39,078,605 0 1,172,358 383,094 (1,469,418) 0 39,164,639
12/1/36 39,164,639 2,314,147 1,174,939 0 0 0 42,653,726
12/1/37 42,653,726 6,486,023 1,279,612 0 0 0 50,419,360
12/1/38 50,419,360 10,886,674 1,512,581 0 0 0 62,818,615
12/1/39 62,818,615 15,432,528 1,884,558 0 0 (13,066,466) 67,069,236
12/1/40 67,069,236 20,102,224 2,012,077 0 0 (25,196,099) 63,987,438
12/1/41 63,987,438 21,545,527 1,919,623 0 0 (26,632,756) 60,819,832
12/1/42 60,819,832 23,039,093 1,824,595 0 0 (24,779,365) 60,904,155
12/1/43 60,904,155 24,574,678 1,827,125 0 0 (26,318,006) 60,987,951
12/1/44 60,987,951 26,146,855 1,829,639 0 0 (27,886,631) 61,077,814
12/1/45 61,077,814 27,760,724 1,832,334 0 0 (29,501,280) 61,169,592
12/1/46 61,169,592 29,406,406 1,835,088 0 0 (31,147,116) 61,263,970
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Appendix C

Date
Beginning
Balance

State Reserve Fund Cash Flows for 2014 through 2061
(Continued)

Excess Interest @ State Draw on 
Revenues 3.000% Replenish Reserve

General Surplus 
Withdrawals

Ending
Balance

12/1/47 $ 61,263,970 $ 31,100,040 $ 1,837,919 $ 0 $ 0 $ (32,845,750) $61,356,179
12/1/48 61,356,179 32,837,127 1,840,685 0 0 (34,582,704) 61,451,288
12/1/49 61,451,288 34,618,775 1,843,539 0 0 (45,565,697) 52,347,904
12/1/50 52,347,904 36,441,530 1,570,437 0 0 (90,359,871) 0
12/1/51 0 56,713,896 0 0 0 (56,713,896) 0
12/1/52 0 169,559,550 0 0 0 (169,559,550) 0
12/1/53 0 174,336,801 0 0 0 (174,336,801) 0
12/1/54 0 179,132,052 0 0 0 (179,132,052) 0
12/1/55 0 184,247,243 0 0 0 (184,247,243) 0
12/1/56 0 205,921,417 0 0 0 (205,921,417) 0
12/1/57 0 216,094,233 0 0 0 (216,094,233) 0
12/1/58 0 221,170,146 0 0 0 (221,170,146) 0
12/1/59 0 227,027,149 0 0 0 (227,027,149) 0
12/1/60 0 232,812,487 0 0 0 (232,812,487) 0
12/1/61 0 238,513,127 0 0 0 (238,513,127) 0

Source: KABATA December 2012 Financial Plan
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Appendix D

Conceptual Differences Between Mat-Su* & CDM Smith** Population & Employment 
Estimates As Interpreted by Western Demographics, Inc.*** - 4/30/12

Mat-Su Pop / Employment Estimates
Purpose - To Plan and Time Capital 
Improvements Focusing on Roads 
Throughout the Mat-Su Borough

Local Micro Economic Model

Traditional Job Growth Model Linked to 
Local Conditions

Verified with Local Information from 
Business People, Realtors, Bankers, Land 
Use and Transportation Planners. Borough 
Ordinances and Community Plans

Reconciles to 2035 ISER Over-all Mat-Su 
Growth Control Totals

Density Basis - Mat-Su Borough

Nominal Domestic Water and Sewer 
Availability in KGB Corridor. Estimates 
Based on On-site Well / Septic and Small- 
scale Utility Districts Similar to Settler's Bay

Smaller Amounts o f Residential in KGB 
Corridor
Smaller Population and Employment in 
Port MacKenzie

Smaller Population and Employment in 
Greater Port MacKenzie

Limited Retail in Port District

Limited Office Land Use to Serve Local 
Industrial Concerns

Less Extensive and Longer-Term 
Upgrades to KGB and PMR (Point 
MacKenzie Road) Proposed

Linkage of PMR to North Assumed to be 
Burma Rd. North Big Lake Rd.

CDM Smith Pop / Employment Estimates

Purpose - To Estimate Bridge Toll Revenue 
from Crossings

Regional Macro Economic Model 
Regional Model Based on Anchorage / Mat­
Su Regional Statistical Area (RSA) 
Environment

Derived from Expected Spill-over of 
Anchorage Growth Expectations Given 
Flousing Cost Differential and Flousing and 
Industrial Land Shortages in Anchorage

Reconciles to 2035 ISER Control Totals 
with Growth Emphasis on Southwest 
Quadrant
Density Basis - Anchorage

Assumes Domestic Water and Sewer 
Availability Will Develop to Suit Prescribed 
Density

Larger Amount of Residential in KGB 
Corridor
Larger Population and Employment in Port 
MacKenzie

Larger Population and Employment in 
Greater Port MacKenzie 
Larger-scale Retail in Port District - 
Estimates Predated Port Plan and 
Regulations

More Extensive Office Land Uses

More Extensive and Shorter-Term 
Upgrades to KGB and PMR (Point 
MacKenzie Road) Potentially Necessary

Linkage of PMR to North Undefined

Mat-Su * - Mat-Su traffic model estimates predominantly developed and refined by Mat-Su Traffic 
Modeling Consultant - HDR, Inc.
CDM Smith ** - Formerly Wilbur Smith and Associates (WSA) - Estimates developed for KABATA 
Western Demographics, Inc. *** - Mat-Su Borough Build-out and Demographic Consultant (WDI)

WDI Interviewed most parties involved in the development of the two estimates during April of 
2012 and observed the listed conceptual differences.____________________________________________

Source: Document provided by Mat-Su Borough Planning Department
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A p p e n d i x  E

THE KNIK ARM CROSSING:
AN INDEPENDENT REVIEW OF 

TRAFFIC AND TOLL REVENUE PROJECTIONS

- 3 9 -



Proposed Knik Arm Crossing, Traffic and Toll Revenue Study Update State of Alaska

Executive Summ ary

The purpose o f th is report is to  objectively review the 2017-2051 tra ffic  and to ll revenue projections fo r 
the Knik Arm Crossing (KAC) presented by Knik Arm Bridge and Toll Authority  (KABATA).1 The tra ffic  and 

to ll revenue projections fo r 2017-2036 were developed by W ilbur Smith Associates (WSA).2

This review evaluates the projected tra ffic  and to ll revenues fo r the KAC as summarized in WSA's 2011 
report Proposed Knik Arm Bridge: Traffic and Toll Revenue Forecast (2011), and an August 2012 

m emorandum assuming a 2017 launch date, including the ir process o f derivation from  earlier WSA 

studies.

Based on the various WSA reports, the review concludes th a t the tra ffic  and to ll revenue projections fo r 

KAC are optim istic.

This review recommends im plem entation o f eight changes to  the assumptions, inputs and modeling 

used in the curren t projections. These are:

•  Examine road conditions such as instance delay m inutes on alternative tr ip  assignments) in the 
MSA th roughou t the  study period as tra ffic  levels rise.

•  Update the origin-destination pairings.

•  Revise downwards the forecast growth in households during the study period in line w ith  ISER 

grow th rates.

• Revise downwards the forecast growth rate in em ploym ent during the study period in line w ith  

ISER grow th rates.

•  Update the gasoline prices used in vehicle operating cost estimates, and give additional 
consideration to  a lternative scenarios fo r fu tu re  gasoline price levels th roughout the  study 

period.

•  Adjust value o f tim e estimates fo r changes in real income over the  study period.

•  Enhance the risk analysis, to  include a w ider set o f input variables w ith  well-specified 

d istributions in the M onte Carlo simulations.

• Commission an independent organization to produce tra ffic  and to ll revenue projections based 

on m odeling fo r the  period 2037 through 2051.

This review suggests six clarifications fo r the current projections. These are:

•  The high dependence o f the  tra ffic  and to ll revenue projections on strong economic 
developm ent and population growth in the Point MacKenzie area, north o f it, and to  the south 

and w est o f Wasilla and Houston.

1 KAC Pro Forma Financial Model, August 20 2012.
2 In 2 0 1 1  WSA was acquired by CDM Smith.

T i m o t h y  J a m e s  &  A s s o c i a t e s
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•  The disparity between average annual growth rate in the base 2012 memorandum projections 
post-20 203 (5.0%) and the average grow th rate in AADT 2001-2011 fo r Glenn Highway at Eklutna
Flats is (1 93°/)  ̂■^0//° amount noted has been retracted. The average growth rate in AADT 2001-2011 for the Glenn Highway

in Eklutna Flats should be 2.5 percent.
•  The disparity between the commercial vehicle/passenger vehicle split used in the studies

(approximately 12%) and the tra ffic  count data fo r Glenn Highway at Eklutna Flats
(approximately 5%).

•  The constant commercial vehicle/passenger vehicle split used in the studies throughout the 
study period.

•  The optim ality o f a constant real to ll o f $5 throughout the study period.

•  The difference in im p lic it elasticities between the 2007 and 2011 reports and the usage o f the 
2007 report elasticities in the 2011 projections.

3 After the "ramp-up" period has ended. 
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Proposed Knik Arm Crossing, Traffic and Toll Revenue Study Update State of Alaska

1. Scope and Method

The purpose o f th is report is to  objectively review the 2017-2051 tra ffic  and to ll revenue projections fo r 

the Knik Arm Crossing (KAC) presented by Knik Arm Bridge and Toll Authority  (KABATA).4 The tra ffic  and 
to ll revenue projections fo r 2017-2036 were developed by W ilbur Smith Associates (WSA).5 This is an 
essential prerequisite, prior to  the appointm ent o f a DBFO contractor by the KABATA, to design, build, 
finance, operate and maintain the  Knik Arm Crossing (KAC).

In particular, it considers the reasonableness of the projected tra ffic  and to ll revenues fo r the KAC as 
summarized in the fo llow ing  tw o  reports:

•  Proposed Knik Arm Bridge: Traffic and Toll Revenue Forecast (2011), W ilbur Smith Associates

•  M em orandum : Traffic and Revenue Update Assuming Year 2017 Opening fo r the Proposed Knik 
Arm Crossing, CDM Smith, August 23, 2012

The evaluation also encompasses the projections, and the  process o f the ir derivation, in the Proposed 
Knik Arm Bridge: Traffic and Toll revenue Forecast (2007), W ilbur Smith Associates, and a prelim inary 
report published in 2005. All sources are listed in the Principal Sources section o f th is report.

Beginning w ith  a b rie f description o f the KAC project, which is currently in the pre-construction phase, 
this review offers a summary description o f the methods employed by WSA to  produce the projections 
in 2011, alongside a general evaluation o f the modeling fram ework and its internal consistency.

The va lid ity o f the  assumptions and inputs used in the modeling process are then examined. These 
include actual and planned road improvements, current population/household levels and forecast 
grow th rates, em ploym ent levels and forecast growth rates, vehicle operating costs (VOC), value of tim e 
(VOT), and, revenue days.

An exam ination and evaluation o f WSA's 2011 tra ffic  and to ll revenue forecasts is provided, using Glenn 
Highway as a good indicator o f the  size o f the current6 potentia l "m arket" fo r the KAC. Reference is also 
made to  the forecast growth in the Matanuska-Susitna area, identified by WSA's 2005 report as the 
KAC's core trip  a ttraction target market, and WSA's to ll elasticity calculations.

The risk analysis input variables employed by WSA as part o f a M onte Carlo simulation are examined, 
including th e ir specification and profile.

A series o f recommendations and clarifications which, if implemented, could enhance the valid ity of 
WSA's 2011 report are made.

4 KAC Pro Forma Financial Model, August 20 2012.
5 In 2 0 1 1  WSA was acquired by CDM Smith.

6 "Current" in the sense of absent significant population growth in th e Port MacKenzie area.

T i m o t h y  J a m e s  &  A s s o c i a t e s
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It is im portant to  note tha t access to  WSA's models and modeling fram ework used to  produce the 2011 
tra ffic  and to ll revenue projections was not granted as part o f this independent review. Sufficient 

in form ation is available in the reports available, however, to  perform  this review.

T i m o t h y  J a m e s  &  A s s o c i a t e s
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2. The Knik Arm Crossing (KAC) Project

The Knik Arm Crossing is a 2.7 mile vehicular to ll bridge which would span the Knik Arm o f Upper Cook 

Inlet, approxim ately one mile north o fth e  Port o f Anchorage. First mooted in the 1950s, the proposed 
bridge would  connect the Port o f Anchorage to  Point MacKenzie in Matanuska-Susitna Borough - th e  
35th fastest growing county in the United States. The tw o  locations are currently separated by 90 miles 

o f road, but the proposed 2.7 mile bridge would support fre ight-m obility , and improve regional 
operations serving a irport, m ilita ry and consumer needs.7

The Port o f Anchorage is a critical link between the U.S. and Alaska, providing an estimated 90% o fth e  
merchandise cargo to  80% o f Alaska's populated areas. It also provides essential fuel supplies to  the 
Anchorage and south-central area, and is the entry point fo r many goods and cargos distributed to  rural 

Alaskan communities. The Port is located just north o f Ship Creek near dow ntow n Anchorage on the 
Knik Arm o fth e  Cook In let o fth e  Pacific Ocean.8

7 Source: http://www.knikarm bridge.com
8 Sources: http://www.knikarm bridge.com  and Wikipedia (http://en.wikipedia.org/wiki/Port_of_Anchorage).

7
T im o th y  Ja m es  &  A sso c ia te s  December 22, 2012
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12. Anchorage has a population o f 291,825, consisting o f 107,332 households and 70,554 families. The 

racial makeup o f Anchorage is 66% W hite, 5.6% Black or African American, 7.9% Native American, 8.1% 
Asian, 2.0% Pacific Islander, 2.3% o ther races, and 8.1% tw o  or more races.9

13. Approxim ately one th ird  o f Anchorage households include children under the age o f 18. 48.4% contain 
married couples living together, 11.7% a female householder w ith  no husband present, and 34.3% non­

families. 24.9% o f all households have single occupants, and 4.9% have someone living alone aged 65 or 

older. The average household size is 2.64 and the average fam ily size is 3.19.10

14. The age profile o f Anchorage is 26% under the age of 18, 16.9% in the ir twenties, 13.8% in the ir thirties, 
14.4% in the ir forties, 14.1% in th e ir fifties, and 7.2% 65 years o f age or older. The median age is 32.9 

years. For every 100 females, there are 103.2 males.11

15. Matanuska-Susitna Borough (often referred to  as the Mat-Su Borough) is one o f the few  agricultural 
areas o f Alaska. It has a population o f 88,995, consisting o f 31,824 households and 22,579 families (US 
Census Bureau, 2010). The borough seat is Palmer and the largest city is Wasilla. The racial makeup of 
Mat-Su Borough is 84.9% W hite, 1% Black or African American, 5.5% Native American, 1.2% Asian, 0.2% 

Pacific Islander, 0.7% o ther races, and 6.5% tw o  or more races.12

16. Approxim ately 35.3% o f Mat-Su Borough households include children under the age o f 18. 56.6% of 
households contain married couples living together, 8.7% a female householder w ith  no husband 
present, and 29.1% non-fam ilies. 22.3% o f all households have single occupants, and 5.6% have 
someone living alone aged 65 or older. The average household size is 2.75 and the average fam ily size is 

3.23.13

17. The age profile o f Mat-Su Borough's population is 28.9% under the  age o f 18, 12.2% in th e ir twenties, 
13.1% in the ir th irties, 14.9% in th e ir forties, 15.3% in the ir fifties, and 7.90% 65 years o f age or older. 
The median age is 34.8 years. For every 100 females, there are 107.18 males.14

18. Historically, in the absence o f a connection across the Knik Arm, growth in the region has been 
northeasterly along the east side o f the inlet, and also along the Parks Highway in Wasilla. Growth in 

Point Mackenzie to  date has not been realized.15

9 Source: U.S. Census Bureau, 2010 Census.
10 Source: U.S. Census Bureau, 2010 Census.
11 Source: U.S. Census Bureau, 2010 Census.
12 Source: U.S. Census Bureau, 2010 Census.
13 Source: U.S. Census Bureau, 2010 Census.
14 Source: U.S. Census Bureau, 2010 Census.
15 Source: Wilbur Smith Associates (2005), Knik Arm Bridge Preliminary Traffic and Toll Revenue Study.
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3. KAC Traffic and Toll Revenue Projection Framework -  Summary and Evaluation

19. WSA used a four-stage classical urban transportation planning fram ework to  produce the various tra ffic  
and to ll revenue projections, including the 2007 and 2011 variations.

This is an industry-standard, ubiquitous framework employed for this area of transportation 
planning/engineering.

20. In general, the fo u r step transportation planning fram ework contains the fo llow ing sequential elements:

• Trip generation: th is focuses on need creation, to estimate the number o f trips made by a range 
o f purposes, such as employment, leisure, shopping, etc.

• Trip distribution: this analyzes the origins and destinations o f trips.

• Modal choice: th is considers the range o f options open to  groups and individuals fo r the ir
journeys (e.g. bus, car, rail, personal car, etc.).

• Route assignment: this evaluates the most cost-effective means o f travel, in terms o f both tim e 
and cost, which does not always equate to  the shortest route available.

21. WSA's model fo r developing the tra ffic  and to ll revenue projections is based on the HDR Alaska, Inc. 
regional transporta tion  model which seems to  date to  2000. This is itse lf based upon tw o prior 
transportation models -  the Anchorage M etropo litan Area Solutions (AMATS) and the Mat-Su travel 
demand models.

The scope of this review did not include the HDR Alaska, Inc. regional transportation model or its 
precedents.

22. The HDR regional transporta tion  model was built in TransCad but converted into CUBE Voyager by WSA 
fo r use w ith  to ll algorithms.

TransCad and CUBE Voyager are both well-known and respected transportation planning software.

23. The study area used was the Anchorage M etropo litan Statistical Area (MSA).

This is wholly appropriate since the majority of traffic using the current road transportation system, or
indeed likely to use it given the building of the KAC, would be drawn from this geography.

24. The WSA model divides the MSA into approximately 600 Traffic Analysis Zones (TAZ).

This seems appropriate and the TAZs seem well-defined.

T i m o t h y  J a m e s  &  A s s o c i a t e s
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The representation o f the road transportation netw ork in the study area was developed using the HDR 

regional transportation model from  2000 as a base. The various sources were then updated to  create a 
2005 network representation in the base WSA model. The representation was updated in both the 2007 

and 2011 to  reflect proposed and actual changes to  the road transportation netw ork over the study 
periods. The WSA model assumes the KAC and accessing roadways would be expanded from  2 to  4 

lanes in 2030.

The information sources consulted for this updating seem comprehensive and appropriate.

The representation o f the road conditions evident on the road transportation network in the study area 

appear entire ly based on a 2005 base year. Although WSA seem to  have made strenuous efforts in this 
regard, it must be noted th a t speed, delay and congestion conditions may well have changed 

significantly over the intervening seven year tim e span.

This may make some ofthe parameters within the model related to network conditions questionable.

Using the HDR regional transportation model from  2000 as a starting point, WSA calibrated the ir model 
fo r the ir base year o f 2005 mainly using an origin-destination travel survey conducted during tha t year.

Given the vintage of this calibration, some of the parameters relating to origin-destination pairings 
within the model may be questionable due to the long-run nature of the projections. For example, 
particular zones may mutate over the study period to become strong attractors of trips if entertainment 
or retailing opportunities are enhanced in those TAZs. WSA's modeling is industry-standard -  this is a 
deficiency ofthe general approach.

The prim ary inputs in tr ip  generation and tr ip  d istribu tion steps o f WSA's model are the number of 

households and the level o f em ploym ent by TAZ. Essentially the WSA model uses some simple 
regression analysis to  estimate the relationship among trips in the study area (as the dependent 
variable) and households and employm ent. The resulting estimated relationship is then used to  forecast 

trips based on predictions o f households and employm ent. Clarification was sought16 o f the nature of 
the  regression analysis conducted but the inform ation provided in the CDM Smith memorandum of 
October 18, 2012 was insuffic ient to  evaluate the regression analysis performed. Forecast to ta l trips are 
then allocated to  TAZ by a Fratar (adapted growth factor) method. The updating is done fo r 5-year 

increments, w ith  in terpo lation fo r the intervening years.

Model updates were thus reliant on the quality of the estimated regression equation about which 
insufficient information was made available.

WSA did not pay any a ttention  to  modal choice during the creation o f the ir model -  th a t is, Step 3 in the 
generic four step transportation planning fram ework described above.

16 In the process of this review through contact with CDM Smith.
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Given the nature ofthe modal splits for the study area, this is appropriate.

30. Step 4 (route  assignment) in the WSA approach is reliant on accurate road transportation network 
modeling, value o f tim e and vehicle operating costs inputs.

No assessment can be made ofthe way in which these were incorporated into the modeling because the 
actual WSA models were not available for auditing.17

31. The study period fo r the 2007 version o fth e  tra ffic  and to ll revenue projections was 2012 through 2030. 

For the 2011 version, the study period was 2016 through 2035. The tra ffic  and to ll revenue projections 
fo r the period 2036 through 2051 were directly produced by KABATA.

This is somewhat troublesome since the independence of the forecasting and the expertise with which it 
was produced could be questioned.

17 However, the time and distance savings estimated associated with the bridge/no bridge scenarios in the 2 0 0 7  report seem 

curious. More explanation of how these were derived would be useful. Take, for example, Table 1 7  in the 2 0 0 7  report for a 

journey betw een Knik Fairview Area and th e  Eagle River Area in 2 0 1 2 . Data presented on this particular journey suggests an 

average speed "With Bridge" of approximately 43m ph (52.6  miles in 7 3 .4  minutes) whereas "No Bridge" has an average speed 

associated with it of approximately 31m ph (3 9 .6  miles in 76 .5  minutes). Thus for this specific origin-destination pairing, despite 

the fact that "No Bridge" entails a journey th at is shorter by 13 miles than the "With Bridge" journey, there is a tim e saving in 

favor of the "With Bridge" journey of 3 .1  minutes.
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4. Assumption Validity

32. This section examines the va lid ity o f the assumptions/inputs used in the modeling process. The inputs 
examined were actual and planned road network improvements, population/household levels and 

forecast growth rates, employm ent levels and forecast growth rates, vehicle operating costs (VOC) and 

value o f time.

4.1 Actual and Planned Road Network Improvements

33. WSA's 2007 report consulted 5 primary sources to compile a list o f transportation network 

improvements up to  and including 2030. These were:

•  Anchorage M etropo litan Area Transportation Solutions (AMATS) Transportation Improvem ent 

Plan (TIP), 1998-2000.

•  M unicipality o f Anchorage TIP 2005-2009.

•  M unicipality o f Anchorage Long Range Transportation Plan (LRTP), 2010-2025.

•  Mat-Su LRTP, 2025.

•  Confirmation o f Projects from  Alaska Departm ent o f Transportation (DOT).

These are all reputable sources.

34. This resulted in the identification o f 40 projected improvements w ith in  the M unicipality o f Anchorage 

and 5 projected improvements in Mat-Su Borough.

This seems appropriate and well-defined.

35. Two o f the im provements originally modeled to  occur in 2005 were completed by the tim e o f WSA's 
2011 review -  the 15th Avenue reconstruction and Arctic Road expansion in the M unicipality of 
Anchorage. Since th a t tim e, 8 o f the 9 projects listed fo r 2012 in the M unicipality o f Anchorage TIP have 
been completed. The one exception appears to  be the Independence Drive extension. This is based on 

Table 4-1 o f the 2035 M etropo litan Transportation Plan. Completion o f the local street reconstruction 
in the vicin ity o f the proposed KAC site, identified in the M unicipality o f Anchorage LRTP 2010-2025, is 

also unconfirmed.

This generally supports the accuracy of the network improvements identified by WSA for 2012.

36. W ork on o ther netw ork improvements, originally identified by WSA to  occur in or by 2015 have either 

started or occasionally been completed. These include the  Old Seward Highway reconstruction (404), 
the Dowling Road extension (416), the Boniface Parkway extension (604), and at least part o f the 100th 

Avenue extension (418).
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WSA appears to  have overlooked the M uldoon Road improvements (Tudor Road to Glenn Hwy), the 
Arctic Boulevard surface rehabilitation (Fireweed Lane to  International A irpo rt Road) and the 
reconstruction o fth e  Lake Otis Parkway/Tudor Road intersection in its original network assumptions.

Some minor modifications are needed to update and enhance the accuracy of WSA's network 
improvement assumptions, post-2012.

4.2 Socioeconomics (Households and Employment)

The tw o  inputs used by WSA to  drive demand (total trips) fo r the transportation system in the study 
area are the num ber o f households and the level o f employment. Forecasts fo r these tw o  variables 
were generated in a common fram ework and are therefore  discussed together in th is section.

Numerous sources were consulted to  construct the  household and em ploym ent forecasts used in both 
the 2007 and 2011 reports. These included the Institute o f Social and Economic Research at the 
University o f Alaska, Anchorage, Northern Economics, the Alaska Department o f Labor and Workforce 
Development and Woods and Poole Economics.

These are all reputable sources.

These base sources were analyzed and supplemented by a study carried out by Insight Research 
Corporation in 2007. The socioeconomic variables were updated in the 2011 report to  reflect more 
recent evidence on population and employment. Tables 1 and 2 below summarize the forecasts from  
various sources, including the tw o WSA studies fo r households and em ploym ent in the event tha t the 
KAC was built.

Table 1: Households
Households

ISER 2005 ISER 2009 WSA 2007 
Report

WSA 2011 
Report

2010-2035 Growth Rate 1.60% 1.70%
2010-2030 Growth Rate 1.50% 2.20%
2035 Levels 199,700 217,300
2030 Levels 207,100 225,585

A comparison o f the  2035 and 2030 levels in Table 1 shows th a t the 2007 report had inflated estimates 
o f the likely num ber o f households in the study area fo r 2030. Although the forecast growth rate fo r the 
number o f households in the study area was revised downwards in the 2011 report, it was still above 
the ISER forecast by at least 17,000.

The forecast growth for households during the study period in the study area seems optimistic.

T i m o t h y  J a m e s  &  A s s o c i a t e s
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A comparison o f the ISER's employm ent growth rate forecast w ith  the 2007 study also suggests a level 
o f optim ism. The 2011 study adjusted the growth rate o f em ploym ent downwards to  1.2%, but this was 

still above the grow th rate forecast by the ISER.

Table 2: Employment
Employment

ISER 2005 ISER 2009
WSA 2007 

Report
WSA 2011 

Report
2010-2035 Growth Rate 1.10% 1.20%

2010-2030 Growth Rate 1.31% 1.60%

2035 Levels 307,100 250,900

2030 Levels 231,100 246,300

The 2011 report forecast growth rate in employment seems slightly optimistic.

The previous comments relating to  the forecast levels o f em ploym ent and the number o f households in 
over the study period are reinforced by an examination o f the population forecasts produced by the 
ISER and the Alaska Departm ent o f Labor and W orkforce Development. Table 3 below illustrates.

Table 3: Population
Population

ISER 2005 ISER 2009
WSA 2007 

Report
WSA 2011 

Report
AK Labor 

Dept. 2011
2010-2035 Growth Rate 1.40% 1.60% 1.30%

2010-2030 Growth Rate 1.70% 2.20%

2035 Levels 522,100 557,100 517,45218

2030 Levels 550,500 613,200

Table 3 clearly demonstrates tha t the ISER and Alaska Departm ent o f Labor and W orkforce 
Development broadly agree on the population growth rate in the study area over the study period and, 

indeed, the absolute level in 2035. WSA's forecast population in the study area in 2030, presented in 
th e ir  2007 report, was over 90,000 more than the ISER and Alaska Departm ent o f Labor and W orkforce 
Development fo r 2035. In the ir 2011 report, WSA reduced the forecast population growth, but it still 
remained optim istic. This was reflected in the  household and em ploym ent forecast growth rates in the 

study area used to  generate WSA's projections.

18 Estimate is for 2034. 
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4.3 Vehicle Operating Costs (VOC)

VOC estimates were derived from  National Energy Inform ation Adm inistration and American 
Autom obile  Association (AAA) data. The principal elements used to  calculate the VOC were the price of 
gasoline, average fuel economies and other vehicle maintenance costs.

These sources are appropriate.

The in form ation  used to  derive VOC estimates dates to  2009 and 2010.19 Neither the 2007 nor the 2011 

reports contained any mention o f using forecasts fo r the price o f gasoline, changes in average fuel 
economies or o ther vehicle maintenance costs over the study period.

This seems inappropriate given the importance of VOC in route assignment.

4.4 The Value of Time (VOT)

The VOT estimates used in the WSA model were derived from  a stated preference study (carried out by 
Resource Systems Group, Inc. (RSG)) which took place between April and June 2007. VOT derived from 
stated preference studies is quite  common. However, there is an ongoing debate as to  the re liab ility of 
the stated preference estimates o f VOT generally.

While the stated preference study carried out appears to have been appropriately conducted (and is not 
part of the scope of this review), the accuracy of the VOT estimates cannot be confirmed until revealed 
preference data is available. The availability o f this data is critica lg iven the importance of VOT 
estimates in WSA's model.

The VOT estimates fo r 2007 and the updates used in the 2011 study were compounded annually to 
account fo r inflation. However, VOTs are also somewhat dependent on real income.

WSA's estimates of VOT make no allowance for changes in real income over the study period among the 
different income groups within the study area.

19 In the 2 0 1 1  version.
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5. Traffic and Toll Revenue Examination

This section evaluates the actual tra ffic  and to ll revenue projections in a 2012 update20 o f WSA's 2011 
report, based on an examination o f the projections themselves and indirect indicators from  o ther 

sources of likely tra ffic  levels in the study area.21 This evaluation lacks some detail since access to  WSA's 

actual models was not granted.

5.1 Traffic Projections

Table 4 details the  estimated annual average daily tra ffic  (AADT) projections in the 2012 memorandum. 

Putting these annual average daily tra ffic  projections into context is useful.

Table 4: WSA 2012 KAC Estimated Annual Average Daily Transactions (AADT)
Year Passenger Car Commercial Vehicle Total Transactions22 Growth Rate

2017 5,900 800 6,700

2018 8,800 1,200 10,000 49.3%

2019 11,300 1,500 12,800 28.0%

2020 13,100 1,800 14,900 16.4%

2021 14,300 2,000 16,300 9.4%

2022 15,400 2,100 17,500 7.4%

2023 16,500 2,200 18,700 6.9%

2024 17,600 2,300 19,900 6.4%

2025 18,700 2,400 21,100 6.0%

2026 19,800 2,700 22,500 6.6%

2027 21,000 2,900 23,900 6.2%

2028 22,200 3,100 25,300 5.9%

2029 23,400 3,300 26,700 5.5%

2030 24,600 3,500 28,100 5.2%

2031 25,900 3,500 29,400 4.6%

2032 27,100 3,700 30,800 4.8%

2033 28,300 3,900 32,200 4.5%

2034 29,500 4,100 33,600 4.3%

2035 30,700 4,300 35,000 4.2%

2036 31,700 4,300 36,000 2.9%

2037 32,400 4,400 36,800 2.2%

2038 33,100 4,500 37,600 2.2%

2039 33,800 4,600 38,400 2.1%

2040 34,500 4,700 39,200 2.1%

20 In a memorandum from CDM Smith on August 23 , 2 0 1 2 , "Traffic and Revenue Update Assuming Year 2 0 1 7  Opening for the 

Proposed Knik Arm Crossing".

21 This discussion references the 2 0 1 1  study and 2 0 1 2  update interchangeably as the 2 0 1 2  update is based on the 2 0 1 1  study.

22 There is a "ramp-up" factor in operation in the table for the years 2 0 1 7  through 2 0 1 9 .
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Glenn Highway is currently the only effective route into and out o f Anchorage fo r trips to  and/from  

Matanuska-Susitna and all o ther destinations to  the north o f Anchorage, as illustrated in Figure 2 below.

Figure 2: Eklutna to Anchorage Route

Glenn Highway is therefore a good indicator o f the size o f the current23 potentia l "m arke t" fo r the KAC. 
Traffic count data was provided in the 2011 Annual Traffic Volume Report (Central Region) produced by 
the Alaska Depart o f Transportation and Public Facilities fo r Glenn Highway at Eklutna Flats.24 Table 5 
below illustrates AADT data fo r Glenn Highway at Eklutna Flats fo r the period 2001 through 2011.

23 "Current" in the sense of absent significant population growth in the Port MacKenzie area.

24 At this traffic count location, there are no intersections to make interpretation complex.
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Table 5: AADT Glenn Highway at Eklutna Flats, 2001 - 2011

Year AADT Growth Rate
2001 23,079

2002 24,600 6.59%

2003 25,782 4.80%

2004 26,249 1.81%

2005 27,028 2.97%

2005 27,570 2.01%

2007 28,506 3.39%

2008 27,454 -3.69%

2009 28,495 3.79%

2010 29,644 4.03%

2011 29,572 -0.24%

53. Taking the 2020 KAC memorandum projections fo r AADT (14,900) and comparing it w ith  the  analogous 
2011 tra ffic  count data (29,572) gave a "m arke t share" o f over 50% fo r KAC. It is im portant to  note tha t 
these AADT figures are not completely comparable. Inevitably, the  AADT figures fo r Glenn Highway at 
Eklutna Flats w ill grow and, o f course, building the KAC w ill engender grow th in population and 

em ploym ent in the Point MacKenzie area.

Nevertheless this illustrates how attractive the KAC would need to be to generate the AADT in the 2012 
projections. This also suggests that WSA's projections may be somewhat optimistic.

54. AADT's grow th rates in the tw o  series were more comparable. The average annual growth rate in the 
base 2012 AADT memorandum projections post-202025 was 5.0%. The average growth rate in AADT 
2001 through 2011 fo r Glenn Highway at Eklutna Flats was 1.93% in the count data. One possible 
explanation fo r the strong grow th rate in the  2012 memorandum projections was the forecast 
household grow th rate o f 3.8% in Mat-Su. However, this was still below the 2012 memorandum 
projections growth rate Of 5.0%. The 1.93% amount noted has been retracted. The average growth rate in AADT 2001-2011 for the

Glenn Highway in Eklutna Flats should be 2.5 percent.

This requires some intuitive explanation. Once the KAC has been completed and in operation for some 
years, it is difficult to see traffic growing at a much higher rate than for the current route.

55. To assess the  market fo r the KAC, the  2005 report was very instructive. It pointed out th a t "Wasilla is 

beyond the area o f influence fo r the bridge"26, and tha t "Houston is a pivot po in t"27. This indicated tha t 
the core area fo r tr ip  attraction fo r the KAC would lie to  the south and west o f the Wasilla/Houston 
area.28 Current route journeys and tim es, plus the KAC alternatives, are shown in Figures 3 and 4.

25 After the "ramp-up" period has ended.

26 See page 3 and Figure 5.

21 See page 3 and Figure 4.

28 This makes the locations used to carry out the origin-destination survey in 2 0 0 7  curious. The question would be why 

locations within the target area were not used.

State of Alaska

i
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Figure 3: Houston to Anchorage Current and KAC Routes

State of Alaska

Figure 4: Wasilla to Anchorage Current and KAC Routes
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Assuming TAZs 59, 96-104,107,124 and 591-597 are representative o f this area, in form ation about the 

expected number o f households and the ir growth in the study period was provided by WSA in a 
comm unication in 2012.29 Table 6 below details the estimates.

Table 6: WSA Household Estimates in Target TAZs and Study Area
2020 2025 2030 2035

Point MacKenzie Target TAZs 10,115 15,312 19,180 22,763
Study Area 168,123 189,123 202,452 217,309

W hile there was obviously strong growth estimated predicated on the opening o f the KAC, the  forecast 
to ta l households in Point Mackenzie target TAZs compared to  the study area as a whole remains small. 

The 2012 m em orandum and 2011 report projections fo r tra ffic  and toll revenues were therefore 
dependent to a large extent on economic development in the ta rget TAZs.

Essentially the traffic and toll revenue projections are highly dependent on growth in the Point 
MacKenzie area south and west of Wasilla and Houston.

Examination o f the 2012 memorandum projections showed an approximate 12% split fo r commercial 
tra ffic  fo r the KAC in the expected, low and high scenarios and across the entire  study period.30 No 
explanation o fth e  derivation o f th e  12% figure was provided in the  2011 report, o r its constant nature. 
A split o f tra ffic  count data was provided in the 2011 Annual Traffic Volume Report (Central Region) 
produced by the Alaska Depart o f Transportation and Public Facilities fo r Glenn Highway at Eklutna Flats. 
This data suggested tha t the proportion o f commercial tra ffic  ranged from  4.91 to  6.62% in 2011.

Given the much higher toll to be paid by commercial vehicles, the disparity between WSA's figure and the 
2011 traffic count observations is troubling and requires explanation/investigation.

5.2 Toll Projections

To determ ine projections fo r to ll revenue, WSA's 2011 report perform ed a series o f tra ffic  assignment 
runs using to ll rates ranging from  $3-$7 fo r passenger vehicles, 2015 -  2035.31 WSA's preference fo r a 
$5 optim al passenger vehicle to ll im plic itly assumed that the  to ll e lasticity for th a t price was unity.32

One troubling aspect, however, is that this figure was constant throughout the study period. It is more 
likely that the optimal real toll will vary throughout the study period in response to travel changes 
influenced by income and population fluctuations in the study area, and the availability of substitute 
routes. It would be useful for WSA to explain their reasoning behind a constant real toll o f $5.

29 Excel spreadsheet Knik Arm Updated SE Data ZonalJBase) for Kabata + Legis.xlsx supplied by Kazem Oryani, CDM Smith.

30 Even in the "ramp-up" period of 2 0 1 6  through 2 0 18 .

31 Presumably the same process was carried out for the 2 0 1 2  memorandum projections of toll revenue.

32 By definition in Economics.
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The 2007 report contained a series o f to ll elasticities based on the outturns o f tra ffic  assignment runs 
sim ilar to  those used in the 2011 report, all o f which were less than unity. This suggested th a t the 
revenue maximizing to ll level in the 2007 report should have been above the maximum $6 input in those 

runs. WSA's apparent fa ilure to  reach maximum to ll revenue was illustrated by Figures 28 and 29 in 
th e ir 2007 report, where to ll revenue continued to  rise above the $6 passenger vehicle level.

There needs to be some explanation of the difference in implicit elasticities between the 2007 and 2011 
studies and WSA's use ofthe 2007 report's elasticities in the 2011 projections.
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6. Risk Analysis Evaluation

Risk analyses are an im portant component in any tra ffic  and to ll revenue projection study. When 

conducted appropriately, they shed considerable light on the likelihood o f achieving d iffe ren t levels of 

tra ffic  and to ll revenues.

6.1 Extent of Monte Carlo Simulation

The 2007 report did not include a risk analysis. The 2011 report included a M onte Carlo simulation- 

based risk analysis, apparently using the fo llow ing variables:

•  Base, low and high tra ffic  levels derived from  the three household and em ploym ent growth 

scenarios.

•  The value o f time.

•  Revenue days.

The M onte Carlo simulation was run fo r each five-year incremental projection to  generate a probabilistic 

profile  fo r tra ffic  and to ll revenue over the study period.

This seems to be a very limited set of variables to examine a risk analysis of this nature. A fuller risk 
analysis would include the critical input variables that formed part ofthe models used in generating the 
traffic projections.

6.2 Input Variable Specifications

The 2011 report offered very little  explanation o f the way in which the base, low and high tra ffic  levels 
were used in WSA's M onte Carlo simulation. The report implied tha t three points in the tra ffic  
d istribu tion  were used fo r each risk analysis year, but does not specify the nature o f the  d istribu tion. In 
a subsequent memorandum o f October 18, 2012 CDM Smith explained tha t they had generated four 
tra ffic  projections (one each fo r the base, low and high socio-economic variables and one fo r a VOT at 

70% o f th a t used in the base case), assumed a normal d istribu tion and then calculated the mean and 
standard deviation fo r the tra ffic  projection d istribu tion  tha t was used in the M onte Carlo simulations 

using th is in conjunction w ith  the revenue days input variable. Using a single "reduced fo rm " tra ffic  
projection d istribution as one o f just tw o  input variables rather than household and em ploym ent growth 

as input variables in the  risk analysis inevitably restricts the variance o f the tra ffic  and to ll revenue 
estimates generated. Revenue days were specified as a truncated normal d istribu tion, ranging from  a 

m inim um  o f 300 to  a maximum o f 365, and a mean o f 331.8.

The two input variables in the Monte Carlo simulation are not well specified and inevitable restrict the 
variation the distribution of traffic levels in the outputs exhibits.
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6.3 Monte Carlo Simulation Risk Profiles

The M onte  Carlo simulation outputs exhibit normal d istributions w ith  means tha t are approximately the 

same as those fo r the base case tra ffic  scenario (as would be expected). The variance o f the normal 
d istribu tions generated was interesting since it indicates tha t the high and low tra ffic  level scenarios 
used as inputs were approxim ately one standard deviation e ither side o f the mean.33 Table 7 below 
compares projections developed in the three scenarios on the left-hand side w ith  the outcome of the 
M onte Carlo simulation on the  right-hand side fo r 2020 and 2035.

Table 7: Projections and Risk Analysis Comparisons
Scenarios Risk Analysis

2035 Transactions
Low 9,964,500 11,522,500 25%

Expected 13,140,000 13,135,600 50%
High 15,184,000 14,774,400 75%

2020 Transactions
Low 5,219,500 5,387,400 25%

Expected 5,949,500 5,946,100 50%
High 6,789,000 6,488,100 75%

The lack o f variation in the risk analysis and its sim ilarity to  the expected, low and high projections in the 
scenarios is an ind irect indication th a t insufficient variables were used to  generate the risk analysis.

In its current specification, the risk analysis adds little to the study beyond that provided in the base, low 
and high traffic and toll revenue projections.

33 For a standard normal distribution one standard deviation on either side of the mean would capture approximately 68%  of 

the distribution around the mean.

23
T im o th y  Ja m es &  A sso c ia te s  December 22, 2012

-6 1  -



Proposed Knik Arm Crossing, Traffic and Toll Revenue Study Update State of Alaska

7. Recommended Changes and Clarifications

7.1 Recommended Assumption and Modeling Changes

To add va lid ity to  the forecasts, the fo llow ing changes to  WSA's assumptions/inputs and modeling 

procedure are recommended:

If feasible, road conditions (for instance delay minutes on alternative tr ip  assignments) in the 

study area should be examined th roughou t the study period as tra ffic  levels rise.

An updating o f the origin-destination pairings may be appropriate given the vintage o f the 

original study.

An independent organization should produce tra ffic  and to ll revenue projections based on 

modeling fo r the period 2037 through 2051.

The forecast grow th in households during the  study period used in the modeling should be 
revised downwards in line w ith  ISER growth rates.

The forecast grow th rate in em ploym ent during the study period used in the modeling should be 
revised downwards in line w ith  ISER growth rates.

Gasoline prices are an im portant component o f VOC estimates. These should be updated, and 
additionally consideration be given to a lternative scenarios fo r fu tu re  gasoline price levels 

th roughou t the study period.

VOT estimates should be adjusted fo r changes in real income over the study period among the 
d iffe ren t income groups w ith in  the study area.

The risk analysis is inadequate and should include a w ider set of input variables w ith  well- 
specified d istributions in the M onte Carlo simulation.

7.2 Clarifications

To dem onstrate the robustness or otherw ise o f WSA's projections, the fo llow ing  clarifications are 

recommended:

•  The high dependence o f the tra ffic  and to ll revenue projections on strong economic 

developm ent and population growth in the Point MacKenzie area, north o f it, and to  the south 

and west o f Wasilla and Houston.

•  The disparity between average annual grow th rate in the base 2012 memorandum  projections 

post-202034 (5.0%) and the average growth rate in AADT 2001-2011 fo r Glenn Highway at
The 1.93% amount noted has been retracted. The average growth rate in AADT 2001-2011 for the

Eklutna Flats is (1.93%). . , . r11 „  . ...Glenn Highway in Eklutna Flats should be 2.5 percent.
•  The disparity between the  commercial vehicle/passenger vehicle split used in the studies 

(approxim ately 12%) and the tra ffic  count data fo r Glenn Highway at Eklutna Flats 
(approxim ately 5%).

34 After the  "ramp-up" period has ended. 

Timothy James & Associates
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•  The constant commercial vehicle/passenger vehicle split used in the studies th roughout the 
study period.

•  The optim ality  o f a constant real to ll o f $5 throughout the study period.

•  The difference in im p lic it elasticities between the 2007 and 2011 reports and the usage o f the 
2007 report elasticities in the 2011 projections.

T i m o t h y  J a m e s  &  A s s o c i a t e s
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8. Summary Conclusions

69. Based on the WSA reports as they are currently drafted, th is review concludes th a t the tra ffic  and to ll

revenue projections fo r KAC seem optim istic.

70. This independent review suggests six clarifications. These are:

•  The high dependence o f the tra ffic  and to ll revenue projections on strong economic 
developm ent and population growth in the Point MacKenzie area, north o f it, and to  the  south 

and west o f Wasilla and Houston.

•  The disparity between average annual growth rate in the base 2012 memorandum projections 

post-202035 (5.0%) and the average growth rate in AADT 2001-2011 fo r Glenn Highway at
The 1.93% amount noted has been retracted. The average growth rate in AADT 2001 -2011 for the 

Eklutna Flats is (1.93/6). Q|enn Highway in Eklutna Flats should be 2.5 percent.
•  The disparity between the commercial vehicle/passenger vehicle split used in the studies 

(approxim ately 12%) and the tra ffic  count data fo r Glenn Highway at Eklutna Flats 

(approxim ately 5%).

•  The constant commercial vehicle/passenger vehicle split used in the  studies th roughout the 

study period.

•  The op tim ality  o f a constant real to ll o f $5 throughout the study period.

•  The difference in im p lic it elasticities between the 2007 and 2011 reports and the usage o f the 

2007 report elasticities in the 2011 projections.

71. This independent review makes eight recommendations to  enhance the  valid ity o f WSA's reports and
KABATA's post-2036 projections. These are:

•  Examine road conditions such as instance delay m inutes on alternative tr ip  assignments) in the 
MSA th roughou t the study period as tra ffic  levels rise.

•  Update the origin-destination pairings.

•  Revise downwards the forecast growth in households during the  study period in line w ith  ISER 

growth rates.

•  Revise downwards the forecast growth rate in employm ent during the  study period in line w ith  

ISER growth rates.

•  Update the gasoline prices in VOC estimates, and give additional consideration to a lternative 

scenarios fo r fu tu re  gasoline price levels th roughou t the study period.

•  Adjust VOT estimates fo r changes in real income over the study period.

•  Enhance the risk analysis, to  include a w ider set o f input variables w ith  well-specified 

distributions in the M onte Carlo simulation.

•  Commission an independent organization to produce tra ffic  and to ll revenue projections based 

on m odeling fo r the period 2037 through 2051.

35 After the "ramp-up" period has ended. 

Timothy James & Associates
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Appendix F

Resume

Timothy Jon JAMES

CURRENT POSITIONS_______________________________________________________________________
Research Professor - Departm ent o f Economics, Arizona State University
D irector of Research and Consulting - L. W illiam Seidman Research Institute, Arizona State University 

QUALIFICATIONS

B.A. Economics (University of Warwick)
M.A. Economics (University o f Warwick)
Ph.D. Economics (University of Southampton)
International Teachers' Programme (Bocconi University)
Cert.Ed. (University o f Sheffield)

CAREER HIGHLIGHTS

Director, Economics and Business Solutions - Halcrow Group Ltd.
Associate Consultant (part-tim e) - Oxford Economic Research Associates (OXERA)
Research Fellow - Advanced Railway Research Centre 
Lecturer (Professor) in Economics - University o f Sheffield, UK 
Associate Consultant (part-tim e) - Maxwell Stamp, PLC 
Lecturer (Professor) in Economics - Loughborough University, UK 
Lecturer (Professor) in Economics - University o f Stirling, UK 
Visiting Researcher - Transport Studies Unit, University o f Oxford 
P ro fessor o f  Econom ics - Lyon G raduate  School o f Business, France

Advisor to : the Prime M in is ter o fth e  UK, the European Commission, the BBC, the Commonwealth 
Secretariat and the Rail Passengers Council.

SELECTED RELEVANT PROJECT WORK

Evaluating PPPs in the US - Pew Center on the States, USA
Principal advisor to the Pew Center on the merits of PPP deals conducted in the US and their global comparators.

Design and evaluation of a P3 for New Jersey State Turnpike and Garden State Parkway -  State of New Jersey, 
USA
Principal advisor to the State of New Jersey on the design of a P3 for four major roads in the State of New Jersey.

Arizona's Infrastructure Requirements and Funding Alternatives: 2008-2032 - Arizona Investment Council, USA
Director of a project examining Arizona's infrastructure requirements in water, energy, transportation and 
telecommunications over the 25 years from 2008.

i-69/TTC Chief Economist (TxDOT), USA - Chief Economist
Chief Economist on a ($50m) P3 project to build a transport and utilities corridor with private sector participation in 
Texas.

Due Diligence on $ lb n  P3 Concession Contract (Goldman Sachs), Chicago, USA -  Principal Economist
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Demand forecasting (including panel data econometrics) and the construction/validation of a financial evaluation 
model.

TTC-35 Rail Proposal (P3) Validation (TxDOT), USA - Principal Economist
Evaluated a private sector proposal (P3) for the construction of rail infrastructure on the TTC-35 corridor. 

Southwestern Franchise Rail Franchise (P3) Re-Letting (DfT Rail), UK-Team Leader
Extensive advisory role to the DfT on its re-franchising of Southwest Trains and Island Line. Work involves 
evaluation of the current franchise, preparation of the definition of the future franchise and evaluation of all 
franchise bids.

Financial Appraisal - Iraq Grand Port (Hanna Sheikh Holding Corporation), Dubai -  Project Manager
Evaluation of the financial case for the construction a new port in southern Iraq with a capital cost of up to $13bn.

Funding the Railways: Looking Years Ahead (Rail Passengers Council), UK -  Project Manager
This work involves writing two reports on the future prospects for British railways and includes detailed modelling 
of the funding required to sustain potential growth over the next twenty years.

The Development of Market Models for Increased Competition in Railroad Passenger Traffic (SJ and Oxford 
University), Sweden -  Principal Consultant
Development of market models for increased competition in railroad passenger traffic and their use in the 
assessment ofthe options for the Swedish rail system.

British Multi-Modal Transport Model (Oxford Economic Research Associates), UK -  Principal Consultant
Involved the construction of a strategic level multi-modal transport model for Britain including air, bus, coach, rail 
and road. Model employed by policymakers and commercial enterprises in forming strategic business plans and 
policy.

A Railway Renaissance? (Institute of Public Policy Research), UK -  Project Manager and Director
Entailed the assessment of the prospects for the British rail industry of proposed re-franchising of passenger train 
operating companies through wide consultation with government, regulatory authorities and members of the 
railway industry.

British Railway Modelling and Assessment (BBC), UK -  Project Manager and Director
The project entailed the detailed modelling of the British railway system and an assessment of its current and 
future performance. The outputs were used in a number of BBC TV and radio programmes.

Competition Policy Briefing (Commonwealth Secretariat), Commonwealth -  Project Manager
Preparation of a competition policy briefing document for use at the Commonwealth finance ministers Ottawa 
meeting.

Passenger Demand Forecasting Handbook Update (Rail-OR), UK -  Project Manager
Modelled and estimated passenger demand for the entire UK rail network using state-of-the-art econometrics. The 
study provided a major input to the Passenger Demand Forecasting Handbook (PDFH) produced by Rail-OR for use 
by all new passenger TOCs in Britain.

Transport Regulation and Environmental Analysis (ESRC), European Union -  Principal Consultant
Comparative study ofthe transport regulatory environment in the UK, Holland and Germany over a period of six 
months.
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February 15, 2013
CONF IDENTIAL

Mr. Michael L. Foster, P.E.
Chairman of the Board 
Knik Arm Bridge and Toll Authority 
820 East 15t1' Avenue 
Anchorage, Alaska 99501

CDM Smith's response in Appendix I gives DLA permission 
to include this February 15, 2013, response in this report.

Subject: Response to the Independent Review of Traffic and Toll Revenue Projections
by Timothy James & Associates

Dear Mr. Foster:

Thank you for the opportunity to help respond to the confidential draft management letter 
summarizing the legislative audit’s preliminary findings. This management letter was directed to 
you from Ms. Danna Moser, CPA, of the Legislative Budget and Audit Committee, Division of 
Legislative Audit, dated February 1, 2013. Our response is to the report titled "The Knik Arm 
Crossing: An Independent Review of Traffic and Toll Revenue Projections," prepared by Timothy 
James & Associates, dated December 21, 2012, and included in the letter as Attachment D.

Many of the issues contained in this independent review pertain to the assumptions that CDM 
Smith used to prepare the traffic and toll revenue estimates. Some of the issues raised are centered 
on our assumptions and inputs to the travel demand model. We hope to clarify the reasons behind 
the assumptions we made and to demonstrate the reasonableness and conservative nature of our 
assumptions and approach. Toward that end, while we have many technical and nontechnical 
comments and reactions to this independent review, we will limit our responses to the "suggested 
clarifications" and "recommendations" presented in the concluding section. We first present the 
comments directly from the independent review in italics, followed by our response.

Suggested Clarifications from Timothy James & Associates
* The high dependence of the traffic and toll revenue projections on strong economic development 

and population growth in the Point MacKenzie area, north o f it, and to the south and west of 
Wasilla and Houston.

The traffic and toll revenue estimates associated with the Knik Arm Crossing [KAC] are by 
design highly dependent on socio-economic conditions in the Point MacKenzie area. This area 
is expected to experience a growth spurt once the KAC opens to traffic.

WATER + ENVIRONMENT + TRANSPORTATION + ENERGY + EACIUTSES
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T he KAC will co n n e c t th e  M unicipality  o f A nchorage  an d  M atanuska-S usitna  (M at-Su) 
B orough  a t  P o in t M acK enzie. L ow er M at-Su B orough  is e ssen tia lly  an  u n d ev e lo p e d  
"g reen fie ld ,” th a t  w ill g ro w  rap id ly  as a c o n se q u e n c e  o f  th e  KAC. T ravel b e tw e e n  th e  tw o  
a re as , w ith in  ey esig h t o f  each o th e r, c u rre n tly  r e q u ire s  up  to  a 90 m ile tr ip  by  ro a d  a ro u n d  
th e  Knik A rm  o f th e  U p p er Cook Inlet. C o n s tru c tio n  o f th e  KAC w ill sign ifican tly  re d u c e  trav e l 
tim es a n d  h av e  a m a jo r im p ac t on so c io -eco n o m ic  d ev e lo p m e n t in lo w e r  M at-Su B orough  an d  
P o in t M acK enzie in p a r tic u la r. T his a re a  will b e  tra n s fo rm e d  from  large ly  o p e n  la n d  in to  a 
m uch  m o re  d ev e lo p e d  a re a  w ith  re s id e n tia l, com m erc ia l, in d u stria l a n d  re ta il ac tiv ity . T h ere  
a re  a lre ad y  a n u m b e r  o f on -going  an d  p la n n ed  d e v e lo p m e n ts  (includ ing  th e  P o rt, th e  ra il link  
an d  c o rrec tio n a l c e n te r)  an tic ip a tin g  th e  KAC open ing . O ver tim e, land  d e v e lo p m e n t w ill be 
re o r ie n te d  from  th e  re c e n t  h is to ric  p a t te rn  a lo n g  th e  u p p e r  w e s t s ide o f  th e  Knik A rm  o f Cook 
In le t in  the  K nik -F airv iew  a re a  to  M at-Su B orough  n e a r  th e  KAC. The o p en in g  o f th e  KAC w ill 
help  re so lv e  th e  s h o r ta g e  o f  in d u s tria l a n d  re s id e n tia l land  in th e  A nchorage bow l.

T he in flu en ce  of th e  KAC on land  d e v e lo p m e n t p a t te rn s  has  b ee n  recogn ized  since  p ro jec t 
in cep tio n . T ra n sp o r ta t io n  p la n n e rs  h av e  p re p a re d  land  d ev e lo p m e n t p la n s  w ith  an d  w ith o u t 
th e  KAC. In 200 7 , CDM S m ith  em p lo y ed  th e  se rv ic e s  o f  an  in d e p e n d e n t eco n o m ist, In sig h t 
R esearch  C o rp o ra tio n , to  p re p a re  fo re ca s ts  o f  d ev e lo p m e n t. T heir w o rk  w a s  b ased  on e a r lie r  
s tu d ie s  p e rfo rm e d  by  N o rth e rn  E conom ics an d  th e  In s titu te  o f Social an d  E conom ic R esearch  
(ISER) a t  th e  U n iversity  o f A laska. T he ch ief e c o n o m is t fo r In sigh t R esearch  C o rp o ra tio n  
v is ited  A nchorage  an d  in te rv iew ed  local dec ision  m ak ers , p lann ing  d ire c to rs  an d  rea l e s ta te  
ex p e rts . This re se a rc h  w as  an im p o r ta n t  p a r t  o f o u r  s tu d y . In 2011, CDM S m ith  u p d a te d  th e  
re su lts  to  re flec t m o re  re c e n t in fo rm a tio n  on p o p u la tio n  a n d  em ploym en t. In a d d itio n  to  
th o se  trav e lin g  to  th e  lo w e r  M at-Su B orough, th e  KAC will a lso  se rve th ro u g h  tr ip s  an d  a c t as 
a re lie v e r  for co n g ested  ro a d s  on th e  o th e r  side  o f the  Inlet, specifically  th e  G lenn H ighw ay.

• The disparity between average annual growth rate in the base 2012 memorandum projections 
post-2020 [after the "ramp-up" period has ended] [5.0%) and the average growth rate in AADT 
2001-2011 for Glenn Highway at Eklutna Flats is [1.93%).

In o rd e r  to  clarify  th is  po in t, T ab le  1 sh o w s h is to ric a l traffic  coun ts on  G lenn H ighw ay  a t  
E k lu tna  F lats an d  tra ffic  fo re ca s ts  fo r th e  KAC. T he av e rag e  annua l p e rc e n t change  (AAPC) 
b e tw e e n  2001  an d  20 1 1  is 2 .5% ; n o t 1 .93% . Also, s in ce  th is  tim e p erio d  in c lu d es  th e  effects 
o f th e  G rea t R ecession, th e  av e rag e  a n n u a l g ro w th  r a te  b e tw e e n  2001 an d  2 0 0 7  w a s  3 .6%  p e r  
y ea r. T his is p e rh a p s  m o re  re p re se n ta t iv e  of th e  p e rio d .

Typically  traffic  v o lu m es on s ta r t -u p  facilities g ro w  fa s te r  th a n  traffic v o lu m e s on m o re  
m a tu re , e s ta b lish e d  ro ad w ay s . T h is is a lm o s t a lw ays tru e  in p e rc en ta g e  te rm s , s ince  th e  
vo lu m es a re  low  to  s ta r t  and  th e  sam e a m o u n t o f  g ro w th  will be a h ig h e r  p e rc e n t. T h is is 
fre q u e n tly  tru e  in a b so lu te  te rm s, since  it  ta k es  tim e  for th e  ad v a n ta g es  o f a n e w  to ll ro ad  to  
be rea lized  ( re fe rre d  to  as  th e  "ram p -u p " p e r io d )  an d  it ta k es  even lo n g e r tim e  for peo p le  to
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a d ju s t  th e ir  lo c a tio n  p a t te r n s  in re sp o n se  to  th e  n ew  tra n s p o r ta t io n  facility. The KAC will 
se rv e  as  an  a l te rn a tiv e  ro u te  for som e traffic  cu rre n tly  u s in g  th e  G lenn H ighw ay. It w ill also 
se rv e  a  ra p id ly  g ro w in g  s h a re  of tra ffic  b e tw e en  A nchorage  an d  lo w e r M at-Su Borough.

Table 1
Average Daily Traffic

at G lenn Highway and Proposed Knik Arm Crossing

KAC Glenn Highway Screen Line
KAC

Year Traffic  Increase Traffic Increase Total AAPC Share

Traffic Counts
2001 23,079 23,079
2002 24,600 24,600 6.6
2003 25,782 25,782 4.8
2004 26,249 26,249 1.8
2005 27,028 27,028 3.0
2006 27,570 27,570 2.0
2007 28,506 28,506 3.4
2008 27,454 27,454 -3.7
2009 28,495 28,495 3.8
2010 29,644 29,644 4.0
2011 29,572 29,572 -0.2

Traffic P rojections
2020 14,900 29,300 44,200 4.6 34%
2025 21,100 6,200 34,900 5,600 56,000 4.8 38%
2030 28,100 7,000 41,900 7,000 70,000 4.6 40%
2035 35,000 6,900 46,500 4,600 81,500 3.1 43%

AAPC
2001-2007 3.6% 3.6%
2001-2011 2.5% 2.5%
2011-2020 -0.1% 4.6%
2020-2025 7.2% 3.6% 4.8%
2025-2030 5.9% 3.7% 4.6%
2030-2035 4.5% 2.1% 3.1%
AAPC is "average annual percentage change"
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T he ta b le  a lso  sh o w s a su m m a ry  o f  the  fo re c a s ts  o f  traffic  on the  KAC an d  th e  G lenn H ighw ay 
a t  th e  sam e lo ca tio n  as th e  coun ts. T h is is a "screen  line" th a t  ru n s  ac ro ss  th e  In le t. A fter th e  
"ram p -u p " p erio d , th e  ex p ected  av e rag e  an n u a l g ro w th  ra te  on th e  sc re e n  lin e  b e tw e e n  2020 
an d  2 0 2 5  is 4 .8%  p e r  y e a r  o r  an  in c re ase  o f  1 1 ,800  veh icles p e r  day o v e r th e  five y e a r  p erio d , 
w ith  m o s t o f th e  g ro w th  h a p p e n in g  on th e  KAC [7 .2%  p e r  y e a r  o r  6 ,200 v eh ic le s  p e r  day) an d  
le ss  on G lenn H ighw ay (3 .6%  p e r  y e a r  o r  5 ,600  veh ic les p e r  day). The e x p e c ted  av erag e  
a n n u a l g ro w th  ra te s  b e tw e e n  2025  an d  2 0 3 0  a re  lo w e r  a t  4 .6%  p e r  y e a r  fo r th e  sc re e n  line o r
1 4 ,000  veh ic les p e r  day o v e r  th e  five y e a r  p e rio d . B etw een  2 0 3 0  an d  203 5 , th e  ex p ec ted  
a n n u a l g ro w th  ra te s  a re  low er, a t  3 .1%  fo r  th e  sc re e n  line, as  th e  pace o f  d ev e lo p m e n t 
su b s id e s . O nce again , m o s t o f th e  g ro w th  occu rs  on  th e  KAC. Traffic v o lu m es a re  a lw ays 
h ig h e r  on th e  G lenn H ighw ay d u rin g  th e  fo re c a s t p erio d . It is im p o r ta n t to  n o te  th a t  g ro w th  
ra te s  on s ta r t -u p  facilities a re  typ ically  h ig h e r  in p e rc e n ta g e  te rm s  th a n  th e  g ro w th  ra te s  on 
e s ta b lish e d  ro a d w a y s  b ec au se  th e  s ta r t in g  v a lu es a re  low er.

* The disparity between the commercial vehicle/passenger vehicle split used in the studies 
(approximately 12%) and the traffic count data fo r Glenn Highway at Eklutna Flats 
(approximately 5%).

T he 2 0 0 7  P ro p o se d  Knik Arm  B ridge S tudy  an a ly sis  w as  based  upon  av a ilab le  veh icle  
c lassifica tion  d a ta  p ro v id e d  by  A laska D e p a rtm e n t o f T ra n sp o r ta t io n  a n d  P ub lic  Facilities 
(DOT&PF) from  its  p e rm a n e n t re c o rd e r  s ta tio n s . T ab le  2 sh o w s the  veh ic le  classification  d a ta  
from  th e  s ta tio n  on th e  Glenn H ighw ay a t  E k lu tn a  Flats, w h ich  w as ava ilab le  from  2003  
th ro u g h  200 6 . F or th is  ana ly sis , com m erc ia l veh ic les co n s is t o f C lasses 4 th ro u g h  13, i.e., all 
veh ic les w ith  th re e  o r  m o re  axles in c lu d in g  tw o  ax le veh icles tow ing  sing le  ax le tra ile rs . On 
th is  basis, com m erc ia l veh ic les w e re  12 .2%  o f th e  traffic  in 2 0 0 3 ,1 1 .5 %  in 2 0 0 4 ,1 3 .6 %  in 
2 0 0 5  an d  15.5%  in 2006 . CDM Sm ith  d ev e lo p ed  a reg iona l av erag e  com m erc ia l veh icle  
p e rc e n ta g e  o f  12%  based  on th is  lo c a tio n  an d  o th e r  lo ca tio n s  on th e  G lenn H ighw ay and  
P ark s  H ighw ay. W hen th is  an a ly sis  w as u p d a te d  in 2011 , veh ic le  c lassification  d a ta  fo r th a t 
y e a r  w a s  n o t y e t availab le . M oreover, no  n ew  veh icle  classification  co u n t h a d  b een  conduc ted  
on th e  G lenn H ighw ay a t E k lu tna  F lats since  th e  2 0 0 7  S tudy. T he a s su m p tio n  of 12%  
co m m ercia l v eh ic le s  is rea so n ab le .

T he fo re c a s t of com m erc ia l veh ic les u s in g  th e  KAC in c lu d es b o th  traffic d iv e rte d  from  the  
G lenn H ighw ay an d  th e  ad d itio n a l traffic  re p re s e n tin g  m o v e m en ts  b e tw e e n  A nchorage and 
th e  lo w e r  M at-Su B orough. B ased on so c io eco n o m ic  g ro w th  es tim ates , s ig n ific an t d em an d  by 
co m m ercia l v eh ic le s  fo r th e  KAC is ex p ected  to  be g e n e ra te d  from  w ith in  Am chorage. This 
in c lu d es  com m erc ia l veh icle  traffic  from  th e  P o rt o f A nchorage , as well a s  c o n s tru c tio n  
veh ic les, d e liv e ry  tru ck s , re c re a tio n a l veh ic les an d  c a m p e rs  trav e lin g  to  th e  M at-Su Borough. 
B ecause  of th e ir  lo w er fuel econom y, h ig h e r  co s t o f veh ic le  m a in te n an c e  an d  th e  cost of 
d r iv e r  w ages, co m m erc ia l veh ic les a re  in  m an y  cases less se n s itiv e  to  th e  KAC toll th a n  a re  
p a s s e n g e r  ca rs  in  o rd e r  to  ta k e  a d v a n ta g e  o f th e  tim e  an d  d is tan ce  sav ings (even  though
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Table 2
orlcal Vehicle Claudication Counts 
Glenn Highway at Eklulnc Flats

Multi-Trailer Truck*
Day* Total Class Class Class Ctoss C'ass Ctass 0356 Class Class Ctass Class Class Cmrc!

Year Dir111 Month Counted Vehicles 1 7 3 4 6 6 7 6 f/ 10 51 12 13 Vhcl*

2090 , , 3C 337. £26 0.1% 621% 3Z.GV 0.3% 13.0% 0.6% 0.0% 0.2V 0 7% 02V 00% 0.0% 0 3% 162%
l 2 ze 320.490 o.iv 50 9% 32.9% 0 3% 13.5% 0 7% o.ov 02% 0.7% 03% 00% O.OV 0 3% 16.1%

31 307.076 0 IV 50 6% 32.7% 03% 13.6% oe% 0.0V 0 3% 0.8% 0.6V 0.0% o.ov 02% 16 4%so 394,516 O IV 52.9% 31.8% 0.3% 13.0% 0.5% o.ov 03% 0.7% 0.2% 0.0% 0.0% 0 2% 16.2%
t 5 31 ■100.023 o IV 53 8% 30.7% 0 3V 12.2V 0.7% o.ov 0.4% 0.0% 0 6% 00% 0.0% 03% 154%
1 6 30 •180.735 0 IV 53.3% 31.1% 0.3V 12.3% 0.7% 0.0% 0.6% 0.0% 0 6% 0 0% 0.0% 0.4% 166%
» ' 31 496.259 Cl IV 03.1% 31.3% 0.3% 12.5V 0.6% o.ov 0 6% 0.6% 0.4% 00% 0.0% 0.4V 16.6%
! 6 SC- 501.732 0 IV 53 6% 30.9% 0.3% 12.0% 0 7% o.ov 0.4% 0 0% 0.5V 00% 0.0% 0 4% 152%
j n 20 463.300 o 1V 53.8% 30.07* 0.3% 11.7% 0.6% 0.0% 0.4% 1 1% oov 0.0% 0.0% 0.3V 15 2%
1 10 31 420.909 Oiv 52.1% 31.2% 0 2V 12.7% 0.0% 0.0-% 0.3% 1.1% o.ov 00% 0.0% 0.4% 106%
t r. 30 364.558 o.ov 52.4% 32.5% 0.3V 130% 0.4% 0.0% 0.2% 0.7% 0.3V 00% 0.0% 0.2% 160%
' t? 30 348.86! 0.1V 51 1% 33.5% 02% 13.6% 0.4% 0 0V C.2% 0 6% 0.2V 00% 0.0% 0.2% 16 4%

Total 304 4.933.692 0 1% 52.6% 31.7% 0.3% 117% 0.7% o.ov 0.3% o.ev 0.4V. 0.0% o.ov 0.3% 15.5%

Passenger Cars Light Trucks Single-Trailer Truck: f.’.ulli-Trailoi 7rurkr % Total
Days Total Class Clast Clast Clast Class Oast- Ctasr Clast Clast Class Class Cmrcl

Yoar Dir(li Monlh Counted Vehicle* l 3 4 r. u 7 C 9 10 n 12 13 Vhcl*

»or. , , 76 703140 0.1V 56 8% 32.0% 0.1% 10 4% 0.6% 0.0% 0.2% 0 6% 0.1% 0 0% 0.0% 0.3V 12.2V
1 2 27 3052IE 0.1V 056% 32.0% 0.1% 10 6% 0.5% 0 0% 0.251 0.5% 0.1% oo% 0.0% 0.3V. 12.4%
1 3 31 320471 0.2V 56.1% 30.9% 0.1% 104% 0.7% 0.0% 04% 0.6% C.2% 0.0% 0.0% 0.3V 120%
' * 30 386997 0.2V 67.1% 30.3% 0.1% 10.2% 08% 0.0% 0.3% 0.0% 0.2% o.ov 0.0% 0.3V 12.4%
• 6 6 110017 0.1V 57.6% 29.4% 0.1% 10 4% 0.7% oor. 0.4% 0 6% 0.2% o.ov 0.0% 0,4% 12.8%
l 0 76 444901 0.2V 55.4% 30.0% 0.2% 10.0% 0.7% 01% 0.6% 0.6% 0.4% 0.0% 0.0% 0.6V 13.0V
1 7 31 503030 0.2V 56,3% 30.0% 0.2% 10.0% 0.7% 0 1% 0.6% 0.6% 0 4% o.ov. 0.0% 0.5 V 13 0%
t 8 20 320390 0.2V 65 4% 30.8% 0 2% 10 6% 0.7% 01% 00% 0.0% 0 4% o.ov 0.0% 0.4V 13 7%
I 11 ID 207056 0.1V 004% 33.6% 0.3% 13 6% 0.5V 0.0% 0.2% 0.7% 0 2% o.ov 00% 0.2V 100%
i 12 31 334579 0 1V 51.2% 33 2% 0.3% 13.4% 0.5% O.OV 0.7% 0.7V 0.3% o.ov 00% 0 2% 16 0%

Total 2£0 3.265,467 0.2% 55 0% 31.3% 0.2% 11.1% O.S% ..... 0.4% o.e% 0.35; o.ov 0.0% 0.4% 13.tr/

Passenger Cart Light Truck* Single-Trailer Trick* Multi-Traitor Trucks % Total
Days Tola! Class Clar-r. Clast dost Oast Oats Class Clast Claac Oast Ctasc Ctasf Clans Cmrcl

Yoai OirMonth Counted Vehicles 2 3 4 6 7 6 F- 10 1> 12 13 Vhcl*

2004 1 2 28 309650 0.2% 57.6% 30 0% 0.1% 10.0% 0.6% 0.0% 0.2% 0.6V 0.1% 0.0% 0.3% 11.0%
6 2 16 1C80/2 0.4% 65.0% 25 3% 0 3% 6.7% 0.7%. O.OV 0.1% 0.5% 0.2% 0,0% 0.0% 0,2% 6.5%
t 3 30 30134& 0 2.% 57.6% 30.0% 0.1% 10.0V 0.0% 0-0% 0.2% 0.6% 0,2 V 00% 0.0% 03% 12.0%

?6 3271105 0 1% 53.0% 298% 0.1% 0,0% 0.0% 0.0% 0.3% 0.6% 0.2% 0 0% 0,0% 0,3% 12.1%
1 5 30 4207111 0 1% 56.2% 39 5% 0.2% 10 4% 0 8% 0.0% 0.6% 0.7% 0 3% 0.0% 0.0% 0.4% 13.1%i f> 10 241901 0.2% 70.0% 22 1% 01% 4.3% 0 8% 0 1% 0.3% 0.8V 0.3% 0.0% 0.0% 0 3% 08%

30 480302 92% 56.6% 306V 01% 10.3% 08% 0.1% 0 0% 0 5% 0.4% 0 0% 0 0% 0.6% 13.7%
1 7 1G 256840 01% 69.9% 27.8% 0.1% 9.6% 0 6% 0.1% 0-5% 0 4% 03% 0.0% 0.0% 0.4% 121%
t f. 0 150/89 01% 07.0% 29 8V 02% 10.3V 0.6% 0.1% 0.0% 0.6% 0.4% 0.0% 0.0% 0.0% 13.1%
1 0 IP 2220)2 0,1% 50.1% 29.8% 0 2% 0.9% 0.6% 0.0% 0.3% 0 6% 0.2% o.ov 0.0% 03% 12.0%
& P 7 09076 03% 008% 25.4% 0.1% 4.9% 0.9% 0.0% 0.2% 0 8% 0.2% 0.0% 0.0% 0.3V 7.55;1 to 19 237762 0 3% 55.9% 30 5% 01% 10.1% 11V 0.0% 0.3% 0 6% 0.4% 00% 0.0'/. 0.3% 13 2%
& 10 5 00210 0.3% 09.4% 23.7% 0.1% 3.7% 0 67, 0.0% 0.2% 1 1% 0.6% o.ov 00% 0.3V 0-7%
1 11 8 eoiot 0.3% 500% 29.6% 0 1% 08% 07% 0.0% 0.2% 0.7% 0 1% o.ov 0.0% 0.4% 12.1%
1 IZ 31 352000 0 1% 55.7% 32.0% 0.1% 10 4% 0G% 0.0% 0.2% 0 6% 0 1% 00% 00V 0.3V 122%ft 12 16 135972 0.1V 58.9% 26.3% 06V, 4.1% 0 5% 0.0% o.t% 0 6% 0.1% o.ov 0 0% 0.3V 5.8%

Total 30.1 3,964.520 0.2% 59.2% 29.1% 0.1% 9.2V- 0.7% O.OV 0.37. ,« 0.3V U.0% 0.0% 0.4% 11.5'/,

Passenger Ca Llghl Trucks Slnglo-Ttailor Truck* Multi-Trailer Truck* % Total
Days Total ClMS Class Doss Class CtOSE Class Das; Class Das* Class Clan* Cmrcl

Yoar DirM! Monlh Counted Vehicle* i 2 3 4 5 6 7 6 0 10 ,, 12 13 Vhcl*

2032 1 e 6 07 ISO 0.2% 506% 28.7% 01% 0 2% 1.0% 0.0% 0 3% 0,5% 02% 0.0% o.ov 0.1% 11.6%
5 B 3 54020 0.3% 660% 24 3% 0.1% 8.3% 1.0% D.0% 0.2% 0.7% 0.2% 00% o.ov 0-2% 9.3%
1 0 33 420090 03% 533V 285% 01% 0 7% 1.7% 0.0% 04% 0.7% 0.3% 00% 0.0% 02% 121%
1 10 24 317020 0.4V 56 5% 28 7% 01% 0.6% 13% o.ov 0.4% 0.7% 02% 0 0% 0.0% 02% 126%
1 11 30 319S98 02% 6887c 20.3% 01% 0 6% 0.7% 0.0% 0.2V 0 6% 0.1% 0.0% C.0% 026, 116%
1 1? 123249 0.1V 56,6% 290% 0 1% 1007, 0.9% 0.0% 0.2V 0 0% 0.1% 00% 0.0% <12% 11.9%
Total 103 1,332.790 0.3% 52.9% 28,7% 0.1V. 85V. 1.1% O.OV 0.3% 0.6V 0.2% o.oyt 0.0% 0.2V 12.27.

Pawauyr.r Caro Light Truck* .Slngln-TtallorTrucki Muln-Trallor Trucks % Total
Day* Total Ctoa# Class Class Claes ClOi* Class Oast Das s Class Cos* Dost Class Class Cmrcl

Year Dir'1’ Month Counted Vohicloa 1 2 2 4 5 0 7 B 9 10 11 12 13 Vhcl*

2000 5 1 7 02.285 o.ov 53.3% 21.8% 0.4% 120% 0.3V. 0.0% 1.3% 0 6V 0.2% 0.0% 0.0% 0.1% 14.9%

Dj'&iW 1 » Northbound. £ Soulhbsmnd 
Source: Tta»e Volume Reports. Alaska Deparbuc ■d Pubfe FactSUaa
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tru c k  to lls a re  h ig h e r) . F or th e se  rea so n s , the  a s su m p tio n  o f 12%  com m ercial veh ic les is 
p e rh a p s  co n serv a tiv e .

■ The constant commercial vehicle/passenger vehicle split used in the studies throughout the 
study period.

CDM S m ith  a s su m e d  th a t  th e  p ro p o rtio n  o f com m erc ia l veh ic les in  th e  KAC traffic  s tre a m  
w o u ld  re m a in  c o n s ta n t o v e r tim e. It h as  b een  o u r  ex p e rien c e  on  o th e r  "greenfield" p ro jec ts  
ac ro ss  th e  c o u n try  th a t  th e  p ro p o rtio n  o f  com m ercia l veh ic les in c re ase d  g rad u a lly  a f te r  
open ing . O nce com m erc ia l an d  in d u s tr ia l ac tiv itie s  h av e  b een  e s ta b lish e d  in th e  lo w er M at-Su 
B orough, th e  KAC will ex p e rien c e  an  in c re a se  in local tru c k  traffic . Given th a t  th e  in itial 
p ro p o r tio n  av e ra g e d  12% , CDM Sm ith  d ec id ed  th a t  th e  co n serv a tiv e  a p p ro a c h  w o u ld  be to  
ho ld  it co n s ta n t. T he d efin itio n  o f com m erc ia l veh ic les in c lu d es tw o-ax le  veh ic les to w in g  a 
sing le  ax le  t r a i le r  (a b o a t  o r  cam p er).

* The optimality of a constant real toll of $5 throughout the study period.

D uring th e  2 0 0 7  analysis , CDM Sm ith p e rfo rm e d  se n s itiv ity  te s ts  to  p re p a re  o u r 
re c o m m e n d a tio n  on toll ra te s . This an a ly s is  e s ta b lish e d  th a t  th e  rev en u e-m ax im iz in g  toll ra te  
fo r p a s se n g e r  ca rs  w o u ld  be ju s t  u n d e r  $6.00 each  w ay  in 20 0 5  do llars. W e re c o m m en d e d  
th a t  th e  in itia l to ll r a te  be s e t a t  a lo w e r  value, $5 .00 each w ay  in  2017  do lla rs , a llow ing  som e 
room  for a p ro d u c tiv e  in c re a se  in to ll re v e n u e  if n ecessa ry . C om m ercial veh ic les p ay  h ig h e r 
to lls w h ich  a re  s e t  acco rd in g  to  th e  (N - l)  fo rm ula, in w h ich  N re p re s e n ts  th e  n u m b e r  of axles. 
C usto m ers  in fu tu re  y e a rs  w ould  p ay  h ig h e r  to lls, w ith  th e  a m o u n t in c re as in g  a t  2 .5%  p e r  
y e a r  to  a c c o u n t fo r ex p ected  in fla tion . This ra te  is sligh tly  lo w e r  th an  th e  h is to ric  co n su m er 
p rice  in d ex  fo r  A nchorage.

The toll se n s itiv ity  an a ly sis  in fu tu re  y e a rs  d e m o n s tra te d  th a t  th e  rev en u e-m ax im iz in g  toll 
ra te  g rew  fa s te r  th a n  in fla tion . O ver th e  long  ru n , th e  g ro w th  in d isposab le  incom e has 
g en e ra lly  b ee n  fa s te r  th a n  in fla tion , i.e., th e re  have  b een  rea l in c re ase s  in d isp o sab le  incom e. 
In m odel te rm s , th e  value  of tim e (VOT) in c re a se s  a t  a ra te  fa s te r  th a n  th e  ra te  a t  w hich  tolls 
w o u ld  in c re ase . CDM Sm ith has o b se rv e d  th is  p h e n o m e n o n  in m any  traffic  an d  rev e n u e  
s tu d ies . So, h o ld in g  th e  rea l p a s se n g e r  ca r to ll r a te  c o n s ta n t (in flating  th e  n o m in a l ra te  a t  th e  
ex p ected  ra te  o f in fla tion ) is a  co n se rv a tiv e  a ssu m p tio n , as o v e r tim e th e  "head  room " 
b e tw e e n  th e  p la n n ed  to ll ra te  and  th e  rev en u e-m ax im iz in g  toll ra te  w ou ld  inc rease .

» The difference in implicit elasticities between the 2007 and 2011 reports and the usage of the 
2007 report elasticities in the 2011 projections.

As s ta te d  b efo re , CDM Sm ith p e rfo rm ed  toll se n s itiv ity  te s ts  a s  p a r t  of th e  2 0 0 7  an a ly sis  using 
th e  trav e l d em an d  m odels. From  th e se , w e d ev e lo p e d  e s tim a te s  of toll e lastic ity . By
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c o m p a rin g  th e s e  e la s tic itie s  to  re su lts  from  m o d e ls  in o th e r  locations, w e d e m o n s tra te d  th a t 
th e  m o d e ls  fo r th e  KAC w e re  w o rk in g  p ro p erly .

In th e  2 0 1 1  ana lysis , w e  u p d a te d  th e  trav e l d em an d  m o d e ls  w ith  re c e n t in fo rm a tio n  on so c io ­
eco n o m ic  co n d itio n s  a n d  fo recasts  a s  w ell as u p d a te s  on p la n n ed  tra n s p o r ta tio n  n e tw o rk  
im p ro v e m e n ts . As ex p ec ted , th e re  w e re  s lig h t changes in th e  e la s tic itie s  re su ltin g  from  th e  
m o d e l u p d a te . T he e la s tic ity  cu rv es w e re  a d ju s te d  s ligh tly  to  ac c o u n t fo r re d is tr ib u tio n  
effects o f  th e  b ridge .

T he final tra ffic  and  to ll re v e n u e  e s tim a te s  w e re  n e v e r th e le ss  d ev e lo p ed  from  th e  u p d a ted  
m odel, n o t  fro m  th e  e lastic itie s . T h a t is, th e  e las tic itie s  from  th e  2 0 0 7  an a ly sis  w e re  n o t used  
to  p ro d u c e  th e  2 0 1 1  tra ffic  an d  toll re v e n u e  es tim a tes .

R ecom m endations from Tim othy James & A ssociates
* Examine road conditions such as instance delay minutes on alternative trip assignments) in the 

MSA throughout the study period as traffic levels rise.

T he su ite  o f tra v e l d e m a n d  m odels u se d  to  p ro d u c e  th e  KAC traffic  an d  to ll re v e n u e  e s tim a te s  
co n ta in s  an  eq u ilib r iu m  tra ffic  a s s ig n m e n t ro u tin e . This traffic  a s s ig n m e n t m odel in c lu d es 
fe a tu re s  to  m a k e  su re  th a t  th e  trav e l tim e  in c re a se s  w ith  th e  v o lu m e on n e tw o rk  links.
H eavily  tra v e le d  links h a v e  an  a p p ro p r ia te  level o f d e lay  b u ilt in. A t eq u ilib riu m , all tr ip s  are 
ass ig n ed  to  th e  s h o r te s t  p a th  in th e  n e tw o rk  [inc lud ing  co n g estio n  delay ). No tra v e le r  can 
find  a s h o r te r  p a th . T h is p ro ce ss  is p a r t  o f th e  tra v e l d em an d  m o d e ls  in  th e  v a lid a tio n  y ea r  
an d  in all fo re ca s t y ea rs .

• Update the origin-destination pairings.

U p -to -d a te  in fo rm a tio n  is critica l to  th e  c re a tio n  o f valid  trav e l d em an d  m o d e ls  an d  m ore  
d a ta  is a lw a y s  b e t te r  th a n  less data . CDM Sm ith  is u n c le a r  as  to  th e  in te n t  o f th is  
re c o m m e n d a tio n , s ince  o r ig in -d e s tin a tio n  d a ta  is ex p e n siv e  to  o b ta in  a n d  on ly  u se d  as  p a r t  o f 
m odel c a lib ra tio n /v a lid a tio n . Som e e x p la n a tio n  m ay  help .

T he su ite  o f m ode ls  u sed  in th e  KAC traffic  an d  re v e n u e  s tu d y  co n ta in s  a tr ip  d is tr ib u tio n  
m odel. T h e  p u rp o se  is to  e s tim a te  th e  n u m b e r  o f tr ip  in te rc h a n g e s  [m o v em en ts  b e tw e en  
p laces) as a fu n c tio n  of th e  n u m b e r  o f tr ip  p ro d u c tio n s  [o rig in s), th e  n u m b e r  of tr ip  
a t tra c t io n s  [d e s tin a tio n s )  an d  th e  g en e ra liz ed  co s t o f  tra v e l b e tw e e n  th o s e  p laces. O rigin- 
d e s tin a tio n  in fo rm a tio n  is o b ta in e d  th ro u g h  a su rv ey  o f tr a v e le rs  a b o u t th e ir  tr ip s . This 
w o u ld  typ ica lly  in c lu d e  a n u m b e r  o f c h a ra c te r is tic s  in c lu d in g  th e  o rig in  a n d  d e s tin a tio n  of 
each  tr ip . T h e  r e s u lt  o f th is  su rv ey  is u se d  as a re fe re n c e  to  m ak e  a d ju s tm e n ts  in th e  tr ip  
d is tr ib u tio n  m o d e l so th a t  th e  sy n th e s iz e d  p a t te rn  o f tr ip  in te rc h a n g e s  in th e  ca lib ra tio n  y ea r  
looks m o re  like th e  o b se rv e d  p a tte rn . O nce th e  a d ju s tm e n ts  a re  co m p le ted , th e  m o d e l is 
re a d y  for ap p lic a tio n  in fo recasts . F or th e  KAC, CDM Sm ith  co n d u c te d  o rig in -d e s tin a tio n
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su rv e y s  in 2 0 0 7  an d  ap p lied  th is  in fo rm a tio n  to  th e  m odel ca lib ra tio n  y e a r  2005 . This 
in fo rm atio n  w as u sed  to  v a lid a te  th e  m odel an d  to  gain  an  u n d e rs ta n d in g  o f th e  c u r re n t  
d e m a n d  th a t  m ig h t d iv e rt to  th e  KAC.

T he p a t te rn  o f tr ip  in te rch an g e s  p ro d u c e d  by th e  m odel in fu tu re  y ea rs  d e p e n d s  on th e  
p a t te rn  of tr ip  p ro d u c tio n s , t r ip  a t tra c t io n s  an d  th e  g en e ra liz ed  cost o f trav e l b e tw e e n  p la ce s  
a t  th a t  fu tu re  tim e. The p a t te rn  o f "o rig in -d e s tin a tio n  p a irings" is a p ro d u c t o f th e  tra v e l 
d em an d  m odel a n d  a lw ays u p d a te d  in fu tu re  y e a rs  b ased  on a ssu m ed  la n d -u se  p a t te rn s  an d  
tr a n s p o r ta t io n  ne tw o rk . T h e re  is no  n ee d  to  u p d a te  th e  "o rig in -d e s tin a tio n  pa irin g s"  u n le ss  
th e  w h o le  m ode l w as  to  b e  re c o n s tru c te d  to  a n ew  ca lib ra tio n  year.

Revise downwards the forecast growth in households during the study period in line with ISER  
growth rates.

To clarify  th e  n ex t issues, w e  p r e s e n t  h is to rica l in fo rm atio n  a b o u t p o p u la tio n  (Table 3), 
h o u se h o ld s  (T able 4} an d  e m p lo y m e n t (T able 5). The g ro w th  r a te  in h o u se h o ld s  u sed  by  CDM 
Sm ith  w as 3 .8%  p e r  y e a r  in th e  M at-Su B orough  an d  1.0%  p e r  y e a r  in th e  M unicipality  o f 
A nchorage. As sh o w n  in T ab le  4, th e se  a re  lo w er th a n  th e  long te rm  h is to rica l g ro w th  ra te s  in 
h o u se h o ld s  of 6 .1%  p e r  y e a r  in th e  M at-Su B orough  an d  1.9%  p e r  y e a r  in A nchorage. T he 
g ro w th  ra te s  in h o u se h o ld s  u se d  by CDM Sm ith  is a lso  b e lo w  th e  o b se rv e d  g ro w th  ra te s  
d u rin g  th e  re c e n t d ecad e  20 0 0  to  2 0 0 9  (inc lud ing  th e  effects o f th e  G reat R ecession) w h en  
th e  M at-Su B orough  g rew  by 4 .9%  p e r  y e a r  and  A n ch o rag e  by 1.2%  p e r  y ear.

T he ISER g ro w th  ra te s  fo r th e  p e rio d  o f 2 0 1 0 -2 0 3 5  fo r h o u se h o ld s  is 1 .5%  p e r  y e a r  fo r th e  
e n tire  s tu d y  a re a  w ith  a 3 .2%  p e r  y e a r  ra te  fo r M at-Su B orough  and  0 .9%  p e r  y e a r  fo r 
A nchorage, sh o w n  in T able 6.

It sh o u ld  b e  n o te d  th a t ISER u n d e re s tim a te d  the  20 1 0  M at-Su B orough p o p u la tio n  by 8 ,6 9 6  
p e rso n s  (9 .8%  of th e  to ta l)  an d  th e  A nchorage p o p u la tio n  by 2 ,6 2 6  p e rso n s  (0.9%  o f th e  
to ta l)  co m p ared  to  th e  20 1 0  C ensus. T his p ro b a b ly  h a s  to  do w ith  the  fac t th a t th ese  
e s tim a te s  w e re  p re p a re d  d u rin g  th e  G rea t R ecession . T ak ing  th e se  u n d e re s tim a te s  n e a r  th e  
fo re ca s t b a se  y e a r  in to  co n s id e ra tio n  an d  m ak ing  an a d ju s tm e n t, th e  ISER 2035  p ro je c tio n s  
w ou ld  be close to  th e  e s tim a te s  u se d  by CDM Sm ith. T he fo re c a s t g ro w th  in h o u se h o ld s  is th e  
re su lt  o f  d e ta iled  ana ly sis  an d  is rea so n a b le . T aking in to  a c c o u n t th e  an tic ip a te d  effects o f th e  
KAC open ing , th e  fo re ca s ts  a re  p e rh a p s  co n serv a tiv e .

Revise downwards the forecast growth rate in employment during the study period in line with 
ISER growth rates.

CDM Sm ith u se d  an  an n u a l g ro w th  ra te  in em p lo y m e n t fo r 2 0 1 0 -2 0 3 5  fo r A nchorage o f  0 .8%  
p e r  year. This is iden tica l to  th e  g ro w th  ra te  p ro d u c e d  by ISER, as sh o w n  in T able 6. F o r th e  
M at-Su B orough, CDM Sm ith  u sed  a g ro w th  ra te  fo r em p lo y m e n t o f 3 .1%  p e r  year; h ig h e r
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than the ISER grow th  rate o f 2.8% per year. Given that h istorica l em ploym ent g row th  in the 
Mat-Su Borough has been 4.8% per year during  the period 1990-2009, CDM Smith believes 
tha t the s ligh tly  h igher g row th  rate fo r em ploym ent is reasonable given the anticipated 
developments planned w ith  the construction and opening of the KAC.

Table 3 
Historical Population

Geography
Historical Year Average Annual Percent Change

1980 1990 2000 2009 ’80-'90 90-'00 '00-'09 '80-'09
Anchorage Municipality 174,400 226,300 260,300 286,200 2.6% 1.4% 1.1% 1.7%
Matanuska-Susitna Borough 17,800 39,700 59,300 88,400 8.4% 4.1% 4.5% 5.7%
Study Area 192,200 266,000 319,600 374,600 3.3% 1.9% 1.8% 2.3%
Alaska 401,900 550,000 626,900 698,500 3.2% 1.3% 1.2% 1.9%
United States 226,545,800 248,709,900 281,421,900 307,006,600 0.9% 1.2% 1.0% 1.1%
S o u rc e: U nited S ta te s  C e n s u s  B ureau; rou n d ed  to  the n e a re s t  1 0 0

Table 4 

Historical Households

Geography
Historical Year Average Annual Percent Change  

'80-'90 '90-'00 '00-'09 '80-'091980 1990 2000 2009

Anchorage Municipality 61,200 83,300 95,100 106,100 3.1% 1.3% 1.2% 1.9%
Matanuska-Susitna Borough 5,800 13,500 20,800 31,900 8.8% 4.4% 4.9% 6.1%
Study Area 67,000 96,800 115,900 138,000 3.7% 1.8% 2.0% 2.5%
Alaska 133,100 190,200 222,300 255,600 3.6% 1.6% 1.6% 2.3%
United States 80,824,800 92,315,400 105,836,900 118,560,300 1.3% 1.4% 1.3% 1.3%

Source: Woods and Poole, 2010; rounded to the nearest 100

Table 5 
Historical Employment

Geography
Historical Year Average Annual Percent Change  

■80-’90 '90-'00 '00-'09 '90-'091980 1990 2000 2009

Anchorage Municipality #N/A 116,600 133,500 144,300 #N/A 1.4% 0.9% 1.1%
Matanuska-Susitna Borough #N/A 15,800 26,800 38,500 #N/A 5.4% 4.1% 4.8%
Study Area #N/A 132,400 160,300 182,800 #N/A 1.9% 1.5% 1.7%
Alaska 170,800 251,000 299,300 332,100 3.9% 1.8% 1.2% 1.5%
United States 99,303,000 118,793,000 136,891,000 139,877,000 1.8% 1.4% 0.2% 0.9%
S o u rc e: B u re a u  of L abor S tatistics  (L ocal A re a  U n e m p lo y m e n t S ta tistics  for A K  a n d  th e  C u rren t P opulation S u r v e y  for th e  U S ); rou n d ed  to the n e a re s t  1 0 0

-  7 7  -

Finei Formatted COM Smith Response 02-15-13 not confidential o



Mr. Michael L. Foster, P.E. 
February 15, 2013 
Page 10

Table 6
Base Case Projections by Source (CAAGR)

Projections by Source (CMGR) - Base Case Updated Projections (CAAGR)
Source ISER, UAKA* ('10-35) AK Labor Department"('09-'34) 2007 Study'" ('10-'30) '10-'35

Geography Pop HH Employ't Pop HH Employ't Pop HH Employ't Pop HH Employ't
Municipality of Anchorage 0.8% 0.9% 0,8% 0.9% #N/A #N/A 1.0% 1.0% 1.0% 0.9% 1.0% 0.8%
Mat-Su Borough 3.1% 3.2% 2.8% 2.4% #N/A #N/A 4.9% 4.9% 4.4% 3.5% 3.8% 3.1%
Study Area 1.4% 1.5% 1.1% 1.3% #N/A #N/A 2.2% 2.2% 1.6% 1.6% 1.7% 1.2%

* U p d a te  the  g a s o lin e  p ric e s  in  VOC estim ates , a n d  g iv e  a d d it io n a l co n s id e ra tio n  to  a lte rn a t iv e
scen ario s  f o r  fu tu r e  g a s o lin e  p r ic e  levels th ro u g h o u t th e  s tu d y  p erio d .

Using the same m ethodology fo r estim ating vehicle operating cost (VOC) as was used in 2011. 
The Anchorage area VOC was updated fo r 2012 w ith  the latest available data. Table 7 
provides a comparison o fth e  updated VOC assumptions and calculations:

Table 7
Comparison o f 2011 and 2012 Vehicle Operating Cost Assumptions and Calculations

Value

Estimated 2011 VOC 
(As estimated in the 2011 Study) Estimated 2012 VOC

Average Cost of 
Gasoline per Gallon

$3.34 $3.96

Fuel Economy 

Average Miles per Gallon
22.91 Sedan -17.31 SUV/Van 23.69 Sedan -19.29 SUV/Van

Average Cost of Gas / Mile $0.1458 Sedan - $0.1930 SUV/Van $0.1672 Sedan - $0.2053 SUV/Van
Maintenance Costs $0.0454 Sedan - $0.0491 SUV/Van $0.0447 Sedan - $0.0464 SUV/Van
Tire Costs $0.0083 Sedan - $0.0087 SUV/Van $0.0100 Sedan - $0.0104 SUV/Van
Average Vehicle 
Cost per Mile

$0.1996 Sedan - $0.2507 SUV/Van $0.2219 Sedan - $0.2621 SUV/Van

Percent of SUV/Van 69.0 Percent 69.4 Percent
Average Weighted Vehicle 
Cost per Mile

$0.2348 $0.2498

As shown in Table 7, the average cost o f gasoline in the Anchorage area increased by 18.6% 
between 2011 and 2012. This was counterbalanced by an increase in fuel economy. Average 
fuel economy increased from  19.0 miles per gallon in 2011 to 20.6 miles per gallon in 2012, 
an increase o f 8.4%. Vehicle maintenance and tire  costs remained roughly the same. As a
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result, estim ated VOC increased 6.4% between 2011 and 2012. Much o f th is increase was 
born by sedans, as the average VOC fo r sedans increased by $0.03 w hile  the average cost for 
SUV/Vans increased by $0.01.

As pa rt o f a 2012 study o f another proposed to ll facility, CDM Smith conducted a sensitiv ity 
test to  estimate the im pact o f higher gasoline prices on estimated revenues. CDM Smith 
assumed gasoline prices o f $3.00 per gallon in 2015 under the base case scenario w ith  annual 
increases in p ropo rtion  to  in fla tion  thereafter. Under the sensitiv ity  test scenario, gasoline 
prices o f $5.00 per gallon were assumed in  2015, w ith  increases in p ropo rtion  to in fla tion  
thereafter. A dditiona lly , i t  was assumed tha t $5.00 gasoline prices would  also resu lt in  a 
reduction  in to ta l regional travel o f approxim ate ly 4.0%. The higher gasoline price scenario 
resulted in  an estimated reduction in to ll revenues o f 5.9% in 2015.

Based on these analyses, i t  is clear tha t the price o f gasoline is a m ajor component in  the 
calculation o f vehicle operating costs and w ill p lay an im portan t role in potentia l transactions 
and revenue on the KAC. Significant fluctuations in the price o f gasoline, as were experienced 
na tionw ide  in  the summ er o f 2008, can increase vehicle operating costs and bias travelers 
tow ards choosing shorter distance trips. The results o f the above referenced sens itiv ity  test 
may no t be ind icative  o f potentia l gasoline price impacts fo r the KAC due to the sign ificant 
distance savings offered by the bridge. Increased gasoline costs increase the cost o f driv ing 
per m ile. As the cost per m ile  increases, to ll facilities provid ing  a shorter route become more 
a ttractive  compared to the to ll-free  a lternative. Therefore, although the region m ight 
experience a decline in  overall trips, the KAC may not necessarily lose tr ips  as it  provides 
s ign ifican t distance savings fo r those trave ling  from  Anchorage to the Mat-Su Borough, and 
therefore  has the resu lt o f s ign ificantly o ffsetting  vehicle operating costs that can be 
experienced w ith  fuel price surges. I t  should also be noted tha t CDM Smith vehicle operating 
costs assume an overall average grow th  rate o f 2.5% reflecting the long term  forecast fo r the 
facility . The vehicle operating cost during  ind iv idua l years th roughou t the forecast can and 
w ill  va ry  w ith  the v o la tility  o f fuel prices. The estimates used in  the analysis o f tra ffic  and to ll 
revenue fo r the KAC are certa in ly reasonable.

* A d ju s t V O T  e s tim a te s  f o r  chang es  in re a l in c o m e  o v e r  th e  s tu d y  p erio d .

There are tw o  issues to discuss: the in itia l values o f tim e (VOT) and the changes in  VOT over 
tim e. In the case o f KAC, the VOT fo r a w o rk  tr ip  was estimated at $15.60 per hour in the year 
2010. This estimate is a resu lt o f a stated preference (SP) survey, conducted in 2007 by 
Resource Systems Group (RSG), an independent f irm  tha t specializes in th is type o f w ork. As 
shown in Table 8, CDM Smith compared the VOT used for the KAC w ith  estimates used in 
o ther recent tra ffic  and revenue studies. The VOT estimate used fo r KAC is in  line  w ith  the 
values in these o ther studies.
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Table 8
Value of Time (VOT-Dollars per hour) Comparison

Peak Off-Peak

Study Work Non-Work Work Non-Work Aggregate Year

Knik Arm Crossing, 2007 Study, SP Survey $15.60 $12.00 $15.60 $12.00 $13.80 2010 111

Knik Arm Crossing, 2011 Study $15.78 $12.15 $15.78 $12.15 2010 |2)

Grand Parkway (Houston) $14.22 $14.22 $12.42 $12.42 $13.20 2011

Express Travel Choices Study (SCAG) $13.54 $7.43 $13.00 2010 VOT for HH income of $62,500 <3i

Triangle Expressway $13.44 $13.44 $10.68 $10.68 $13.20 2011

US 36, Denver Colorado $11.58 $11.14 $11.01 $10.39 2010

SR 520 Bridge. Washington State $10.72 $7.60 $10.62 $11.61 $10.40 2010

Monroe Connector/Bypass $9.36 $9.36 $9.36 $9.36

Garden Parkway $9.00 S9.00 $9.00 $9.00

Median Household income vis stated preference survey was 62,700 in 2007 

(2) Based on Median Household income for the region 

<3) VOT for business related trips is $14.34

In an update perform ed by CDM Smith in 2011, a value o f $15.78 per hour was derived using 
the median household income. As shown in Table 9, the median household income in 2010, 
fo r the M un ic ipa lity  o f Anchorage was $73,746 and fo r Mat-Su Borough was $67,703.

T a b le  9

H o u se h o ld  M edian In co m e  by C ity  an d  State  C o m p a riso n

C ity/R e gio n 2010 State 2010 P ro je ct

Anchorage $ 73,746 A laska $ 66,614 Proposed Knik Arm Bridge

M at-Su Borough $ 67,703 A laska $ 66,614 Proposed Knik Arm Bridge

Houston $ 55,644 Texas $ 50,149 Grand Parkway (Houston)

Los Angeles $ 58,480 California $ 59,529 Ex p re ss  Travel Ch o ices Study

Raleigh $ 51,625 North Carolina $ 44,693 Triangle Parkway

Durham $ 49,496 North Carolina $ 44,693 Triangle Parkway

Denver $ 60,585 Colorado $ 55,752 U .S. 36

Seattle $ 65,079 W ashington $ 57,387 S R  520 Bridge

U .S. $ 51,625

Sources: U.S. Census Bureau. Department of Numbers. 2010 Median Household Income

U.S. Census Bureau, American Community Survey, 2006-201 as listed in Alaska Economic Trends, August 2012. Ffege 15
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In another study by CDM Smith fo r the Grand Parkway in  Houston, Texas, the VOT fo r peak- 
h ou r w o rk  tr ips  was estimated at $14.22 per hour. This VOT is about 90% o f the value used 
fo r KAC w o rk  trips. This is in a context o f a m etropo litan area median household income of 
$55,644 fo r Houston, which is about 75% o f median household income fo r Anchorage and 
82%  o f m edian household income fo r the Mat-Su Borough. This comparison indicates that, 
w h ile  VOT is higher fo r the KAC, the median household income is also p ropo rtiona lly  higher. 
This re la tionsh ip  indicates p roportiona l a ffo rdab ility  fo r paying to lls  by patrons o f the bridge.

A com parison can also be made w ith  a large SP survey o f 3,600 records, conducted by CDM 
Smith in Southern California. The VOT fo r w o rk  tr ips  in southern California was estimated at 
$13.54. This value is about 86% o f the VOT fo r KAC w ork  trips. The regional median 
household income fo r the Los Angeles was $58,480, or about 80%  o f the median household 
income in  Anchorage and 86%  o f the median household income in  the Mat-Su Borough.

There is a s im ila r comparison w ith  the VOT estimates fo r the Triangle Expressway, in 
Raleigh-Durham, North Carolina. VOT fo r w o rk  tr ips  during the peak period is estimated to 
be $13.44 per hour. This VOT is about 85% o f VOT estimated fo r the KAC. Median household 
income fo r Raleigh-Durham is $50,560 w hich  is about 69% o f the median household income 
in Anchorage and 75% o f the median household income in Mat-Su Borough.

As these comparisons show, estimated VOT, used in  the modeling o f tra ffic  and revenue 
estimates fo r the proposed Knik A rm  Bridge, is consistent w ith  o ther recent T&R studies. This 
becomes more evident when the median household income fo r the p ro ject area is taken into 
account. This analysis shows tha t the in itia l estimates o f VOT are reasonable.

CDM Smith has assumed tha t VOT keeps pace w ith  in fla tion . This is a conservative 
assum ption, in that real income has h is to rica lly  increased at a faster rate. In w hich case, 
trave lers w ou ld  place a higher value on the tim e savings achieved by using the KAC, resulting 
in h igher tra ffic  estimates.

E n h a n c e  th e  r is k  analysis, to  in c lu d e  a w id e r  s e t o f  in p u t v a ria b le s  w ith  w e ll-s p e c ifie d  
d is tr ib u tio n s  in th e  M o n te  C a rlo  s im u la tio n .

CDM Sm ith produced a robust analysis o f tra ffic  and to ll revenue risk  fo r the p ro ject in 
accordance w ith  industry standards. The risk  analysis generated p robabilities associated 
w ith  the fu ll range o f outcomes fo r fu rthe r financia l analysis. As w ith  other "greenfie ld '' 
projects, the assumptions about fu tu re  land uses are the most im portan t factors influencing 
the tra ffic  and to ll revenue estimates. So, socio-economic variables [the num ber o f 
households and em ploym ent) were at the center o f the risk analysis. Assumptions about the 
value o f tim e  (VOT) and the factors used to convert the daily estimates from  the travel 
demand model in to  annual estimates were also included in the risk  analysis. No o ther 
variab les were suggested. Neither were any o ther p robab ility  d is tribu tions. The variables
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tha t were used are c learly the m ost relevant to the potentia l varia tion in  the KAC tra ffic  and 
to ll revenue. CDM Smith has used the same variables in the r is k  analysis o f other s im ila r to ll 
road projects and produced meaningful results.

C om m ission  an  in d e p e n d e n t o rg a n iz a t io n  to  p ro d u ce  tra f f ic  a n d  to ll re v e n u e  p ro je c tio n s  based  
on m o d e lin g  f o r  th e  p e r io d  2 0 3 7  th ro u g h  2 0 5 1 .

CDM Smith used trave l demand models to produce tra ffic  and then to ll revenue estimates fo r 
the KAC in the model years 2020, 2025, 2030 and 2035. The tra ffic  and to ll revenue estimates 
in  between these years are linear in terpo lations o f the tra ffic  volumes. The tra ffic  and to ll 
revenue estimates a fte r 2035 are extrapolations. T ransporta tion planning data and models 
are no t available a fte r th is tim e frame and do no t norm a lly  cover longer tim e periods.

W hile CDM Smith has provided tra ffic  and to ll revenue estimates through th is period (w ith  
re la tive ly  small tra ffic  g row th  in  the outer years), i t  is our understanding tha t the financial 
plan is based on the assumption tha t there w ou ld  be no grow th  in tra ffic  a fter the year 2040, 
bu t an in fla tiona ry  2.5% per year increase in  to ll rate. CDM Smith considers th is a reasonable, 
even conservative, assumption.

Summary Conclusions from Timothy James & Associates
■ B ased on th e  WSA re p o r ts  as th ey  a re  c u rre n tly  d ra fte d , th is  re v ie w  co ncludes th a t  the  tra ff ic  

a n d  to ll  reve n u e  p ro je c tio n s  f o r  K A C  seem  o p tim is tic .

A fter carefully considering the points tha t were raised in the independent review, CDM Smith 
disagrees w ith  the characterization o f the tra ffic  and to ll revenue as being optim istic. Based 
on our experience w ith  many "greenfie ld" to ll road projects, we consider the tra ffic  and to ll 
revenue estimates fo r the KAC as reasonable forecasts and appropriate fo r use in  project 
financing.

Unlike transporta tion  p lanning studies which are designed to identify  and p rio ritize  potentia l 
im provem ents across an entire  m etropo litan area, tra ffic  and revenue studies focus clearly on the 
proposed to ll facility . The purpose o f a T&R study is to determ ine: 1) the overall demand in the 
p ro ject corridor, 2) the g row th  in  tha t demand over time, 3) the p ropo rtion  o f demand that w ill use 
the proposed to ll fa c ility  and 4) the to ll travelers are w illin g  to pay. Stated sim ply, the goal is to 
establish reliable estimates o f fu tu re  tra ffic  and to ll revenue on the proposed to ll facility.

CDM Smith prepared a comprehensive tra ffic  and to ll revenue study fo r the Knik Arm  Crossing. We 
obtained extensive data on existing tra ffic  conditions, includ ing tra ffic  counts, origin-destination 
surveys and travel tim e /de lay  studies. This data and analysis is documented in our report. We 
employed an independent specialist to help us prepare an assessment o f present socio-economic 
conditions and re liab le estimates o f fu ture  conditions. This w o rk  involved a careful rev iew  o f p rio r 
studies, in terview s w ith  local experts and decision makers and original analysis, all documented in
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our report. We also conducted a stated preference survey to establish an appropriate local value o f 
tim e (w illingness to pay to ll). The data and results are documented in  our report.

CDM Sm ith collected data for a pro ject-specific travel demand model, w ith  a tra ffic  analysis zone 
and n e tw o rk  representation o f the existing transporta tion  system. This model incorporates other 
study products (existing tra ffic  and socio-economic data). We w ent through an extensive model 
ca lib ra tion /va lida tion  process. A fte r obta in ing and assessing local transporta tion  im provem ent 
plans, we created fu ture  year netw orks and related zonal data fo r m ultip le  fu ture years (2017,
2020, 2025, 2030 and 2035). CDM Smith then applied the valid travel demand model to those 
fu tu re  conditions, creating tra ffic  estimates fo r the KAC. We carefully reviewed the resulting 
forecasts fo r reasonableness, n o t on ly on the KAC but elsewhere in the region. We perform ed 
sens itiv ity  tests to make sure tha t the model was w ork ing  properly  and tha t the results made sense. 
We also created a to ll revenue model fo r the KAC. CDM Smith spent tim e looking at the to ll 
sens itiv ity  on the KAC. From th is analysis, we calculated to ll e lasticities from  the model and 
compared them  to observed to ll e lasticities from  other places. Since all T&R studies involve some 
element o f uncerta inty, we perform ed a robust analysis o f the fu ll range o f outcomes. This included 
analysis o f the main sources o f r isk  (household and em ploym ent levels, value o f tim e and yearly 
varia tions). A ll o f th is w ork is documented in our report.

CDM Smith specializes in T&R studies, having perform ed hundreds o f s im ila r studies across the 
country. The tra ffic  and to ll revenue estimates fo r the Kn ik A rm  Crossing were prepared in 
accordance w ith  industry  standards. Once again, thank you fo r the opportun ity  to partic ipate in th is 
project. Please le t us know  i f  you have questions or require fu rthe r in form ation.

Sincerely,

Scott A. A lla ire  
Vice President 
CDM Smith Inc.

Grant R. Holland 
Vice President 
CDM Smith Inc.
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Appendix H 

MEMORANDUM

From: Timothy James and Associates (TJ&A) 

To: Division of Legislative Audit, State of Alaska, Anchorage, AK 99503 

Date: 2/27/2013 

Response to CDM Smith letter (henceforth referred to as "the letter") of February 15 2013 to Mr. 
Michael L. Foster, P.E., Chairman ofthe Board, Knik Arm Bridge and Toll authority 

General

The im portance  o f accurate T&R forecasts is illustra ted  by the  independent studies produced by 

Standard and Poor's, JP Morgan, and the National Cooperative Highway Research Program criticizing 

T&R consultants fo r failing to  make clear the ir assumptions, estimated values and modeling methods.1 

This can result in overly optim istic forecasts, particularly during the firs t 5-15 years o f a to ll road.

The 6 clarifications and 8 recommendations detailed by TJ&A in its report were produced to suggest 

im provem ents to  the m odeling and thus re liab ility o f the forecasts produced and to  increase the 

transparency and external understanding o f CDM Smith's 2007 and 2011 KAC T&R forecasts.

T h ro ug ho u t the le tte r CDM Sm ith make the  p o in t they believe th ey  are using "conservative" 

assum ptions. W he the r they are conservative or no t is certa in ly open to  debate. However, the  aim 

o f any T&R study should be to  use reasonable (central) and no t conservative assum ptions. The 

p rim ary  purpose o f the  risk analysis associated w ith  any T&R fo recast (based on the  reasonable 

cen tra l assum ptions and specified p robab ility  d is tribu tions around these) is to  re flect the  likelihood 

o f pessim istic and op tim is tic  tra ffic  and revenue outcom es.

This response reproduces the original requests fo r clarifications and recommendations in the original 

o rder o f the TJ&A report as a way o f fram ing the discussion fo llow ing the CDM Smith letter.

1 For a su m m a ry  e va lu atio n  o f th e se  stu d ies, p lease see  Prozzi et al (2009), "A ctu a l vs. Fo recasted  Toll U sage: A 
C a se  S tu d y  Review , fo r th e  T e xas D e p a rtm e n t of Tra n sp o rta tio n ."

Timothy James & Associates

4 7 0 4  W  B a r k o  L a n e ,  P h o e n i x ,  A Z  8 5 0 8 7
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1 .  C l a r i f i c a t i o n s

• The high dependence of WSA's traffic and toll revenue projections on economic population 
growth in the Point Mackenzie area, north of it, and to the south and west of Wasilla and 
Houston.

TJ&A strongly endorses the fact tha t the KAC tra ffic  and to ll revenue estimates are by design highly- 

dependent on socio-economic conditions in the Point Mackenzie and Lower Mat-Su Borough areas.

To allow a fu ll and transparent assessment o f the valid ity of these forecast socio-economic conditions, 

the clarification requested is a statem ent o f households, population and em ploym ent by TAZ, including a 

detailed list o f the key factors tha t give rise to  the changes, rather than the more generic presentation 

offered in Figures 1-10 o f CDM Smith's 2011 report. Forecast land use assumptions (by TAZ) employed 

should also be made explicit. These should be made available in conjunction w ith  any T&R studies in a 

fo rm a t th a t a layperson can engage w ith .

• The disparity between annual growth rate in the base 2012 memorandum projections post- 
2020 (5%) and the average growth rate in AADT 2001-2011 for Glenn Highway at Eklutna Flats 
(1.93%).

The error in the calculation o f the  AAGT fo r 2001-11 fo r Glenn Highway at Eklutna Flats made in the 

TJ&A report is noted. This f ig u re  s h o u ld  be  2 .5 %  a n d  n o t  1 .9 3 % .

However, the point about the disparity in the p o s t-ra m p -u p  p e r io d  tra ffic  growth rates between the KAC 

and Glenn Highway still holds. CDM Smith note the disparity in the  tra ffic  growth rates in the forecasts 

fo r the tw o  facilities in the letter.

• The disparity between the commercial vehicle/passenger vehicle split used in the studies 
(approximately 12%), and the traffic count data for Glenn Highway at Eklutna Flats (approximately 
5%).

We acknowledge CDM Smith's 2011 forecasts were produced prior to  the release o f the 2011 Annual 

Traffic Volume Report (Central Region) produced by the Alaska Departm ent o f Transportation and Public 

Facilities fo r Glenn Highway at Eklutna Flats.

However, the subsequent publication o f a 4.91%-6.62% commercial tra ffic  figure quoted in the 2011 

Annual Traffic Volume Report fo r Glenn Highway at Eklutna Flats should encourage CDM Smith to  revisit 

and, if necessary, revise its commercial vehicle/passenger vehicle split figures.

Timothy James & Associates
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• The constant commercial vehicle/passenger split used in the studies throughout the study 
period.

CDM Smith (in the letter) confirm  usage o f this assumption, characterizing it as conservative.

However, in light o fth e  much higher to ll fo r commercial vehicles this assumption seems unreasonable. 

For example, NCHRP concluded tha t commercial vehicle forecasts can exhibit more variab ility than 

passenger car forecasts, w ith  larger trucking firm s more likely to pay a to ll than independent truckers.2

We believe th a t CDM Smith's T&R forecasts would benefit from  a detailed analysis o fth e  characteristics 

o f the  trucking com m unity pertinent to  the area and the ir propensity to  use the KAC.

• The optimality of a constant real toll of $5 throughout the study period.

CDM Smith's le tter notes the non-optim ality o fth e  constant (in real terms) $5 to ll rate used throughout 

the  study period.

• The difference in implicit elasticities between the 2007 and 2011 reports, and the usage of the 
2007 report elasticities in the 2011 projections.

The response in the le tte r is confusing and not illum inating

In discussing the previous and indeed this clarification in the letter, CDM Smith noted they decided on 

the  $5 constant real to ll using the 2007 analysis (and thus the elasticities generated therein) yet the 

response to  this clarification notes "... elasticities from  the 2007 analysis were not used to  produce the 

2011 tra ffic  and to ll revenue estimates."

We have no idea what an "e lastic ity curve" is. It is w orth  noting optim al to ll rates imply to ll elasticities 

o f -1.

2. Recommendations

• Examine the road conditions (such as delay minutes on alternative trip assignments) in the 
MSA throughout the study period as traffic levels rise.

2 Se e  N CH R P  Syn th e sis  3 6 4  (2 0 0 7 ), E stim a tin g  Toll Road D em an d and Reven ue, p u blishe d  by the T ran sp o rtatio n  
R e se a rch  Board and a va ilab le  at: h ttp :/ /o n lin e p u b s.trb .o rg /o n lin e p u b s/n ch rp /n ch rp _ sy n _ 3 6 4 .p d f.

Timothy James & Associates
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• Update the origin-destination pairings.

The issues raised in points 26 and 27 in the TJ&A report are related and so w ill be dealt w ith  jo in tly  here.

As CDM Smith note accurate O-D parings road conditions are critical to  the creation o f valid travel 

demand models. The O-D pairings and road conditions used fo r calibration in the KAC studies were 

estimated in 2005 and 2007 and are thus 6 - 8  years out o f date. This is noted in point 27 in the original 

TJ&A report.

One possible way o f illustrating the critical nature o f the assumptions inherent in the CDM Smith 

approach would be fo r CDM Smith to  provide forecast land use patterns for the relevant TAZs to  the 

north o f the  proposed KAC and forecast netw ork conditions (possibly at 10 year intervals) in the ir 

reports. It wou ld  then be possible fo r stakeholders to  engage more fru itfu lly  in discussion.

• Revise downwards the forecast growth in households during the study period in line with ISER 
growth rates.

• Revise downwards the forecast growth rate in employment during the study period in line 
with ISER growth rates.

CDM Smith's noting o f the inaccuracy o f the ISER forecasts fo r 2010 fo r population is accepted. 

However, an interesting test o f the robustness o f CDM Smith's own employment, household and 

population forecasting method would be a comparison o f th e ir  forecasts fo r Anchorage and Mat-Su 

Borough fo r 2010 which were employed in the 2007 Study. This comparison could well provide some 

insight into w hether the ir forecast growth rates are optim istic.

Transparency m ight be added to  the CDM Smith analysis if the growth in employm ent and households 

forecast by them  were split in to  tha t due to  "base" growth (w ithou t the bridge) and the addition due to 

the  provision o f the KAC. Further it would be instructive to all involved if the em ploym ent and 

population growth (and associated grow th rates) in the relevant TAZs to  the north o f the proposed KAC 

were reported by CDM Smith.

W hile acknowledging th a t the historical grow th rates fo r the greater Anchorage area are in excess o f the 

forecast grow th rates used by CDM Smith, the response itse lf (see page 9) again illustrates the fact that 

all o ther forecasts o f population and household and em ploym ent growth rates fo r both Anchorage and 

Mat-Su Borough fo r 2010-2035 are b e lo w  those used by CDM Smith. In light o f this, a reasonable 

approach would be to  use the ISER are growth rates.

Timothy James & Associates
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• Update the gasoline prices in VOC estimates, and give additional consideration to alternative 
scenarios for future gasoline price levels throughout the study period.

It w ou ld  be useful if the  orig in  o f the  data and the  calculations carried ou t to  construct tab le  7 were 

m ore  available. It is w o rth  no ting  th a t tire  costs appear to  have risen s ign ifican tly  while  vehicle 

m aintenance costs fe ll s ligh tly  fo r  th e  betw een 2011 and 2012 according to  tab le  7. This does not 

accord w ith  the  s ta tem ents on these issues at the  bo ttom  o f page 10.

The discussion in the  last tw o  paragraphs o f th is  section is largely-speaking based on a sensitiv ity 

te s t perfo rm ed as part o f ano the r study. The relevance o f th is to  the  KAC studies is questionable.

A t the  end o f the fina l paragraph in th is section CDM Smith note th ey  em ploy a constant VOC 

annual g ro w th  rate o f 2.5%. It is unclear w h e th e r th is is real or nom ina l. W hat is clear from  the 

CDM Smith discussion is CDM Smith accept gasoline prices are vo la tile  and have a sign ificant e ffect 

on trave l behavior. The po ten tia l effects o f th is  real VOC grow th  and its v o la tility  are no t reflected 

in the  core assum ptions o f the  KAC studies o r the  lim ited  risk analyses conducted.

• Adjust VOT estimates for changes in real income over the study period.

The com m ents in the  le tte r  are m ostly about the  level o f the base VOTs em ployed in the  studies 

done by CDM Smith. The issue was n o t  the  orig inal level o f VOT used bu t ra ther the  need fo r VOTs 

to  be updated th ro u g h o u t the  forecasting period to  re flec t changes in real income.

However, CDM Sm ith 's response in the  le tte r does raise some fu rth e r concern. Specifically, tables 8 

and 9 th a t o ffe r some examples o f VOTs and associated income levels fo r  s im ila r projects. One 

question th a t occurs on exam ina tion  o f these tables is w hy no VOT d iffe ren tia l is used in the KAC 

studies betw een peak and o ff-peak tim e  periods w hen it is fo r all o th e r studies. A second issue 

re lates to  th e  re la tionsh ip  betw een the VOTs and the  m edian incom e levels. It is clear th a t the 

VOTs fo r the  KAC study area are h igher than all the  o thers used in s im ila r studies. CDM Smith note 

th e  genera lly positive re la tionsh ip  between m edian incom e levels and VOTs (in a som ewhat 

extensive discussion) w hich is to  be expected. However, it is curious to  note th a t th e  aggregate VOT 

fo r  KAC is 32.7% higher than  th a t fo r  the SR 520 Bridge yet household m edian incom e fo r  the  KAC 

study area is ju s t 16.1% h igher than  th a t fo r  the  SR 520 Bridge study area. Thus the  comparisons 

o ffe red  in the  le tte r o ffe r a m ixed message and cast some doub t on the  CDM Smith assertion in the 

le tte r  concerning the  reasonabless o f the base VOTs em ployed.

The last paragraph in th is section o f the  le tte r confirm s CDM Smith believe th a t rises in real income

'

Timothy James & Associates
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w ou ld  a ffect trave le r behavior bu t also th a t CDM Sm ith have no t a llowed fo r  the  expected increases 

in real incom e in th e ir  studies.

• Enhance the risk analysis, to include a wider set of input variables with well-specified 
distributions in the Monte Carlo simulation.

CDM Smith's le tter repeats the descriptions o f the ir risk analyses in the KAC studies. The risk analyses 

they have carried out are very lim ited. The results o f the risk analysis do not currently provide any more 

insight into the inherent risk profile o f the KAC than the base, low  and high cases produced fo r the 

forecasts. As such, it is inadequate. If this is systemic as CDM Smith claim, then it is a systemic failing.

The recommendations in TJ&A to  specify appropriate d istributions around the  included variables and 

include a w ider set o f variables stands. W ith access to  the models employed by CDM Smith and 

appropriate resources TJ&A would  be happy to  produce a fu lle r risk analysis and risk profile  fo r the T&R 

forecasts.

• Commission an independent organization to produce traffic and toll revenue projections 
based on modeling for the period 2037 through 2051.

CDM Smith's le tter notes tha t the  tra ffic  and revenue estimates produced after 20353 are extrapolations 

are not based on modeling. The forecast o f zero tra ffic  growth and constant real revenue fo r the post 

2035/7 period is obviously suspect. The recommendation made stands.

Tim James

3 T h e re  m ay be som e  co n fu sio n  here  since  th e  2011 up date  e n d s in 203 7  rath er than 2 0 35.

Timothy James & Associates
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Appendixi Attachment A

S m i t h
9 0 0  Chapel S tre e t, Suite 1 4 0 0  

New Haven, CT 0 6 5 1 0  

tel: 2 0 3  8 6 5 - 2 1 9 1

fax: 2 0 3  6 2 4 - 0 4 8 4

March 6, 2013

Mr. Michael L. Foster, P.E.
Chairman o fth e  Board 
Knik A rm  Bridge and Toll A u th o rity  
820 East 15th Avenue 
Anchorage, Alaska 99501

Subject: Response to Further Comments from  T im othy james & Associates Regarding the
Independent Review o f T ra ffic  and Toll Revenue Projects

Dear Mr. Foster:

Thank you fo r the o pp o rtu n ity  to rep ly  to the recent m emorandum  from  Ms. Danna Moser, CPA, of 
the D ivision o f Legislative A u d it (DLA), dated February 27, 2013, concerning KABATA’s response to 
the earlie r management le tte r. On February 15, 2013, CDM Smith provided a le tte r responding to a 
request fo r "c la rifica tions" and "recom mendations” contained in The K n ik  A n n  Crossing: A n  
In d e p e n d e n t R ev ie w  o f  T ra ff ic  a n d  T o ll R evenue P ro je c tio n s  by T im othy James &  Associates (Tj&A). 
We have sent a copy o f th a t le tte r suitable fo r pub lic release w ith  the condition it  be released in its 
en tire ty  a long w ith  th is  fu rthe r response. In th is le tter, our comments are directed to the 
m em orandum  from  TJ&A to  DLA, dated February 27, 2013, and included as A ttachm ent #1 in the 
recent m em orandum  to you from  DLA. We w ill fo llow  the order o f points raised in the original 
repo rt and t r y  not to repeat ourselves. The orig ina l points are in  italics.

Clarifications
• The h ig h  d ependence  o f  th e  tra f f ic  a n d  to ll reve n u e  p ro je c tio n s  on s tro n g  eco n o m ic  d ev e lo p m e n t  

a n d  p o p u la tio n  g r o w th  in  th e  P o in t M a c K e n z ie  a re a , n o rth  o f  it, a n d  to  th e  south  a n d  w e s t o f  
W a s illa  a n d  H o uston .

In the recent m em orandum , TJ&A now  requests “a statement o f households, population and 
em ploym ent by TAZ..."On October 18, 2012 we provided TJ&A, by email, detailed future land 
use forecasts, at the level o f tra ffic  analysis zone (TAZ), beginning in 2020 and runn ing  in five 
year interva ls through 2035. As we have done in  lite ra lly  hundreds o f T&R studies, CDM 
Smith provided them atic maps showing the location and density o f fu ture  land uses at an 
appropria te  level o f detail. These appear in Figures 1 through 10 o f our report title d  Proposed  
K n ik  A n n  Crossing: T ra ff ic  a n d  T o ll R even ue U p date , dated August 31, 2011. Even more detail 
was included in the w o rk  o f Insight Research Corporation. We have provided TJ&A all o fthe  
in fo rm a tion  requested.
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* T he d is p a r ity  b e tw e e n  a v e ra g e  a n n u a l g ro w th  ra te  in th e  base 2 0 1 2  m e m o ra n d u m  p ro je c tio n s  
p o s t-2 0 2 0  [a f t e r  th e  " ra m p -u p "  p e r io d  has en d e d ] (5 .0 % )  a n d  th e  a v e ra g e  g r o w th  ra te  in  A A D T  
2 0 0 1 -2 0 1 1  f o r  G lenn H ig h w a y  a t  E k lu tn a  F la ts  is (1 .9 3 % ).

A fte r acknowledging the e rro r in the calculation o f the growth rate, TJ&A s till th inks tha t the 
tra ffic  on the Kn ik A rm  Crossing [KAC) w ou ld  g row  a t the same percentage rate, a fter the 
ram p up period, as the tra ffic  on a mature fac ility  such as the Glenn H ighway at Eklutna Flats. 
We sim ply don 't agree. The KAC w ill open up significant development opportun ities  that w ill 
occur over time. Also, there is every reason to expect h igher tra ffic  g row th  rates on the KAC 
because the numbers s ta rt w ith  a low e r value. This is s im ply arithm etic.

* The d is p a r ity  b e tw e e n  th e  c o m m e rc ia l v e h ic le /p a s s e n g e r veh ic le  s p lit used in th e  stud ies  
(a p p ro x im a te ly  1 2 % )  a n d  th e  tra f f ic  c o u n t d a ta  f o r  G lenn H ig h w a y  a t  E k lu tn a  F la ts  
(a p p ro x im a te ly  5%).

We do not agree. A value o f 5% commercial vehicles w ou ld  be too low. The tra ffic  and to ll 
revenue forecasts antic ipate tha t a significant p o rtion  o f the truck  movements o rig inating in 
the Port o f Anchorage w ill d ive rt from  the Glenn Highway to the KAC and Point MacKenzie 
Road. The Port o f Anchorage receives about 90%  o f the container fre igh t a rriv ing  in Alaska 
and serves 85% o f the population. Nearly h a lf o f that fre igh t goes north to Fairbanks, the 
in te r io r  and the North Slope. Given the location o f the Port at the southern term inus o f the 
KAC, and the d irect access from  the Port to the KAC, i t  is reasonable to assume tha t the easier 
tr ip  north  would be on the KAC ra ther than through the streets o f Anchorage and up the 
Glenn Highway. Further, w ith  the re la tive ly  low  tra ffic  volumes on the KAC to start, th is w ill 
be a high percentage o f KAC traffic.

The forecasts fo r the KAC also envision s ign ificant commercial vehicle demand that w ill be 
generated from  w ith in  Anchorage. This includes commercial vehicle tra ffic  from  the Port of 
Anchorage, as well as delivery trucks, recreational vehicles and campers trave lling  between 
Anchorage and Mat-Su Borough. Remember, fo r th is  purpose, commercial vehicles include all 
vehicles w ith  three o r m ore axles includ ing tw o axle vehicles tow ing a single axle tra ile r.

In addition, the KAC w ill facilitate the expansion and fu rthe r developm ent o f Port MacKenzie, 
w hich w ill greatly increase the level o f commercial tra ffic  in and through the Mat-Su Borough. 
Existing developments [such as the Goose Creek Correctional Center) and fu tu re  industria l 
land developm ent in the Mat-Su Borough are additional reasons fo r the anticipated 
p ropo rtion  o f commercial vehicles on the KAC. The shortage o f industria l land in  Anchorage 
has been established.

Sim ilarly, there is a well-docum ented shortage o f residential land in the Anchorage Bowl. 
Once the KAC opens, there w ill be a large area o f industria l and residential land ready for 
development. The Port MacKenzie industria l d is tric t has 8,942 acres [about 14 square miles) 
less than five miles from  Anchorage. Construction activ ities from  these land development
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activ ities alone w ill generate a substantial volum e of commercial vehicles on the KAC. The 
tra ffic  and to ll revenue forecasts also anticipate in term odal comm ercial vehicle activ ity, 
especially once the second route  to  the Parks H ighway is constructed. The p rox im ity  o fthe  
ports, ra il and the industria l d is tric t w ill lead to  commercial vehicle use o fth e  KAC.

The 2007 Proposed Knik Arm  Bridge Study analysis was based upon available vehicle 
classification data provided by the Alaska Departm ent o f T ransporta tion and Public Facilities 
(DOT&PF) from  th e ir perm anent tra ffic  recorder stations. We did no t re ly  exclusively on the 
vehicle classification counts from  the perm anent recorder station on the Glenn H ighway at 
Eklutna Flats, reported earlier. Other relevant count locations w ere on the Glenn H ighway at 
Kepler D rive  and on the Parks Highway at W illow . Commercial vehicle shares on the Glenn 
H ighway at Kepler Drive ranged from  8.9% to 11.4% between 2003 and 2009. Commercial 
vehicle tra ffic  on the Parks H ighway at W illow  ranged from  14.7% to 21.2% between 2005 
and 2011. The value tha t CDM Smith used fo r p ropo rtion  o f commercial vehicles in the tra ffic  
stream (12% ) generally reflected experience on these locations and the anticipated role of 
the KAC connecting the Mat-Su Borough to Anchorage.

a T he c o n s ta n t c o m m e rc ia l v e h ic le /p a s s e n g e r veh ic le  s p lit  used in th e  s tu d ies  th ro u g h o u t the  
s tu d y  p e rio d .

We explained our considerable experience from  o ther "greenfie ld” projects, in which the 
p ropo rtion  o f commercial vehicles increased gradually over tim e. Given tha t fo r the purposes 
o f th is study, the de fin ition  o f commercial vehicles includes all vehicles w ith  three or more 
axles inc lud ing  tw o axle vehicles tow ing  a one axle tra ile r, we th in k  tha t the 12% commercial 
vehicles is a reasonable s ta rting  value and tha t hold ing that num ber constant over tim e is 
also reasonable, i f  not a conservative forecast assumption.

* The o p t im a lity  o f  a c o n s ta n t re a l to ll o f  $ 5  th ro u g h o u t th e  s tu d y  p erio d .

Our to ll sens itiv ity  analysis demonstrated tha t the revenue-m axim izing to ll rate fo r 
passenger vehicles was $6,00 in  2005 dollars. CDM Smith does not recommend to ll rates at 
the very top  o f the to ll sens itiv ity  curve (the "op tim a l" to ll rate) in o rder to  a llow  fo r 
productive  fu tu re  to ll rate increases once the fa c ility  is open to operation. In our 2011 update 
o f the analysis, we assumed an opening year passenger vehicle to ll rate o f $5.00 in 2016 
dollars, w h ich  allows even more "headroom” between the opening to ll rate and the revenue- 
m axim izing rate. This is norm al practice in p ric ing  a new to ll facility.

* The d iffe re n c e  in im p lic it  e la s tic itie s  b e tw e e n  th e  2 0 0 7  a n d  2 0 1 1  re p o rts  a n d  th e  usage o f th e  
2 0 0 7  r e p o r t  e la s tic itie s  in th e  2 0 1 1  p ro jec tion s .

The updated travel demand model, used in the 2011 analysis, was run under a range o f to ll 
rates w ith  a diversion curve coded in to  the assignment process. In th is way, the travel 
demand model takes in to  consideration the to ll rate, time savings and distance savings
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between each o rig in  and destination pa ir w ith in  the tra ffic  assignment process. The results o f 
these runs were presented in  the to ll sensitiv ity curves from  w hich  a to ll rate fo r passenger 
vehicles was selected. TJ&A’s apparent confusion may be due to the lack o f experience in 
trave l demand m odeling p a rticu la rly  the to ll d iversion process and to ll sensitiv ity  analysis 
norm a lly  incorporated in to  tra ffic  and revenue studies.

Recommendations
• E x a m in e  ro a d  c o n d itio n s  such as  in s tan ce  d e lay  m in u te s  on a lte rn a t iv e  tr ip  ass ign m en ts ) in th e  

M SA th ro u g h o u t th e  s tu d y  p e r io d  as  tra f f ic  levels rise.

• U p d a te  th e  o r ig in -d e s tin a tio n  p a ir in g s .

As explained in  ou r orig ina l response, all trave l demand models are validated to  data from  a 
h is to ric  year and then applied to the future. This includes h is to ric  roadway conditions and 
"O-D pairings.” CDM Smith constructed and documented a va lid  travel demand model fo r the 
KAC and then used tha t model to produce tra ffic  and to ll revenue estimates. This is the 
processes used fo r every trave l and demand m odeling study, w he ther fo r a regional planning 
study o r fo r a tra ffic  and revenue study.

The TJ&A suggestions are d ifficu lt to understand. CDM Smith has already “provided forecast 
land use patterns fo r the re levant TAZs to  the north o fth e  proposed KAC and forecast 
ne tw ork conditions (possib ly at 10 year intervals}.” We have actually done th is at 5 year 
intervals and reported the results.

• Revise d o w n w a rd s  th e  fo re c a s t  g ro w th  in  households d u r in g  th e  s tu d y  p e r io d  in lin e  w ith  ISER  
g ro w th  rates.

• Revise d o w n w a rd s  th e  fo re c a s t g ro w th  ra te  in e m p lo y m e n t d u r in g  the s tu d y  p e r io d  in lin e  w ith  
IS E R  g ro w th  ra tes .

TJ&A’s proposal to  test the re liab ility  o f short te rm  forecasts made before the Great Recession 
is jus t not very reasonable or constructive. CDM Smith provided the forecasts o f employment 
and households by TAZ in an email to T im othy James on October 18, 2012.

We disagree w ith  TJ&A's recomm endation o f using ISER grow th rates in the forecasts o f KAC 
tra ffic  and to ll revenue. Significant, detailed e ffo rt w en t in to  the developm ent o f land use 
forecasts specifically constructed to reflect the im pact tha t the KAC w ill have on the Mat-Su 
Borough and Anchorage. This level o f e ffo rt is s im ply not part o f many general transportation 
p lanning studies, inc lud ing  ISER's.

Also, as part o f the risk  analysis, CDM Smith produced a range o f tra ffic  and to ll revenue 
forecasts w ith  assigned probabilities, not just a single forecast. The p rim ary  source of risk 
was fu ture  socio-economic conditions. The effect o f low er household and employment
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grow th  were reflected in th is  part of our analysis. We understand that KABATA used th is 
in fo rm a tion  as part o f th e ir  financial p lanning fo r the KAC.

* U p d a te  th e  g a s o lin e  p ric e s  in  VOC estim ates, a n d  g iv e  a d d it io n a l co n s id era tio n  to  a lte rn a t iv e  
s c e n a rio s  f o r  fu tu r e  g a s o lin e  p r ic e  levels  th ro u g h o u t th e  s tu d y  period .

A basic assumption in all o f our to ll studies is tha t the long term  increase in gasoline prices 
w ill  not substantia lly  outpace in fla tion. There w ill be fluctuations year to  year, but our 
forecasts are developed focusing on long term  assumptions and trends and not short te rm  
v o la tility . CDM Smith has extensive experience w ith  testing  the impacts of s ign ificant fuel 
price  surges and has reviewed impacts on o ther facilities we m on ito r through the surges 
experienced over the last decade. Short te rm  negative to ll revenue impacts as a resu lt o f 
testing fuel price surges have been in the 5% range. However, since the crossing w ill resu lt in  
considerable savings in distance, a sizable increase in  fuel prices may actually make the KAC 
m ore a ttractive  to cars and particu la rly  trucks. The add itiona l savings in  fuel costs would 
offset a la rger portion  o f the to ll. In our opinion, h igher long-term  fuel prices are not a 
s ign ifican t r is k  to  the KAC tra ffic  and to ll revenue projections.

« A d ju s t V O T  e s tim a te s  f o r  ch an g es  in re a l inco m e o v e r  th e  s tu d y  period .

We stated in  our in itia l response that there were tw o  issues: the in itia l value of tim e (VOT) 
and the changes in VOT over time. We understand th a t T j& A ’s comment was about "the need 
fo r VOTs to be updated th roughou t the forecasting period to  reflect changes in real income.” 
As we explained, over the long term  increases in real income are indeed quite likely. These 
w ill, however, reduce the im pact o f the to ll on travelers. CDM Smith did not a llow  fo r 
expected increases in real income as a conservative approach to tra ffic  and to ll revenue 
estim ation. Additiona l data was provided in our previous response as background on the 
general re la tion  between VOT and median household income.

* E n h a n c e  th e  r is k  analysis, to  inc lude a w id e r  s e t o f  in p u t  v a r ia b le s  w ith  w e ll-sp ec ified  
d is tr ib u tio n s  in th e  M o n te  C a rlo  s im u la tio n .

CDM Smith has no fu rthe r comment, except to p o in t out tha t TJ&A has not suggested any 
o ther variables (except possibly VOC) o r any o ther p robab ility  d istribu tions.

* C o m m issio n  an  in d e p e n d e n t o rg a n iz a tio n  to p ro d u c e  t ra f f ic  a n d  to ll reven u e  p ro je c tio n s  based  
on m o d e lin g  f o r  th e  p e r io d  2 0 3 7  th ro u g h  2 0 5 1 .

CDM Smith confirm s that 2035 was the last model year. Beyond th is time period, the 
underly ing  socio-economic forecasts and transpo rta tion  planning in fo rm ation  does not exist. 
Regional transporta tion  plans do not go out fu rthe r in to  the future. There is no need to 
commission anyone to forecast tra ffic  and to ll revenue fo r th is tim e period. The approach 
taken by the A u tho rity  was to assume no tra ffic  g row th  a fte r the year 2040, but an
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in fla tion a ry  2.5% per year to ll rate increase. CDM Smith considers th is a reasonable, even 
conservative, assumption tha t is in line w ith  to ll industry  practice.

Once again, thank you fo r the o pp o rtu n ity  to  partic ipate  in the Knik A rm  Crossing project. Please let 
us know  i f  you have questions or requ ire  fu rthe r in form ation.

Sincerely,

Scott A. A lla ire  
Vice President 
CDM Smith Inc.

Grant R. Holland 
Vice President 
CDM Smith Inc.

Enclosure: Response to the Independent Review o f T ra ffic  and Toll Revenue Projections 
by T im o thy  James & Associates, February 15, 2013
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THE STATE

0/A L A S K A
G O V E R N O R  S E A N  P A R N E L L

D e p a r tm e n t  o f  T r a n s p o r ta t io n  a n d  

P u b lic  F a c i l i t ie s

OFFICE OF THE COMMISSIONER 
Patrick J. Kemp, P.E., Commissioner

3 1 3 2  C h a n n e l  D r i v e  

P . O .  B o x  1 1 2 5 0 0  

J u n e a u ,  A l a s k a  9 9 8 1 1  - 2 5 0 0  

M a i n :  9 0 7 . 4 6 5 . 3 9 0 0  

F a x :  9 0 7 . 5 8 6 . 8 3 6 5

R E C E I V E D  d o t . s t a t e . a k . u s

March 22, 2013 M A R  2 9 2013

Kris Curtis, CPA, CISA LEGISLATIVE AUDI'
Division of Legislative Audit
Alaska State Legislature
PO Box 113300
Juneau, AK 99811-3300

Dear Ms. Curtis:

The Department o f Transportation and Public Facilities has reviewed the preliminary audit report 
on:

D epartm ent o f  T ransportation a n d  P u b lic  F acilities, K nik Arm B ridge a n d  Toll Authority, 

K nik Arm C rossing P roject, M arch 6, 2013 .

The Department has no comments as the only finding is specific to the Knik Arm and Bridge 
Authority.

r

mPatrick J. Kemp, P.E7 
Commissioner
Department of Transportation and Public Facilities

Cc: Gary Hogins 
Kim Rice 
Mary Siroky 
Andrew Niemiec 
Roger Healy 
June Gotschall

"Get Alaska Moving through service and infrastructure. ”
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A

K n ik  A rm  B r id g e  a n d  

T o ll A u th o r ity

S 2 Q  E a s l  l S ' h A v e n u e  

A n c h o r a g e  A l a s k a  9 9 5 0 1  

M a i n :  9 0 7 . 2 6 9 . 6 6 9 8  

F a x :  9 0 7 . 2 6 9 . 6 6 9 /

R E C E I V E D  

APR 0 12013
April 1,2013

LEGISLATIVE AUDIT

M e m b e r s  o f  t h e  L e g i s l a t i v e  B u d g e t  

a n d  A u d i t  C o m m i t t e e ,

R e :  R e s p o n s e  t o  P r e l i m i n a r y  A u d i t  R e p o r t  -  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s ,  K n i k  

A n n  B r i d g e  a n d  T o l l  A u t h o r i t y ,  K n i k  A n n  C r o s s i n g  P r o j e c t .  A u d i t  C o n t r o l  N o .  2 5 - 3 0 0 6 8 - 1 3 .

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  r e s p o n d  t o  t h e  M a r c h  7 ,  2 0 1 3  A u d i t  R e p o r t  i s s u e d  b y  t h e  D i v i s i o n  o f  

L e g i s l a t i v e  A u d i t  ( D L A ) .  T h e  K n i k  A n n  B r i d g e  a n d  T o l l  A u t h o r i t y  ( K A B A T A )  w e l c o m e s  t h e  

L e g i s l a t u r e ’ s  r e v i e w  o f  t h e  w o r k  p e r f o r m e d  b y  a n d  o n  b e h a l f  o f  t h e  A u t h o r i t y ,  a n d  t h e  r e v i e w  o f  p r o j e c t  

d e v e l o p m e n t  a c t i v i t i e s  a c c o m p l i s h e d  i n  o r d e r  t o  d e l i v e r  t h i s  l e g i s l a t i v e l y  m a n d a t e d  p r o j e c t .

R E S P O N S E  S U M M A R Y

W e  h a v e  r e v i e w e d  t h e  A u d i t  R e p o r t  p r e p a r e d  b y  D a n n a  M o s e r  a n d  L i n d a  D a y  a t  D L A  a n d  f i n d  t h a t  t h e  

a u d i t  o b j e c t i v e s  h a v e  n o t  b e e n  m e t  a n d  t h e  a u d i t  i s  i n c o m p l e t e .  D L A ' s  j u s t i f i c a t i o n  f o r  l i m i t i n g  t h e  

s c o p e  o f  t h i s  a u d i t  i s  f l a w e d .  T h i s  C o m m i t t e e  d e s e r v e s  a  c o m p r e h e n s i v e  a c c o u n t i n g  o f  t h e  n u m e r o u s  

b e n e f i t s  a n d  s a f e g u a r d s  i n c o r p o r a t e d  i n t o  t h e  a c t u a l  c o n t r a c t  f o r  t h i s  p r o j e c t .  A s  o u r  l e g a l  t e a m  

o b s e r v e d ,  “ T h e  R e p o r t ’ s  s o l e  f o c u s  o n  t h e  t r a f f i c  a n d  r e v e n u e  r i s k  f a i l s  t o  c o n v e y  a  c o m p l e t e  p i c t u r e  o f  

t h e  o v e r a l l  r i s k  a n d  r e w a r d  c a l c u l u s  f o r  t h i s  p r o j e c t  a n d  i n  d o i n g  s o  l e a v e s  a n  a s t o n i s h i n g l y  i n c o m p l e t e  

a n d  d i s t o r t e d  a s s e s s m e n t  o f  t h e  p r o p o s e d  p r o j e c t . ”  T h e  N o s s a m a n  L L P  l e t t e r  d a t e d  A p r i l  1 .  2 0 1 3  i s  

h e r e b y  i n c o r p o r a t e d  i n t o  o u r  r e s p o n s e  i n  A t t a c h m e n t  1 .

W e  d i s a g r e e  w i t h  t h e  A udit R eport Conclusions  a n d  w i t h  Recommendation No. 1. T h i s  

r e c o m m e n d a t i o n  r e l i e s  o n  M a t S u  B o r o u g h  ( M S B )  s t u d i e s  t h a t  a s s u m e  t h a t  t h e r e  w i l l  b e  n o  c h a n g e  t o  t h e  

t r a d i t i o n a l  p o p u l a t i o n  a n d  e c o n o m i c  g r o w t h  c o n d i t i o n s  i n  t h e  P o i n t  M a c k e n z i e  a r e a  a f t e r  t h e  K A C  i s  

b u i l t .  W h i l e  t h i s  a s s u m p t i o n  m a y  b e  a p p r o p r i a t e  f o r  a  l o c a l  s t u d y  t h a t  i s  u p d a t e d  e v e r y  f e w  y e a r s ,  i t  i s  a n  

e n t i r e l y  i n a p p r o p r i a t e  a s s u m p t i o n  f o r  t h e  K A C  t r a f f i c  m o d e l .

A n y  p u b lic  d is tr ib u tio n  a n d /o r  u s e  o f  th is  d o c u m e n t and  th e  in c o rp o ra ted  a t ta c h m e n ts  m ust b e  u sed  to g e th e r  in th e ir  en tire ty . P a g e  | 1
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E v a l u a t i n g  t r a f f i c  a n d  r e v e n u e  r i s k  c a n  b e  a c h i e v e d  b y  u s i n g  t h e  K A C  f i n a n c i a l  r i s k  a n a l y s i s .  T h e  r i s k  ♦

a n a l y s i s  i s  a  d e c i s i o n  m a k i n g  t o o l  d e s i g n e d  t o  e v a l u a t e  t h e  r i s k  a s s o c i a t e d  w i t h  a  r a n g e  o f  t o l l  r e v e n u e  

o u t c o m e s .  I t  w i l l  b e  r e l i e d  u p o n  b y  t h e  r a t i n g  a g e n c i e s ,  l e n d e r s  a n d  i n v e s t m e n t  b a n k e r s  a s  t h e y  e v a l u a t e  

t h i s  p r o j e c t  f o r  i n v e s t m e n t  r e l i a b i l i t y ,  a n d  i t  i s  a n  a p p r o p r i a t e  t o o l  f o r  l e g i s l a t i v e  d e c i s i o n  m a k i n g .  D L A  

s h o u l d  h a v e  c o n s i d e r e d  t h e  v a r i o u s  o u t c o m e s ,  q u a n t i f i e d  t h e m  a n d  w e i g h e d  t h e m  a g a i n s t  t h e  b a l a n c e  o f  

b e n e f i t s  a n d  r i s k s  e s t a b l i s h e d  i n  t h e  K A C  P 3  a g r e e m e n t .  F a i l u r e  t o  c a r r y  o u t  t h i s  i m p o r t a n t  a s p e c t  o f  t h e  

a u d i t  o b j e c t i v e s  d e p r i v e s  t h e  l e g i s l a t o r s  o f  a  c o m p r e h e n s i v e  a s s e s s m e n t  f r o m  w h i c h  t o  m a k e  i n f o r m e d  

d e c i s i o n s .

S o m e  o f  o u r  r e s p o n s e s  i n  t h e  f o l l o w i n g  A u d i t  R e p o r t  E v a l u a t i o n  a r e  c r i t i c a l  o f  t h e  D L A  a u d i t  p r o c e s s .

T h e s e  r e s p o n s e s  a r e  i n t e n d e d  t o  e x p r e s s  o u r  c o n c e r n  w i t h  t h e  c o n d u c t  o f  t h e  D L A  t h r o u g h o u t  t h i s  a u d i t .

D u e  t o  t h e  c o n f i d e n t i a l  n a t u r e  o f  p r e v i o u s  i n t e r a c t i o n  w i t h  D L A ,  w e  a r e  u n a b l e  t o  d i v u l g e  

c o m p r e h e n s i v e  e v i d e n c e  o f  D L A ’ s  l a c k  o f  p r o f e s s i o n a l i s m ,  t h e i r  c o n s i s t e n t  d e m o n s t r a t i o n  o f  a  o n e - s i d e d  

p e r s p e c t i v e  a n d  t h e  l a c k  o f  o b j e c t i v i t y  i n  t h e i r  w o r k .  H o w e v e r ,  t h e  p e r v a s i v e  n a t u r e  o f  t h i s  b e h a v i o r  

e x t e n d s  t o  t h i s  A u d i t  R e p o r t .  F o r  e x a m p l e ,  i n  t h e  o p e n i n g  2  p a g e  s u m m a r y  o f  t h i s  r e p o r t  t h e  D L A  

a d m i t s  t h e y  d i d  n o t  c o m p l e t e  t h e i r  a u d i t  a n d  d i d  n o t  r e v i e w  t h e  K A C  P 3  a g r e e m e n t .  F o l l o w i n g  t h i s  

a d m i s s i o n ,  D L A  e r r s  b y  s a y i n g  K A B A T A ’ s  B o a r d  d e t e r m i n e d  t h e  S t a t e  w i l l  b e a r  t h e  r i s k  o f  l o w e r  t h a n  

e x p e c t e d  r e v e n u e ,  w h e n  i n  f a c t  t h e  B o a r d ’ s  d e c i s i o n  e s t a b l i s h e d  t h a t  m a n y  o f  t h e  r i s k s  n o r m a l l y  r e t a i n e d  

b y  t h e  s t a t e  i n  c o n v e n t i o n a l l y  d e l i v e r e d  f e d e r a l  a i d  t r a n s p o r t a t i o n  p r o j e c t s  w i l l  b e  s h i f t e d  t o  t h e  p r i v a t e  

s e c t o r .  W i t h o u t  b a l a n c e  a n d  o b j e c t i v i t y ,  t h i s  c o n d u c t  i s  a  b r e a c h  o f  t h e  d u t i e s  a n d  e t h i c a l  s t a n d a r d s  o f  

t h e  C P A  p r o f e s s i o n .  C h a p t e r  1 o f  t h e  Government A uditing S tan d ard s ,  e n t i t l e d  Government Auditing: 

F oundation  a n d  E th ical P rin cip les  i s  p r o v i d e d  i n  A t t a c h m e n t  2 .

W e  r e c o m m e n d  t h a t  t h e  C o m m i t t e e  a s k  q u e s t i o n s  o f  D L A  a n d  o f  K A B A T A  t o  e n s u r e  t h a t  t h e  F i n a l  

A u d i t  R e p o r t  p r o v i d e s  a n  a c c u r a t e  u n d e r s t a n d i n g  o f  t h e  p r o j e c t ,  t h e  b a l a n c e  o f  r i s k s  a n d  b e n e f i t s  a n d  t h a t  

a c c u r a t e  i n f o r m a t i o n  i s  p r e s e n t e d .  W e  h a v e  s e r i o u s  c o n c e r n s  r e g a r d i n g  t h e  m o t i v e s  a n d  m e t h o d o l o g y  

e m p l o y e d  b y  D L A  t h r o u g h o u t  t h i s  a u d i t  p r o c e s s .  W e  b e l i e v e  t h e  C o m m i t t e e  h a s  a  d u t y  t o  e n s u r e  t h a t  

p r o c e d u r e s  f o l l o w e d  a n d  t h e  w o r k  p r o d u c e d  b y  t h e  D i v i s i o n  m e e t s  t h e  s t a n d a r d s  e s t a b l i s h e d  b y  t h e  

A m e r i c a n  I n s t i t u t e  o f  C e r t i f i e d  P u b l i c  A c c o u n t a n t s  a n d  t h e  g o v e r n m e n t  a u d i t i n g  s t a n d a r d s  e s t a b l i s h e d  

b y  t h e  U . S .  G e n e r a l  A c c o u n t i n g  O f f i c e .

A U D I T  R E P O R T  E V A L U A T I O N

K A B A T A  h a s  d e v e l o p e d  a n d  c o n t i n u e s  t o  a d v a n c e  t h e  K A C  p r o j e c t  w i t h  t h e  h i g h e s t  p r o f e s s i o n a l  

s t a n d a r d  o f  c a r e .  W e  a r e  s u p p o r t e d  b y  a  p r o f e s s i o n a l  t e a m  o f  c o n s u l t a n t s  w h o  a r e  r e c o g n i z e d  e x p e r t s  i n  

t h e i r  r e s p e c t i v e  f i e l d s .  T h e i r  c r e d e n t i a l s  a r e  p r o v i d e d  i n  A t t a c h m e n t  3 . I t  i s  a  d i s s e r v i c e  t h a t  t h i s  

i n c o m p l e t e  A u d i t  R e p o r t  d o e s  n o t  p r o v i d e  a  c o m p r e h e n s i v e  a n a l y s i s  o f  t h e  r i s k s  a n d  r e w a r d s  o f f e r e d  b y  

t h e  K n i k  A r m  C r o s s i n g  p r o j e c t  w i t h  t h e  o b j e c t i v i t y  t h a t  s h o u l d  b e  e x p e c t e d  f r o m  D L A  a n d  r e l i e d  u p o n  

b y  t h e  L e g i s l a t u r e .

A n y  p u b lic  d is tr ib u tio n  a n d /o r  u s e  o f  th is  d o c u m e n t and  th e  in co rp o ra ted  a t ta ch m en ts  m u s t b e  u sed  to g e th e r in th e ir  en tire ty . P  a g e  | 2
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T h e  A u d i t  w a s  r e q u e s t e d  o n  J a n u a r y  2 2 ,  2 0 1 2  g i v i n g  D L A  m o r e  t h a n  a  y e a r  t o  c o m p i l e  t h e i r  f i n d i n g s .  

S i n c e  F e b r u a r y  2 0 1 3 ,  D L A  h a s  b e e n  r u s h i n g  t h r o u g h  t h e  a u d i t  p r o c e s s  a n d  h a s  s c h e d u l e d  h e a r i n g s  w i t h  

y o u r  c o m m i t t e e  w i t h o u t  p r o v i d i n g  a n  a p p r o p r i a t e  p e r i o d  o f  t i m e  t o  r e c e i v e  a n d  r e v i e w  o u r  r e s p o n s e s .

W e  f i n d  t h a t  t h e r e  a r e  m a n y  s i g n i f i c a n t  e r r o r s  a n d  m i s r e p r e s e n t a t i o n  o f  s e v e r a l  t o p i c s  c r i t i c a l  t o  a n  

a c c u r a t e  a c c o u n t i n g  o f  t h i s  c o m p l e x  p r o j e c t .  K A B A T A ’ s  r e q u e s t s  f o r  a d d i t i o n a l  t i m e  t o  r e s p o n d  w e r e  

d e n i e d  b y  D L A .  P r o v i d i n g  14  d a y s  t o  r e s p o n d  t o  t h i s  A u d i t  R e p o r t  i s  i n s u f f i c i e n t  g i v e n  t h e  i n c o m p l e t e  

n a t u r e  o f  t h e  a u d i t .  W e  a r e  u n a b l e  t o  p r o v i d e  a  c o m p l e t e  r e s p o n s e  i n  t h e  t i m e  a l l o t t e d  t o  u s .  H o w e v e r ,  

i n  a n  e f f o r t  t o  p r o v i d e  y o u  w i t h  i n f o r m a t i o n  t h a t  D L A  d i d  n o t ,  w e  a r e  i n c l u d i n g  l e t t e r s  f r o m  o u r  t e a m  o f  

e x p e r t s  t h a t  w i l l  s e r v e  t o  g i v e  y o u  a  b r o a d e r  p i c t u r e  o f  t h e  K A C  P 3  a g r e e m e n t .

T h e s e  l e t t e r s  p r o v i d e  d i s c u s s i o n  o f  t h e  o v e r a l l  c o s t - b e n e f i t  o f  t h e  p r o j e c t ,  t h e  e f f e c t  o n  t h e  a v a i l a b i l i t y  

p a y m e n t  o f  c a p i t a l  c o s t  v a r i a t i o n s ,  t h e  v a l u e  t o  t h e  S t a t e  o f  c o s t  a n d  s c h e d u l e  c e r t a i n t y  a f f o r d e d  b y  t h e  

a g r e e m e n t  s t r u c t u r e ,  a n d  t h e  f l e x i b i l i t y  t o  c h a n g e  c o u r s e  d u r i n g  t h e  t e r m  o f  t h e  c o n t r a c t  s h o u l d  f u t u r e  

d e c i s i o n  m a k e r s  d e s i r e .  T h e y  a l s o  d i s c u s s  h o w  t r a f f i c  a n d  r e v e n u e  s t u d i e s  a n d  f i n a n c i a l  m o d e l s  a r e  

u s e d  i n  t h e  m u n i c i p a l  b o n d  a n d  P 3  c o n t r a c t  m a r k e t .  T h e s e  l e t t e r s  a r e  i n c o r p o r a t e d  i n t o  t h i s  r e s p o n s e  a s  

A t t a c h m e n t  1 .

L i m i t i n g  t h e  S c o p e  o f  t h e  A u d i t  i s  I n a p p r o p r i a t e .  T h e  A u d i t  O b j e c t i v e s  r e q u i r e  D L A  t o  “evaluate the 

KAC private-public-partnership  (P 3)  ag reem en t” a n d  “outline the balance o f  risks a n d  rew ards between 

pu b lic  a n d  p riv a te  p a rtn e r  entities outlined in the P 3 agreem ent. ” D L A  h a s  a d m i t t e d l y  n o t  r e v i e w e d  

t h e  K A C  P 3  a g r e e m e n t  a n d  h a s  e l e c t e d  t o  l i m i t  t h e  s c o p e  o f  t h e i r  w o r k  t o  a  r e v i e w  o f  g e n e r a l ,  p u b l i s h e d  

p r i m e r s  o n  p u b l i c  p r i v a t e  p a r t n e r s h i p s ,  c o n t e n d i n g  t h a t  “since the R F P  has not been issued, the fin a l 

term s o f  the p ro p o se d  P 3 agreem ent could  not be review ed as p a r t  o f  this audit. ”  A l t h o u g h  t h e  P 3 

a g r e e m e n t  i s  n o t  i n  f i n a l  f o r m ,  t h e r e  a r e  a  n u m b e r  o f  i m p o r t a n t  r i s k - r e w a r d  f a c t o r s  t h a t  a r e  i n h e r e n t  i n  

t h e  g e n e r a l  s t r u c t u r e  o f  a n  a v a i l a b i l i t y  p a y m e n t  p u b l i c  p r i v a t e  p a r t n e r s h i p  t h a t  c o u l d  a n d  s h o u l d  h a v e  

b e e n  d i s c u s s e d  i n  t h e  r e p o r t .  A  f i n a l i z e d  a g r e e m e n t  i s  n o t  n e e d e d  t o  u n d e r s t a n d  a n d  e x p l i c a t e  t h e s e  

f a c t o r s . 1

T h e  K A C  P 3  a g r e e m e n t  w a s  p r o v i d e d  t o  D L A  o n  M a r c h  3 ,  2 0 1 2 . O v e r  t h e  p a s t  y e a r ,  K A B A T A  h a s  

p r o v i d e d  e v i d e n c e  t o  D L A  o f  t h e  s p e c i f i c  t e r m s  i n  t h e  P 3  c o n t r a c t  t h a t  w e r e  d e v e l o p e d  t o  s a f e g u a r d  t h e  

b e s t  i n t e r e s t  o f  t h e  S t a t e  o v e r  t h e  l i f e  o f  t h e  a g r e e m e n t .  C o n t r a c t s  d e v e l o p e d  f o r  i n f r a s t r u c t u r e  p r o j e c t s  

a r e  a l l  u n i q u e ,  a n d  p u b l i c  p r i v a t e  p a r t n e r s h i p s  a n d  t h e i r  c o m p e n s a t i o n  a r r a n g e m e n t s  a r e  h i g h l y  c o m p l e x  

S e e  A t t a c h m e n t  4 . T h e  K A C  P 3  a g r e e m e n t  c o n t a i n s  s i g n i f i c a n t  i n f o r m a t i o n  d e t a i l i n g  t h e  b a l a n c e  o f  r i s k s  

a n d  r e w a r d s  b e t w e e n  t h e  p u b l i c  a n d  p r i v a t e  p a r t n e r  t h a t  i s  n e c e s s a r y  f o r  a  p r o p e r  e v a l u a t i o n .  I n  

c h o o s i n g  n o t  t o  r e v i e w  t h e  K A C  P 3  a g r e e m e n t ,  D L A  a l s o  c h o s e  t o  i g n o r e  e v e r y t h i n g  i n  o u r  r e s p o n s e s  

t h a t  i s  p a r t i c u l a r  t o  t h i s  a g r e e m e n t .  T h i s  i n t e n t i o n a l  a c t  o f  d i s r e g a r d i n g  e v i d e n c e  p r o v i d e d  b y  K A B A T A  

a n d  o u r  c o n s u l t a n t s  r e s u l t e d  i n  m i s l e a d i n g  a n d  i n c o r r e c t  i n f o r m a t i o n  t h a t  i s  p e r v a s i v e  t h r o u g h o u t  D L A ’ s  

r e p o r t .  T h e  c o n s e q u e n c e  i s  t h a t  t h e  C o m m i t t e e  w i l l  n o t  h a v e  t h e  b e n e f i t  o f  a c c u r a t e  i n f o r m a t i o n  o n  

w h i c h  t o  d e l i b e r a t e .

1 N o s s a m a n  L L C  A p r i l  1 ,  2 0 1 3 .
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T h e  A u d i t  R e p o r t  F a i l s  t o  O u t l i n e  t h e  B a l a n c e  o f  R i s k s  a n d  R e w a r d s  i n  t h e  C o n t r a c t .  T h e r e  a r e  

n u m e r o u s  b e n e f i t s  a s s o c i a t e d  w i t h  a n  a v a i l a b i l i t y  p a y m e n t  P 3  c o n t r a c t  s t r u c t u r e  t h a t  s h o u l d  h a v e  b e e n  

p r o v i d e d  i n  t h i s  r e p o r t  e v e n  u n d e r  t h e  l i m i t e d  s c o p e  c o n s t r a i n t .  A t t a c h m e n t  1 d i s c u s s e s  t h e  e f f e c t  o f  

D L A ’ s  f a i l u r e  t o  i l l u s t r a t e  t h e  o v e r a l l  c o s t - b e n e f i t  o f  t h e  K A C  p r o j e c t .  W h i l e  t h e  c o s t  o f  f i n a n c i n g  i s  a  

f a c t o r ,  t h e  d e s i g n - b u i l d  c a p i t a l  c o s t  i s  b y  f a r  t h e  s i n g l e  b i g g e s t  c o m p o n e n t  o f  t h e  a v a i l a b i l i t y  p a y m e n t .  

A v a i l a b i l i t y  p a y m e n t  P 3  b i d s  o n  p r o j e c t s  p r o c u r e d  i n  t h e  U S  h a v e  c o m e  i n  2 3 %  t o  4 2 %  l o w e r  t h a n  t h e  

o w n e r s  e s t i m a t e .2

T h e  b e n e f i t s  o f  t h e  p r o j e c t  t o  t h e  f u t u r e  s t a t e  e c o n o m y ,  n o t  t o  m e n t i o n  j u s t  t h e  A n c h o r a g e  r e g i o n ,  a r e  

m a n i f e s t ,  w e l l  d o c u m e n t e d  a n d  o r d e r s  o f  m a g n i t u d e  l a r g e r  t h a n  t h e  p o t e n t i a l  a p p r o p r i a t i o n s  n e e d s  u n d e r  

e v e n  t h e  m o s t  p e s s i m i s t i c  t o l l  r e v e n u e  s c e n a r i o .3 D L A ’ s  f a i l u r e  t o  c o m p l e t e  t h e  a u d i t  o b j e c t i v e s ,  a n d  

i n s t e a d  c h o o s i n g  t o  f o c u s  o n  a  s i n g l e  s t a t e  r e t a i n e d  r i s k  ( t r a f f i c  a n d  t o l l  r e v e n u e )  r e s u l t s  i n  a  s k e w e d  a n d  

b i a s e d  a u d i t  t h a t  a p p e a r s  t o  s u p p o r t  a  p r e d e t e r m i n e d  o u t c o m e .

C o n f i d e n t i a l i t y  I s s u e s  a n d  M i s l e a d i n g  I n f o r m a t i o n :  D L A  h a s  b e e n  p r e v i o u s l y  c a u t i o n e d  t h a t  t h e y  

c a n n o t  p u b l i s h  c o n f i d e n t i a l  i n f o r m a t i o n .  F o o t n o t e  12  o n  p a g e  18  o f  t h e  A u d i t  R e p o r t  m u s t  r e m o v e  t h e  

n a m e  o f  t h e  N R S R O  w h o  p r e p a r e d  t h e  p r o j e c t  c r e d i t  r a t i n g .  P u b l i s h i n g  t h i s  n a m e  c o u l d  b e  d a m a g i n g  t o  

t h e  p r o j e c t  a n d  t o  t h e  A l a s k a  D e p a r t m e n t  o f  R e v e n u e .  I n  a d d i t i o n .  A p p e n d i x  A  o f  t h e  A u d i t  R e p o r t  l i s t s  

p r o p e r t y  p u r c h a s e  p r i c e s  t h a t  p u r s u a n t  t o  4 9  C . F . R .  § 9 ( b )  a n d  A S  4 0 . 2 5 . 1 2 0 ( a ) ( 5 )  a r e  c o n f i d e n t i a l .

D L A  M i s c h a r a c t e r i z e s  t h e  S 2 6  m i l l i o n  “ M u n i c i p a l i t y  C o n t r i b u t i o n ” : A M A T S  i s  t h e  a c r o n y m  f o r  

A n c h o r a g e  M e t r o p o l i t a n  A r e a  T r a n s p o r t a t i o n  S o l u t i o n s ,  t h e  f e d e r a l l y  r e c o g n i z e d  M e t r o p o l i t a n  P l a n n i n g  

O r g a n i z a t i o n  ( M P O ) .  A M A T S  i s  a  m u l t i a g e n c y  ( A D O T ,  A D E C ,  M O  A )  t e a m  t h a t  w o r k s  t o g e t h e r  t o  

p l a n  a n d  f u n d  t h e  t r a n s p o r t a t i o n  s y s t e m  i n  t h e  A n c h o r a g e  B o w l  a n d  C h u g i a k - E a g l e  R i v e r  a r e a s  w h e n  

f e d e r a l  f u n d s  a r e  b e i n g  u s e d .  A l t h o u g h  l a b e l e d  a s  “ M u n i c i p a l i t y  C o n t r i b u t i o n ” ,  t h e  $ 2 6  m i l l i o n  i s  

e x p e c t e d  t o  c o m e  f r o m  f e d e r a l  f u n d s  w i t h  s t a t e  m a t c h  i n t e n d e d  f o r  u s e  w i t h i n  M u n i c i p a l i t y  o f  

A n c h o r a g e  b o u n d a r i e s ,  n o t  f r o m  m u n i c i p a l  f u n d s .

K A B A T A ’ s  O p e r a t i n g  B u d g e t :  K A B A T A ’ s  F Y 13  o p e r a t i n g  b u d g e t  d o e s  n o t  h a v e  a  g e n e r a l  f u n d  

c o m p o n e n t .

M i s l e a d i n g  A u d i t  C o n c l u s i o n s  D e m o n s t r a t e  B i a s :  A s  a  r e s u l t  o f  t h e i r  c h o i c e  t o  l i m i t  t h e  s c o p e  o f  

w o r k ,  D L A  h a s  e l e c t e d  t o  k e e p  e v i d e n c e  g a t h e r e d  o u t  o f  t h e  A u d i t  R e p o r t .  T h e  A u d i t  R e p o r t  

c o n c l u s i o n s  a r e  m i s l e a d i n g ,  a n d  w e  r e q u e s t  t h a t  t h e  a n a l y s i s  b e  p u t  i n  c o n t e x t  o f  t h e  p r o j e c t  d e l i v e r y  

m e t h o d  a n d  t h e  p h a s e d  s c h e d u l e  f o r  f u t u r e  i m p r o v e m e n t s .

D L A  i g n o r e s  e v i d e n c e  r e g a r d i n g  t h e  K A C  P 3  f u n d i n g  s t r u c t u r e .  D L A  w a s  t a s k e d  w i t h  p r o v i d i n g  t h e  

l e v e l  o f  f u n d i n g  n e c e s s a r y  t o  c o m p l e t e  t h e  p r o j e c t .  T h e  c o n c l u s i o n  t h a t  $ 1.4  b i l l i o n  i s  n e e d e d  t o

2 N o s s a m a n  L L C  A p r i l  1 ,  2 0 1 3 .

3 N o s s a m a n  L L C  A p r i l  1 ,  2 0 1 3
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c o m p l e t e  t h e  K A C  i n c o r r e c t l y  i m p l i e s  t h a t  u p g r a d i n g  t h e  i n i t i a l  c o n s t r u c t i o n  o f  a  t w o  l a n e  r o a d w a y  t o  

f o u r  l a n e s ,  r e c o n s t m c t i n g  9 .5  m i l e s  o f  t h e  e x i s t i n g  P o i n t  M a c k e n z i e  R o a d  t o  f o u r  l a n e s ,  a n d  c o n s t r u c t i n g  

a  4  l a n e  v i a d u c t  b e t w e e n  G o v e r n m e n t  H i l l  a n d  t h e  I n g r a - G a m b e l l  c o u p l e t  i s  p a r t  o f  t h e  K A C  P 3 

c o n t r a c t .  I t  i s  m i s l e a d i n g  f o r  D L A  t o  i m p l y  t h a t  i t  i s  t h e  S t a t e ’ s  r e s p o n s i b i l i t y  t o  c o m e  u p  w i t h  t h e  f u l l  

a m o u n t  o f  f u n d i n g  s h o w n .

T h e  P 3  c o n t r a c t  o n l y  o b l i g a t e s  t h e  p r i v a t e  p a r t n e r  t o  c o n s t r u c t  t h e  i n i t i a l  t w o - l a n e  b r i d g e  a n d  r o a d w a y  

b e t w e e n  A n c h o r a g e  a n d  P o r t  M a c k e n z i e  ( P h a s e  I ) .  T h e  d e c i s i o n  t o  w i d e n  P h a s e  I  t o  4  l a n e s  a n d  

c o n s t r u c t  o t h e r  r o a d w a y  a d d i t i o n s  a n d  i m p r o v e m e n t s  ( P h a s e  I I )  r e m a i n s  e n t i r e l y  w i t h i n  S t a t e  c o n t r o l .  

F u n d i n g  f o r  t h e s e  f u t u r e  p h a s e s  o f  t h e  p r o j e c t  w i l l  b e  s e c u r e d  b a s e d  o n  t h e  k n o w n  o p e r a t i o n a l  s t a t u s ,  

t r a f f i c  v o l u m e s  a n d  r e v e n u e s  o f  t h e  p r o j e c t  i f  a n d  w h e n  P h a s e  I I  i s  d e s i r e d .  I f  t r a f f i c  i s  l e s s  t h a n  

a n t i c i p a t e d ,  P h a s e  I I  c a n  b e  d e f e r r e d  o r  f o r e g o n e  e n t i r e l y  a t  t h e  S t a t e ’ s  d i s c r e t i o n .

M i s c h a r a c t e r i z a t i o n  o f  t h e  T I F I A  L o a n  P r o g r a m :  D L A ’ s  c h a r a c t e r i z a t i o n  o f  f e d e r a l  f i n a n c i n g  p r o g r a m s  

i s  o n e  e x a m p l e  o f  t h e  a p p a r e n t  i g n o r a n c e  o f  t h e  p r o g r a m s  a n d  b i a s  a g a i n s t  t h i s  p r o j e c t  t h a t  t h e y  h a v e  

d i s p l a y e d  t h r o u g h o u t  t h e  a u d i t  p r o c e s s .  R a t h e r  t h a n  c o n v e y i n g  t h e  v a l u e  o f  T I F I A  f i n a n c i n g ,  t h e  c o s t  t o  

t h e  S t a t e  w i t h o u t  T I F I A ,  a n d  t h e  c r i t i c a l  r o l e  t h a t  t h e  l e g i s l a t i o n  p l a y s  i n  s e c u r i n g  t h i s  v a l u a b l e  

f i n a n c i n g ,  D L A  c h o s e  t o  p o i n t  o u t  t h a t  t h e  p r o j e c t  d i d  n o t  r e c e i v e  a  p a s t  T I G E R  g r a n t  ( e v e n  t h o u g h  

T I G E R  i s  n o t  p a r t  o f  t h e  c u r r e n t  f i n a n c i a l  p l a n ) ,  m i s r e p r e s e n t s  t h e  s t a t u s  o f  t h e  c u r r e n t  L e t t e r  o f  I n t e r e s t  

f o r  T I F I A  ( t h e  F H W A  d i d  n o t  s t i p u l a t e  a n y  p a r t i c u l a r  f u n d i n g  l e v e l  i n  t h e  r e s e r v e  a c c o u n t ) ,  a n d  i m p l i e s  

t h a t  f e d e r a l  f i n a n c i n g  p r o g r a m s  a r e  u n l i k e l y  t o  b e  a v a i l a b l e  b y  m a k i n g  s t a t e m e n t s  l i k e  “KABATA ’s  loan 

request d id  n o t p resen t a  com pelling justification f o r  providing assistance above a  33 p ercen t 

p articip atio n  lev el’’ r a t h e r  t h a n  a c k n o w l e d g i n g  t h a t  t h e  p r o  f o r m a  K A C  f i n a n c i a l  p l a n  a s s u m e s  3 3 %  

p a r t i c i p a t i o n .  T h e  u s e  o f  i m p l i c i t  c r i t i c i s m ,  s p e c u l a t i o n  a n d  i n n u e n d o  i s  p e r v a s i v e  t h r o u g h o u t  t h e  A u d i t  

R e p o r t .

T h e  K n i k  A r m  C r o s s i n g  p r o j e c t  q u a l i f i e s  f o r  c o n s i d e r a t i o n  o f  4 9 %  T I F I A  p a r t i c i p a t i o n ,  a n d  s e c u r i n g  t h e  

h i g h e s t  r a t e  o f  T I F I A  p a r t i c i p a t i o n  p o s s i b l e  s h o u l d  b e  a  c o m m o n  g o a l .  E v e n  a t  3 3 %  p a r t i c i p a t i o n ,

T I F I A  w i l l  p r o v i d e  e x c e l l e n t  v a l u e  f o r  t h e  S t a t e .  K A B A T A  w i l l  c o n t i n u e  t o  p u r s u e  t h e  m a x i m u m  T I F I A  

l o a n  a c h i e v a b l e  f o r  t h e  p r o j e c t .  U n d e r  t h e  a m e n d m e n t s  m a d e  t o  t h e  p r o g r a m  b y  t h e  m o s t  r e c e n t  f e d e r a l  

t r a n s p o r t a t i o n  r e a u t h o r i z a t i o n ,  M A P 2 1 ,  p a s s a g e  o f  t h e  p e n d i n g  l e g i s l a t i o n  m a k e s  o b t a i n i n g  T I F I A  

f i n a n c i n g  f o r  t h e  p r o j e c t  h i g h l y  p r o b a b l e .

D L A  d e m o n s t r a t e s  s k e p t i c i s m  r e g a r d i n g  K A B A T A ’ s  s c h e d u l e  o f  c a s h  f l o w s :  D L A  i n c o r r e c t l y  s t a t e s  

t h a t  K A B A T A  d o e s  n o t  e x p e c t  f u r t h e r  g r o w t h  i n  t r a f f i c  a f t e r  2 0 4 0 . I t  i s  r e a s o n a b l e  t o  e x p e c t  t h a t  t r a f f i c  

w i l l  g r o w  u n t i l  t h e  r o a d w a y  r e a c h e s  i t s  f u l l  c a p a c i t y ;  h o w e v e r ,  i t  i s  n o t  t h e  i n d u s t r y  s t a n d a r d  t o  p r o j e c t  

t r a f f i c  g r o w t h  b e y o n d  t h e  t r a n s p o r t a t i o n  n e t w o r k  p l a n n i n g  h o r i z o n  f o r  t h e  o v e r a l l  a r e a .  T h e  f i n a n c i a l  

p l a n  c o n s e r v a t i v e l y  a s s u m e s  z e r o  t r a f f i c  g r o w t h  b e y o n d  2 0 4 0 ,  a n d  i n c l u d e s  t h e  c o s t  o f  u p d a t i n g  t r a f f i c  

a n d  r e v e n u e  p r o j e c t i o n s  o n  a  r e g u l a r  b a s i s  ( e v e r y  4  y e a r s )  w i t h i n  t h e  K A B A T A  o p e r a t i n g  c o s t s .  E v e n  

a f t e r  p r o v i d i n g  t h i s  e x p l a n a t i o n ,  D L A ’ s  c o n s u l t a n t  f i n d s  t h e  a s s u m p t i o n  o f  z e r o  t r a f f i c  g r o w t h  

“ o b v i o u s l y  s u s p e c t ”  a n d  r e c o m m e n d s  c o m m i s s i o n  o f  a n  i n d e p e n d e n t  o r g a n i z a t i o n  t o  p r o d u c e  t r a f f i c  a n d

A n y  p u b lic  d is tr ib u tio n  an d /o r  u se  o f  th is  d o cu m en t a n d  th e  in co rp o ra ted  a ttach m en ts  m u s t b e  u s e d  to g e th e r in th e ir  en tire ty . P a g e  j 5

- 1 0 5  -



t o l l  r e v e n u e  p r o j e c t i o n s  f o r  t h e  p e r i o d  2 0 3 7  t o  2 0 5 1  b a s e d  o n  t r a f f i c  m o d e l i n g .  A l t h o u g h  D L A  a n d  t h e i r  

c o n s u l t a n t  r e v i e w e d  t h e  2 0 3 5  M e t r o p o l i t a n  T r a n s p o r t a t i o n  P l a n ,  t h e y  f a i l  t o  r e c o g n i z e  t h a t  t r a f f i c  

m o d e l i n g  r e l i e s  o n  t h e s e  p l a n s  t o  p r o v i d e  p l a n n e d  r o a d w a y  n e t w o r k  i m p r o v e m e n t  i n  t h e  f u t u r e .

M o d e l i n g  t r a f f i c  b e y o n d  t h e  p r o v i s i o n s  o f  t h e  r e g i o n a l  n e t w o r k  p l a n s  w o u l d  b e  h i g h l y  u n r e l i a b l e .

D L A ’ s  i m p l i c i t  s k e p t i c i s m  i s  i l l u s t r a t e d  i n  t h i s  s e c t i o n .  D i s c u s s i n g  t h e  t o l l  p r i c e  i n  2 0 6 1  d o l l a r s  l e n d s  

n o t h i n g  t o  t h e  a n a l y s i s  o f  t h e  s c h e d u l e  o f  c a s h  f l o w s .  P r o j e c t i n g  t h o s e  t o l l  r a t e s  b a c k  t o  c u r r e n t  v a l u e  

w o u l d  r e v e a l  a  $5  t o l l  f o r  p a s s e n g e r  v e h i c l e s .  W e  a p p r e c i a t e  t h a t  D L A  r e c o g n i z e s  t h e  $ 2 .2  b i l l i o n  

s u r p l u s  e x p e c t e d  b y  2 0 6 1 ,  b u t  r a t h e r  t h a n  d i s c u s s  t h e  v a l u e  t o  t h e  S t a t e  o f  r e v e n u e  g e n e r a t e d  t h a t  c a n  

o n l y  b e  s p e n t  o n  t r a n s p o r t a t i o n  p r o j e c t s ,  t h e y  s p e c u l a t e  t h a t  i t  c o u l d  b e c o m e  a  s h o r t f a l l .

T h r o u g h o u t  t h e  a u d i t  p r o c e s s ,  D L A  h a s  r e p e a t e d l y  c a l l e d  a t t e n t i o n  t o  r e v e n u e  p r o j e c t i o n s  b e y o n d  2 0 4 0  

p e r f o r m e d  “ i n t e r n a l l y ”  b y  K A B A T A  m a n a g e m e n t  r a t h e r  t h a n  p e r f o r m e d  b y  o u r  c o n s u l t a n t s .  I l l u s t r a t i n g  

t h e  r e v e n u e  s t r e a m  a n d  t o l l  r a t e s  b e y o n d  2 0 4 0  s o u n d s  d r a m a t i c ,  b u t  t h i s  a n a l y s i s  p r o v i d e s  l i t t l e  b e n e f i t  t o  

t h e  q u e s t i o n s  b e i n g  a s k e d  t o d a y  i n  o r d e r  t o  d e l i v e r  t h e  p r o j e c t .  D L A  e i t h e r  l a c k s  t h e  f u n d a m e n t a l  

k n o w l e d g e  o f  t h e  d e v e l o p m e n t  a n d  u s e  o f  P 3  f i n a n c i a l  p l a n s  a n d  t r a f f i c  a n d  r e v e n u e  f o r e c a s t i n g ,  o r  t h e y  

a r e  t r y i n g  t o  d i s c r e d i t  t h e  i n t e g r i t y  o f  t h e  A u t h o r i t y .  E i t h e r  w a y ,  t h e r e  i s  l i t t l e  v a l u e  i n  t h i s  a n a l y s i s .

D L A  m i s r e p r e s e n t s  t h e  v a l u e  o f  t h e  M S B  M o d e l :  T h e  e c o n o m i c  m o d e l  u s e d  f o r  t h e  r e f e r e n c e d  M S B  

s t u d i e s  d o e s  n o t  c o n s i d e r  t h e  A n c h o r a g e  l a n d  s h o r t a g e  o r  t h e  a n t i c i p a t e d  e c o n o m i c  g r o w t h  t h a t  w i l l  

o c c u r  a t  P o r t  M a c k e n z i e  a s  a  r e s u l t  o f  t h e  K A C .  W h i l e  t h e  a s s u m p t i o n s  u s e d  f o r  t h e s e  s t u d i e s  m a y  b e  

a p p r o p r i a t e  f o r  t h e i r  i n t e n d e d  u s e  i n  t h e  s h o r t  t e r m ,  t h e y  a r e  n o t  a p p r o p r i a t e  f o r  a p p l i c a t i o n  t o  t h e  K A C  

t r a f f i c  m o d e l .  T r a f f i c  m o d e l  a s s u m p t i o n s  f o r  l o n g  t e r m  f i n a n c i n g  p r o j e c t s  m u s t  c o n s i d e r  t h e  l o n g  t e r m  

s o c i o e c o n o m i c  t r e n d s ,  a n d  s h o u l d  b e  t h e  r e s u l t  o f  a n  i n d e p e n d e n t l y  c o n d u c t e d  s o c i o e c o n o m i c  s t u d y .

T h e  w o r k  p e r f o r m e d  f o r  t h e  M S B  s t u d i e s  w o u l d  n o t  b e  s u f f i c i e n t  f o r  t h e  f i n a n c i a l  c o m m u n i t y .

W h a t  D L A  f a i l s  t o  e x p l a i n  i s  t h a t  l o c a l  p l a n n i n g  o r g a n i z a t i o n s  t y p i c a l l y  u p d a t e  t h e i r  p l a n s  e v e r y  f o u r  t o  

s i x  y e a r s .  E a c h  u p d a t e  w i l l  b e  b a s e d  o n  k n o w n  c h a n g e s  t h a t  o c c u r r e d  o v e r  t h e  p a s t  s e v e r a l  y e a r s ;  

c h a n g e s  i n  t h e  r o a d w a y  n e t w o r k ,  c h a n g e s  i n  e c o n o m i c  d e v e l o p m e n t  a n d  c h a n g e s  i n  l o c a l  r e g u l a t i o n s .

T h e  M S B  w i l l  g o  t h r o u g h  t h i s  p r o c e s s  a g a i n  s h o r t l y  a f t e r  t h e  K A C  o p e n s  t o  t r a f f i c .

D e v e l o p i n g  t h e  k e y  a s s u m p t i o n s  a n d  i n p u t s  f o r  a  t r a f f i c  m o d e l  s t a r t s  w i t h  p o p u l a t i o n  f o r e c a s t i n g ,  w h i c h  

i s  a n  i n e x a c t  s c i e n c e .  D L A  h a s  s e l e c t e d  a  s i n g l e  I S E R  f o r e c a s t ,  a m o n g  m a n y ,  t o  u s e  a s  a  c o m p a r i s o n .  

T h i s  w o u l d  b e  i n a d e q u a t e  f o r  t h e  K A C  t r a f f i c  m o d e l ,  a s  a  s i n g l e  f o r e c a s t  d o e s  n o t  i l l u s t r a t e  t h e  l o n g  t e r m  

t r e n d .  T h e  f o l l o w i n g  g r a p h  c o m p a r e s  s e v e r a l  p o p u l a t i o n  f o r e c a s t s  p r e p a r e d  f o r  t h e  A n c h o r a g e  

M e t r o p o l i t a n  S t a t i s t i c a l  A r e a  b y  a  n u m b e r  o f  d i f f e r e n t  f o r e c a s t e r s ,  m a n y  o f  w h i c h  w e r e  c o n d u c t e d  b y  

I S E R .
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A

-Census ISER CAGR - 

- ISER 2004 No Bridge - 

-ADOL 2006 High 

-CDM 2011 Low

-ADOL 2012 

-ISER 2005 Base 

ADOL 2006 Low

-ISER H2H Low 

-IRC 2007 

-ISER 2001 High

-ISER H2H Base

- W&P2011

- ISER 2001 Low

-ISER H2H High 

ADOL 2006 Base 

ISER 2001 Base

-CDM 2011 High CDM 2011 Base]^

C o n t r a r y  t o  t h e  A u d i t  R e p o r t  c o n c l u s i o n ,  t h e  b a s e  c a s e  ( e x p e c t e d )  p o p u l a t i o n  f o r e c a s t  f o r  t h e  K A C  i s  n o t  

u n r e a s o n a b l e .  T h e  h i g h ,  b a s e  a n d  l o w  p o p u l a t i o n  p r o j e c t i o n s  p e r f o r m e d  a l l  f a l l  w i t h i n  t h e  r a n g e  o f  o t h e r  

f o r e c a s t s ,  a n d  t h e  b a s e  c a s e ,  s h o w n  i n  r e d ,  i s  r i g h t  o n  t h e  l o n g  t e r m  t r e n d  l i n e  f o r  t h e  A n c h o r a g e  M S A .

A f t e r  f o r e c a s t i n g  p o p u l a t i o n  g r o w t h ,  t r a f f i c  m o d e l i n g  d i s t r i b u t e s  p o p u l a t i o n  b y  h o u s e h o l d  w i t h i n  t h e  

s t u d y  a r e a  a n d  u t i l i z e s  a n  e c o n o m i c  m o d e l  t o  p r e d i c t  e m p l o y m e n t  l e v e l s  a n d  d i s t r i b u t i o n .  A p p e n d i x  D  

o f  t h e  A u d i t  R e p o r t  a n d  A t t a c h m e n t  6  h e r e i n  c o n s i s t s  o f  a  d o c u m e n t  p r e p a r e d  b y  W e s t e r n  

D e m o g r a p h i c s ,  I n c .  ( W D I )  w h i c h  l i s t s  t h e  c o n c e p t u a l  d i f f e r e n c e s  b e t w e e n  t h e  2 0 1 2  M S B  t r a f f i c  m o d e l  

a s s u m p t i o n s  p r e p a r e d  b y  W D I  a n d  t h e  K A C  m o d e l  a s s u m p t i o n s .  I n  t h e  A u d i t  R e p o r t ,  D L A  o n l y  

i d e n t i f i e s  t h e  d i f f e r e n c e s  f o u n d  i n  A p p e n d i x  D  t h a t  “ s u p p o r t  l o w e r  f o r e c a s t s , ”  a n d  n e g l e c t s  t o  

a c k n o w l e d g e  t h e  p r i m a r y  k e y  d i f f e r e n c e ,  t h e  c h o s e n  E c o n o m i c  M o d e l .

W D I  p o i n t s  o u t  i n  A p p e n d i x  D  t h a t  t h e  2 0 1 2  M S B  t r a f f i c  m o d e l  u s e d  a  “ L o c a l  M i c r o  E c o n o m i c  M o d e l ”  

t h a t  a s s u m e s  “ T r a d i t i o n a l  J o b  G r o w t h  L i n k e d  t o  L o c a l  C o n d i t i o n s . ”  T h e s e  a s s u m p t i o n s  c o n f i r m  t h a t  t h e  

2 0 1 2  M S B  t r a f f i c  m o d e l  d o e s  n o t  t a k e  i n t o  c o n s i d e r a t i o n  t h e  e c o n o m i c  i n f l u x  f r o m  A n c h o r a g e  t h a t  c a n  

b e  e x p e c t e d  w h e n  t h e  K A C  i s  c o n s t r u c t e d .  T h i s  m i g h t  a l s o  e x p l a i n  w h y  t h e  d r a f t  2 0 1 2  M S B  t r a f f i c

A ny p u b lic  d is tr ib u tio n  an d /o r  u se  o f  th is  d o c u m e n t and  th e  inco rp o ra ted  a ttach m en ts  m u s t b e  u sed  to g e th e r in  th e ir  en tire ty . P a g e  | 7
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m o d e l  p r e d i c t s  o n l y  4 ,5 1 5  j o b s  i n  t h e  P o i n t  M a c k e n z i e  a r e a  ( 2 0 3 5 )  w h e n  a  2 0 0 9  I S E R  s t u d y  e n t i t l e d  

“ B e n e f i t s  o f  t h e  C o o k  I n l e t  F e r r y  t o  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e ”  c o n c l u d e s  t h a t  t h e  i n t r o d u c t i o n  o f  

f e r r y  s e r v i c e  a l o n e  w o u l d  g e n e r a t e  6 ,8 6 6  j o b s  b y  2 0 4 0 4 . I S E R  e s t i m a t e s  t h e  h i g h  c a s e  e m p l o y m e n t  a t  

1 2 ,8 2 2  j o b s  f o r  t h e  P o i n t  M a c k e n z i e  a r e a  i n  t h a t  s t u d y .

T h e  A u d i t  R e p o r t  i s  p a r t i c u l a r l y  c r i t i c a l  o f  t h e  K A C  e m p l o y m e n t  a s s u m p t i o n s  f o r  P o r t  M a c k e n z i e ,  

s t a t i n g  t h a t  t h e y  a r e  “ i n c o n s i s t e n t  w i t h  t h e  P o r t ’ s  m a s t e r  p l a n  a n d  r e g u l a t i o n s . ”  T h e  2 0 1 1  K A C  t r a f f i c  

m o d e l  i n c l u d e d  t h e  a s s u m p t i o n  o f  s o m e  r e t a i l  d e v e l o p m e n t  w i t h i n  P o r t  M a c k e n z i e  b o u n d a r i e s .  I n  J u l y  

2 0 1 2 ,  a  y e a r  a f t e r  t h e  K A C  t r a f f i c  m o d e l  w a s  c o m p l e t e d ,  t h e  M S B  A s s e m b l y  e n a c t e d  l e g i s l a t i o n  c r e a t i n g  

a  P o r t  M a c k e n z i e  S p e c i a l  P u r p o s e  D i s t r i c t  w h i c h  n o w  r e s t r i c t s  r e t a i l  d e v e l o p m e n t  i n  t h e  P o r t ,  m a k i n g  

t h e  2 0 1 1  K A C  r e t a i l  a s s u m p t i o n  “ i n c o n s i s t e n t  w i t h  t h e  P o r t ’ s  m a s t e r  p l a n  a n d  r e g u l a t i o n s . ”  H o w e v e r ,  

t h e  P o r t  M a c k e n z i e  M a s t e r  P l a n  U p d a t e  i d e n t i f i e s  1,021  a c r e s  a s  a  n e w  P o r t  C o m m e r c i a l  D i s t r i c t  

( P C D ) .5 T h e  P C D  i s  i n t e n d e d  f o r  n o n - r e t a i l  c o m m e r c i a l  a n d  l i g h t  i n d u s t r i a l  u s e s ,  w i t h  d e n s e  

c o m m e r c i a l  d e v e l o p m e n t  e n c o u r a g e d  n o r t h  o f  L a k e  L o r r a i n e .  I n  o r d e r  t o  v e r i f y  t h a t  t h e  e m p l o y m e n t  

a s s u m p t i o n s  u s e d  f o r  t h e  K A C  t r a f f i c  m o d e l  w e r e  s t i l l  v a l i d ,  w e  e v a l u a t e d  a r e a s  i n  A n c h o r a g e  t h a t  h a v e  

n o n - r e t a i l  c o m m e r c i a l  a n d  l i g h t  i n d u s t r i a l  u s e s .  E m p l o y m e n t  d a t a  f r o m  t h e  A M A T S  t r a f f i c  m o d e l  

i l l u s t r a t e s  t h a t  a n  e m p l o y m e n t  d e n s i t y  o f  6 -2 5  j o b s  p e r  a c r e  c a n  b e  e x p e c t e d  f o r  t h e  p r e s c r i b e d  l a n d  u s e .  

T h e  K A C  m o d e l  e s t i m a t e s  a b o u t  10  j o b s  p e r  a c r e  i n  t h i s  a r e a  o f  t h e  p o r t  b y  2 0 3 5 ,  w h i c h  i s  c o n s i s t e n t  

w i t h  t h e  c u r r e n t  i n t e n d e d  l a n d  u s e  i n  t h e  P C D .  T h e  M S B  m o d e l  e s t i m a t e s  a b o u t  1 j o b  p e r  a c r e  i n  t h i s  

a r e a  ( M S B  m o d e l  i n f o r m a t i o n  p r o v i d e d  b y  A D O T ) .  I t  i s  a l s o  r e a s o n a b l e  t o  a s s u m e  t h a t  r e t a i l  

d e v e l o p m e n t  w i l l  o c c u r  o u t s i d e  t h e  P o r t  M a c k e n z i e  b o u n d a r i e s  i n  t h e  P o i n t  M a c k e n z i e  a r e a .

I t  i s  i m p o r t a n t  t o  n o t e  t h a t  o n  M a r c h  2 1 ,  2 0 1 3 ,  t h e  M a t S u  B o r o u g h  C h i e f  o f  P l a n n i n g  c o n f i r m e d  t h a t  t h e  

2 0 1 2  M S B  t r a f f i c  m o d e l  i s  n o t  c o m p l e t e .  A  f u l l y  c a l i b r a t e d  t r a f f i c  m o d e l  d o e s  n o t  e x i s t .  S h e  s t a t e d  t h a t  

A D O T  n e e d s  t o  a m e n d  t h e  c o n s u l t a n t  c o n t r a c t ,  a n d  e s t i m a t e s  t h a t  i t  w i l l  b e  a  m o n t h  o r  t w o  b e f o r e  t h e  

w o r k  p r o d u c t  i s  r e l e a s e d  f o r  p u b l i c  r e v i e w .

K A B A T A  h a s  i n d e p e n d e n t  v e r i f i c a t i o n  o f  k e y  t r a f f i c  m o d e l  v a r i a b l e s .  T h e  A u d i t  R e p o r t  i n c o r r e c t l y  

c l a i m s  t h a t  K A B A T A ’ s  p r o j e c t e d  t r a f f i c  g r o w t h  r a t e ,  p e r c e n t  c o m m e r c i a l  v e h i c l e  a s s u m p t i o n  a n d  

e c o n o m i c  g r o w t h  i n  t h e  P o i n t  M a c K e n z i e  a r e a  a r e  n o t  s u p p o r t e d  b y  i n d e p e n d e n t  s o u r c e s .

I n  M a r c h  2 0 0 6 ,  H D R  A l a s k a ,  I n c .  ( H D R )  p r e p a r e d  a  T ransportation P lanning M odel Technical R eport 

a s  p a r t  o f  t h e  E n v i r o n m e n t a l  I m p a c t  S t a t e m e n t  p r o c e s s  f o r  t h e  K n i k  A r m  C r o s s i n g .  A p p e n d i x  I  t o  t h a t  

r e p o r t  i s  t i t l e d  L a n d  Use a n d  T ransportation F orecasting  w h i c h  d i s c u s s e s  t h e  K A C  t r a f f i c  m o d e l  

d e v e l o p e d  b y  H D R  ( s e e  A t t a c h m e n t  5 ) .  T h e  c o m p l e t e  r e p o r t  c a n  b e  f o u n d  o n  o u r  w e b s i t e .

H D R ’ s  2 0 0 6  t r a f f i c  m o d e l ,  w h i c h  a s s u m e d  a  2 0 1 0  o p e n i n g  d a t e  f o r  t h e  b r i d g e ,  f o r e c a s t s  4 6 ,6 5 2  v e h i c l e s  

p e r  d a y  o n  t h e  b r i d g e  i n  2 0 3 0 ,  1 2 %  c o m m e r c i a l  v e h i c l e s ,  a n d  2 7 ,0 4 6  v e h i c l e s  p e r  d a y  o n  P o i n t

4 Benefits of the Cook Inlet Ferry to the Municipality of Anchorage, ISER, 2009
5 Port Mackenzie Master Plan Update, Matanuska Susitna Borough, 2011
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*

M a c k e n z i e  R o a d  b e y o n d  t h e  P o r t  M a c k e n z i e  b o u n d a r y .  T h e  d i f f e r e n c e  b e t w e e n  t r a f f i c  o n  P o i n t  

M a c k e n z i e  R o a d  a n d  t h e  t r a f f i c  o n  t h e  b r i d g e  ( a  d i f f e r e n c e  o f  1 9 ,6 0 6  v e h i c l e s  p e r  d a y )  i l l u s t r a t e s  t h e  

e x p e c t e d  t r a f f i c  t r a v e l i n g  b e t w e e n  A n c h o r a g e  a n d  P o i n t  M a c k e n z i e  i n  r e s p o n s e  t o  s t r o n g  e c o n o m i c  

g r o w t h  i n  t h e  P o i n t  M a c k e n z i e  a r e a ,  p a r t i c u l a r l y  w i t h i n  t h e  P o r t  M a c k e n z i e  b o u n d a r i e s .  S i m p l y  s t a t e d .  

H D R  f o r e c a s t e d  t h a t  4 2 %  o f  t h e  t r a f f i c  o n  t h e  b r i d g e  i s  e x p e c t e d  t o  c o n s i s t  o f  t r i p s  b a c k  a n d  f o r t h  

b e t w e e n  A n c h o r a g e  a n d  P o i n t  M a c k e n z i e  i n  2 0 3 0 . T h i s  i s  a  c o m p l e t e l y  d i f f e r e n t  p a r a d i g m  t h a n  t h e  

c u r r e n t  G l e n n  H i g h w a y  t r a f f i c  p a t t e r n .

T h e  K A C  t r a f f i c  m o d e l  p r e p a r e d  b y  C D M  S m i t h  i s  t h e  r e s u l t  o f  a n  i n d e p e n d e n t  e c o n o m i c  a n d  

d e m o g r a p h i c  s t u d y  p r e p a r e d  t o  p r o v i d e  a  c o r r o b o r a t i n g  e x a m i n a t i o n  o f  t h e  a s s u m p t i o n s  a n d  i n p u t s  o n  

w h i c h  t h e  H D R  2 0 0 6  m o d e l  w a s  b a s e d ,  o f f e r i n g  a  c r o s s  c h e c k  o n  l o c a l  f o r e c a s t i n g  m e t h o d o l o g i e s  a n d  

s t r e n g t h e n i n g  t h e  r e l i a b i l i t y  o f  t h e  f o r e c a s t e d  t r a f f i c  v o l u m e s .6 T h i s  i s  a n  e s s e n t i a l  e x e r c i s e  w h e n  

d e v e l o p i n g  a n  i n v e s t m e n t  g r a d e  t r a f f i c  a n d  t o l l  r e v e n u e  s t u d y .  O v e r  t h e  y e a r s ,  r a t i n g  a g e n c i e s  h a v e  

b e c o m e  i n c r e a s i n g l y  s k e p t i c a l  a b o u t  r e l y i n g  u p o n  t h e  e c o n o m i c  p r o j e c t i o n s  m a d e  b y  r e g i o n a l  p l a n n i n g  

o r g a n i z a t i o n s .  H i s t o r i c a l l y ,  t h e s e  m o d e l s  h a v e  b e e n  s u b j e c t  t o  p a r o c h i a l  f a c t o r s  t h a t  h a v e  t e n d e d  t o  

e i t h e r  i n f l a t e  o r  d e f l a t e  a c t u a l  g r o w t h  p r o j e c t i o n s .  A s  a  r e s u l t ,  r a t i n g  a g e n c i e s ,  a n d  t h r o u g h  t h e m  t h e  

f i n a n c i a l  c o m m u n i t y ,  h a v e  l o o k e d  f o r  a n  i n d e p e n d e n t  a n a l y s i s  o f  t h e  e c o n o m i c  f a c t o r s  t h a t  i n f l u e n c e  

t r a f f i c  a n d  r e v e n u e  s t u d i e s  u s e d  t o  s u p p o r t  r e v e n u e  b a s e d  f i n a n c i n g s .  T h i s  i n f o r m a t i o n  i s  e q u a l l y  

v a l u a b l e  t o  p r o j e c t  o w n e r s  w h o  r e t a i n  r e v e n u e  r i s k .  I n  t h e  l a s t  15  t o  2 0  y e a r s ,  n o  s t a r t - u p  t o l l  f a c i l i t y  h a s  

r e c e i v e d  a n  i n v e s t m e n t  g r a d e  r a t i n g  b a s e d  s o l e l y  o n  t h e  e c o n o m i c  f o r e c a s t s  f r o m  l o c a l  a n d / o r  r e g i o n a l  

p l a n n i n g  a g e n c i e s .

D L A ’ s  i n c o r r e c t l y  c o n c l u d e s  t h a t  t h e  e s t i m a t e  o f  a  12  p e r c e n t  s p l i t  f o r  c o m m e r c i a l  v e h i c l e  t r a f f i c  f o r  t h e  

K A C  i s  h i g h  c o m p a r e d  t o  a c t u a l  t r a f f i c  c o u n t  d a t a  f o r  t h e  G l e n n  H i g h w a y ,  c o n t e n d i n g  t h a t  t h e  12 

p e r c e n t  e s t i m a t e  i s  b a s e d  o n  D O T P F ’ s  2 0 0 3  t o  2 0 0 6  t r a f f i c  d a t a .  C D M  S m i t h  e v a l u a t e d  t r a f f i c  r e c o r d e r  

i n f o r m a t i o n  f r o m  2 0 0 1  t h r o u g h  2 0 1 1  f r o m  t h r e e  t r a f f i c  r e c o r d e r  s i t e s  i n  t h e  r e g i o n .  I n  a d d i t i o n ,  t h e y  

a n t i c i p a t e  a n  i n f l u x  o f  c o m m e r c i a l  t r a f f i c  c r e a t e d  f r o m  c o n n e c t i n g  t h e  l a n d - c o n s t r i c t e d  A n c h o r a g e  B o w l  

w i t h  v a s t  t r a c t s  o f  i n d u s t r i a l  l a n d  a t  P o r t  M a c k e n z i e .  T h i s  c o n n e c t i o n  p r o v i d e s  r e a d y  a c c e s s  t o  

c o m m e r c i a l  a n d  i n d u s t r i a l  l a n d s  i n  p r o x i m i t y  t o  t h e  P o r t  o f  A n c h o r a g e ,  f r o m  w h i c h  a p p r o x i m a t e l y  9 0 %  

o f  t h e  c o n t a i n e r  f r e i g h t  t o  A l a s k a  l a n d s  i s  d i s t r i b u t e d .  T h i s  i n f o r m a t i o n  i s  i n c l u d e d  i n  A p p e n d i x  I  o f  t h e  

A u d i t  R e p o r t .  C D M  S m i t h ’ s  r e s p o n s e s  t o  D L A ’ s  c o n s u l t a n t  a r e  i n c o r p o r a t e d  h e r e i n  a s  A t t a c h m e n t  7 .

C D M  S m i t h ’ s  c o m m e r c i a l  v e h i c l e  e s t i m a t e  i s  c o r r o b o r a t e d  b y  t h e  e a r l i e r  s t u d y  p e r f o r m e d  b y  H D R  

w h i c h  u s e d  The Quick R esponse F reig h t M anual, S e p t e m b e r  1 9 9 6 ,  F e d e r a l  H i g h w a y  A d m i n i s t r a t i o n  t o  

e s t i m a t e  c o m m e r c i a l  v e h i c l e  t r a f f i c  f o r  t h e  s t u d y  a r e a .  F r o m  t h e  H D R  s t u d y ,  c o m m e r c i a l  v e h i c l e  t r a f f i c  

i s  e x p e c t e d  t o  b e  1 4 . 2 %  w i t h i n  P o r t  M a c k e n z i e  a n d  1 2 %  o n  t h e  K n i k  A r m  B r i d g e .  H D R ’ s  m e t h o d o l o g y  

c o n s i d e r e d  V e h i c l e  C l a s s  5 -1 3  t o  b e  c o m m e r c i a l  v e h i c l e s ,  w h i l e  C D M  S m i t h ’ s  e s t i m a t e  a l s o  i n c l u d e s  

C l a s s  4  v e h i c l e s  a m o n g  c o m m e r c i a l  v e h i c l e s .

6 Knik Arm Toll Bridge, Anchorage Alaska MSA, Traffic and Toll Revenue Investment Grade Study, Independent Economic 
Overview and Development Forecast, Insight Research Corporation, May 2007.
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T r a f f i c  p r o j e c t i o n s  f o r  t h e  K A C  w e r e  n o t  s i m p l y  b a s e d  o n  a  m a r k e t  s h a r e  o f  G l e n n  H i g h w a y  t r a f f i c  i n  

e i t h e r  s t u d y  p e r f o r m e d  f o r  t h e  K A C ,  b e c a u s e  b o t h  s t u d i e s  a n t i c i p a t e  t h a t  l a n d  s h o r t a g e s  i n  A n c h o r a g e  

w i l l  c r e a t e  a d d i t i o n a l  t r a f f i c  b e t w e e n  A n c h o r a g e  a n d  t h e  P o r t  M a c k e n z i e  a r e a  o n c e  t h e  b r i d g e  i s  b u i l t .  

T h i s  i s  t r a f f i c  t h a t  w o u l d  o t h e r w i s e  r e m a i n  w i t h i n  t h e  A n c h o r a g e  B o w l ,  s o  i t  i s  n o t  a p p r o p r i a t e  t o  p r e d i c t  

K A C  t r a f f i c  v o l u m e s  b a s e d  s o l e l y  o n  a  s i m p l e  p e r c e n t a g e  o f  t h e  e x i s t i n g  G l e n n  H i g h w a y  t r a f f i c .  T h e  

s i m p l e  “ m a r k e t  s h a r e ”  m e t h o d o l o g y  w a s  e m p l o y e d  b y  D L A ’ s  c o n s u l t a n t ,  w h o s e  s t u d y  d o e s  n o t  a d d r e s s  

l a n d  s h o r t a g e s  i n  A n c h o r a g e  o r  r e c o g n i z e  t h e  14  s q u a r e  m i l e s  o f  i n d u s t r i a l  l a n d  t h a t  P o r t  M a c k e n z i e  h a s  

t o  o f f e r .

T h e  K A C  f i n a n c i a l  r i s k  a n a l y s i s  i s  a  v a l u a b l e  d e c i s i o n  m a k i n g  t o o l .  D L A  c o n c l u d e s  t h a t  K A B A T A ’ s  

r i s k  a n a l y s i s  w a s  t o o  l i m i t e d  t o  p r o v i d e  a s s u r a n c e  o f  a c h i e v i n g  p r o j e c t e d  t o l l  r e v e n u e s ,  a n d  t o o  l i m i t e d  t o  

p r o v i d e  a  u s e f u l  a n a l y s i s .

A  r i s k  a n a l y s i s  i s  n o t  i n t e n d e d  t o  p r o v i d e  a s s u r a n c e  t o  a n y  s i n g l e  o u t c o m e .  I t  i s  a  d e c i s i o n  m a k i n g  t o o l  

t h a t  a s s i g n s  p r o b a b i l i t i e s  i n  o r d e r  t o  g i v e  d e c i s i o n  m a k e r s  a  b a s i s  f o r  m a k i n g  i n f o r m e d  d e c i s i o n s .  A  

r o b u s t  t r a f f i c  a n d  r e v e n u e  s t u d y  a n d  a s s o c i a t e d  r i s k  a n a l y s i s  i s  e x p e c t e d  b y  r a t i n g  a g e n c i e s ,  l e n d e r s ,  

e q u i t y  i n v e s t o r s  a n d  u n d e r w r i t e r s  a s  t h e y  e v a l u a t e  p r o j e c t s  f o r  i n v e s t m e n t  r e l i a b i l i t y .  C D M  S m i t h  

u n d e r s t a n d s  t h e  l e v e l  o f  w o r k  r e q u i r e d  t o  w i t h s t a n d  t h e  c r i t i c a l  a s s e s s m e n t  o f  r a t i n g  a g e n c i e s ,  l e n d e r s  

a n d  i n v e s t m e n t  b a n k e r s .  I t  i s  u n c l e a r  h o w  D L A  c a n  c o n c l u d e  t h a t  t h e  r i s k  a n a l y s i s  p e r f o r m e d  f o r  t h e  

K A C  p r o j e c t  i s  s o m e h o w  n o t  u s e f u l .

T h e  K A C  r i s k  a n a l y s i s  m o d e l s  m u l t i p l e  r e v e n u e  o u t c o m e s ,  r e f l e c t i v e  o f  l o w e r  a n d  h i g h e r  t r a f f i c  

v o l u m e s ,  a v a i l a b l e  f o r  u s e  i n  d e c i s i o n  m a k i n g .  K A B A T A  a n d  i t s  a d v i s o r s  h a v e  u t i l i z e d  t h e  b a s e  

( e x p e c t e d )  r e v e n u e  f o r e c a s t  f o r  i t s  b a s e  f i n a n c i a l  m o d e l  a n d  f o r  d e t e r m i n i n g  t h e  l e v e l  o f  p r o j e c t  r e s e r v e  

f u n d i n g  n e c e s s a r y .  S i n c e  t h i s  i s  t h e  e x p e c t e d  c a s e  d e r i v e d  f r o m  a n  e x t e n s i v e  t r a f f i c  a n d  r e v e n u e  

f o r e c a s t i n g  e f f o r t ,  i t  i s  a n  a p p r o p r i a t e  b a s i s  f o r  a  l e g i s l a t i v e  r e q u e s t .

S e l e c t i n g  a  l o w e r  r e v e n u e  f o r e c a s t  w o u l d  i n d i c a t e  a  h i g h e r  i n i t i a l  l e v e l  o f  c a p i t a l  c o n t r i b u t i o n s ,  b u t  t h e  

l i k e l i h o o d  o f  a d d i t i o n a l  a p p r o p r i a t i o n s  i n  t h e  f u t u r e  w o u l d  b e  l o w e r .  S e l e c t i n g  a  h i g h e r  r e v e n u e  f o r e c a s t  

w o u l d  i n d i c a t e  a  s m a l l e r  l e v e l  o f  c a p i t a l  c o n t r i b u t i o n s ,  b u t  t h e  l i k e l i h o o d  f o r  a d d i t i o n a l  l e g i s l a t i v e  

a p p r o p r i a t i o n s  i n  t h e  f u t u r e  w o u l d  b e  h i g h e r .  W e  h a v e  a n a l y z e d  a n d  p r e s e n t e d  t o  D L A  m u l t i p l e  t r a f f i c  

a n d  t o l l  r e v e n u e  o u t c o m e s ,  a n d  b e l i e v e  a  l e g i s l a t i v e  r e q u e s t  s h o u l d  b e  m a d e  o n  t h e  e x p e c t e d  o u t c o m e ,  o r  

b a s e  c a s e .  D L A  s h o u l d  h a v e  c o n s i d e r e d  t h e  v a r i o u s  o u t c o m e s ,  q u a n t i f i e d  t h e m  a n d  w e i g h e d  t h e m  

a g a i n s t  t h e  b a l a n c e  o f  b e n e f i t s  a n d  r i s k s  e s t a b l i s h e d  i n  t h e  K A C  P 3  a g r e e m e n t  a n d  t h e  v a l u e  o f  t h e  

p r o j e c t  t o  A l a s k a n s .  F a i l u r e  t o  c a r r y  o u t  t h i s  i m p o r t a n t  a s p e c t  o f  t h e  a u d i t  o b j e c t i v e s  c o n f i r m s  t h a t  t h i s  

a u d i t  i s  i n c o m p l e t e .

A n y  p u b lic  d is tr ib u tio n  a n d /o r  u s e  o f  th is  d o cu m en t an d  th e  in c o rp o ra ted  a tta ch m en ts  m u s t b e  u sed  to g e th e r  in  th e ir  en tire ty . P  a g e  j 1 0
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C O N C L U S I O N S

R e c o m m e n d a t i o n  N o .  1 s u g g e s t s  m a n i p u l a t i n g  a  v a l i d  t r a f f i c  m o d e l ,  b u i l t  o n  t h e  i n d e p e n d e n t  s o c i o ­

e c o n o m i c  d a t a  r e q u i r e d  b y  r a t i n g  a g e n c i e s  a n d  t h e  f i n a n c i a l  m a r k e t p l a c e ,  t o  a n  i m p r o b a b l y  c o n s e r v a t i v e  

c a s e  w h i l e  d i s r e g a r d i n g  t h e  f i n a n c i a l  r i s k  a n a l y s i s  p e r f o r m e d .  I t  i s  i l l o g i c a l  a n d  i r r e s p o n s i b l e  t o  c o n s i d e r  

a n  e c o n o m i c  m o d e l  t h a t  a s s u m e s  t h a t  t h e r e  w i l l  b e  n o  c h a n g e  t o  t h e  t r a d i t i o n a l  p o p u l a t i o n  a n d  

e m p l o y m e n t  g r o w t h  c o n d i t i o n s  i n  t h e  P o i n t  M a c k e n z i e  a r e a  a f t e r  t h e  K A C  i s  b u i l t .

T e s t i m o n y  h a s  b e e n  g i v e n  t o  t h e  l e g i s l a t u r e  b y  t h e  m a y o r s  o f  A n c h o r a g e ,  W a s i l l a  a n d  t h e  M a t S u  

B o r o u g h  a t t e s t i n g  t o  t h e  s h o r t a g e  o f  d e v e l o p a b l e  l a n d  i n  A n c h o r a g e ,  t h e  d e s i r e  t o  r o u t e  n o r t h b o u n d  

t r u c k s  o v e r  t h e  K A C  r a t h e r  t h a n  t h r o u g h  t h e  u r b a n  c e n t e r s  o f  A n c h o r a g e  a n d  W a s i l l a ,  a n d  t h e  n e e d  f o r  

a n  a l t e r n a t i v e  t o  t h e  G l e n n  H i g h w a y  f o r  s a f e t y  a n d  r e d u n d a n c y  i n  A l a s k a ’ s  m o s t  p o p u l o u s  r e g i o n .  T h e  

M a t S u  B o r o u g h  i s  r e s p o n d i n g  i n  a n t i c i p a t i o n  o f  t h e  K A C  t h r o u g h  t h e  r e c e n t  e s t a b l i s h m e n t  o f  t w o  n e w  

t o w n  c e n t e r s  i n  t h e  P o i n t  M a c k e n z i e  a r e a ,  a n d  t h e  P o r t  M a c k e n z i e  M a s t e r  P l a n  U p d a t e  i d e n t i f i e s  t h e  

n e e d  t o  r e s e r v e  l a n d  f o r  f u t u r e  w a t e r  a n d  w a s t e w a t e r  t r e a t m e n t  f a c i l i t i e s  t o  s e r v e  t h e  g r o w i n g  n e e d s  o f  

t h e  P o i n t  M a c k e n z i e  a r e a .

D L A ’ s  s t a t e d  p u r p o s e  f o r  t h i s  A u d i t  i s  “top ro v id e legislators with the knowledge necessaiy to make 

inform ed decisions on fu tu re  KABATA-r elated legislation. ” C o m p r e h e n s i v e ,  u n b i a s e d  i n f o r m a t i o n  i s  

c r i t i c a l  t o  a c h i e v i n g  t h i s  p u r p o s e .  B y  D L A ’ s  o w n  a d m i s s i o n ,  t h e y  h a v e  n o t  r e v i e w e d  t h e  K A C  P 3 

a g r e e m e n t  a n d  t h e y  w e r e  u n a b l e  t o  o u t l i n e  t h e  b a l a n c e  o f  r i s k s  a n d  r e w a r d s  o f  t h e  p r o j e c t .  T h e  

i n c o m p l e t e  n a t u r e  o f  t h e  a u d i t  a n d  t h e  u n p r o f e s s i o n a l  c o n d u c t  o f  t h e  D i v i s i o n  r a i s e  s e r i o u s  c o n c e r n s  

r e g a r d i n g  t h e  i n t e g r i t y  o f  t h e  l e g i s l a t i v e  A u d i t  p r o c e s s .  P u b l i s h i n g  D L A ’ s  i n c o m p l e t e  a u d i t  a n d  

m i s l e a d i n g  i n f o r m a t i o n  i s  n o t  i n  t h e  p u b l i c ’ s  i n t e r e s t .

W e  e n c o u r a g e  y o u  t o  a s k  t h e  h a r d  q u e s t i o n s  o f  D L A  a n d  o f  K A B A T A  t o  e n s u r e  t h e  F i n a l  A u d i t  R e p o r t  

p r o v i d e s  a n  a c c u r a t e  u n d e r s t a n d i n g  o f  t h e  p r o j e c t  a n d  p r o v i d e s  a c c u r a t e  i n f o r m a t i o n  t o  t h e  p u b l i c .  A  

c o m p r e h e n s i v e  a c c o u n t i n g  o f  t h e  b a l a n c e  o f  r i s k s  a n d  b e n e f i t s  p r o v i d e d  b y  t h e  t e r m s  o f  t h e  K A C  P 3 

a g r e e m e n t  i s  c r i t i c a l  t o  t h i s  u n d e r s t a n d i n g .  T h e  p o t e n t i a l  d a m a g e  t o  t h e  S t a t e  b y  p u b l i s h i n g  i n c o m p l e t e  

a n d  m i s l e a d i n g  i n f o r m a t i o n  w i l l  r e a c h  f a r  b e y o n d  t h e  K n i k  A r m  C r o s s i n g  p r o j e c t .

T h e  K n i k  A r m  B r i d g e  a n d  T o l l  A u t h o r i t y  w i l l  c o n t i n u e  t o  a d v a n c e  t h e  K n i k  A r m  C r o s s i n g  p r o j e c t  w i t h  

t h e  h i g h e s t  p r o f e s s i o n a l  s t a n d a r d  o f  c a r e .

S i n c e r e l y ,

M i c h a e l  L .  F o s t e r ,  P . E .

C h a i r m a n

K n i k  A r m  B r i d g e  a n d  T o l l  A u t h o r i t y

A n y  pu b lic  d is tr ib u tio n  an d /o r  u s e  o f  th is  d o cu m en t an d  th e  inco rp o ra ted  a tta ch m en ts  m u s t b e  u sed  to g e th er in th e ir  en tire ty . P a g e  | 11
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M E M O R A N D U M

A n d r e w  N i e m i e c ,  E x e c u t i v e  D i r e c t o r  

K e v i n  H e m e n w a y ,  C h i e f  F i n a n c i a l  O f f i c e r

f r o m  H .  D a v i d  P r i o r

d a t e  M a r c h  2 1 ,  2013

K n i k  A r m  B r i d g e  a n d  T o l l  A u t h o r i t y  ( K A B A T A )  -  U s e  o f  T r a f f i c  a n d  R e v e n u e  P r o j e c t i o n s  a n d  

F i n a n c i a l  M o d e l s

Y o u  h a v e  a s k e d  m e ,  a s  K A B A T A ’ s  b o n d  c o u n s e l ,  t o  e x p l a i n  h o w  t r a f f i c  a n d  r e v e n u e  s t u d i e s  a n d  

f i n a n c i a l  m o d e l s  ( T R S )  a r e  u s e d  i n  d i e  m u n i c i p a l  b o n d  m a r k e t  t o  s u p p o r t  t h e  m a r k e t i n g  a n d  s a l e  o f  

t o l l  r e v e n u e  b o n d s .

B y  w a y  o f  b a c k g r o u n d ,  I  a m  a  p a r t n e r  a t  B a l l a r d  S p a h r  L L P ,  a  n a t i o n a l  l a w  f i r m  o f  o v e r  500  l a w y e r s .  

W e  h a v e  a  p u b l i c  f i n a n c e  d e p a r t m e n t  o f  o v e r  50  l a w y e r s  w i t h  c l i e n t s  t h r o u g h o u t  t h e  U n i t e d  S t a t e s .  I  

h a v e  o v e r  4 0  y e a r s  o f  e x p e r i e n c e  a s  a  b o n d  l a w y e r  a n d  h a v e  w o r k e d  o n  h u n d r e d s  o f  r e v e n u e  b o n d  

i s s u e s ,  i n c l u d i n g  b o n d  i s s u e s  f o r  t o l l  r o a d s  a n d  t o l l  b r i d g e s .  I  h a v e  r e p r e s e n t e d  b o t h  i s s u e r s  a n d  

u n d e r w r i t e r s  o f  t a x  e x e m p t  m u n i c i p a l  b o n d s ,  a n d  f e d e r a l  a g e n c i e s  l e n d i n g  c r e d i t  t o  t r a n s p o r t a t i o n  

a g e n c i e s  l i k e  K A B A T A .

1 h a v e  p r e p a r e d  t h i s  m e m o r a n d u m  t o  a s s i s t  K A B A T A  i n  r e s p o n d i n g  t o  i n f o r m a t i o n  r e q u e s t e d  b y  t h e  

A l a s k a  S t a t e  L e g i s l a t u r e ,  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e ,  D i v i s i o n  o f  L e g i s l a t i v e  A u d i t .

Y o u  h a v e  a s k e d  m e  t o  c o m m e n t  o n  h o w  o w n e r s  o f  t o l l  r o a d s  a n d  b r i d g e s  h a v e  u s e d  T R S  a n d  h o w  

t h e y  a r e  c o n s i d e r e d  b y  t h e  m u n i c i p a l  b o n d  m a r k e t ,  n a m e l y  t h e  r a t i n g  a g e n c i e s ,  l e n d e r s  a n d  

i n v e s t m e n t  b a n k e r s ,  w h o  r a t e ,  p r o v i d e  c r e d i t  a n d  u n d e r w r i t e  r e v e n u e  b o n d s  i s s u e d  f o r  t r a n s p o r t a t i o n  

p r o j e c t s .

R e v e n u e  b o n d s  a r e  e v a l u a t e d  b a s e d  u p o n  f i n a n c i a l  f o r e c a s t s  o r  p r o j e c t i o n s  p r e p a r e d  b y  r e c o g n i z e d  

n a t i o n a l  e x p e r t s  w h o  d e v e l o p  f o r e c a s t i n g  m o d e l s  b a s e d  u p o n  r e a s o n a b l e ,  s t a t e d  a s s u m p t i o n s  a n d  a  

w i d e  r a n g e  o f  p o t e n t i a l  o u t c o m e s .  A i r p o r t  r e v e n u e  b o n d s  a r e  e v a l u a t e d  b y  a i r p o r t  f e a s i b i l i t y  

c o n s u l t a n t s ,  w a t e r  a n d  s e w e r  b o n d s  b y  e n g i n e e r i n g  f e a s i b i l i t y  c o n s u l t a n t s  a n d  t o l l  r e v e n u e  b o n d s  b y  

t r a f f i c  a n d  r e v e n u e  c o n s u l t a n t s  w h o  p r e p a r e  T R S .  T r a f f i c  a n d  r e v e n u e  c o n s u l t a n t s ,  l i k e  C D M  S m i t h  

( f o r m e r l y  W i l b u r  S m i t h  &  A s s o c i a t e s ) ,  t h e  c o n s u l t a n t  e m p l o y e d  b y  K A B A T A  t o  p r e p a r e  t h e  T R S  f o r  

t h e  K n i k  A r m  C r o s s i n g  ( K A C )  p r o j e c t ,  p r e p a r e  t h e i r  f o r e c a s t s  a n d  p r o j e c t i o n s  t o  h e l p  t h e  o w n e r  o r
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s p o n s o r  o f  a  t o l l  p r o j e c t  d e t e r m i n e  t h e  f e a s i b i l i t y  o f  t h e  p r o j e c t  b a s e d  u p o n  p r o j e c t e d  p o p u l a t i o n  

g r o w t h ,  e m p l o y m e n t ,  u t i l i z a t i o n  a n d  o t h e r  d e m o g r a p h i c  a n d  s o c i o - e c o n o m i c  t r e n d s .  A  f i r m  l i k e  

C D M  S m i t h ,  w h o  i s  a  m a r k e t  l e a d e r  i n  i t s  f i e l d ,  u l t i m a t e l y  h e i p s  t h e  o w n e r  o r  s p o n s o r  o f  a  p r o j e c t  

d e t e r m i n e  t h e  r e a s o n a b l e n e s s  o f  i t s  a s s u m p t i o n s  a n d  m o s t  p r o b a b l e  o u t c o m e s  u s i n g  v a r i o u s  m o d e l s  

a n d  s c e n a r i o s .

S i n c e  t r a f f i c  a n d  r e v e n u e  c o n s u l t a n t s  f o r e c a s t  t h e  f u t u r e  r e a l i z a t i o n  o f  a  p r o j e c t  t o  p r o d u c e  t o l l s  o v e r  

m a n y  y e a r s  ( i n c l u d i n g  t h e  e a r l y  r a m p - u p  y e a r s  o f  a  n e w  f a c i l i t y  a n d  t h e  l a t e r  y e a r s  o f  t h e  p r o j e c t ) ,  a  

w h o l e  r a n g e  o f  o u t c o m e s  a r e  c o n s i d e r e d  b e f o r e  d e c i d i n g  o n  t h e  m o s t  p r o b a b l e  o u t c o m e  o n  w h i c h  t o  

b a s e  a  s o u n d  f i n a n c i a l  p l a n .

A n y  T R S  n e e d s  t o  b e  c a r e f u l l y  r e v i e w e d  b y  t h e  o w n e r  o r  s p o n s o r  a n d  b e  p r o p e r l y  v e t t e d  b e f o r e  i t  i s  

f i n a l i z e d  a n d  p r e s e n t e d  t o  t h e  r a t i n g  a g e n c i e s  t o  r a t e  t h e  d e b t  f o r  a  p r o j e c t ,  u s e d  i n  d i s c l o s u r e  

d o c u m e n t s  t o  o b t a i n  c r e d i t ,  o r  i n c o r p o r a t e d  i n  a n  o f f e r i n g  s t a t e m e n t  t o  u n d e r w r i t e  r e v e n u e  b o n d s  s o l d  

i n  t h e  p u b l i c  b o n d  m a r k e t .  T h e  o w n e r  o r  s p o n s o r  o f  t h e  p r o j e c t  m u s t  b e  c o n f i d e n t  t h a t  t h e  

a s s u m p t i o n s  u n d e r l y i n g  t h e  f o r e c a s t s  a n d  p r o j e c t i o n s  a r e  r e a s o n a b l e  a n d  p r o v i d e  a  s o u n d  b a s i s  f o r  t h e  

c o n c l u s i o n s  r e a c h e d .  U s u a l l y  i s s u e r s  r e q u i r e  t h a t  t h e i r  t r a f f i c  a n d  r e v e n u e  c o n s u l t a n t s  p r e p a r e  a  w i d e  

r a n g e  o f  m o d e l s  a n d  r u n  s t r e s s  t e s t s  w h i c h  d e m o n s t r a t e  a n d  s h o w  a  v a r i e t y  o f  b e s t ,  w o r s t  a n d  m o s t  

l i k e l y  c a s e s .

K A B A T A  p r o p o s e s  t o  d e v e l o p  t h e  K A C  w i t h  a  p u b l i c - p r i v a t e  p a r t n e r s h i p  ( P 3 )  a n d  u s e  a n  

“ a v a i l a b i l i t y  p a y m e n t s ”  s t r u c t u r e .  T h e  r i s k s  a n d  r e w a r d s  a s s o c i a t e d  w i t h  t h e  K A C  p r o j e c t  w i l l  b e  

s h a r e d  a s  a g r e e d  u p o n ,  i n  a  n e g o t i a t e d  P 3 a g r e e m e n t  w i t h  t h e  P 3 d e v e l o p e r  s e l e c t e d .

U n d e r  t h e  “ a v a i l a b i l i t y '  p a y m e n t s ”  s t r u c t u r e ,  t h e  S t a t e  o f  A l a s k a  w i l l  m a k e  p a y m e n t s  t o  t h e  P 3 
d e v e l o p e r  f o r  m a k i n g  t h e  K A C  p r o j e c t  a v a i l a b l e  t o  t h e  p u b l i c .  T h e  “ a v a i l a b i l i t y  p a y m e n t s ”  w i l l  b e  

s h a d o w e d  b y  t h e  t o l l  r e v e n u e s  f o r e c a s t  a n d  p r o j e c t e d  t o  b e  c o l l e c t e d  f r o m  v e h i c l e s  c r o s s i n g  t h e  K A C  

o v e r  t h e  p e r i o d  o f  i t s  u s e f u l  l i f e .

T h e  r a t i n g  a g e n c i e s ,  w h o  w i l l  r a t e  t h e  b o n d s  i s s u e d  b y  K A B A T A  t o  f u n d  t h e  K A C ,  w i l l  c r i t i c a l l y  

r e v i e w  a n d  e x a m i n e  t h e  T R S  f o r  t h e  K A C  a n d  w i l l  n e e d  t o  b e  c o n v i n c e d  t h a t  t h e  a s s u m p t i o n s  u s e d  i n  

t h e  T R S  a r e  r e a s o n a b l e  a n d  a c h i e v a b l e .  T h e  t o l l  c o l l e c t i o n s  w i l l  “ b a c k s t o p ”  t h e  “ a v a i l a b i l i t y  

p a y m e n t s ”  c o m m i t t e d  b y  t h e  S t a t e  t o  s e r v i c e  t h e  d e b t  o n  t h e  b o n d s .

I f  t h e  t o l l  r e v e n u e s  a r e  i n s u f f i c i e n t  i n  t h e  e a r l y  ( o r  l a t e r )  y e a r s ,  t h e  S t a t e  o f  A l a s k a  w i l l  b e  o b l i g a t e d  

t o  p a y  t h e  d i f f e r e n c e  b e t w e e n  t o l l  r e v e n u e s  c o l l e c t e d  a n d  p a y m e n t s  m a d e .  I f  t h e  t o l l  r e v e n u e s  

c o l l e c t e d  e x c e e d  t h e  “ a v a i l a b i l i t y  p a y ' m e n t s ”  c o m m i t t e d ,  t h e  e x c e s s  o r  s u r p l u s  c a n  b e  u s e d  t o  r e p a y  

a n y  s t a t e  r e s e r v e  f u n d  e s t a b l i s h e d  a n d  a p p r o p r i a t e d  b y  t h e  S t a t e  o r  m a y  b e  u s e d  t o  f u n d  a d d i t i o n a l  

c a p a c i t y  i m p r o v e m e n t s  a n d  p r o j e c t  e x t e n s i o n s  w h i c h  s u p p o r t  t h e  K A C .

T h e  T R S ,  a l o n g  w i t h  o t h e r  f a c t o r s ,  i n c l u d i n g  t h e  a p p r o p r i a t i o n  b y  t h e  A l a s k a  L e g i s l a t u r e  o f  $ 150  
m i l l i o n  t o  f u n d  a  s t a t e  r e s e r v e  f u n d  f o r  t h e  K A C ,  a n d  t h e  s o u n d n e s s  o f  t h e  f i n a n c i a l  p l a n ,  w i l l  b e  a  

k e y  f a c t o r  i n  K A B A T A  o b t a i n i n g  i n v e s t m e n t  g r a d e  r a t i n g s  f o r  t h e  K A C  p r o j e c t .

T h e  T R S  w i l l  a l s o  b e  a  k e y  t o  K A B A T A  o b t a i n i n g  c r e d i t  a s s i s t a n c e  f o r  t h e  K A C  p r o j e c t  f r o m  t h e  

U n i t e d  S t a t e s  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  a  T I F L A  l o a n .  T h e  T I F I A  j o i n t  p r o g r a m  o f f i c e  w i l l  

c a r e f u l l y  r e v i e w  t h e  T R S .  A s  a  f e d e r a l  l e n d e r ,  t h e  T I F I A  o f f i c e  w i l l  p r o b a b l y  h i r e  a n o t h e r  t r a f f i c  a n d  

r e v e n u e  c o n s u l t a n t ,  a t  i t s  e x p e n s e ,  t o  d o  a n  i n d e p e n d e n t  p e e r  r e v i e w  o f  t h e  T R S  p r e p a r e d  b y  C D M  

S m i t h .

DMEAST *16515604 v2



If private activity bonds are issued by KABATA to fund the project, as expected, the TRS will also 
most likely be used by the underwriter to obtain an investment grade rating on the bonds and to 
market the bonds. KABATA and the underwriter will probably use the final TRS prepared by CDM 
Smith in the official statement to publicly market the bonds to investors.

It is important for KABATA to choose a nationally recognized traffic and revenue consultant, such 
as CDM Smith, which has a long history of expertise in the municipal bond market and whose name 
is familiar with the rating agencies, lenders and investment bankers, as they rate, provide credit for 
and underwrite revenue bonds.

If you or the Division of Legislative Audit have any questions about the development of the TRS or 
the expected use of the TRS in the proposed financing of the KAC, please do not hesitate to contact 
me. I will be happy to answer any questions or help in any way I can.

H. David Prior 
Partner
Ballard Spahr LLP

215-864-8500

HDP/lak
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900 Chapel Street, Suite 1400 

New Haven, CT 06510 

tel: 203 865-2191

fax: 203 624-0484

A p r il 1, 2013

Mr. M ichael L. Foster, P.E.
C hairm an o f the Board 
K n ik  A rm  Bridge and To ll A u th o r ity  
820 East 15th Avenue 
Anchorage, Alaska 99501

Subject: Response o f CDM Sm ith to  com m ents from  T im o th y  James and Associate Regarding
the  Independent Review  o f T ra ffic  and To ll Revenue Projects

Dear Mr. Foster:

In  th is  le tte r  w e do n o t in tend  to respond to  the same com m ents/questions we have a lready 
answered in  g reat deta il since th is  Legisla tive A u d it was in itia ted . Instead, th is  le tte r a ttem pts to  
describe the h is to ry  o f CDM Sm ith 's to ll services and to dem onstra te  o u r b readth  o f know ledge and 
experience w ith  the to ll in d u s try  and o u r re sp o n s ib ility  to  p rov ide  independen t and objective  
forecasts fo r  o u r clients.

CDM S m ith ’s T ra n s p o r ta t io n  F ina nce  a n d  T e c h n o lo g y  G ro u p  (T F T ) is the  n a tiona lly  recognized 
leader in  tra ffic , revenue and opera tions studies fo r to ll in d u s try  clients. O ur revenue forecasts 
have been used in  su p p o rt o f m ore than  $88 b ill io n  in  to ll fa c ility  finance th ro u g h o u t U n ited  States 
and w o rldw ide . CDM Sm ith has w o rked  in  v ir tu a lly  every m a jo r m e tro p o lita n  area in  the  country.
In  te rm s o f geographica l coverage, CDM Smith has to llin g  experience in  46 states, w ith  bonds issued 
using CDM Sm ith studies in  25 states. CDM Sm ith m ain ta ins an en tire  d iv is ion  o f 85 pro fessionals 
dedicated a lm ost exc lus ive ly  to  to ll fa c ility  p lann ing  and finance. Resources in  th a t d iv is ion , 
re fe rre d  to as the T ra n spo rta tio n  Finance and Technology Group (TFT), includes engineers, 
tra n sp o rta tio n  econom ists, tra ff ic  and revenue experts, trave l dem and m odelers and to l l  technology 
and operations specialists.

W e have been deve lop ing  tra ffic  and revenue (T&R) forecasts fo r  m ore than five decades. From  the 
beg inning, CDM Sm ith  has recognized o u r re sp o n s ib ility  to  p rov ide  reasonable, and fu lly  
independent, forecasts o f tra ff ic  and revenue. W e also recognize the need to  in fo rm  users o f our 
p roducts  as to  the p o te n tia l range o f outcomes th rough  the use o f extensive se ns itiv ity  tes ting  and 
r is k  analysis s im u la tion .

CDM S m ith  has s u p p o r te d  5 0%  o f  U.S. to l l  b o n d  dea ls  o v e r  th e  p a s t decade, p ro v id in g  T&R 
estimates fo r m ore than  300 separate bond issues to ta lin g  m ore  than $88 b illion . We have m ore 
than  five  decades o f  experience in  p re pa rin g  and p resen ting  T&R forecasts to ra tin g  agencies, 
rende ring  op in ions abou t T&R p ro jections, in te rfac in g  w ith  p ub lic  and p riva te  ins titu tio n s  
regard ing  legal requ irem en ts  under tru s t inden tu res  and p a rtic ip a tin g  in peer reviews. Our 
rep u ta tio n  fo r exem pla ry  T&R services, as w e ll as the dem onstra ted  accuracy o f those forecasts, has 
led to CDM Sm ith studies supp o rting  h a lf o f a ll U.S. to ll bond deals over the past 10 years. In 
add ition , we have p ro v id e d  tru s t inden tu re  services fo r m any clien ts over the years.
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CDM Sm ith  upholds a s trong  ra p p o rt and c re d ib ility  w ith  ra tin g  agencies and bankers. W hen the 
ra tin g  agencies rece n tly  w anted  to learn m ore about how  T&R forecasts are conducted, they v is ited  
o u r N ew  Haven office fo r  a series o f p resentations on investm en t grade studies and managed lanes 
b y  o u r s ta ff fro m  a round the coun try. The financ ia l com m un ity  recognizes CDM Sm ith as the 
fo re m os t experts on T&R.

R e ce n t H is to ry  on  S ta r t-u p  F a c il ity  F o re ca s tin g  - Since 1995, 27 s ta rt-up  to ll fac ilities  w ere  
com p le ted  and open to  tra ffic  based on CDM Sm ith forecasts. For 13 pro jects, average revenue over 
the  f ir s t  five  years o f ope ra tion  came in  above the CDM Sm ith expected estimate, w h ile  14 came in 
be low . O n ly 4 o f the 27 pro jects came in  m ore than  25 percen t b e low  base-line estimate, and 19 o f 
the  27 came in  w ith in  25 percen t o f base-line estim ate overall.

There  are a range o f in h e re n t uncerta in ties  in  any forecast o f the fu tu re  and s ta rt-up  to ll fac ilities  
are m ost ce rta in ly  no exception. However, o u r overa ll stable track  record, and the fact th a t w e have 
a lm os t the same num ber o f p ro jects  w h ich  come in  above o u r base-line forecast as those w h ich  
came in  below , p rov ides a s trong  ind ica tion  o f the absence o f  any o p tim ism  bias on the p a rt o f CDM 
Sm ith.

A d d it io n a l B a c k g ro u n d :

■ A  ra n g e  o f  p o s s ib le  o u tco m e s  - T ra ffic  and revenue forecasts are based on a series o f 
assum ptions made a t the  tim e  o f study, w h ich  m ay cover a host o f item s, inc lud ing  the 
adopted to ll rates and to ll policies, cap ita l im p rove m e n t p rogram s, socioeconom ic forecasts, 
p ro je c t interchanges, and m any others factors. These assum ptions and forecasts can be made 
5 years before  the new  p ro je c t is even opened. R igorous se n s itiv ity  tes ting  is a lways 
undertaken  as p a r t o f o u r s tudy process to  dem onstra te  the revenue se n s itiv ity  to  changes in 
key in flu e n tia l va riab les and the  inh e re n t r is k  o f a pro ject. A lthough  i t  is custom  to  present a 
base case forecast, the tra ffic  and revenue resu lts  are best considered as a range o f possible 
outcomes. In the case o f K n ik  A rm  Crossing estim ate, CDM Sm ith has p rov ided  a range o f 
outcom es using base, lo w  and high p op u la tio n  and em p loym en t assum ptions, lo w e r value o f 
tim e  and the n um be r o f revenue days in  o u r pro jections.

■ P a r t o f  a la rg e r  p ro cess  - CDM Sm ith ’s fo recasting  studies are p a rt o f a much la rge r process 
in  de te rm in in g  the financ ing  o f tra n sp o rta tio n  in fra s tru c tu re  pro jects. The studies undergo 
extensive and rigo rous  re v ie w  by m any pub lic , p riva te , and financia l agencies th a t each 
undertake  th e ir  ow n  independen t due d iligence rev iew s o f the proposed tra ffic  and revenue 
and p ro je c t financ ing  assum ptions. W e v ie w  o u r co n tr ib u tio n  to  the process as one o f m any 
considera tions th a t an agency m ust address in  dec id ing  to proceed w ith  a s ign ifican t 
in fra s tru c tu re  investm ent.

■ In d e p e n d e n t re v ie w s  - CDM Smith has a lways encouraged and endorsed independent 
rev iew s o f o u r w o rk  b y  o the r in d u s try  professionals. We w elcom e peer rev iew s o f key 
assum ptions and trends in fluenc ing  the  to ll revenue po ten tia l o f proposed pro jects. A ll
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fo rw a rd -lo o k in g  statem ents and param eters are ve tted  th ro ug h  a w ide  range o f experts to 
de te rm ine  the su itab le  and reasonable range o f possible  outcomes.

• Long  te rm  w o rk in g  re la t io n s h ip  w i th  T o ll A genc ies  - CDM Sm ith has been p ro v id in g  to ll 
and revenue services fo r m any to ll agencies fo r  decades. This includes the New Jersey 
T u rnp ike , Pennsylvania T u rn p ike  Com m ission, N orth  Texas T o llw ay  A u th o rity , and Illin o is  
State T o ll H ighw ay on m u lti-yea rs  assignments. In  add ition , CDM sm ith  has been p ro v id in g  
services fo r  the South Jersey T ra n spo rta tio n  A u th o rity , M aine T urnp ike , N orth  Carolina 
T u rn p ike  A u th o rity , H arris  County T o ll Road A u th o rity , P o rt A u th o r ity  o f New  Y ork  and New 
Jersey, Delaware R iver P o rt A u th o r ity  and m any m ore in  the fo rm  o f repeat business covering  
num erous types o f pro jects and assignments.

In  th is  le tte r  we b r ie f ly  described o u r b readth  o f s tudy experience, acknow ledgem ent th a t there  is a 
range o f possib le  outcomes, o u r independence and o b jec tiv ity , and o u r longev ity  and leading  ro le  in  
p ro v id in g  to ll services fo r  to llin g  agencies across U.S.

Please le t us kn o w  i f  you requ ire  a dd itio na l in fo rm a tio n  about perform ance o f CDM Sm ith services 
fo r  the to ll ind us try .

Mr. Michael L. Foster, P.E.
April 1, 2013
Page 3

Sincerely,

Scott A. A lla ire  
Vice P resident 
CDM Sm ith Inc.

G rant R. H o lland 
Vice P resident 
CDM Sm ith Inc.
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NOSSAMAN LLP

April 1, 2013

A T T O R N E Y S  A T  L A W
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R e f e r  T o  F i l e  # :  2 9 0 7 9 5 - 0 0 0 1

Mr. Michael L. Foster, P.E. 
Chairman of the Board 
Knik Arm Bridge and Toll Authority 
820 East 15th Avenue 
Anchorage, Alaska 99501

Re: Response to Preliminary Audit Report, Division of Legislative Audit, Audit Control
Number: 25-30068-13

Dear Mr. Foster:

Thank you for the opportunity to assist KA BATA  in responding to the above-referenced 
Preliminary Audit Report, entitled "Department of Transportation and Public Facilities Knik Arm 
Bridge and Toll Authority Knik Arm Crossing Project, dated March 7, 2013 (the “Report”). The 
Legislative Budget and Audit Committee has requested KA B A TA ’s response to the Report. This 
letter is intended to serve as part of KA BA TA ’s response, and is suitable for public release.

We comment on aspects of the Report and the project procurement that are within this 
law firm’s expertise and experience in procuring and negotiating public private partnership 
agreements for public agencies.

The Report states that two of its objectives are to evaluate the public-private partnership 
agreement for the project and the balance of risks and rewards between public and private 
partner entities under the public-private partnership agreement.1 The Report does not, 
however, address these important topics, stating:

“The risks and rewards in totality as outlined in the P3 agreement could not be 
evaluated because the agreement has not been finalized and is subject to further 
changes. Our evaluation of the agreement was limited to the general agreement 
structure defined by K A B A T A ’s governing board."

While it is true that the P3 agreement is not in final form, there are a number of important 
risk-reward factors that are inherent in the general structure of an availability payment public- 
private partnership that could and should have been discussed in the Report. A finalized 
agreement is not needed to understand and explicate these factors. The Report’s sole focus on 
the traffic and revenue risk fails to convey a complete picture ofthe overall risk and reward

1 Report, p. 1

4 3 8 3 8 1 _ 2 . D O C
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A p r i l  1 ,  2 0 1 3

P a g e  2

calculus for this project and in doing so leaves an astonishingly incomplete and distorted 
assessm ent of the proposed project. We address these factors here.

O v e r a l l  C o s t - B e n e f i t  o f  P r o j e c t

The Report focuses on the revenue risk over a 35-year operating period. To examine 
the merits of a major transportation project by looking only at risks to its internal economics 
ignores the larger economic costs and benefits of transportation infrastructure development. As 
KA B A T A  has pointed out throughout the course of pursuing the project on behalf of the State, it 
has much larger socio-economic impacts over the same 35-year period and beyond. The 
benefits of the project to the future state economy, not to mention just the Anchorage region, are 
manifest, well documented and orders of magnitude larger than the potential appropriations 
needs under even the most pessimistic toll revenue scenario. The failure of the Report to 
examine the cost-benefit analyses that KABATA has done represents a significant deficiency. 
Socio-economic studies and cost-benefit analysis ofthe project benefits to the public are 
available on the KA BA TA  website.

C a p i t a l  C o s t  E s t i m a t i o n

Any impartial examination ofthe potential risk and reward of this proposed availability 
payment public-private partnership entails analysis of two fundamental parts: (1) revenue and 
(2) cost. The Report ignores the latter.

The most significant driver of the size of availability payments is the capital cost of 
designing and building the project. While the cost of funds is an important factor, recovery of 
the design-build capital cost is by far the single biggest component of availability payments.

Availability payment public-private partnerships are past the fledgling stage in the United 
States and steadily gaining momentum. We now have four highway and bridge projects 
successfully procured and financed under the availability payment structure, with more on the 
way. The track record on the capital cost for these projects is impressive and bodes well for the 
Knik Arm project (assuming it can be pursued during the current low-inflationary economic 
conditions). A  relevant measure is to compare the owner’s pre-bid capital cost estimate 
(including contingencies and estimates of supplemental work) to the actual pricing in the 
successful bids. The data is set forth in Table 1:
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Table 1

Project Location Type of 
Delivery 
Method

Owner’s
Estimate Bid

Percent
Below

Owner’s
Estimate

Successful
Bidder

Presidio
Parkway

San
Francisco,
California

Avail.
Payment

P3
$471 $272 42.3% Flatiron/Kiewit

1-595
Broward
County,
Florida

Avail.
Payment

P3
$1,900 $1,300 32.6% ACS/Dragados

Ohio River 
Bridges: East 
End Crossing

Louisville, KY/ 
Southern 
Indiana

Avail.
Payment

P3
$987 $763 22.7% Walsh

Ohio River 
Bridges: 
Downtown 
Crossing

Louisville, KY/ 
Southern 
Indiana

Design-
Build $950 $860 9.5% Walsh

Availability payment P3 bids came out 23% to 42% less than owners' estimates. The 
two Ohio River Bridges illustrate a comparison between design-build and availability payment 
P3. These projects were procured fairly contemporaneously and are the most recent examples. 
The East End Crossing reached commercial close in December 2012 and financial close on 
March 28, 2013. The design-build bid for the Downtown Crossing was 10% lower than the 
owner’s estimate, while the availability payment P3 for the East End Crossing contained a 
capital cost price 23% lower than the owner’s estimate.

All these projects went through the same process for estimating the capital costs as 
KA BATA  has used for the Knik Arm Crossing. That process is mandated by federal regulations 
whenever federal-aid funds are to be used for construction. We are informed that the owners’ 
estimates for the projects listed in Table 1 were adjusted to take into account the P3 method of 
project delivery. This means that the resulting capital cost estimates were lower than if they 
were run for the traditional design-bid-build method of delivering projects, where the public 
sector takes most risks and cost and schedule escalation over the original low bid is 
commonplace. In other words, the comparison is between the owners' P3 capital cost estimate 
and the actual P3 pricing. In K A B A T A ’s case, we are informed that its cost estimates assumed 
a traditional design-bid-build approach.

Results from these other projects are not a guarantee of the same result for the Knik 
Arm project. They do provide, however, concrete, highly relevant evidence that the capital cost 
estimates in KA B A TA ’s financial model may be materially higher than the pricing that KABATA 
will obtain from the winning proposer. The results from these projects are highly relevant not 
only because they are U.S. availability payment projects, but because the winning prices for two 
of the projects -  Presidio Parkway and I-595 -  came from design-build contractors that are on 
two of the three short listed teams for the KA BATA  procurement. The magnitude of the 
differential suggested by these other availability payment projects, coupled with the fact that 
KA B A T A ’s estimate has not been adjusted downward to account for the public-private 
partnership method of project delivery, could result in availability payments far lower than those
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assum ed in KA B A TA ’s financial model. Such an outcome would provide K A B A TA  and the State 
substantial cushion against any alleged overly optimistic revenue projections.

C o s t  a n d  S c h e d u l e  C e r t a i n t y

Whatever the level of uncertainty over future revenue performance one accepts from 
reading the Report and KA BA TA 's critique of it, there can be no dispute that the same level of 
revenue uncertainty must be assumed for the project if delivered via conventional means.

On the cost side of the risk/reward analysis, however, there is a vast difference in the 
levels of certainty between traditional project financing, delivery, operations and maintenance 
and an availability payment public-private partnership methodology. Because the public owner 
keeps most risk regarding project delivery under the traditional approach, the ultimate capital 
cost to KA BATA  would not be quantifiable with certainty until the project is substantially 
completed. Thereafter, the public owner bears complete risk regarding the future cost of 
operations and maintenance. Price fluctuations, traffic demand, unexpected incidents and 
events, and the like can and will reshape operating and maintenance costs, including 
rehabilitation costs. A s a result, when making a decision whether to proceed with the project 
using traditional financing and contracting methods, KA BA TA  and the State would face relatively 
high uncertainty whether future toll revenues would recoup the government's design, 
construction, financing, operations and maintenance costs of the project.

By contrast, a key attribute of an availability payment public-private partnership is that it 
delivers to the public owner a considerably higher degree of cost and schedule certainty, and it 
does so early in the life of a project. This structure shifts many design, construction, operating 
and maintenance risks to the private party and therefore embeds the cost of these risks in the 
pricing offered at inception. Competitive tension induces proposers to price these risks 
efficiently. The public sector obtains relatively high pricing certainty not only for the costs to 
design and build the project, but for a 35 year period thereafter.

F l e x i b i l i t y  t o  C h a n g e  C o u r s e

The procurement documents and public-private partnership agreement will provide 
K A B A T A  three important protections against the risk that the project could fall short ofthe 
econom ics set forth in K A B A T A ’s pro forma financial plan.

First, the request for proposals will set forth maximum aggregate availability payments 
that KA B A TA  is willing to accept. If proposers cannot live with these aggregate caps, they will 
no doubt inform KA BATA  and K A B A TA  will then decide whether to change project scope or 
requirements or to cancel the procurement. KA BA TA  will have the absolute right to cancel the 
procurement at any time before contract execution (subject to paying partial stipends upon an 
early cancellation).

Second, as KA B A TA  points out in its letters responding to the Report, it will have 
complete discretion under the public-private partnership agreement regarding whether and 
when to proceed with expansion of the first phase of the project. There will be no adverse 
consequence to KABATA, no remedy available to the private developer against KABATA, if 
KA B A T A  decides not to direct the private developer to proceed with project expansion. In
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addition, extensions ofthe project, such as the Ingra-Gambell connector, will be entirely outside 
the scope of the public-private partnership agreement. A s a result, any decision to proceed with 
expansion and/or extension will be in the control of future public leaders and decision makers. 
Those future decisions can be made based on the then record of actual traffic demand and toll 
revenues and the then project costs and cost of financing. If traffic demand and toll revenues 
are below that projected in the CDM Smith traffic and revenue study, it will naturally mean that 
traffic conditions do not yet warrant expansion or extension of the project.

It is therefore misleading and confusing for the Report to lump together the two phases 
of the project as if the revenue risk encumbers the full project. It does not.

Third, K A B A TA  and the State will have additional flexibility via a right to terminate the 
public-private partnership agreement for public convenience at any time. The exercise of this 
right will require KA B A TA  to buy out the private developer’s  interest, as it will have sunk costs, 
project indebtedness to repay, and invested equity and return thereon to recover. The option to 
pay a lump sum buy-out price will, however, give K A BA TA  and the State an exit strategy if a 
future legislature were to conclude that this is a better alternative than to continue to fund 
availability payments.

Very truly yours,

Fredric W. Kessler 
of Nossaman L LP

F W K /
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G o v e r n m e n t  A u d i t i n g :  F o u n d a t i o n  a n d  

E t h i c a l  P r i n c i p l e s

C h a p te r  1

I n t r o d u c t io n 1.01 The concept of accountability for use of public 
resources and government authority is key to our 
nation’s governing processes. Management and 
officials entrusted with public resources are responsible 
for carrying out public functions and providing service to 
the public effectively, efficiently, economically, ethically, 
and equitably within the context of the statutory 
boundaries o fthe  specific government program.

1.02 As reflected in applicable laws, regulations, 
agreements, and standards, management and officials 
of government programs are responsible for providing 
reliable, useful, and timely information for transparency 
and accountability of these programs and their 
operations.1 Legislators, oversight bodies, those 
charged with governance,2 and the public need to know 
whether (1) management and officials manage 
government resources and use their authority properly 
and in compliance with laws and regulations;
(2) government programs are achieving their objectives 
and desired outcomes; and (3) government services are 
provided effectively, efficiently, economically, ethically, 
and equitably.

1.03 Government auditing is essential in providing 
accountability to legislators, oversight bodies, those 
charged with governance, and the public. Audits3 
provide an independent, objective, nonpartisan 
assessment o fthe  stewardship, performance, or cost of 
government policies, programs, or operations, 
depending upon the type and scope of the audit.

1S e e  p a r a g r a p h  A 1 . 0 8  f o r  a d d i t i o n a l  i n f o r m a t i o n  o n  m a n a g e m e n t ’s  

r e s p o n s i b i l i t i e s .

2S e e  p a r a g r a p h s  A 1 . 0 5  t h r o u g h  A 1 . 0 7  f o r  a d d i t i o n a l  d i s c u s s i o n  o n  t h e  

r o l e  o f  t h o s e  c h a r g e d  w i t h  g o v e r n a n c e .

3S e e  p a r a g r a p h  1 , 0 7 c  f o r  d i s c u s s i o n  o f t h e  t e r m  “a u d i t ” a s  it i s  u s e d  in  

c h a p t e r s  1 t h r o u g h  3  a n d  c o r r e s p o n d i n g  s e c t i o n s  o f  t h e  A p p e n d i x .
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P u r p o s e  a n d  
A p p l i c a b i l i t y  o f  
G A G A S

1.04 The professional standards and guidance 
contained in this document, commonly referred to as 
generally accepted government auditing standards 
(GAGAS), provide a framework for conducting high 
quality audits with competence, integrity, objectivity, and 
independence. These standards are for use by auditors 
of government entities and entities that receive 
government awards and audit organizations performing 
GAGAS audits. Overall, GAGAS contains standards for 
audits, which are comprised of individual requirements 
that are identified by terminology as discussed in 
paragraphs 2.14 through 2.18. GAGAS contains 
requirements and guidance dealing with ethics, 
independence, auditors' professional judgment and 
competence, quality control, performance o fth e  audit, 
and reporting.

1.05 Audits performed in accordance with GAGAS 
provide information used for oversight, accountability, 
transparency, and improvements of government 
programs and operations. GAGAS contains 
requirements and guidance to assist auditors in 
objectively acquiring and evaluating sufficient, 
appropriate evidence and reporting the results. When 
auditors perform their work in this manner and comply 
with GAGAS in reporting the results, their work can lead 
to improved government management, better decision 
making and oversight, effective and efficient operations, 
and accountability and transparency for resources and 
results.

P a g e  5 G A O -1 2 -3 3 1 G  G o v e rn m e n t  A u d it in g  S ta n d a rd s
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1.06 Provisions of laws, regulations, contracts, grant 
agreements, or policies frequently require audits be 
conducted in accordance with GAGAS. In addition, 
many auditors and audit organizations voluntarily 
choose to perform their work in accordance with 
GAGAS. The requirements and guidance in GAGAS 
apply to audits of government entities, programs, 
activities, and functions, and o f government assistance 
administered by contractors, nonprofit entities, and 
other nongovernmental entities when the use of 
GAGAS is required or is voluntarily followed.4

1.07 This paragraph describes the use of the following 
terms in GAGAS.

a. The term “auditor” as it is used throughout GAGAS 
describes individuals performing work in accordance 
with GAGAS (including audits and attestation 
engagements) regardless of job title. Therefore, 
individuals who may have the titles auditor, analyst, 
practitioner, evaluator, inspector, or other similar titles 
are considered auditors in GAGAS.

b. The term “audit organization” as it is used throughout 
GAGAS refers to government audit organizations as 
well as public accounting or other firms that perform 
audits and attestation engagements using GAGAS.

c. The term “audit” as it is used in chapters 1 through 3 
and corresponding sections of the Appendix refers to 
financial audits, attestation engagements, and 
performance audits conducted in accordance with 
GAGAS.

4 S e e  p a r a g r a p h s  A 1 . 0 2  t h r o u g h  A 1 . 0 4  f o r  d i s c u s s i o n  o f  l a w s ,  

r e g u l a t i o n s ,  a n d  g u i d e l i n e s  t h a t  r e q u i r e  u s e  o f  G A G A S .
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1.08 A government audit organization can be 
structurally located within or outside the audited entity.5 
Audit organizations that are external to the audited 
entity and report to third parties are considered to be 
external audit organizations. Audit organizations that 
are accountable to senior management and those 
charged with governance of the audited entity, and do 
not generally issue their reports to third parties external 
to the audited entity, are considered internal audit 
organizations.

1.09 Some government audit organizations represent a 
unique hybrid of external auditing and internal auditing 
in their oversight role for the entities they audit. These 
audit organizations have external reporting 
requirements consistent with the reporting requirements 
for external auditors while at the same time being part of 
their respective agencies. These audit organizations 
often have a dual reporting responsibility to their 
legislative body as well as to the agency head and 
management.

E t h ic a l  P r in c ip le s  1.10 The ethical principles presented in this section
provide the foundation, discipline, and structure, as well 
as the climate that influence the application of GAGAS. 
This section sets forth fundamental principles rather 
than establishing specific standards or requirements.

1.11 Because auditing is essential to government 
accountability to the public, the public expects audit 
organizations and auditors who conduct their work in 
accordance with GAGAS to follow ethical principles. 
Management of the audit organization sets the tone for

5S e e  p a r a g r a p h  1 . 1 9  f o r  a  d i s c u s s i o n  o f  o b j e c t i v i t y  a n d  p a r a g r a p h s  

3 . 2 7  t h r o u g h  3 . 3 2  f o r  r e q u i r e m e n t s  r e l a t e d  t o  i n d e p e n d e n c e  

c o n s i d e r a t i o n s  f o r  g o v e r n m e n t  a u d i t o r s  a n d  a u d i t  o r g a n i z a t i o n  

s t r u c t u r e .
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ethical behavior throughout the organization by 
maintaining an ethical culture, clearly communicating 
acceptable behavior and expectations to each 
employee, and creating an environment that reinforces 
and encourages ethical behavior throughout all levels of 
the organization. The ethical tone maintained and 
demonstrated by management and staff is an essential 
element of a positive ethical environment for the audit 
organization.

1.12 Conducting audit work in accordance with ethical 
principles is a matter of personal and organizational 
responsibility. Ethical principles apply in preserving 
auditor independence,6 taking on only work that the 
audit organization is competent7 to perform, performing 
high-quality work, and following the applicable 
standards cited in the auditors’ report. Integrity and 
objectivity are maintained when auditors perform their 
work and make decisions that are consistent with the 
broader interest of those relying on the auditors’ report, 
including the public.

1.13 Other ethical requirements or codes of 
professional conduct may also be applicable to auditors 
who conduct audits in accordance with GAGAS. For 
example, individual auditors who are members of 
professional organizations or are licensed or certified 
professionals may also be subject to ethical 
requirements of those professional organizations or 
licensing bodies. Auditors employed by government 
entities may also be subject to government ethics laws 
and regulations.

6S e e  p a r a g r a p h s  3 . 0 2  t h r o u g h  3 . 5 9  f o r  r e q u i r e m e n t s  r e l a t e d  t o  

i n d e p e n d e n c e .

7S e e  p a r a g r a p h s  3 . 6 9  t h r o u g h  3 . 8 1  f o r  a d d i t i o n a l  i n f o r m a t i o n  o n  

c o m p e t e n c e .
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Chapter 1
Government Auditing: Foundation 
and Ethical Principles

1.14 The ethical principles that guide the work of 
auditors who conduct audits in accordance with GAGAS 
are

a. the public interest;

b. integrity;

c. objectivity;

d. proper use of government information, resources, 
and positions; and

e. professional behavior.

T h e  P u b lic  In te re s t  1-15 The public interest is defined as the collective well­
being of the community of people and entities the 
auditors serve. Observing integrity, objectivity, and 
independence in discharging their professional 
responsibilities assists auditors in meeting the principle 
of serving the public interest and honoring the public 
trust. The principle of the public interest is fundamental 
to the responsibilities of auditors and critical in the 
government environment.

1.16 A distinguishing mark of an auditor is acceptance 
of responsibility to serve the public interest. This 
responsibility is critical when auditing in the government 
environment. GAGAS embodies the concept of 
accountability for public resources, which is 
fundamental to serving the public interest.

In te g r i t y  1-17 Public confidence in government is maintained and
strengthened by auditors performing their professional 
responsibilities with integrity. Integrity includes auditors 
conducting their work with an attitude that is objective, 
fact-based, nonpartisan, and nonideological with regard

P a g e  9 G A O -1 2 -3 3 1 G  G o v e rn m e n t  A u d it in g  S ta n d a rd s
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O b je c t iv i ty

to audited entities and users of the auditors’ reports. 
Within the constraints of applicable confidentiality laws, 
rules, or policies, communications with the audited 
entity, those charged with governance, and the 
individuals contracting for or requesting the audit are 
expected to be honest, candid, and constructive.

1.18 Making decisions consistent with the public 
interest of the program or activity under audit is an 
important part o fthe  principle of integrity. In discharging 
their professional responsibilities, auditors may 
encounter conflicting pressures from management of 
the audited entity, various levels of government, and 
other likely users. Auditors may also encounter 
pressures to inappropriately achieve personal or 
organizational gain. In resolving those conflicts and 
pressures, acting with integrity means that auditors 
place priority on their responsibilities to the public 
interest.

1.19 The credibility of auditing in the government sector 
is based on auditors’ objectivity in discharging their 
professional responsibilities. Objectivity includes 
independence of mind and appearance when providing 
audits, maintaining an attitude of impartiality, having 
intellectual honesty, and being free of conflicts of 
interest. Maintaining objectivity includes a continuing 
assessment o f relationships with audited entities and 
other stakeholders in the context of the auditors’ 
responsibility to the public. The concepts of objectivity 
and independence are closely related. Independence 
impairments impact objectivity.8

8S e e  i n d e p e n d e n c e  s t a n d a r d s  a t  p a r a g r a p h s  3 . 0 2  t h r o u g h  3 . 5 9 .
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In fo rm a t io n ,  
R e s o u rc e s , a n d  
P o s it io n s

1.20 Government information, resources, and positions 
are to be used for official purposes and not 
inappropriately for the auditor’s personal gain or in a 
manner contrary to law or detrimental to the legitimate 
interests of the audited entity or the audit organization. 
This concept includes the proper handling of sensitive 
or classified information or resources.

1.21 In the government environment, the public’s right 
to the transparency of government information has to be 
balanced with the proper use of that information. In 
addition, many government programs are subject to 
laws and regulations dealing with the disclosure of 
information. To accomplish this balance, exercising 
discretion in the use of information acquired in the 
course of auditors’ duties is an important part in 
achieving this goal. Improperly disclosing any such 
information to third parties is not an acceptable practice.

1.22 Accountability to the public for the proper use and 
prudent management of government resources is an 
essential part of auditors’ responsibilities. Protecting 
and conserving government resources and using them 
appropriately for authorized activities is an important 
element in the public’s expectations for auditors.

1.23 Misusing the position of an auditor for financial 
gain or other benefits violates an auditor’s fundamental 
responsibilities. An auditor’s credibility can be damaged 
by actions that could be perceived by an objective third 
party with knowledge of the relevant information as 
improperly benefiting an auditor’s personal financial 
interests or those of an immediate or close family 
member; a general partner; an organization for which 
the auditor serves as an officer, director, trustee, or 
employee; or an organization with which the auditor is 
negotiating concerning future employment.

P a g e  11 G A O -1 2 -3 3 1 G  G o v e rn m e n t  A u d it in g  S ta n d a rd s
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P ro fe s s io n a l
B e h a v io r

1.24 High expectations for the auditing profession 
include compliance with all relevant legal, regulatory, 
and professional obligations and avoidance of any 
conduct that might bring discredit to auditors’ work, 
including actions that would cause an objective third 
party with knowledge of the relevant information to 
conclude that the auditors’ work was professionally 
deficient. Professional behavior includes auditors 
putting forth an honest effort in performance of their 
duties and professional services in accordance with the 
relevant technical and professional standards.

P a g e  12 G A O -1 2 -3 3 1 G  G o v e rn m e n t  A u d it in g  S ta n d a rd s
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9 9 9  P e a c h t r e e  S t r e e t  

S u i t e  1 0 0 0

A d a n t a ,  G A  3 0 3 0 9 - 3 9 1 5

B a l t i m o r e  

T e l :  4 1 0 . 5 2 8 . 5 6 0 0  

F a x :  4 1 0 . 5 2 8 . 5 6 5 0  

3 0 0  E a s t  L o m b a r d  S t r e e t  

1 8 t h  F l o o r

B a l t i m o r e ,  M D  2 1 2 0 2 - 3 2 6 8

B e t h e s d a  

T e l :  3 0 1 . 6 6 4 . 6 2 0 0  

F a x :  3 0 1 . 6 6 4 . 6 2 9 9  

4 8 0 0  M o n t g o m e r y  L a n e  

7 t h  F l o o r

B e t h e s d a ,  M D  2 0 8 1 4 - 3 4 0 1  

D e n v e r

T e l :  3 0 3 . 2 9 2 . 2 4 0 0  

F a x :  3 0 3 . 2 9 6 . 3 9 5 6  

1 2 2 5  1 7 t h  S t r e e t ,  S u i t e  2 3 0 0  

D e n v e r ,  C O  8 0 2 0 2 - 5 5 9 6

L a s  V e g a s  

T e l :  7 0 2 . 4 7 1 . 7 0 0 0  

F a x :  7 0 2 . 4 7 1 . 7 0 7 0  

1 0 0  N o r t h  C i t y  P a r k w a y  

S u i t e  1 7 5 0

L a s  V e g a s ,  N V  8 9 1 0 6 - 4 6 1 7

L o s  A n g e l e s  

T e l :  4 2 4 . 2 0 4 . 4 4 0 0  

F a x :  4 2 4 . 2 0 4 . 4 3 5 0  

2 0 2 9  C e n t u r y  P a r k  E a s t  

S u i t e  8 0 0

L o s  A n g e l e s ,  C A  9 0 0 6 7

N e w  J e r s e y

T e l :  8 5 6 . 7 6 1 . 3 4 0 0

F a x :  8 5 6 . 7 6 1 . 1 0 2 0

2 1 0  L a k e  D r i v e  E a s t ,  S u i t e  2 0 0

C h e r r y  H i l l ,  N J  0 8 0 0 2 - 1 1 6 3

B a l l a r d  S p a h r  L L P  i s  a  n a t i o n a l  f i r m  o f  m o r e  t h a n  5 0 0  l a w y e r s  i n  1 3  o f f i c e s  a c r o s s  

t h e  c o u n t r y .  O u r  a t t o r n e y s  p r o v i d e  c o u n s e l i n g  a n d  a d v o c a c y  i n  m o r e  t h a n  4 0  a r e a s  

w i t h i n  i n t e l l e c t u a l  p r o p e r t y ,  l i t i g a t i o n ,  b u s i n e s s  a n d  f i n a n c e ,  r e a l  e s t a t e ,  a n d  p u b l i c  

f i n a n c e .  W e  r e p r e s e n t  a  d i v e r s e  c r o s s - s e c t i o n  o f  c l i e n t s ,  r a n g i n g  f r o m  l a r g e  p u b l i c  

c o m p a n i e s  a n d  p r i v a t e l y  h e l d  c o r p o r a t i o n s  t o  g o v e r n m e n t  a g e n c i e s  a n d  n o n p r o f i t  

o r g a n i z a t i o n s .  O u r  p r a c t i c e s  s p a n  t h e  l i f e  s c i e n c e s  a n d  t e c h n o l o g y ,  e n e r g y ,  h e a l t h  

c a r e ,  a n d  o t h e r  s e c t o r s  t h a t  a r e  d r i v i n g  i n n o v a t i o n  a n d  g r o w t h  i n  t o d a y ’ s  

m a r k e t p l a c e .

T h e  f i r m ’s  m i s s i o n  i s  s t r a i g h t f o r w a r d :  t o  p r o v i d e  n o t h i n g  l e s s  t h a n  e x c e l l e n c e  i n  

e v e r y  l e g a l  r e p r e s e n t a t i o n .  O u r  c l i e n t  f o c u s  i s  a b s o l u t e .  W e  h e l p  c l i e n t s  a c h i e v e  

s u c c e s s  a s  t h e y  d e f i n e  i t .  W e  r e s p e c t  a n d  a n t i c i p a t e  t h e i r  n e e d s ,  t a k e  a c t i o n  t o  k e e p  

t h e m  i n f o r m e d ,  a n d  d e v i s e  f o r w a r d - t h i n k i n g  s o l u t i o n s  t o  g e t  t h e  m o s t  f a v o r a b l e  

r e s u l t s .  T h i s  i s  B a l l a r d  S p a h r ’ s  p l e d g e .

Practices

•  A n t i t r u s t

•  B a n k r u p t c y

•  B u s i n e s s  a n d  F i n a n c e

-  B a n k  R e g u l a t i o n  a n d  

S u p e r v i s i o n

-  I n v e s t m e n t  M a n a g e m e n t

-  M & A / P r i v a t e  E q u i t y

-  S e c u r i t i e s

-  T r a n s a c t i o n a l  F i n a n c e

•  C o n s u m e r  F i n a n c i a l  S e r v i c e s

•  E m p l o y e e  B e n e f i t s  a n d  E x e c u t i v e  

C o m p e n s a t i o n

•  E n v i r o n m e n t a l

•  F a m i l y  W e a l t h  M a n a g e m e n t

•  F r a n c h i s e  a n d  D i s t r i b u t i o n

•  G overnm ent Relations, Regulatory 
A ffa irs  and C ontracting

•  In te llectua l P roperty

-  Patents

-  Trademarks and Copyrights

-  Trade Secrets

-  E n te rta inm ent and M edia

-  In te llectua l P roperty L itiga tion

•  In te rna tiona l

•  L abo r and E m p loym en t

•  L itig a tio n

-  A ccoun ting  and Professional 
L ia b ility

-  Appella te

-  Com m ercia l L itiga tion
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P h i l a d e l p h i a

T e l :  2 1 5 . 6 6 5 . 8 5 0 0

F a x :  2 1 5 . 8 6 4 . 8 9 9 9

1 7 3 5  M a r k e t  S t r e e t ,  5 1 s t  F l o o r

P h i l a d e l p h i a ,  P A  1 9 1 0 3 - 7 5 9 9

P h o e n i x

T e l :  6 0 2 . 7 9 8 . 5 4 0 0  

F a x :  6 0 2 . 7 9 8 . 5 5 9 5  

1  E a s t  W a s h i n g t o n  S t r e e t  

S u i t e  2 3 0 0

P h o e n i x ,  A Z  8 5 0 0 4 - 2 5 5 5

S a l t  L a k e  C i t y

T e l :  8 0 1 . 5 3 1 . 3 0 0 0

F a x :  8 0 1 . 5 3 1 . 3 0 0 1

O n e  U t a h  C e n t e r ,  S u i t e  8 0 0

2 0 1  S o u t h  M a i n  S t r e e t

S a l t  L a k e  C i t y ,  U T  8 4 1 1 1  - 2 2 2 1

S a n  D i e g o

T e l :  6 1 9 . 6 9 6 . 9 2 0 0

F a x :  6 1 9 . 6 9 6 . 9 2 6 9

6 5 5  W e s t  B r o a d w a y ,  S u i t e  1 6 0 0

S a n  D i e g o ,  C A  9 2 1 0 1 - 8 4 9 4

W a s h i n g t o n ,  D C  

T e l :  2 0 2 . 6 6 1 . 2 2 0 0  

F a x :  2 0 2 . 6 6 1 . 2 2 9 9  

6 0 1  1 3 t h  S t r e e t ,  N . W .

S u i t e  1 0 0 0  S o u t h  

W a s h i n g t o n ,  D C  2 0 0 0 5 - 3 8 0 7

W i l m i n g t o n  

T e l :  3 0 2 . 2 5 2 . 4 4 6 5  

F a x :  3 0 2 . 2 5 2 . 4 4 6 6  

9 1 9  N o r t h  M a r k e t  S t r e e t  

1 1 t h  F l o o r

W i l m i n g t o n ,  D E  1 9 8 0 1 - 3 0 3 4  

w w w . b a l l a r d s p a h r . c o m

-  C o n s t r u c t i o n  L i t i g a t i o n

-  E - D i s c o v e r y  a n d  D a t a  

M a n a g e m e n t

-  I n t e l l e c t u a l  P r o p e r t y  L i t i g a t i o n

-  P r o d u c t  L i a b i l i t y  a n d  M a s s  

T o r t

-  S e c u r i t i e s  L i t i g a t i o n

•  M o r t g a g e  B a n k i n g

•  P 3 / I n f r a s t r u c t u r e

•  P r i v a c y  a n d  D a t a  S e c u r i t y

•  P u b l i c  F i n a n c e

•  R e a l  E s t a t e

-  C o m m e r c i a l  R e a l  E s t a t e  

R e c o v e r y

-  C o n s t r u c t i o n

-  E m i n e n t  D o m a i n

-  H o u s i n g

-  P l a n n e d  C o m m u n i t i e s  a n d  

C o n d o m i n i u m s

-  R e a l  E s t a t e  D e v e l o p m e n t

-  R e a l  E s t a t e  F i n a n c e

-  R e a l  E s t a t e  L e a s i n g

-  R e a l  E s t a t e  T a x

-  R E I T S

-  R e s o r t  a n d  H o t e l

-  Z o n i n g  a n d  L a n d  U s e

•  T a x  a n d  T a x  C r e d i t s

•  W a t e r  R i g h t s

•  W h i t e  C o l l a r / I n v e s t i g a t i o n s

I n d u s t r i e s

•  C o m m u n i c a t i o n s

•  E n e r g y  a n d  P r o j e c t  F i n a n c e

•  H e a l t h  C a r e

•  H i g h e r  E d u c a t i o n

•  I n s u r a n c e

•  L i  f e  S c i e n c e s / T e c h n o l o g y  

I n i t i a t i v e s

•  C l i m a t e  C h a n g e  a n d  S u s t a i n a b i l i t y

•  H e a l t h  C a r e  R e f o r m

•  M u n i c i p a l  R e c o v e r y

-  1 3 8 -

http://www.ballardspahr.com


1

P r a c t i c e  G r o u p s
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B a lla rd  S p a h r  ra n k e d  13 th  
in  th e  n a t io n  in  2011 as 
b o n d  co u n se l, w ith  91 
tra n sa c tio n s  to ta lin g  m o re  
th a n  $4 .2  b illion ; w e  w ere  
ra n k e d  12 th  n a tio n a lly  as 
u n d e rw ri te r ’s co u n se l, w ith  
65 tra n sa c tio n s  to ta lin g  
m o re  th a n  $4.1 b illion .

P u b l i c  F i n a n c e  D e p a r t m e n t

B a lla rd  S p a h r’s p u b lic  f in an c e  a t to rn e y s  h a v e  b e e n  h e lp in g  b u ild  th e  n a t io n  s ince  
th e  19 4 0 ’s, w h e n  a h a n d fu l o f  law yers in it ia te d  a  p ra c tic e  th a t  h as  g ro w n  in to  a 
co m p le x , m u ltifa c e te d  e n te rp rise , re c o g n iz e d  as o n e  o f  th e  p re m ie r  p u b lic  fin an c e  
g ro u p s  in  th e  co u n try . W e  h a v e  th e  skills, re so u rc e s , a n d  e x p e rien c e  n e c e s sa ry  to  
h a n d le  an y  p u b lic  f in an ce  p ro je c t. O u r  p u b lic  f in an ce  c lien ts  in c lu d e  s ta te  a n d  
lo c a l g o v e rn m e n ts  a n d  au th o ritie s  th ro u g h o u t  th e  c o u n try  as w ell as u n d e rw rite rs , 
b o rro w e rs , f in an c ia l in s t itu tio n s , n o n p r o f i t  o rg a n iz a tio n s , tru s te e s , a n d  in v e s to rs .

B a lla rd  S p a h r  h as  b e e n  lis ted  c o n tin u o u s ly  s ince  1958 as  a n a tio n a lly  re c o g n iz e d  
b o n d  c o u n se l firm  in  T h e  B o n d  B u y e r’s Municipal Marketplace ( th e  “R e d  B o o k ”). 
S ince  1987 , w e  h av e  p a r tic ip a te d  in  th e  is su a n c e  o f  m o re  th a n  $250  b illio n  o f  tax - 
e x e m p t o b lig a tio n s  in  all s ta te s , th e  D is tr ic t  o f  C o lu m b ia , a n d  A m e ric a n  te rr ito r ie s .

W e  are  c o n s is te n tly  ra n k e d  a m o n g  th e  to p  2 0  firm s in  th e  c o u n try  e a c h  y ea r  fo r  
th e  a m o u n t  o f  secu ritie s  issu ed  w ith  o u r  b o n d  c o u n se l o p in io n . In  201 1 , Thomson 
Reuters ra n k e d  B a lla rd  S p a h r  13 th in  th e  n a tio n . I n  th a t  sa m e  year, w e  w e re  ra n k e d  
12 th b y  Thomson Reuters as u n d e rw ri te r ’s co u n se l. W e  are  regu larly  ra n k e d  1st in  
P en n sy lv a n ia , U ta h , a n d  N e w  M ex ico  fo r  b o n d  c o u n se l serv ices.

O u r  L a w y e rs

B a lla rd  S p a h r  h as  th e  d e p th  a n d  b re a d th  o f  ex p e rien c e  to  a ssis t c lien ts  w ith  
f in an c in g s  f ro m  th e  s im p les t to  th e  m o s t  co m p lex . N ea rly  50  law yers d e v o te  
a lm o s t all o f  th e ir  p ra c tic e  to  p u b lic  f in an c e  m a tte rs . B a lla rd  S p a h r  e n jo y s  a 
n a t io n a l re p u ta tio n  fo r  e x p e rien c e  in  th e  fie ld  o f  ta x a tio n  a n d  has six law yers w h o  
c o n c e n tra te  th e ir  p ra c tic e  in  th e  m u n ic ip a l b o n d  tax  a re a  ( in c lu d in g  tax  
c o n tro v e rs ie s  a r is in g  f ro m  ta x -e x e m p t fin an c in g s). T ax  G ro u p  C h a ir  F re d e r ic  L. 
B a lla rd , J r .,  is th e  a u th o r  o f  A B C ’s of Arbitrage (A m erican  B a r A sso c ia tio n , 2011 
ed itio n ) , a re fe re n c e  w o rk  cu rre n tly  u se d  b y  m a n y  p u b lic  o ffic ia ls, a tto rn e y s , an d  
in v e s tm e n t b an k e rs . B a lla rd  S p a h r  a lso  h as  m o re  th a n  50 law yers n a tio n w id e  w h o  
p ra c tic e  in  th e  fed e ra l secu ritie s law  area.

B a lla rd  S p a h r  law yers a re  ac tiv e  m e m b e rs  a n d  severa l h o ld  le a d e rsh ip  p o s it io n s  
in  th e  N a tio n a l A sso c ia tio n  o f  B o n d  L aw yers. O u r  p u b lic  f in an c e  p ra c tic e  
c o n c e n tra te s  th e  re so u rc e s  a n d  ab ilities o f  o u r  law yers in  m a n y  d if fe re n t legal 
d isc ip lin es  to  w h ic h  law yers in  all o f  o u r  o ffic e s  c o n tr ib u te .

- 140-



♦

T h e s e  legal d isc ip lin es  in c lu d e  m u n ic ip a l law , ta x a tio n , secu ritie s, rea l es ta te , 
h o u s in g , e n v iro n m e n ta l a n d  n a tu ra l re so u rce s , p u b lic  u tilities, energy , h ea lth  care, 
e d u c a tio n , b an k in g , a d m in is tra tiv e  p rac tice , leg isla tive , a n d  c o rp o ra te  law.

T y p e s  o f  F in a n c in g s

B a lla rd  S p a h r’s p u b lic  f in a n c e  law yers h a v e  se rv e d  as b o n d  c o u n se l o r 
u n d e rw ri te r ’s c o u n s e l in  c o n n e c t io n  w ith  every  fo rm  o f  tra d itio n a l m u n ic ip a l d eb t, 
in c lu d in g  g e n e ra l o b lig a tio n , m u n ic ip a l re v e n u e , spec ia l a s se ssm e n t, a n d  tax  
in c re m e n t  b o n d s , as w ell as tax , rev e n u e , g ran t, a n d  b o n d  a n tic ip a tio n  n o te s , an d  
ce rtif ic a te s  o f  p a r tic ip a tio n  in  le a se -p u rch a se  a n d  in s ta llm e n t p u rc h a se  o b lig a tio n s .

W e  h a v e  a lso  p a r tic ip a te d  in  ev e ry  k in d  o f  p riv a te  ac tiv ity  f in an c in g , inc lud ing :

M ilita ry  h o u s in g  b o n d s

A irp o r t  re v e n u e  an d  specia l 
facilities b o n d s

P o r t  fac ilities b o n d s

P e n s io n  b o n d s

S ing le-fam ily  m o rtg a g e  b o n d s

M u ltifam ily  h o u s in g  b o n d s

S tu d e n t lo a n  b o n d s

S tu d e n t h o u s in g  b o n d s

C u ltu ra l facilities b o n d s

•  U n iv e rs ity  b o n d s

O u r  p u b lic  fin an ce  law yers h a v e  h a n d le d  ta x -e x e m p t a n d  ta x ab le  financ ings, n ew  
m o n e y  issu es, all fo rm s  o f  re f in a n c in g  (in c lu d in g  c u r re n t re fu n d in g s , ad v an ce  
re fu n d in g s , c ro s s -o v e r  re fu n d in g s , c o n v e rs io n s  f ro m  v a ria b le  to  fixed  ra te s  o f  
in te re s t,  a n d  te n d e r  o ffe rs  fo r  o u ts ta n d in g  o b lig a tio n s), a n d  fin an c in g s  in v o lv in g  
m a n y  fo rm s  o f  c re d it  e n h a n c e m e n t.  W e  seek  to  p ro v id e  in n o v a tiv e  so lu tio n s  to  
o u r  c l ie n ts ’ u n iq u e  p ro b le m s  a n d  challenges.

•  U tility  re v e n u e  b o n d s  •

•  In d u s tr ia l  d e v e lo p m e n t re v e n u e  •  
b o n d s

•  S p o rts  a re n a  re v e n u e  b o n d s  •

•  H o s p ita l  a n d  h e a lth  ca re  re v e n u e  •  
b o n d s

•  C o n tin u in g  ca re  re ti re m e n t 
c o m m u n ity  b o n d s

•  P o llu tio n  c o n tro l  b o n d s

•  R e so u rc e  rec o v e ry  a n d  so lid  w aste  
d isp o sa l re v e n u e  b o n d s  •
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B alla rd  S p a h r’s p u b lic  fin an c e  p ra c tic e  e n c o m p a sse s  n u m e ro u s  sp ec ia lty  areas, 
in c lu d in g  e d u c a tio n , h ea lth  ca re , m u ltifam ily  a n d  s ing le-fam ily  h o u s in g , p u b lic  
f in a n c e  d eriv a tiv es , m ilita ry  h o u s in g , p ro je c t  f in an ce , s tu d e n t lo a n s , an d  
t ra n s p o r ta t io n . A  b r ie f  su m m a ry  o f  a few  o f  th e  m o s t  re le v a n t a reas  is lis ted  
b e lo w .

P ro je ct F in a n c e

T h e  f irm  is a  n a tio n a l lead e r in  th e  u til iz a tio n  o f  p u b lic  d e b t  o ffe rin g s  in  th e  
d e v e lo p m e n t o f  m a jo r  p ro jec ts . W e  re p re s e n t u n d e rw rite rs , p u b lic  issu ers , a n d  
p u rc h a s e rs  in  a full ran g e  o f  ta x -e x e m p t p u b lic  d e b t o ffe rin g s  fo r  m a jo r  p ro je c ts  
su c h  as:

•  S o lid  w a s te  d isp o sa l facilities •

•  W a te r  a n d  w a s tew a te r  facilities •

•  P u lp  d e -in k in g  facilities •

•  L ig h t rail •

•  U tilitie s  •

•  P o w e r  p la n ts  th a t  use a v a rie ty  o f  •  
w a s te  fuels in c lu d in g

— M u n ic ip a l w aste

— W a s te  coa l

— W o o d  w aste

W e  h a v e  successfu lly  s tru c tu re d  f in a n c in g s  th a t c o m b in e  p u b lic ly  o r  p riv a te ly  
is su e d  ta x a b le  d e b t, b a n k  d e b t ,  o r  le v e ra g e d  leases w ith  ta x -e x e m p t d eb t. W e 
p ro v id e  a  fu ll ran g e  o f  co u n se lin g  o n  th e  tax  issu es arising  f ro m  ta x -e x e m p t d eb t, 
in c lu d in g  a rb itra g e  reb a te  ca lc u la tio n s  a n d  adv ice  o n  tax  au d its  o f  d e b t issues. 
A d d itio n a lly , w e  h e lp  p ro je c ts  ta k e  a d v a n ta g e  o f  a w id e  v arie ty  o f  tax  in c en tiv es , 
in c lu d in g  ta x -e x e m p t b o n d s , C le a n  R e n e w a b le  E n e rg y  B o n d s , G u l f  O p p o r tu n ity  
Z o n e  B o n d s , so la r  a n d  clean  co a l in v e s tm e n t  tax  c red its , N e w  M a rk e ts  T a x  
C red its , a n d  re n e w a b le  en erg y  p r o d u c t io n  tax  cred its .

A reas o f Concentration

T o ll ro a d s

S tad iu m s

G e n c o s

E le c tr ic  c o o p e ra tiv e s  

R e n ew a b le  en erg y  facilities 

Q u a lified  p o r t io n s  of:

— C o n v e n tio n a l p la n ts

— N u c le a r  p o w e r  p la n ts

— O il re fin erie s
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W e  also  h a v e  re la te d  ex p e r ie n c e  th a t  h e lp s  to  fac ilita te  th e  e x e c u tio n  o f  c o m p le x  
p ro je c t  d e v e lo p m e n t, in c lu d in g  in itia l a n d  se c o n d a ry  p u b lic  o ffe rin g s , R u le  144A  
o ffe rin g s , sh e lf  o ffe rin g s , h ig h -y ie ld  d e b t  o ffe rin g s , a n d  p r iv a te  p la ce m en ts . W e  are  
a lso  e x p e rien c ed  in  sp e c ia liz ed  fin an ce  s tru c tu re s , in c lu d in g  sy n th e tic  leases, 
se cu ritiz a tio n  o f  s tra n d e d  asse ts , a n d  royalty  tru sts .

P u b lic  F in a n ce  D eriva tives

B allard  S p a h r  active ly  adv ises c lien ts  o n  th e  u se  o f  in te re s t  ra te  sw aps an d  re la te d  
d eriv a tiv e  p ro d u c ts  in  th e  p u b lic  fin an ce  secto r. In te re s t  in  th is  in n o v a tiv e  
fin an c in g  area  h a s  g ro w n  rap id ly  in  re sp o n se  to  th e  d e m a n d s  o f  m a rk e t 
p a r tic ip a n ts  to  m a n a g e  th e ir  in v e s tm e n t p o r tfo lio s , to  h e d g e  in te re s t  ra te  a n d  o th e r  
m a rk e t risks, a n d  to  access  in te re s t  ra te  m a rk e ts  u n a v a ila b le  o r  u n a ttra c tiv e  w ith  
tra d itio n a l d e b t s tru c tu re s .

B a lla rd  S p a h r  h as  d e v e lo p e d  in -d e p th  ex p e rien c e  in  tra n sa c tio n s  in v o lv in g  
m u n ic ip a l d e riv a tiv e  p ro d u c ts ,  in c lu d in g  f lo a tin g -to -f ix e d  a n d  f ix ed -to -flo a tin g  
in te re s t ra te  sw aps; sw ap tio n s ; basis  sw aps; a n d  in te re s t  ra te  caps, co llars, an d  
floo rs . W e  dea l w ith  a v a rie ty  o f  su c h  d eriv a tiv e  p ro d u c ts  in  p r im a ry  m a rk e t 
tra n sa c tio n s  in v o lv in g  o rig in a l b o n d  issues, as w ell as se c o n d a ry  m a rk e t 
se c u r itiz a tio n  tra n sa c tio n s  in v o lv in g  th e  issu an ce  o f  cu s to d ia l rec e ip ts , te n d e r  
o p tio n  b o n d s , an d  o th e r  sy n th e tic  securities. B a lla rd  S p a h r  ad v ises  b o th  p u b lic  a n d  
p r iv a te  m a rk e t p a r tic ip a n ts  o n  d eriv a tiv e  p ro d u c ts .  W e  also  se rv e  as c o u n se l to  a 
m a jo r  c re d it e n h a n c e m e n t p ro v id e r  th a t  req u ires  th e  u se  o f  in te re s t ra te  h ed g e s  as 
p a r t  o f  b o th  its p r im a ry  m a rk e t a n d  its n e g o tia te d  tra n sa c tio n  se co n d a ry  m a rk e t 
se c u r itiz a tio n  p ro g ra m s . B a lla rd  S p a h r  regu larly  ad v ises  c lien ts  in  u s in g  a v a rie ty  o f  
d e riv a tiv e -re la te d  p ro d u c ts  to  ass is t c lien ts in  tax  p la n n in g  m a tte rs  w h ere  
app licab le .

I n  a d d itio n , w e  h a v e  re p re s e n te d  m u n ic ip a l f in an c e  c lien ts  in  litig a tio n  ag a in s t 
sw ap  c o u n te rp a r tie s , n o ta b ly  in  c o n n e c t io n  w ith  th e  L e h m a n  B ro th e rs  b an k ru p tc y .

Transporta don

B allard  S p a h r  has  a lo n g  h is to ry  o f  s tru c tu rin g  in n o v a tiv e  fin an ce  p lan s fo r  large- 
scale tr a n s p o r ta t io n  p ro je c ts  a c ro ss  th e  c o u n try . I n  th e  p a s t  25  years, w e h av e  b e e n  
en g a g ed  as is su e r’s c o u n se l, b o n d  co u n se l, u n d e rw ri te r ’s co u n se l, b o r ro w e r ’s 
co u n se l, c re d it e n h a n c e r  c o u n se l o r  specia l tax  c o u n se l in  m o re  th a n  450 
tr a n s p o r ta tio n  fin an c in g s , ag g re g a tin g  m o re  th a n  $43 b illio n  th ro u g h o u t the  
U n ite d  S tates.
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O u r  tr a n s p o r ta t io n  p rac tice  b r in g s  to g e th e r  m u lti-d isc ip lin a ry  te am s o f  law yers 
w ith  k n o w led g e  critica l to  a  su c ce ssfu l tr a n s p o r ta tio n  fin an c in g , in c lu d in g  a s tro n g  
tra n sa c tio n a l p ra c tic e  as w ell as e x ten s iv e  e x p e rien c e  in  m e rg e rs  a n d  ac q u is itio n s , 
tax , s tru c tu re d  fin an ce , g o v e rn m e n ta l re g u la tio n , e n v iro n m e n ta l law , secu ritie s law , 
la b o r, en e rg y , a n d  real estate .

W e  h a v e  se rv e d  as  b o n d  c o u n se l o r  u n d e rw ri te r ’s c o u n s e l fo r  a n u m b e r  o f  a irp o r t  
facility  issu es , in c lu d in g  th e  D e n v e r  In te rn a t io n a l A irp o r t ,  S alt L ak e  C ity  
In te rn a t io n a l  A irp o rt, P h ila d e lp h ia  In te rn a tio n a l A irp o r t,  a n d  m e tro p o lita n  
W a s h in g to n , D C  a irp o rts .

W e  h a v e  re p re se n te d  le ad  le n d e rs , s u b o rd in a te  le n d e rs , e q u ity  in v e s to rs , an d  
b o rro w e rs  in  sy n d ic a ted  p ro je c t  f in an c in g s  w o r th  b illio n s o f  d o lla rs  an d  h a v e  so m e  
o f  th e  n a t io n ’s le ad in g  a tto rn e y s  in  th is field . B a lla rd  S p a h r  is ex p e r ie n c e d  in  a 
w id e  ra n g e  o f  in n o v a tiv e  f in a n c in g  s tru c tu re s  a n d  te c h n iq u e s  c u rren tly  u se d  in  
tr a n s p o r ta t io n  tra n sa c tio n s , in c lu d in g  T IF I A  (T ra n s p o rta tio n  a n d  In fra s tru c tu re  
F in a n c in g  a n d  In n o v a tio n  A ct) f in an c in g s , G A R V E E  b o n d s , in te rm o d a l 
f in an c in g s , a i rp o r t  fin an c in g s, h ig h w ay s  a n d  b rid g e  p ro je c ts , P 3  f in an c in g s, m a ss  
c o m m u tin g , a n d  d o ck s , an d  se a p o r ts  fin an c in g s.

M u n ic ip a l Secu rities Pra ctice

O u r  S ecu ritie s  G ro u p  h as  a s ig n ific an t n a tio n a l p re se n c e  a n d  p ro v id e s  legal adv ice  
to  is su e rs , b o rro w e rs , in v e s tm e n t b a n k in g  firm s a n d  le n d e rs  in  a  b ro a d  ra n g e  o f  
p u b lic  o ffe rin g s , p r iv a te  p la c e m e n ts  a n d  d ire c t p u rc h a se s  o f  m u n ic ip a l securities, 
in c lu d in g  o ffe rin g s  u n d e r  R e g u la tio n  D  a n d  R u le  144A  as w ell as o f fsh o re  
o ffe rin g s  u n d e r  R e g u la tio n  S. S evera l law yers in  th e  f irm ’s S ecu rities G ro u p  
p rev io u s ly  se rv e d  as s ta f f  m e m b e rs  a t th e  S E C , p ro v id in g  a u n iq u e  p e rsp e c tiv e  a n d  
in v a lu a b le  e x p e r ie n c e  in  g u id in g  o u r  c lien ts  th ro u g h  th e  reg u la to ry  re q u ire m e n ts  
an d  e x e m p tio n s  o f  fed e ra l an d  s ta te  se cu ritie s  law s. B a lla rd  S p ah r 's  P u b lic  F in a n c e  
law yers a re  ac tiv e  in  N A B L 's  s ta n d in g  S ecu ritie s  L a w  C o m m itte e  o n e  o f  o u r  
p a r tn e rs ,  a n d  h a v e  ac tive ly  p a r tic ip a te d  in  a  n u m b e r  o f  N A B L 's  a d  h o c  S ecurities 
L aw  su b c o m m itte e s  a n d  ta sk  fo rc e s , in c lu d in g  th e  c o m m itte e  ta sk e d  w ith  d ra f tin g  
th e  S E C ’s se c o n d a ry  m a rk e t d isc lo su re  ru les. M e m b e rs  o f  o u r  S ecu rities G ro u p  
w o rk  w ith  m u n ic ip a l m a rk e t c lien ts  to  a s s is t th e m  in  d e v e lo p in g  po lic ies  an d  
p ro c e d u re s  a n d  d ra f tin g  d isc lo su re  a n d  u n d e rw ritin g  a g re e m e n ts  to  assu re  
c o m p lia n c e  w ith  all S E C  an d  M S R B  R u les  ap p lica b le  to  m u n ic ip a l securities.
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P 3 / I n f r a s t r u c t u r e  P r a c t i c e

B a lla rd  S p a h r  a tto rn e y s  
u n d e r s ta n d  th e  po litica l, 
f in an c ia l, e n v iro n m e n ta l, 
se cu ritie s  law , a n d  
in v e s tm e n t  im p a c ts  o f  th e  
m a n y  ty p e s  o f  P 3  
tra n s a c t io n  s tru c tu re s .

T h e  stakes a re  h ig h  a n d  access  to  ca p ita l is lim ited . A c ro ss  th e  co u n try , an d  
a ro u n d  th e  g lo b e , th e  n ee d  to  re p a ir  critica l in f ra s tru c tu re , im p ro v e  social 
s tru c tu re s , a n d  b u ild  fo r  th e  fu tu re  ex ceed s  th e  availab ility  o f  p u b lic  funds. 
P u b lic -p r iv a te  p a r tn e rs h ip s  (P3) p ro v id e  a c re a tiv e  w ay  to  b rid g e  th e  fu n d in g  
g a p  a n d  k ee p  th e  n a tio n  m o v in g .

B a lla rd  S p a h r’s P 3 /In f r a s t ru c tu re  p ra c tic e  b rin g s  to g e th e r  a tto rn ey s  f ro m  a 
w id e  ra n g e  o f  legal d isc ip lin es  in c lu d in g  p u b lic  f in an ce , g o v e rn m e n t re la tio n s, 
m e rg e rs  a n d  acq u is itio n s , e n v iro n m e n ta l law , se cu ritie s  law , la b o r  a n d  
e m p lo y e e  b e n e fits , en erg y , tr a n s p o r ta tio n , tax , a n d  rea l es ta te . O u r  te am  is 
p re p a re d  to  ev a lu a te  p o te n tia l  P 3  p ro je c ts , d e v e lo p  s u p p o r tin g  p o lic ies, 
re g u la tio n s , p ro c e d u re s , a n d  leg is la tio n , s tru c tu re  in n o v a tiv e  a n d  
im p le m e n ta b le  fin an c in g  p la n s , a n d  a n sw e r  an y  ty p e  o f  legal issu e  asso c ia te d  
w ith  th e se  m u lti- fa c e te d  p ro je c ts .

A n y  lo n g - te rm  c o n tra c tu a l re la tio n sh ip  b e tw e e n  a s ta te  o r  loca l g o v e rn m e n t 
en tity  a n d  a p riv a te  en tity  is a h ig h ly  c o m p le x  a n d  d e lica te  u n d e rta k in g . T h e  
law yers a n d  financ ia l ad v ise rs  in v o lv e d  in  th e  p ro c e ss  m u s t a t all tim es  b e  
a w a re  o f  b o th  th e  p o licy  o b je c tiv es  a n d  th e  c o m m e rc ia l an d  legal 
c o n s tra in ts  th a t  app ly  to  s ta te  a n d  loca l g o v e rn m e n t en tities. B a lla rd  S p ah r 
is  a n a tio n a l f irm  w ith  c lien ts  in  all 50  s ta te s . W e  h a v e  a tto rn e y s  fam iliar 
w ith  th e  law s o f  each  s ta te , in c lu d in g  law s specifically  ap p licab le  to  ac tio n s  
b y  s ta te  a n d  lo ca l g o v e rn m e n ts , a n d  w e h a v e  w o rk e d  w ith  g o v e rn m e n ta l 
e n titie s  o n  th e  federa l, s ta te , a n d  lo ca l level.

W e  h a v e  a lso  w o rk e d  w ith  in te rn a tio n a l an d  d o m e s tic  p riv a te  en titie s , in c lu d in g  
in v e s tm e n t  b a n k s , d e v e lo p e rs , e n g in e e rin g  a n d  c o n s tru c tio n  firm s, an d  
c o n c e s s io n a ire s . W e u n d e rs ta n d  th e  p e rsp e c tiv e  a n d  o b je c tiv es  o f  b o th  p u b lic  
s e c to r  a n d  p r iv a te  se c to r  p a r tic ip a n ts . A s  a resu lt, w e  also  u n d e rs ta n d  th e  w ide 
ra n g e  o f  p o ss ib le  P 3  a r ra n g e m e n ts , in c lu d in g  c o n c e s s io n  a n d  fran ch ise  
a g re e m e n ts , m a n a g e m e n t a g re e m e n ts , lo n g - te rm  leases, g o v e rn m e n t 
“ av ailab ility”  p a y m e n t s tru c tu re s , a n d  a r ra n g e m e n ts  c o m b in in g  m u ltip le  
so u rc e s  o f  f in an c in g  (e.g., p r iv a te  equ ity , b a n k  d e b t, ta x ab le  an d  ta x -e x e m p t 
d e b t  is su e d  th ro u g h  th e  p u b lic  m a rk e ts , g o v e rn m e n t c o n tr ib u tio n s , a n d  T IF IA -  
a n d  g o v e rn m e n t-b a c k e d  d eb t).
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B alla rd  S p a h r  a tto rn e y s  
w o rk  w ith  fed e ra l, s ta te  
a n d  lo c a l g o v e rn m e n ts  
as w ell as p r iv a te  se c to r  
d e v e lo p e rs , le n d e rs  an d  
in v e s to rs  to  g a in  th e  
ad v a n ta g e s  o f  th e  la te s t 
in n o v a tio n s  in  P 3  
s tru c tu re s  a n d  f in an c in g .

W e  h a v e  assessed  s tru c tu re d , a n d  n e g o tia te d  P 3  p ro je c ts  th a t  in c lu d e :

S u rface  tr a n s p o r ta t io n  — 
b rid g es; ro ad s ; h ig h  o c c u p a n c y  
to ll (H O T ) lanes; h ig h  sp e e d  
rail lines

S ocia l in f ra s tru c tu re  -  p u b lic  
b u ild in g s , jails, p a rk in g  
facilities

W a te r , w as te w a te r , a n d  sew er 

S e a p o rts  a n d  h a rb o rs  

P u b lic  h o u s in g

A irp o rts , ra ilro a d  te rm in a ls , 
a n d  tra n s it  h u b s

H o sp ita ls , m e d ica l c e n te rs , a n d  
lo n g - te rm  ca re  facilities

S tad iu m s a n d  e n te r ta in m e n t 
c o m p lex e s

M ilita ry  b ases  an d  h o u s in g

P rim ary , se co n d a ry , a n d  h ig h e r 
e d u c a tio n

A s o u r  e x p e rien c e  w o rk in g  o n  so m e  o f  th e  la rg e s t a n d  m o s t  su c ce ssfu l 
d o m e s tic  P 3  p ro je c ts  a tte s ts , B a lla rd  S p ah r 's  P 3 /In f r a s t r u c tu re  G ro u p  h as  th e  
skills to  n av ig a te  th e  in te rs e c tio n  o f  g o v e rn m e n t a n d  in d u s try  a n d  s te e r  a 
su c ce ssfu l P 3  p ro je c t f ro m  c o n c e p t  to  c o m p le tio n .

O u r  P 3 /In f r a s t r u c tu re  p ra c tic e  is s u p p o r te d  by  severa l d e p a r tm e n t a n d  p rac tice  
g ro u p s  w ith in  th e  firm  inc lu d in g :

H e a lth  C are  

H ig h e r  E d u c a tio n  

H o u s in g

M ilita ry  In s ta l la t io n  F in a n c e

P u b lic  F in a n c e

E n e rg y  an d  P ro je c t F in a n c e

E n v iro n m e n ta l

G o v e rn m e n t  R e la tio n s , 
R e g u la to ry  A ffa irs , a n d  
C o n tra c tin g

R eal E s ta te

A d d itio n a l in fo rm a tio n  o n  th e  f irm  a n d  th e  sp ec ific  p ra c tic e  a reas  th a t  su p p o r t 
o u r  P 3  g ro u p  ca n  b e  fo u n d  o n  o u r  w eb site : w w w .b a lla rd sp a h r .c o m .
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K n ik  A r m  T o i l  B r id g e .  B a lla rd  S p a h r  c u rre n tly  se rv es as f in an c e  a n d  b o n d  c o u n se l to  th e  K n ik  
A rm  B rid g e  a n d  T o ll A u th o r ity  (K A B A T A ) fo r  th e  K n ik  A rm  B rid g e  P ro je c t, a p u b lic -p riv a te  
p a r tn e rs h ip  to ll b r id g e  in  A n c h o ra g e , A laska. T h e  fin an ce  p la n  fo r  th e  K n ik  A rm  B rid g e  P ro je c t 
in c lu d e s  a c o n c e s s io n  a g re e m e n t, p riv a te  ac tiv ity  b o n d s  (PA B s), a n d  a n  availab ility  p a y m e n t 
s tru c tu re , w h ic h  w ill b e n e f it  th e  p r iv a te  d e v e lo p e r  to  b e  se lec ted . K A B A T A  h as  rec e iv e d  a $600 
m illio n  fed e ra l P A B  v o lu m e  ca p  a llo ca tio n  a n d  has re c e n d y  re -a p p lie d  fo r  a c o n d itio n a l T IF IA  lo a n  
th a t,  i f  a p p ro v e d , w ill likely b e  u se d  b y  a P 3  d e v e lo p e r  to  b e  se lec ted  b y  K A B A T A  la te r  th is  year.

B a l la r d  R o le : B o n d  a n d  F in a n c e  C o u n se l 
S iz e :
C iti :  F in a n c ia l a d v iso r  to  K A B A T A  
C l o s in g  D a te :  O n g o in g

V i r g in ia  1-95 H i g h  O c c u p a n c y  T o l l  L a n e s  P ro je c t .  B a lla rd  S p a h r  re c e n d y  se rv e d  as specia l 
c o u n s e l to  th e  O ff ic e  o f  th e  A tto rn e y  G e n e ra l fo r  P riv a tiz a tio n  M a tte rs  o f  th e  C o m m o n w e a lth  o f  
V irg in ia . D u r in g  th e  c o u rse  o f  th is  e n g a g e m e n t, B a lla rd  S p a h r  re p re se n te d  V D O T  in  its 1-95 P P T A  
H ig h  O c c u p a n c y  T o ll (H O T ) L a n e s  P ro je c t  (1-95 P ro je c t)  u n d e r  V irg in ia ’s P u b lic -P riv a te  
T ra n s p o r ta t io n  A c t o f  1995. T h e  p ro je c t in v o lv e d  th e  d es ig n , c o n s tru c tio n , re n o v a tio n , f in an c in g , 
a n d  o p e ra tio n  o f  H O T  lan es a n d  re la ted  im p ro v e m e n ts .

T h e  1-95 P ro je c t is fu n d e d  by  a c o m b in a t io n  o f  b o n d s , fed e ra l lo a n s , a n d  p r iv a te  cap ita l f ro m  a jo in t 
v e n tu re  b e tw e e n  T ra n s u rb a n  D R IV e  a n d  F lu o r  E n te rp r is e s  In c . C o n s tru c tio n  o f  th e  H O V / H O T  
la n es  is e s tim a te d  a t $925 m illion . T h e  p riv a te  in v e s to rs  w ill c o n tr ib u te  $292  m illion . T h o s e  fu n d s, 
a lo n g  w ith  $263  m illio n  in  ta x -e x e m p t b o n d  p ro c e e d s  ( in c lu d in g  in v e s tm e n t ea rn ings) a n d  a $71 
m illio n  c o n tr ib u tio n  f ro m  V D O T , w ill se rv e  as in itia l f in an c in g  fo r  th e  p ro je c t. I n  ad d itio n , th e  
d e v e lo p e rs  w ill rec e iv e  $300  m illio n  in  c re d it a ss is ta n ce  th ro u g h  T IF IA

T h e  B a lla rd  S p a h r  legal te a m  sp e a rh e a d e d  th e  d ra f tin g  o f  a c o m p re h e n s iv e  a g re e m e n t a n d  re la ted  
a g re e m e n ts  lay ing  o u t th e  rig h ts  a n d  o b lig a tio n s  o f  V D O T  a n d  th e  p riv a te  en tity , 95 E x p re ss  L an es 
L L C , a  jo in t  v e n tu re  b e tw e e n  affilia tes o f  T ra n s u rb a n  G ro u p  a n d  F lu o r  C o rp o ra tio n , rev iew ed  
fin a n c in g  a rra n g e m e n ts  a n d  c o n tra c ts  as w ell as cap ita l m a rk e ts  d isc lo su re  s ta te m e n ts , h e lp e d  o b ta in  
U S D O T  a p p ro v a l o f  d o c u m e n ts . C o n s tru c tio n  is sc h e d u le d  fo r  c o m p le t io n  in  2014.

B a l la r d  R o le : P 3  C o u n se l
S iz e : $965 m illio n  ( in c lu d in g  $263  ta x -e x e m p t b o n d s  a n d  $300  m illio n  T IF IA )
C iti :  N / A
C lo s in g  D a te :  Ju ly  2012

C o lo r a d o  U S  36 M a n a g e d  L a n e s .  B a lla rd  S p a h r  se rv e d  as specia l c o u n se l to  th e  C o lo ra d o  
D e p a r tm e n t  o f  T ra n s p o r ta t io n ’s H ig h  P e r fo rm a n c e  T ra n s p o r ta t io n  E n te rp r is e  in  c o n n e c t io n  w ith  a 
2011 T IF IA  lo a n  fo r  th e  U S  36  P ro je c t. T h e  U S  36  P ro je c t  c o n s is ts  o f  th e  re d e v e lo p m e n t an d  
c o n s tru c tio n  o f  h ig h -o c c u p a n c y  m a n a g e d  to ll lan es  o n  U S  36 b e tw e e n  D e n v e r  a n d  B o u ld e r . T h e  U S 
36 P ro je c t  w ill b e  fu n d e d  b y  a c o m b in a t io n  o f  a T IF I A  lo a n , T I G E R  D isc re tio n a ry  G ra n t  f ro m  th e

R E C E N T  E X P E R I E N C E  W IT H  T O L L  R O A D S  A N D  P3 P R O J E C T S
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U .S. D e p a r tm e n t  o f  T ra n s p o r ta t io n ,  a n d  s ta te  a n d  lo c a l fu n d in g . T h e  U S  36 P ro je c t is b e in g  b u ilt  by  
th e  C o lo ra d o  D e p a r tm e n t  o f  T ra n s p o r ta t io n  in  c o n ju n c tio n  w ith  th e  R eg io n a l T ra n s p o r ta t io n  
D is tr ic t, w h ic h  w ill ru n  B us R a p id  T ra n s it  a lo n g  th e  m a n a g e d  lanes.

B a l la r d  R o le : S pecia l C o u n se l 
S iz e : $54  m illio n  
C i t i :  N / A
C l o s in g  D a te :  S e p te m b e r  2011

P e n n s y lv a n ia  T u r n p i k e .  B a lla rd  S p a h r  law yers re p re se n te d  th e  C o m m o n w e a lth  o f  P en n sy lv a n ia  in  
th e n  G o v e r n o r  E d w a rd  G . R e n d e ll’s p ro p o s e d  p r iv a tiz a tio n  o f  th e  P en n sy lv a n ia  T u rn p ik e  (the  
P e n n sy lv a n ia  T u rn p ik e  P ro je c t) . I n  M ay  200 8 , th e  p ro je c t  re a c h e d  c o m m erc ia l c lo se  w h e n  th e  
C o m m o n w e a lth  a c c e p te d  a b id  o f  $12 .8  b illio n  to  lease  th e  P en n sy lv a n ia  T u rn p ik e  f ro m  a 
c o n s o r tiu m  c o n s is tin g  o f  A b ertis  a n d  C itig ro u p . U ltim ate ly , th e  P en n sy lv an ia  L eg is la tu re  d id  n o t  
p a s s  th e  le g is la tio n  to  a c c e p t th e  b id  a n d  p ro c e e d  w ith  th e  p ro je c t,  b u t  th e  b id  re m a in s  th e  h ig h e s t 
e v e r  fo r  a P 3  in  th e  U n ite d  S tates.

T h e  sc o p e  o f  B a lla rd  S p a h r’s P en n sy lv a n ia  T u rn p ik e  e n g a g e m e n t w as ex tre m ely  b ro a d . W e p ro v id e d  
G o v e r n o r  R e n d e ll’s O ff ic e  a n d  th e  P e n n sy lv a n ia  D e p a r tm e n t  o f  T ra n s p o r ta t io n  w ith  ad v ice  o n  a 
h o s t  o f  issu es, in c lu d in g  e n fo rc e a b ility  o f  m u lti-y e a r  c o n tra c ts ; w aivers  o f  so v e re ig n  im m u n ity ; 
d isp u te  re so lu tio n  p ro c e d u re s ; th e  e n fo rc e m e n t o f  c o n tra c ts  ag a in st g o v e rn m e n ta l en titie s; 
p r o c u re m e n t  re q u ire m e n ts  a n d  p o lic ie s; fed e ra l, s ta te , a n d  loca l tax  issues; p e n s io n  a n d  em p lo y ee  
b e n e f its  tr a n s itio n  issu es; rea l e s ta te , c o n d e m n a tio n , a n d  z o n in g  issues; tr a n s p o r ta t io n  issues; 
e n v iro n m e n ta l issu es; b a n k ru p tc y  issues; lit ig a tio n  issues; p o lic e  a n d  secu rity  m a tte rs ; in te lle c tu a l 
p ro p e r ty  issu es; a n d  fe d e ra l a n d  s ta te  c o n s titu t io n a l issu es. W ith  co -c o u n se l, o u r  law yers p re p a re d  a 
c o m p re h e n s iv e  c o n c e s s io n  a g re e m e n t th a t  d e f in e d  th e  re sp e c tiv e  r ig h ts  an d  re sp o n s ib ilit ie s  o f  th e  
p r iv a te  se c to r  a n d  th e  p u b lic  s e c to r  in  c o n n e c t io n  w ith  th e  ac q u is itio n  o f  th e  P e n n sy lv a n ia  T u rn p ik e  
fac ilities, as w ell as fo r  o p e ra tio n s , m a in te n a n c e , a n d  c a p ita l p ro jec ts .

B a l la r d  R o le :  P 3  C o u n se l 
S iz e : $12 .8  b illion  
C i t i :  P riv a te  C o n s o r t iu m  P a r tn e r  
C lo s in g  D a te :  M ay  2008

A r iz o n a  T o l l  R o a d  P r o je c t s .  In  1995 , th e  A riz o n a  L eg is la tu re  e n a c te d  le g is la tio n  w h ic h  a u th o riz e d  
th e  A r iz o n a  D e p a r tm e n t  o f  T ra n s p o r ta t io n  (“A D O T ”) to  e n te r  in to  a g re e m e n ts  fo r  th e  c o n s tru c tio n  
a n d  o p e ra tio n  o f  A r iz o n a  ro a d w a y  facilities by  p r iv a te  en titie s . B alla rd  S p ah r a c te d  as p r im a ry  
c o u n s e l fo r  a c o n s o r t iu m  o f  p ro fe s s io n a l firm s, w h ic h  p r o p o s e d  c o m p re h e n s iv e  to llin g  a lte rn a tiv es  
fo r  U .S . 95 , th e  S o u th  M o u n ta in  C o n n e c to r  a n d  U .S . 60. I n  th e  co u rse  o f  th e  re p re s e n ta t io n , th e  
c o n s o r tiu m  d e a lt w ith  a v a rie ty  o f  legal, c o m m e rc ia l a n d  te c h n ic a l issu es , in c lu d in g  th e  fo llow ing , fo r 
w h ic h  B a lla rd  S p a h r  a t to rn e y s  d e v e lo p e d  a n d  d ra f te d  p ro p o s e d  c o n c e s s io n  a g re e m e n ts ; e s tab lish ed  
th e  te c h n ic a l a n d  fin an c ia l feasib ility  o f  e a ch  p ro je c t  b y  in d e p e n d e n t ex p e rts ; d e te rm in e d  th e  specific  
to llin g  te c h n o lo g y  to  b e  u tilized ; d e v e lo p e d  a sy s tem  f o r  e n fo rc e m e n t o f  s ta te  h ig h w ay  law s o n  
p r iv a te  ro ad w ay s; a n d  d e v e lo p e d  a fu n d in g  s tru c tu re , in c lu d in g  to lls  a n d  p o ss ib le  leg isla tive
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a m e n d m e n ts  to  e n a b le  th e  S ta te  to  c o m m itm e n t a p o r t io n  o f  its h ig h w ay  u se r  re v e n u e s  as security , 
a n d  a m e th o d  fo r  sh a rin g  n e t  re v e n u e s  w ith  th e  S tate  o f  A rizo n a .

B a lla rd  S p a h r  h a s  s ince  se rv e d  as U n d e rw rite r ’s C o u n se l fo r  fo u r  is su an ce s  o f  G r a n t  A n tic ip a tio n  
N o te s .

B a l la r d  R o le : U n d e rw rite r ’s C o u n se l 
S iz e : $45 ,8 2 5 ,0 0 0  
C lo s in g  D a te :  M ay  20 1 2  
C i t i :  U n d e rw rite r

S iz e : $158 ,5 8 5 ,0 0 0  
C lo s in g  D a te :  Ja n u a ry  2012  
C iti :  N / A

S iz e : $ 1 8 0 ,000 ,000  
C lo s in g  D a te :  O c to b e r  20 1 0  
C i t i :  N / A

S iz e : $ 4 4 0 ,000 ,000  
C lo s in g  D a te :  J u n e  2009  
C i t i :  N / A

D e n v e r  U n io n  S ta t io n .  I n  2 0 1 0 , B a lla rd  S p a h r  se rv ed  as specia l c o u n se l to  th e  F ed e ra l R a ilroad  
A d m in is tra tio n  (FR A ) fo r  a R a ilro a d  R e h ab ilita tio n  &  Im p ro v e m e n t  F in a n c in g  L o a n  (R R IF  L o an ), 
w h ic h  p ro v id e s  fu n d s  to  re d e v e lo p  a n d  reh ab ilita te  th e  D e n v e r  U n io n  S ta tio n  P ro je c t th a t c lo sed  in  
Ju ly  2010 . T h e  D e n v e r  U n io n  S ta tio n  P ro je c t is a  5 0 -ac re  in te rm o d a l tra n s it  p u b lic -p riv a te  
d e v e lo p m e n t in  lo w e r  d o w n to w n  D e n v e r  th a t  w ill se rve as a re g io n a l m u ltim o d a l h u b , im p ro v e  
tr a n s p o r ta tio n ,  a n d  re d u c e  c o n g e s tio n  in  th e  D e n v e r  area. T ra n s p o r ta t io n  e le m e n ts  in c lu d e  an  
u n d e rg ro u n d  b u s  te rm in a l w ith  22  b ay s , a lig h t rail s ta tio n  fo r  c u r re n t  a n d  fu tu re  lig h t rail ro u te s , a 
c o m m u te r  rail s ta tio n  th a t  w ill se rv e  A m tra k  a n d  p o ss ib ly  a ski tra in , a n d  p u b lic  p lazas  to  in te g ra te  
tra n s it  se rv ice . T h e  R R IF  L o a n  w a s  a s u b o rd in a te  lo a n  to  a T IF I A  lo a n  th a t  w as c lo sed  
s im u lta n e o u s ly  w ith  th e  R R IF  L o a n . T h e  R R IF  L o a n  w as b a c k e d  by  a b o n d  f ro m  th e  R eg iona l 
T ra n s p o r ta t io n  D is tr ic t  as w e ll as a m o ra l o b lig a tio n  c o m m itm e n t f ro m  th e  C ity  o f  D e n v e r. D u rin g  
th e  c o u rse  o f  o u r  re p re s e n ta t io n , w e  re s tru c tu re d  th e  in te rc re d ito r  a r ra n g e m e n ts  b e tw e e n  th e  v a rio u s  
le n d e rs  in v o lv e d  a n d  d ra f te d  v a r io u s  d o c u m e n ts  req u ired , in c lu d in g  th e  M a s te r  In d e n tu re , R R IF  
L o a n  A g re e m e n t, a n d  p ro m is so ry  n o te .

B a l la r d  R o le : S pecial C o u n se l
S iz e : $300  m illio n  (F R A  lo a n  $ 1 4 5 ,6 0 0 ,0 0 0  | T IF IA  lo a n  $155 ,000 ,000 )
C iti:  N / A
C lo s in g  D a te :  Ju ly  2010
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E X P E R I E N C E  W IT H  F E D E R A L  F U N D I N G  P R O G R A M S

T I F I A .  B a lla rd  S p a h r  se rv ed  as spec ia l c o u n s e l to  th e  T ra n s p o r ta t io n  a n d  In f r a s t ru c tu re  F in a n c in g  
a n d  In n o v a t io n  A c t  J o in t  P ro g ra m  O ff ic e  (T IF IA  J P O )  fo r  m a n y  o f  th e  o rig in a l T IF I A  lo a n s . W e 
are  th o ro u g h ly  fam ilia r  w ith  th e  p ro g ra m  a n d  its  re q u ire m e n ts . T IF IA  e s ta b lish e d  a fed e ra l c re d it 
p ro g ra m  fo r  e lig ib le  tra n s p o r ta tio n  p ro je c ts  o f  n a tio n a l o r  reg io n a l s ign ificance  u n d e r  w h ic h  th e  U .S. 
D e p a r tm e n t  o f  T ra n s p o r ta t io n  (U S D O T ) p ro v id e s  d if fe re n t fo rm s  o f  c re d it ass is tan ce , su c h  as 
se c u re d  (d irect) lo a n s , lo a n  g u a ra n te e s  a n d  s ta n d b y  lin es  o f  c re d it, w ith  a n  eye to w a rd  le v erag in g  
fe d e ra l a s s is ta n c e  w ith  su b s tan tia l p r iv a te  a n d  o th e r  n o n -fe d e ra l c o - in v e s tm e n t. W e  h a v e  a ssis ted  
sev era l c lien ts  in  ap p ly in g  fo r  T IF I A  lo a n s . O u r  e n g a g e m e n ts  by  T IF I A  J P O  in c lu d e  th e  fo llo w in g  
p ro je c ts :

•  T h e  F a r le y -P e n n  S ta tio n  P ro je c t in  N e w  Y o rk  C ity , w h ic h  in c lu d e d  th e  re h a b ilita tio n  a n d
e x p a n s io n  o f  th e  F arley  P o s t  O ff ic e  a n d  P e n n sy lv a n ia  R a ilro ad  S ta tio n , in v o lv in g  th e  N e w  
Y o rk  a n d  N e w  Je rse y  P o r t  A u th o r ity , A m tra k  a n d  th e  U n ite d  S ta tes  P o s ta l  S erv ice;

•  T h e  $2.1 b ill io n  C e n tra l T ex a s  T u rn p ik e  p ro je c t  in  A u s tin , T ex as, w h ic h  in c lu d e d  a $916
m illio n  s u b o rd in a te d  T IF IA  lo a n , c o m p le te d  w ith  th e  T ex a s  D O T  a n d  T e x a s  T u rn p ik e  
A u th o r ity . T h is  fin an c in g  w as  a w a rd e d  “D e a l o f  th e  Y e a r” in  th e  S o u th w e s t b y  T h e  B o n d  
B u y e r in  2002;

•  T h e  p r o p o s e d  S an  F ra n c isc o  -  O a k la n d  B ay  B ridge  S eism ic R e tro f i t  p ro je c t  w ith  th e
C a lifo rn ia  D e p a r tm e n t  o f  T ra n s p o r ta t io n  (C alT rans) a n d  th e  C a lifo rn ia  In f ra s tru c tu re  an d  
E c o n o m ic  D e v e lo p m e n t B an k ;

•  T h e  L A -1 T o ll B ridge  re p la c e m e n t p ro je c t  o n  th e  L o u is ia n a  G u lf  C o a s t n e a r  G ra n d  Isle  w ith
th e  L o u is ia n a  D O T . T h e  b r id g e  is c ritica l to  se rv in g  th e  p o r ts  w h ic h  su p p ly  th e  o il a n d  gas 
d rillin g  to w e rs  o f f  th e  G u lf  C o a s t. T h is  f in a n c in g  w as aw a rd e d  “ D e a l o f  th e  Y e a r”  in  th e  
S o u th e a s t b y  T h e  B o n d  B u y e r  in  200 5 ;

•  T h e  s e c o n d  C e n tra l T e x a s  T u rn p ik e  P ro je c t  (T exas 183-A ) in  A u s tin , T e x a s  fu n d e d  b y  th e
C e n tra l T e x a s  R eg io n a l M o b ility  A u th o r ity . T h is  f in an c in g  w as a w a rd e d  “ D e a l o f  th e  Y e a r” 
in  th e  S o u th w e s t b y  T h e  B o n d  B u y e r  in  2005 ; a n d

•  T h e  W a rw ic k  In te rm o d a l P ro je c t  in  W a rw ick , R h o d e  Is la n d , a n  in te rm o d a l p ro je c t  facility
w h ic h  in c lu d e s  a n ew  A m tra k  a n d  l ig h t rail s ta tio n  an d  a c o n s o lid a te d  re n ta l c a r  c e n te r, 
b e in g  d e v e lo p e d  b y  th e  R h o d e  Is la n d  A irp o r t  C o rp o ra tio n  a n d  th e  R h o d e  Is la n d  
E c o n o m ic  D e v e lo p m e n t A u th o r i ty  a t  th e  T .F . G re e n  A irp o rt.

F e d e r a l  T r a n s i t  A d m in i s t r a t io n .  B a lla rd  S p a h r  law yers re p re se n te d  th e  N e w  Je rse y  T ra n s it  
C o rp o ra t io n  in  a  M a s te r  L ease  A g re e m e n t p ay a b le  so le ly  f ro m  F e d e ra l T ra n s it  A d m in is tra tio n  
g ra n ts . T h e  tra n s a c t io n  in v o lv e d  th e  is s u a n c e  b y  N e w  Je rse y  T ra n s it  o f  $ 2 5 3 ,4 7 0 ,0 0 0  su b o rd in a te d  
c e rtif ic a te s  o f  p a r tic ip a tio n . T h e  p ro c e e d s  w e re  u se d  to  p u rc h a se  131 m u lti- lev e l ra il ca rs a n d  sp a re  
p a r ts  a n d  a re  rep a y ab le  th ro u g h  fu tu re  a p p ro p r ia t io n s  f ro m  th e  F e d e ra l T ra n s i t  A d m in is tra tio n .
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F e d e r a l  R a i l r o a d  A d m in i s t r a t i o n .  In  201 0 , B allard  S p a h r  se rv ed  as specia l c o u n se l to  th e  F ed era l 
R a ilro ad  A d m in is tra tio n  (F R A ) fo r  a R a ilro ad  R e h a b ilita tio n  &  Im p ro v e m e n t  F in a n c in g  L o a n  (R R IF  
L o a n ) , w h ic h  p ro v id e s  fu n d s  to  re d e v e lo p  a n d  re h a b ilita te  th e  D e n v e r  U n io n  S ta tio n  P ro je c t th a t  
c lo se d  in  Ju ly  2010 . T h e  D e n v e r  U n io n  S ta tio n  P ro je c t is a  5 0 -ac re  in te rm o d a l tra n s it p u b lic -p riv a te  
d e v e lo p m e n t in  lo w e r  d o w n to w n  D e n v e r  th a t  w ill se rv e  as a reg io n a l m u ltim o d a l h u b , im p ro v e  
t ra n s p o r ta t io n , a n d  re d u c e  c o n g e s tio n  in  th e  D e n v e r  area. T ra n s p o r ta t io n  e lem e n ts  in c lu d e  an  
u n d e rg ro u n d  b u s  te rm in a l w ith  2 2  bays, a lig h t rail s ta tio n  fo r  c u r re n t a n d  fu tu re  lig h t rail ro u te s , a 
c o m m u te r  rail s ta tio n  th a t  w ill se rv e  A m tra k  a n d  p o ss ib ly  a ski tra in , a n d  p u b lic  p lazas  to  in te g ra te  
tra n s i t  serv ice. T h e  R R IF  L o a n  w as  a  su b o rd in a te  lo a n  to  a  T IF IA  lo a n  th a t  w as  c lo sed  
s im u lta n e o u s ly  w ith  th e  R R IF  L o an . T h e  R R IF  L o a n  w as  b a c k e d  b y  a b o n d  f ro m  th e  R eg io n a l 
T ra n s p o r ta t io n  D is tr ic t  as w ell as a m o ra l o b lig a tio n  c o m m itm e n t f ro m  th e  C ity  o f  D e n v e r. D u rin g  
th e  c o u rse  o f  o u r  re p re s e n ta t io n ,  w e  re s tru c tu re d  th e  in te rc re d ito r  a rra n g e m e n ts  b e tw e e n  th e  v a rio u s  
le n d e rs  in v o lv e d  a n d  d ra f te d  v a r io u s  d o c u m e n ts  re q u ire d , in c lu d in g  th e  M a s te r  In d e n tu re , R R IF  
L o a n  A g re e m e n t, a n d  p ro m is s o ry  n o te .

G a r v e e  B o n d s .  B a lla rd  S p a h r  h a s  o n e  o f  th e  lead in g  G a rv e e  B o n d  p ra c tic e s  in  th e  co u n try . T h e  
G a rv e e  (G ra n t A n tic ip a t io n  R e v e n u e  V ehicle) b o n d  p ro g ra m  h as  tw o  key  ad v an tag es: (1) i t  en ab le s  a 
S ta te  D O T  b o r ro w e r  to  b o r ro w  a g a in s t fu tu re  F ed e ra l H ig h w ay  T ru s t  F u n d s ; a n d  (2) it  is a financial 
to o l th a t  en a b le s  th e  b o r ro w e r  to  ad d re ss  c u r re n t tr a n s p o r ta t io n  n e e d s  a t to d a y ’s co s ts  th e re b y  
a v o id in g  fu tu re  in f la tio n a ry  p rice s .

•  N e w  M e x ic o .  B a lla rd  S p a h r  d e v e lo p e d  th e  f irs t G a rv e e  B o n d  p ro g ra m  d o n e  in  th e  U n ite d  
S tates. W o rk in g  w ith  N e w  M ex ico  a n d  th e  F e d e ra l H ig h w a y  A d m in is tra tio n , o u r  firm  se rv ed  
as b o n d  c o u n s e l in  c o n n e c t io n  w ith  th e  G a rv e e  B o n d s  is su e d  in  1996 by  th e  N e w  M exico  
F in a n c e  A u th o r ity  fo r  th e  N e w  M ex ico  D e p a r tm e n t  o f  T ra n s p o r ta t io n . W e  w ere  also  b o n d  
c o u n se l fo r  s u b s e q u e n t N e w  M ex ico  G a rv e e  b o n d s  is su e d  in  1998 a n d  as specia l tax  c o u n se l 
in  2004 , in  c o n n e c t io n  w ith  a  $1.2 b illio n  re fu n d in g  o f  v a r io u s  G a rv e e  B o n d s  a n d  N e w  
M ex ico  s ta te  t r a n s p o r ta t io n  re v e n u e  b o n d s .

•  R h o d e  I s l a n d .  B a lla rd  S p a h r  se rv ed  as u n d e rw ri te r ’s c o u n s e l to  C itig ro u p  G lo b a l M ark e ts  
In c . (C itig ro u p ) in  2 0 0 3  fo r  th e  firs t R h o d e  Is la n d  G a rv e e  B o n d  issue a n d  M o to r  F u e l T ax  
R e v e n u e  B o n d  issu e  d o n e  b y  th e  R h o d e  Is la n d  E c o n o m ic  D e v e lo p m e n t C o rp o ra tio n  fo r  th e  
R h o d e  Is la n d  D e p a r tm e n t  o f  T ra n sp o r ta t io n . B a lla rd  S p a h r  a lso  se rv ed  as u n d e rw rite r ’s 
c o u n se l to  U B S  fo r  th e  s e c o n d  R h o d e  Is la n d  G a rv e e  B o n d  issu e  a n d  a c o m p a n io n  M o to r  
F u e l T a x  R e v e n u e  B o n d  issu e  w h ic h  c lo sed  in  M a rc h  2006 .

•  K e n tu c k y .  B a lla rd  S p a h r  a lso  se rv ed  as u n d e rw ri te r ’s c o u n se l to  C itig ro u p  fo r  th e  firs t 
K e n tu c k y  G a rv e e  B o n d  issu e  d o n e  in  M ay  2005 . I n  th a t  tr a n sa c tio n , B a lla rd  S p a h r  assisted  
K e n tu c k y ’s b o n d  c o u n s e l in  th e  d e v e lo p m e n t o f  th e  b o n d  a n d  p ro g ra m  d o c u m e n ts  w h ic h  
w e re  m o d e le d  o n  R h o d e  Is lan d .

•  I d a h o .  B a lla rd  S p a h r  led  by  D a v id  P r io r  an d  F re d  O lse n , a p a r tn e r  in  o u r  Salt L ake C ity  
o ffice , se rv e d  as  b o n d  c o u n s e l w ith  R ic h a rd  S k in n e r o f  B o ise , Id a h o  fo r  th e  Id a h o  
T ra n s p o r ta t io n  D e p a r tm e n t’s f irs t G a rv e e  B o n d  issu e  w h ic h  c lo se d  in  M ay  2006.
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E X P E R I E N C E  D E V E L O P I N G  L E G I S L A T I O N  A N D  I M P L E M E N T A T I O N  
G U I D E L I N E S

P e n n s y lv a n ia .  W e h e lp e d  to  p re p a re  a s so c ia te d  ex h ib its , d o c u m e n ts , fo rm s  o f  secu rity  d o c u m e n ts , 
a n d  a g re e m e n ts . W e  also  d ra f te d  p ro p o s e d  leg is la tio n  m a k in g  th e  ch a n g es  n ec essa ry  u n d e r  
P e n n sy lv a n ia  law  to  a c c o m m o d a te  th e  p r o p o s e d  p r iv a tiz a tio n , in c lu d in g  e n v iro n m e n ta l p ro v is io n s , 
b id  p r o te s t  p ro v is io n s , a n d  in d e m n if ic a tio n  p ro v is io n s . D u r in g  th e  p ro c e ss , w e  p a r tic ip a te d  in  
m u lt ip le  m e e tin g s  w ith  th e  G o v e r n o r ’s O ff ic e  a n d  leg isla tors.

V i r g in ia  D O T  P u b l ic - P r iv a te  P a r t n e r s h i p  I m p l e m e n t a t i o n  M a n u a l .  B ria n  W a lsh  w o rk e d  w ith  
V D O T  a n d  th e  V irg in ia  A tto rn e y  G e n e ra l’s O ff ic e  to  d e v e lo p  a  n e w  im p le m e n ta tio n  m a n u a l a n d  
g u id e lin e s  fo r  th e  V irg in ia  P u b lic -P riv a te  T ra n s p o r ta t io n  A ct. T h e  n e w  g u id e lin es  re p re s e n te d  a  jo in t 
e f fo r t  a m o n g  V irg in ia  s ta te  g o v e rn m e n t re p re se n ta tiv e s , p ro g ra m  c o n s u lta n ts , f in an c ia l c o n su lta n ts , 
a n d  a tto rn e y s . T h e  re c u rr in g  p o lic y  o b je c tiv e  th ro u g h o u t  th e  g u id e lin es  is to  d e v e lo p  a n d  m a in ta in  
c o m p e ti t io n  th r o u g h o u t  th e  p ro c e s s  o f  id e n tify in g  p o te n tia l P 3  p ro je c ts , m o v in g  to  p r io ri tiz e  a n d  
sc re e n  th e  p ro je c ts , a n d  th e n  d e v e lo p in g  a n d  p ro c u r in g  th e  p ro je c ts . M r. W a lsh  rev ie w ed  th e  
g u id e lin e s  as a  w h o le  a n d  a lso  h e lp e d  d ra f t  a n d  d e v e lo p  th e  p ro je c t  im p le m e n ta tio n  p o r t io n s  o f  th e  
g u id e lin es .

M a r y la n d .  B a lla rd  S p a h r  h as  b e e n  in v o lv e d  in  th e  p re p a ra tio n  o f  le g is la tio n  en a b lin g  P 3  s tru c tu re s  
in  M ary lan d . O u r  a tto rn e y s  h e lp e d  th e  S ta te  rev iew  p ro p o s e d  P 3  leg is la tio n , a n d  D a v id  W in s te a d  
te s tif ie d  b e fo re  th e  B lu e  R ib b o n  C o m m iss io n  a n d  b e fo re  th e  M ary la n d  leg isla ture.

I n d e m n i f i c a t i o n .  T h e  p u b lic  s e c to r 's  ab ility  to  in d e m n ify  is lim ite d  b y  c o n s titu t io n a l law . W e  h av e  
d ra f te d  le g is la tio n  th a t  p e rm its  in d e m n if ic a tio n  in  a p p ro p r ia te  c irc u m sta n ce s .

C a l i f o r n ia  A l te r n a t iv e  E n e r g y  a n d  A d v a n c e d  T r a n s p o r t a t i o n  F i n a n c i n g  A u th o r i ty  
( C A E A T F A ):  B a lla rd  S p a h r  a t to rn e y s  re c e n tly  p ro v id e d  o u r  o p in io n  to  C A E A T F A  o n  th e  va lid ity  
o f  th e ir  Q u a lifie d  E n e rg y  C o n s e rv a tio n  B o n d s  (R e d w o o d  R e n ew a b les , L L C  P ro je c t)  S eries 2011 as 
“ q u a lif ied  en e rg y  c o n s e rv a tio n  b o n d s ”  w ith in  th e  m e a n in g  o f  S ec tio n  5 4 D  o f  th e  I n te rn a l  R e v e n u e  
C o d e  o f  1986. B a lla rd  S p a h r  a tto rn e y s  a lso  se rv e d  th e  O ra n g e  C o u n ty  T ra n s p o r ta t io n  A u th o r ity  
(O C T A ) in  a n  ad v iso ry  ca p ac ity  re g a rd in g  ra ilro a d  o p e ra tin g  a n d  c o r r id o r  re lo c a tio n  m a tte rs ,  a n d  as 
a  p ro je c t  m a n a g e m e n t c o n s u lta n t to  O C T A  fo r  th e  M e tro L in k  e x p a n s io n . B a lla rd  S p a h r  h a s  a ssis ted  
in  th e  is su a n c e  o f  o v e r  42  b o n d  issu es  to ta lin g  o v e r  $2.1 b illio n  in  th e  S ta te  o f  C a lifo rn ia  s ince  
J a n u a ry  1, 2008 .
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P r a c t i c e  A re a s

•  P u b lic  F in a n c e

•  C lim a te  C h a n g e  a n d  
S u sta in ab ility

•  H e a lth  C a re

•  H o u s in g

•  P 3 /In f r a s t r u c tu re

•  H ig h e r  E d u c a t io n

E d u c a t i o n

•  U n iv e rs ity  o f  N o tr e  
D a m e  L aw  S c h o o l 
J .D . 1969

•  P ro v id e n c e  C o llege 
B .A . 1966

A d m i t t e d  T o  P r a c t i c e

•  P e n n sy lv a n ia  1969

D ire c t: 21 5 .8 6 4 .8 5 0 0  
Fax: 2 1 5 .864 .8999  
p r io r@ b a lla rd sp a h r .c o m

H . D a v id  P rio r 51st Floor
Partner 1735 Market Street

Philadelphia, P A  19103-7599

H . D a v id  P r io r  is a p a r tn e r  in  th e  P u b lic  F in a n c e  D e p a r tm e n t  a n d  a m e m b e r  o f  th e  
H e a lth  C are , H o u s in g , H ig h e r  E d u c a tio n , a n d  P 3 /In f r a s tr u c tu re  G ro u p s , a n d  th e  
C lim a te  C h a n g e  a n d  S usta inab ility  In itia tiv e . M r. P rio r  h as  litig a tio n  a n d  c o rp o ra te  
f in a n c e  ex p e rien ce , b u t  h as  c o n c e n tra te d  in  p u b lic  f in an c e  since  1970 a n d  h as  
e x ten s iv e  ex p e rien c e  as b o n d  c o u n se l an d  u n d e rw rite r ’s c o u n se l in  v irtu a lly  every  
k in d  o f  ta x -e x e m p t fin an c in g . H e  has  d e v o te d  su b s ta n tia l tim e  to  d e v e lo p in g  B alla rd  
S p a h r ’s ta x -e x e m p t h e a lth  ca re  a n d  h o u s in g  p ra c tic e  a n d  h as re p re se n te d  a n u m b e r  
o f  s ta te  ag en cy  an d  lo ca l issu ers  o f  h o sp ita l a n d  h o u s in g  b o n d s  th ro u g h o u t  th e  
U n ite d  S ta tes.

M r. P r io r  h as  h ad  p rim a ry  re sp o n s ib ility  fo r  th e  f irm ’s e n g a g e m e n ts  b y  several 
reg io n a l an d  n a tio n a l h o sp ita l sy stem s, in c lu d in g  th e  L eh ig h  V alley  H e a lth  S ystem  
a n d  th e  G e is in g e r  H e a lth  S ystem  in  P en n sy lv a n ia , a n d  th e  F ra n c isc a n  S isters o f  th e  
P o o r  a n d  CSJ H e a lth  S ystem , in  th e ir  n a tio n w id e  financings. H e  h a s  re p re se n te d  th e  
Id a h o , U ta h , P en n sy lv an ia , M ary lan d , an d  P u e r to  R ico  h o u s in g  agencies as b o n d  
c o u n se l a n d  h as  se rv e d  as u n d e rw r i te r ’s c o u n se l fo r  th e  fin an c in g s  o f  th e  O re g o n , 
Id a h o , R h o d e  Is lan d , a n d  M a ssa c h u se tts  h o u s in g  agencies.

M r. P r io r  has  ex ten siv e  ex p e r ie n c e  w ith  th e  C ity  o f  P h ilad e lp h ia  a n d  its issu in g  
ag en c ies  a n d  h as  se rv e d  as b o n d  c o u n se l to  th e  C ity  o f  P h ilad e lp h ia , th e  
P h ila d e lp h ia  W a te r  D e p a r tm e n t ,  a n d  th e  P h ila d e lp h ia  In te rn a t io n a l A irp o rt. H e  also  
h as  se rv e d  as specia l fin an ce  c o u n s e l to  th e  S o u th e a s te rn  P en n sy lv a n ia  
T ra n s p o r ta t io n  A u th o rity . M r. P r io r  c le rk ed  fo r  th e  H o n o ra b le  W illiam  H . H astie , 
C h ie f  J u d g e  o f  th e  U .S. C o u r t  o f  A p p ea ls  fo r  th e  T h ird  C ircu it, f ro m  1969 to  1970.

M r. P r io r  is a m e m b e r  o f  th e  N a tio n a l A sso c ia tio n  o f  B o n d  L aw yers, th e  A m eric an  
B a r A sso c ia tio n , th e  P e n n sy lv a n ia  B ar A sso c ia tio n , a n d  th e  P h ilad e lp h ia  B ar 
A sso c ia tio n . H e  is th e  fo rm e r  p re s id e n t o f  th e  N a tio n a l L ea sed  H o u s in g  A sso c ia tio n  
a n d  is a m e m b e r  o f  th e  N a tio n a l H o u s in g  C o u n c il. H e  is a lso  th e  fo rm e r  c h a irm an  
o f  th e  B o a rd  o f  G o v e rn o rs  o f  th e  P en n sy lv a n ia  E c o n o m y  L eague. M r. P r io r  is a 
f re q u e n t le c tu re r  a t p u b lic  f in an c e , h e a lth  ca re , a n d  h o u s in g  c o n fe re n ces .
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P r a c t i c e  A re a s
•  P u b lic  F in a n c e
•  P 3 /I n f r a s t r u c tu r e
•  E n e rg y  a n d  P ro je c t 

F in a n c e
•  H e a lth  C a re
•  T ra n s a c tio n a l 

F in a n c e
•  H ig h e r  E d u c a t io n

E d u c a t i o n
•  G e o rg e to w n  

U n iv e rs ity  L aw  
C e n te r  J .D .  1982

•  H a rv a rd  C o llege 
A .B . 1972

A d m i t t e d  T o  P r a c t i c e
•  P e n n sy lv a n ia  1982

B r ia n  W a ls h
Partner

D irec t: 2 1 5 .864 .8510  
Fax: 21 5 .8 6 4 .9 8 4 4  
w a lsh @ b a lla rd sp a h r.c o m

51st Floor
1735 Market Street
Philadelphia, P A  19103-7599

B ria n  W a lsh  is a p a r tn e r  in  th e  P u b lic  F in a n c e  D e p a r tm e n t ,  P ra c tic e  L e a d e r  o f  th e  
P 3 /In f r a s t r u c tu re  G ro u p , a n d  a m e m b e r  o f  th e  E n e rg y  a n d  P ro je c t  F in a n c e , H e a lth  
C are , T ra n sa c tio n a l F in an c e , a n d  H ig h e r  E d u c a tio n  G ro u p s . M r. W a lsh  h as  ac te d  as 
b o n d  co u n se l, u n d e rw rite r 's  co u n se l, b o r ro w e r 's  co u n se l, tru s te e 's  co u n se l, an d  
c o u n se l to  b a n k s  p ro v id in g  c re d it e n h a n c e m e n t in  tax ab le  a n d  ta x -e x e m p t 
f in an c in g s  fo r  en e rg y  p ro je c ts , sp o r ts  a ren as , g e o th e rm a l fac ilities, c o g e n e ra tio n  
facilities, se c o n d a ry  sc h o o ls , a n d  in d u s tr ia l d e v e lo p m e n t p ro je c ts .

M r. W a lsh  h a s  a w id e  ran g e  o f  ex p e r ie n c e  in  d e v e lo p in g  a n d  f in a n c in g  p ro jec ts  
d o m e stic a lly  a n d  in  th e  C a rib b e a n  a n d  th e  M id d le  E ast. H e  adv ises c lien ts  o n  all 
p h a se s  o f  tr a n s p o r ta t io n  a n d  in f ra s tru c tu re  p ro jec ts .

•  C o -le ad s  th e  B a lla rd  S p a h r  te a m  re p re se n tin g  th e  P h ila d e lp h ia  G as  W o rk s  in  
th e  p ro p o s e d  p r iv a tiz a tio n  o f  th e  n a t io n ’s la rg e s t m u n ic ip a lly  o w n e d  u tility

•  L ed  th e  B a lla rd  S p a h r  te a m  re p re s e n tin g  th e  C o m m o n w e a lth  o f  V irg in ia  in  
th e  1-95 H O T  L an es P ro je c t

•  C o -le d  th e  te a m  o f  B alla rd  S p a h r  law yers w h o  re p re se n te d  th e  G o v e rn o r 's  
O ff ic e  o f  th e  C o m m o n w e a lth  o f  P e n n sy lv a n ia  an d  th e  P en n sy lv a n ia  
D e p a r tm e n t  o f  T ra n s p o r ta t io n  (P e n n D O T )  in  th e  p ro p o s e d  p riv a tiz a tio n  o f  
th e  P en n sy lv a n ia  T u rn p ik e

M r. W a lsh 's  re p re se n ta tio n s  h a v e  in v o lv e d  u s in g  se n io r  a n d  s u b o rd in a te d  tax- 
e x e m p t secu ritie s , a lo n g  w ith  co m m e rc ia l b a n k  d e b t a n d  lev erag ed  leases, to  fin an ce  
a  d o m e s tic  p o w e r  p la n t, an d  ta x ab le  b o n d s , ta x -e x e m p t b o n d s , a n d  b a n k  d e b t to  
f in an c e  a  p o w e r  p la n t  in  th e  C a rib b ea n . H e  h as  ex ten siv e  e x p e rien c e  n e g o tia tin g  
in te rc re d ito r  a r ra n g e m e n ts  a m o n g  se n io r  c re d ito rs , m e z z a n in e  c re d ito rs , an d  
s u b o rd in a te d  c re d ito rs .

M r. W a lsh  is a m e m b e r  o f  th e  N a tio n a l A sso c ia tio n  fo r  B o n d  L aw yers (N A B L ) an d  
th e  P en n sy lv a n ia  A sso c ia tio n  o f  B o n d  L aw y ers , an d  h as  sp o k e n  a t N A B L  sem in ars . 
H e  is a lso  a m e m b e r  o f  b o th  th e  P e n n sy lv a n ia  a n d  A m e ric a n  B a r A sso c ia tio n s . H e  
se rv e d  o n  th e  B o a rd  o f  D ire c to rs  o f  th e  N a tio n a l  A d o p tio n  C e n te r.
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P r a c t i c e  A re a s
•  P u b lic  F in a n c e
• C lim a te  C h a n g e  a n d  

S u sta in ab ility
•  E n e rg y  a n d  P ro je c t 

F in a n c e
•  P 3 /I n f r a s t r u c tu r e
•  T ax
•  T a x  C re d its

E d u c a t i o n
•  G e o rg e to w n  

U n iv e rs ity  L aw  
C e n te r  L L .M . 
T a x a tio n  1979

•  E m o ry  U n iv e rs ity  
S c h o o l o f  L a w J .D . 
1975

• E m o ry  U n iv e rs ity  
B .A . 1969

A d m i t t e d  T o  P r a c t i c e
•  D is tr ic t  o f  C o lu m b ia  

1980
•  G e o rg ia  1975

C h a r le s  S. H e n c k
Partner

D ire c t: 202 .661 .2209  
Fax: 202 .62 6 .9 0 1 5  
h e n c k @ b a lla rd s p a h r .c o m

1909 K  Street, N W
12th Floor
Washington, D C  20006-1157

C h arles  S. H e n c k  is a  p a r tn e r  in  th e  P u b lic  F in a n c e  D e p a r tm e n t  a n d  a m e m b e r  o f  
th e  E n e rg y  a n d  P ro je c t F in a n c e , T ax , T ax  C red its , an d  P 3 /In f r a s t r u c tu re  G ro u p s , 
a n d  th e  C lim a te  C h a n g e  a n d  S usta inab ility  In itia tive . B e fo re  jo in in g  B allard  S p ah r, 
M r. H e n c k  w as  an  a tto rn e y  in  th e  O ffic e  o f  C h ie f  C o u n se l o f  th e  In te rn a l R e v en u e  
Service.

M r. H e n c k  h as  c o u n se le d  c lien ts  o n  a v arie ty  o f  tax  a sp e c ts  o f  m u n ic ip a l a n d  
c o rp o ra te  f in an c in g  fo r  u tility , in d u stria l, a n d  in f ra s tru c tu re  facilities. H e  h as se rv ed  
as b o n d  co u n se l, u n d e rw ri te r ’s co u n se l, specia l tax  co u n se l, a n d  c o m p a n y  c o u n se l in  
re v e n u e  b o n d , p r iv a te  ac tiv ity  b o n d , g en e ra l o b lig a tio n  b o n d , a n d  lev erag ed  lease 
f in an c in g s. H e  has ex ten s iv e  ex p e rien c e  in  th e  is su an ce  a n d  re s tru c tu rin g  o f  p ro je c t-  
an d  re v e n u e -b a se d  ta x -e x e m p t fin an c in g s fo r  so lid  w a s te  d isp o sa l a n d  re so u rc e  
rec o v e ry  facilities. H e  also  h as  b e e n  in v o lv e d  as c o u n se l to  th e  b o r ro w e r  an d  th e  
is su e r  in  a n u m b e r  o f  IR S  au d its  o f  b o n d s  issu ed  to  f in an c e  u tility , in d u stria l, an d  
in f ra s tru c tu re  facilities, a n d  is a f re q u e n t le c tu re r  a n d  p a n e lis t in  n a tio n a l 
c o n fe re n c e s  o n  fed e ra l tax  m a tte rs  re la tin g  to  f in an c in g s  o f  th e se  facilities.

M r. H e n c k  is a fe llow  o f  th e  A m e ric a n  C o llege o f  B o n d  C o u n se l an d  a m e m b e r  o f  
th e  A m e ric a n  B ar A sso c ia tio n  S ec tio n  o f  T a x a tio n  an d  th e  N a tio n a l A sso c ia tio n  o f  
B o n d  L aw yers (N A B L ). H e  se rv e d  o n  th e  B o a rd  o f  D ire c to rs  o f  N A B L  a n d  fo r  
sev era l years se rv ed  as h e a d  o f  N A B L ’s S olid  W a ste  T a sk  F o rc e . H e  also  se rv e d  as 
C h a ir  o f  its  A rb itra g e  a n d  E d u c a tio n  C o m m itte e s  a n d  as C h a ir  o f  th e  1994  B o n d  
A tto rn e y s  W o rk sh o p . H e  is lis ted  in  th e  2008  th ro u g h  2 0 1 3  e d itio n s  o f  The Best 
Lawyers in America f o r  p u b lic  f in an c e  law.

M r. H e n c k  is a g ra d u a te  o f  E m o ry  U n iv ersity  (B.A. 1969), E m o ry  U n iv ersity  S ch o o l 
o f  L aw  (J.D ., w ith  h o n o rs ,  1975), a n d  G e o rg e to w n  U n iv e rs ity  L aw  C e n te r  (LL .M ., 
ta x a tio n , 1979).
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P r a c t i c e  A re a s

•  P u b lic  F in an c e

•  P 3 /In f r a s t r u c tu re

•  H e a lth  C are

•  H ig h e r  E d u c a tio n

•  K o re a

•  S ecu rities

•  T ra n sa c tio n a l 
F in a n c e

E d u c a t i o n

•  U n iv e rs ity  o f  
P e n n s jd v a n ia  S ch o o l 
o f  L aw  J .D . 2006

•  D a r tm o u th  C ollege 
B .A . 1998

A d m i t t e d  T o  P r a c t i c e

•  P e n n sy lv a n ia  2006

D irec t: 2 1 5 .864 .8533  
Fax: 215 .864 .8999  
p a rk s  @ b a lla rd sp ah r. c o m

S tev e  T . P a rk  is a n  assoc ia te  in  th e  P u b lic  F in a n c e  D e p a r tm e n t  a n d  a m e m b e r  o f  th e  
P 3 /In f r a s t r u c tu re ,  H e a lth  C are , H ig h e r  E d u c a tio n , S ecu rities , a n d  T ra n sa c tio n a l 
F in a n c e  G ro u p s ,  as w ell as th e  K o re a  In itia tiv e . M r. P a rk  adv ises issuers, 
u n d e rw rite rs ,  b o rro w e rs , a n d  p u rc h a se rs  in  c o n n e c t io n  w ith  th e  s tru c tu rin g , 
is su a n c e , o ffe rin g , p la c e m e n t, re m a rk e tin g , a n d  re s tru c tu r in g  o f  ta x -e x e m p t an d  
ta x ab le  m u n ic ip a l securities a n d  o th e r  d e b t  in s tru m e n ts  a n d  deriv a tiv es . H e  se rv es as 
b o n d , b o r ro w e r ’s, a n d  u n d e rw rite r ’s c o u n s e l to  v a rio u s  c lien ts , in c lu d in g  in v e s tm e n t 
b a n k in g  firm s, h ig h e r  e d u c a tio n  in s t itu tio n s , h ea lth  ca re  in s t itu tio n s , sc h o o l d is tric ts , 
a n d  m u n ic ip a litie s .

M r. P a rk  a lso  adv ises c lien ts in  all p h a se s  o f  tr a n s p o r ta t io n  a n d  in f ra s tru c tu re  
p ro je c ts .  S o m e  n o ta b le  e n g a g e m e n ts  in c lu d e :

•  V irg in ia  D e p a r tm e n t  o f  T ra n s p o r ta t io n  -  1-95 H O T  L an e s  P ro je c t -  S erves  as 
spec ia l c o u n se l to  th e  D e p a r tm e n t  in  a  p u b lic -p riv a te  p a r tn e rs h ip  fo r  th e  
d e v e lo p m e n t o f  H O T  L an es o n  1-95 in  n o r th e rn  V irg in ia .

•  C o m m o n w e a lth  o f  P en n sy lv a n ia  — P en n sy lv a n ia  T u rn p ik e  — R e p re se n te d  th e  
C o m m o n w e a lth  in  c o n n e c t io n  w ith  th e  p ro p o s e d  p r iv a tiz a tio n  o f  th e  
P e n n sy lv a n ia  T u rn p ik e .

•  C o lo ra d o  D e p a r tm e n t  o f  T ra n s p o r ta t io n  -  US 36  M a n ag e d  L an e s  P ro je c t -  
S e rv e d  as T IF IA  C o u n se l in  c o n n e c t io n  w ith  a T IF I A  L o a n  to  re d e v e lo p  a n d  
c o n s tru c t  h ig h -o c c u p a n c y  m a n a g e d  to ll lan es  o n  U S 36 b e tw e e n  D e n v e r  an d  
B o u ld e r .

•  C o m m o n w e a lth  o f  P en n sy lv a n ia  — S o u th p o r t  P ro je c t — R e p re se n te d  th e  
C o m m o n w e a lth  an d  th e  P h ila d e lp h ia  R eg io n a l P o r t  A u th o r ity  in  c o n n e c tio n  
w ith  th e  d e v e lo p m e n t o f  a n e w  m a rin e  c o n ta in e r  te rm in a l facility  in  
P h ilad e lp h ia .

•  F e d e ra l R a ilro ad  A d m in is tra tio n  -  D e n v e r  U n io n  S ta tio n  — R e p re se n te d  th e  
F R A  in  c o n n e c t io n  w ith  a n  R R IF  L o a n  to  red e v e lo p  a n d  re h a b ilita te  D e n v e r  
U n io n  S ta tio n .

Steve T .  P a rk  51st Floor
Associate 1735 Market Street

Philadelphia, P A  19103-7599
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B e fo re  jo in in g  th e  firm , M r. P a rk  w o rk e d  in  severa l capac ities se rv in g  th e  n e e d s  o f  
u n d e rp riv ile g ed , sp e c ia l-ed u c a tio n , a n d  a t-r isk  ch ild re n  a n d  teen ag ers . H e  is an  
ac tiv e  p a r tic ip a n t in  e lec tio n  m o n ito r in g  w ith  th e  C o m m itte e  o f  S ev en ty  a n d  
A A L D E F .

M r. P a rk  is a m e m b e r  o f  th e  N a tio n a l A sso c ia tio n  o f  B o n d  L aw yers, P h ila d e lp h ia  
B a r A sso c ia tio n , N a tio n a l  A s ia n  P acific  A m e r ic a n  B a r A sso c ia tio n , A s ia n  P ac ific  
A m e ric a n  B ar A sso c ia tio n  o f  P en n sy lv a n ia , a n d  P en n sy lv a n ia  A sso c ia tio n  o f  
B o n d  L aw yers. H e  se rv es  o n  B a lla rd  S p ah r 's  H ir in g  C o m m itte e  an d  is a  B o a rd  
M e m b e r  o f  th e  C o u n try  D a y  S c h o o l o f  th e  S acred  H e a rt , se rv in g  a lso  o n  th e  
s c h o o l’s F in a n c e  C o m m itte e .

S p e a k in g  E n g a g e m e n t s

•  " C u rre n t  S ta te  o f  P A B s, R R IF  a n d  T IF IA  P ro g ra m s ,"  T h e  B o n d  B uyer 
T ra n s p o r ta t io n  F in a n c e /P 3  C o n fe re n c e , N o v e m b e r  29 , 2012

M r. P a rk  is  a g ra d u a te  o f  D a r tm o u th  C o lleg e  (B.A. 1998) a n d  th e  U n iv ers ity  o f  
P en n sy lv a n ia  L aw  S ch o o l (J.D . 2006), w h e re  h e  se rv ed  as a S e n io r  E d i to r  o f  th e
Journal of International Economic Law.
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C D M  S m i t h  P u b l i c  P r i v a t e  P a r t n e r s h i p  a n d  T r a f f i c  a n d  R e v e n u e  S e r v i c e s

P u b lic  P r iv a te  P a rtn e rs h ip s
As government agencies continue to bear the fiscal challenges created in today's economy, public 
agencies are looking to the private sector to  leverage existing public assets and m eet the increased 
demand for new infrastructure. These "public private partnerships" (P3) can be powerful and effective 
tools to achieve public policy objectives. They require clearly defined goals, a balancing of risks, a 
transparent procurement process, and the negotiation of a fair and enforceable agreement. CDM 
Smith's P3 portfolio includes the first tw o conduit financings, the first managed lane project, and the 
first tw o truck-only lane projects in the US, as well as the first major privatization valuation study of an 
existing toll system and the three largest concession sales in North America.

As the premier technical consulting partner in the public-private partnership market, CDM Smith has 
been involved in more than 40 public-private partnerships, providing project management, revenue 
forecasting, economic, technical, and engineering services. Currently, w e are the only firm advising 
Virginia and Texas, the tw o states with the most active P3 programs in the country.

Using an effective business case to identify an appropriate P3 model, we open the door for a 

competitive, fair, and transparent procurement process which maximizes market interest and fosters 

trust of elected officials, stakeholders, and the public. CDM Smith has worked with investment bankers, 

debt holders, rating agencies, and equity participants for more than 50 years, assisting public and 

private clients to place more than $85 billion of revenue-based financings and resulting in unparalleled 

credibility with today's financial markets. This experience enhances our ability to help clients achieve 

the ir objectives. Coupled with our solid engineering services to deliver and monitor P3 agreements, we 

provide preliminary and final designs as well as oversight of design and construction to ensure 

successful project completion. Well-designed public-private partnerships establish clear, enforceable 

operational and maintenance requirements. CDM Smith can develop these plans to  optimize clients' 

long-term policy objectives.

O u r P3 serv ices in c lu d e  th e  fo llo w in g :

r PROGRAM
* Legislative support
■ Rules and regulations
* Guidelines
■ Project evaluations and 

development
■ Public Outreach

PROCUREMENT SUPPORT
* Technical provisions
■ Program m anagement
* Environmental/NEPA 

pe rm itting
■ Condition assessment
■ Valuation and negotiation 

support

r FINANCIAL SUPPORT
■ Revenue and demand studies
■ Investor and rating agency 

support
■ Risk analysis
■ Rating Agency Support

M P R O JE C T  EVALUATIONS A N D  T
DEVELOPMENT
* Revenue and Cost
■ Financial feasib ility
■ Risk analysis
■ Benefit/cost
■ Carbon reduction and 

susta inability
L  * Design i

¥ CONSTRUCTION SUPPORT
■ Highway design
■ T rans it/ BRT design
■ ITS and Toll System 

design
■ Independent Engineer
■ Construction engineering 

and inspection

OPERATIONS SUPPORT
■ Operations and 

m aintenance planning
■ Life cycle costing
■ Toll system and cash 

collection systems 
specifications

■ Back room  operations
■ Revenue enforcem ent
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P u b l ic  P r iv a t e  P a r t n e r s h ip  P r o je c t  E x p e r ie n c e

Pro ject Location C lient Type
P rocu rem en t

S upport
Financial
S upport

C onstruction
S upport

O pera tions S uppo rt

Knik Arm Bridge AK Public ♦ ♦ ♦
Foley Bridge Expressway AL Private ♦
Emerald Mountain Parkway AL Private ♦
Black W arrior Parkway AL Private ♦
Alabama River Bridge AL Private ♦
South M ountain Expressway AZ Private ♦
91 Express Lanes CA Private ♦
South bay Expressway CA Private ♦
Northwest Parkway CO Private ♦
Alligator Alley FL Private ♦
Jacksonville Outer Beltway FL Public ♦
1-595 FL Public ♦
1-75 GA Private ♦
1-285/1-20 GA Private ♦ ♦
Chicago Skyway IL Public ♦ ♦
Chicago Underground 
Parking

IL Private ♦ ♦ ♦ ♦

Indiana Toll Road IN Public ♦ ♦
Cross-Israel Expressway Israel Private ♦
Detroit W indsor Tunnel M l Private ♦
SR 522 MN Private ♦ ♦
MS A irport Connector MS Private ♦
Mid-Currituck Bridge NC Public ♦ ♦
1-15/US 95 Managed Lanes NV Public ♦ ♦ ♦
ETR 407 ON Public ♦
Penn Turnpike Privatization PA Public ♦
A6 M otorway Poland Both ♦
PR 22 PR Private ♦
Greenville Southern 
Connector

SC Private ♦ ♦ ♦

SH 130 Segments 5&6 TX Public ♦ ♦
SH 121 TX Public ♦ ♦
SH 161 T X Public ♦ ♦
North Tarrant Expressway TX Public ♦ ♦
IH 635, LBJ Expressway T X Public ♦ ♦
TTC 35 TX Public ♦ ♦
Pocahontas Parkway VA Private ♦
1-81 VA Private ♦ ♦
Dulles Greenway VA Private ♦
Route 460 VA Private ♦ ♦ ♦
SR 212 WA Private ♦ ♦
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Traffic and Revenue Studies
The successful planning and financing o f a toll road, bridge, or tunnel relies heavily on credible traffic 

and revenue forecasts. As a world leader in traffic and revenue forecasting and toll operations, CDM 

Smith conducts studies ranging from  exploratory assessments and preliminary traffic and revenue 

studies to the more comprehensive traffic and revenue studies used in the financing process. In 

addition, our services involve road pricing, managed lanes, and tim e-of-day pricing in conjunction with  

electronic toll collection to manage demand and mitigate congestion in urban areas. CDM Smith is 

currently one of only tw o firms in the U.S. recognized by the financial markets for the provision of 

investm ent grade traffic and revenue forecasts. CDM Smith has consulted on seven of the eight 

operational managed toll lane facilities in the nation.

Preliminary feasibility studies include traffic and toll revenue estimates, often using existing traffic 

models, and may include estimated total project costs and operations and maintenance expenses; 

investm ent grade studies incorporate detailed estimates based on extensive data collection, stated 

preference surveys, independent economic analysis, base traffic and revenue forecasts, and sensitivity 

analyses. CDM Smith also provides ongoing support to  operating agencies once a toll facility is brought 

on line.

For example, changes in facility operations often require certification by traffic engineers regarding the  

need for the change and its ability to  provide sufficient traffic and revenue to m eet bond coverage 

requirements. Other ongoing services include annual toll revenue forecasts, annual reports and 

certifications, and im plementation o f traffic management techniques often required as toll facilities 

m ature. Traffic and revenue services include:

■ General traffic and revenue consulting

■ Exploratory feasibility assessments

■ Preliminary feasibility studies

■ investment grade traffic and revenue studies

■ Toll facility finance

■ Traffic and revenue studies

■ HOT and managed lanes

■ Value pricing
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T r a f f i c  &  R e v e n u e  P r o je c t  E x p e r ie n c e

Tasks Performed
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Rating Agency 
Bond Rating 

(Moody’s; S&P; 
Fitch)

Triangle Turnpike IG T&R Study /  North Carolina Turnpike Authority
IG T&R study for greenfield triangle turnpike

2007 Aa2; AAA; 
AA

Maine Turnpike 2007 IG T&R Study /  Maine Turnpike Authority
IG & T&R forecast for the Maine Turnpike issuance of new bond 
debt

2007
♦ ♦ ♦ ♦ ♦ ♦ ♦

AAA; Aaa; 
Aaa

Illinois Tollway IG T&R Study /  Illinois State Toll Highway Authority
Developed IG T&R estimates. Prepared report and provided 
support for financing. Also provided updates for subsequent bond 
sales.

2007

♦ ♦
Aa3; AA-; 

AA-

Sam Rayburn Tollway (SH 121) IG Study /  N. Texas Tollway Authority
Major northeast/southwest roadway in Collin/Denton Counties in 
DFW area

2007
♦ ♦ A2; A-; NR

President George Bush Turnpike Eastern Extension IG Study /  
N. Texas Tollway Authority
Eastern extension o f PGBTin DFW Area

2008
♦ ♦ A 2; A-; NR

DRPA 2008 T&R Study /  Delaware River Port Authority
IG study new bonds

2008
♦ ♦ ♦ ♦ ♦ ♦

Aa3; AAA; 
NR

Maine Turnpike 2009 IG T&R Study /  Maine Turnpike Authority
IG T&R forecast for the Maine Turnpike issuance of new bond 
debt.

2009
♦ ♦ ♦ ♦ ♦ ♦ Aa3; A+; AA-

North Texas Tollway Authority System IG Study /  N. Texas Tollway Authority
NTTA System comprises o f DNT, PGBT, PGBT EE, SRT, AATT, 
MCLB and LLTB

2009
♦ ♦ A2; A-; NR

Dulles Toll Road T&R Services /  Metro Washington Airports Authority
IG T&R in support o f Dulles Corridor Enterprise (Dulles Metrorail)

2009 A 2; A ; NR

Intercounty Connector (ICC) IG T&R Study /  Maryland Transportation Authority
IG T&R study for new all electronic 17 mile toll road in 
Montgomery County Maryland.

2009
AA; NR;NR

HCTRA System IG T&R Study /  Harris County Toll Road Authority
5-Year update including the impact o f two future system 
expansions

2009
♦ ♦ ♦ ♦ ♦ ♦ ♦ ♦ NR

T018 Monroe Conn/Bypass Comp T&R Study /  North Carolina Turnpike Authority
IG T&R study for the greenfield Monroe Bypass.

2009 Aa2; AA; NR
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Rating Agency 
Bond Rating 

(Moody’s; S&P; 
Fitch)

HCTRA IG T&R Study 2009 /  Harris County Toll Road Authority
5-Year update, 40 year systemwide forecast including the impact 
of two future system expansions

2010
♦ ♦ ♦ ♦ ♦ ♦ ♦ ♦

MDX IG T&R Study/ Miami Dade Expressway Authority
Systemwide IG T&R study

2010
♦

Aa3; AAA; 
NR

TO 23 Garden Parkway Comp T&R Study /  North Carolina Turnpike Authority
IG T&R study for the greenfield Garden Parkway

2010 NR

Tyler Loop 49 Comprehensive T&R Study /  Texas DOT
Developed IG T&R estimates.

2011 ♦ ♦ ♦ ♦ ♦ ♦ NR

President George Bush Turnpike Western Extension (SH 161) IG Study/ 
N. Texas Tollway Authority
Western extension of existing PGBT in DFW Area

2011
♦ ♦ NR; AA, AA-

THCEA Comprehensive T&R 2009 /  Tampa-Hlllsborough Expressway Authority
IG Study for Possible Refinancing including new system 
expansion

2011
NR

SR 520 IG T&R Study /  Washington DOT
T&R IG forecast for tolling the existing SR 520 bridge and tolling 
o fthe  proposed replacement bridge

2011 Aai; AA+; 
AA+

Colorado US 36 Managed Lanes IG T&R Study /  Colorado DOT
IG study for managed lanes on US 36

2011 NR

Chisholm Trail Parkway IG Study /  N. Texas Tollway Authority
Major north/south roadway in Tarrant/Johnson Counties in DFW 
area

2011
♦ ♦ NR; AA; AA-

Oklahoma Turnpike Authority Letter Updates /  Oklahoma Turnpike Authority
Oklahoma Turnpike System T&R updates

2011
♦ ♦ ♦ ♦

Aa3; AA-; 
AA-

North Texas Tollway Authority System IG Study - 2011 /  N. Texas Tollway 
Authority
NTTA System comprises o f DNT, PGBT, PGBT EE, SRT, AATT, 
MCLB and LLTB

2011

A2; A-; NR

Maine Turnpike 2012 IG T&R Study /  Maine Turnpike Authority
IG T&R forecast for the Maine Turnpike issuance o f new bond 
debt.

2012
♦ ♦ ♦ ♦ ♦ ♦

Aa3; AA-; 
AA-
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Team Expertise

Grant Holland: As the national practice leader for innovative project delivery, Grant is our leading expert 

in alternative funding methods such as public-private partnerships and design-build. He has over 30 

years of experience and specializes in managing complex P3 projects and teams of legal, financial and 

technical advisors. Having led projects with an estimated value o f over $30 billion, Grant's work is well- 

known throughout the industry. Aside from serving as the advisor for the Knik Arm Crossing project, his 

work includes serving as project manager for the Arizona Departm ent of Transportation Public-Private 

Partnership Program; the senior advisor for Michigan Departm ent of Transportation's Statewide P3 and 

Revenue Assessment Plan; and as the project manager for the Nevada Department o f Transportation's 

first P3 project, the 1-15 Demonstration Project. When complete, this project will provide 19 miles of 

managed lanes on 1-15 and U.S. 90 through the heart of Las Vegas' resort corridor. Grant is responsible 

for overseeing all aspects of the project including legal, financial, engineering, traffic and revenue, public 

relations, and operations. He is also supporting NDOT's efforts for statutory authority to complete the 

Demonstration Project.

Scott Allaire: M r. Allaire is a vice president, group leader and project manager for CDM Smith's 

Transportation, Finance, and Technology group. His major project experience includes all levels, phases, 

and components o f traffic and toll revenue feasibility studies, such as data collection, development and 

use of toll travel demand modeling techniques, managed lane analysis and forecasting, All Electronic 

Tolling (AET), economics, sensitivity testing and risk analysis, and presentations to rating agencies in 

support of project financing. His resume includes completed complex traffic and toll revenue feasibility 

studies in Connecticut, Texas, Colorado, Florida, New Hampshire, Maryland, California, Canada,

Alabama, and Washington.

Kazem Oryani: W ith more than 26 years of experience, Dr. Oryani has led transportation modeling 

teams, and provides highly specialized skill in the correlation between land use and large-scale 

transportation. He also provides extensive experience in toll road modeling, and travel-dem and-transit 

analysis. In Dr. Oryani's PhD dissertation, "Analysis of Optimization and Behavioral Spatial Allocation 

Models of Land Use and Transportation," he analyzed the structure, formulation, data requirem ent, and 

applicability of DRAM-ITLUP, a behavioral model, and TOPAZ, a nonlinear optimization model. His recent 

project work includes serving as the project manager for the Express Travel Choices Study for the 

Southern California Association o f Government, which involved evaluating 11 pricing scenarios and a 

route choice assignment procedure to recognize pricing. He also served as the project manager and 

modeling expert for the First Coast Outer Beltway Planning-Level Traffic and Revenue Analysis in Florida, 

w here he estimated a planning-level toll traffic forecast for six alternatives using various toll rates.

Kris W uestefeld: Mr. Wuestefeld is a vice president. His toll industry experience began in 1984 when the  

New Haven office hired him to test newly developed toll systems. As a leading expert in toll technology 

efforts around the world from design through deployment and operations oversight, he is currently 

responsible for the tolls/parking and ITS practices. He specializes in leading-edge technologies including 

electronic toll collection, video enforcement, vehicle detection and tracking, various toll payment 

methods, and high-occupancy travel lanes using dynamic pricing. Mr. Wuestefeld commonly manages
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toll collection systems, electronic toll collection systems, open road tolling, electronic road pricing 

system, intelligent transportation system, and parking system design for the firm's clients. M ajor areas of 

project experience include ETC, ORT, and ERP system planning, evaluation, design, development of 

specifications, contractor selection, and implementation oversight. He is also experienced in overall 

contract and project management, system design documentation review, factory and field testing of 

systems, system im plementation planning, and system performance evaluation.
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Strong P3 Credentials
• Citi is not a newcomer to P 3 s

Citi has served as both buy- and sell-side financial advisor and/or underwriter for more than 100 P 3 s 
completed in the U S  over the past 30 years

• Citi has played a leading role in many of the landmark P3 transactions completed in the U S

-  Lead underwriter for the $1.4 billion C h icago  Skyw ay acquisition, the first U S  brownfield toll road P3 
completed in the U S

-  Lead arranger for S R -9 1 , the first U S  greenfield lanes P3 financing

-  Lead arranger and underwriter for Am erican Roads L L C , first U S  brownfield toll road portfolio financing

• Citi has considerable recent experience on U S  transportation P3 financings

Citi is currently serving as sole sell-side financial advisor to Knik Arm Bridge and Toll Authority on the 
financing of a greenfield toll bridge in Anchorage, A K  and to the Regional Transportation Com m ission on the 
financing of the greenfield Boulder City P a ss

Citi is leading financing team s for other greenfield P 3 s currently in the market, the G oethals Bridge 
Replacem ent Project in N Y C , LA  Metro in Lo s A ngeles, Mid-Currituck Bridge in North Carolina, and the 
North Tarrant E xp re ss in Fort Worth

1
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US P3 Pipeline
Awaiting Financial Close Deal Size Risk Citi Role
Ohio State University Parking $483 million Demand None
Puerto Rico—Airport Lease $600 million Demand Represented Losing Bidder

Procurement Underway Deal Size Risk Citi Role
Goethals Bridge $1.6 billion Availability Representing Bidder
East End Bridge $1.4 billion Availability None
Harrisburg Parking $200 million Demand Represented Losing Bidder
Knik Arm Bridge $1.1 billion Availability Sell-side Advisor
North Tarrant HOT Lanes Phase 2 $1.5 billion Demand Senior Manager
Mid-Currituck Bridge $800 million Demand/Availability Senior Manager
Frederick Co., MD Waste to Energy $500 million Demand Senior Manager
LaGuardia Central Terminal $3.6 billion TBD Representing Bidder
Virginia Port Authority $3.5 billion Demand Representing Bidder

Announced Deals Deal Size Risk Citi Role
LA Metro (California) $700 million Availability Representing Bidder
New Jersey Transit Parking $750 million Demand Too early in process
Yonkers (New York) Schools $700 million Availability Too early in process
US 36 (Colorado) $140 million Demand None
Indiana University Parking $480 million Demand Too early in process
Ohio Turnpike $2.4 billion Demand Too early in process
1-4 Managed Lanes $2.1 billion Availability Too early in process
Midway Airport $2 billion Demand Too early in process

2
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Industry Leading Transportation Franchise ►

Citi offers unparalleled credentials in tax-exem pt and transportation finance.

#1 underwriter of tax-exem pt debt 

#1 underwriter of U S  private toll road bonds 

#1 underwriter of tax-exem pt transportation bonds 

#1 underwriter of tax-exem pt toll road bonds 

#1 underwriter of Private Activity Bonds (P A B s)

#1 arranger of T IF IA  loans

#1 in bringing inaugural tax-exem pt transportation 
credits to market

#1 underwriter of tax-exem pt variable and auction 
rate bonds

Highly experienced banking team

Citi’s unparalleled platform -  one of the largest and 
strongest financial services firm in the world

Representative Clients

T H E  P E A C E  B R I D G E JF Texas Department of Transportation
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crfi



Citi’s KABATA Team

Name/Title Biography & Transaction Experience

David Livingstone
M anaging D irector  
Head of P3 Finance Group 
Work: +1 (212)723-5638 
Email: david.livingstone@citi.com

Brett Padgett
D irector
Infrastructure Finance 
Work: +1 (312)876-5332 
Email: brett.padgett@citi.com

David Livingstone is the head of Citi’s Public Finance P3 Finance Group.
In his 25-year tenure at Citigroup, David has served as buy or sell side advisor to more than 40 
completed public-private partnerships representing more than $15 billion in value. His work has 
included completed transactions in surface and air transportation, energy schools, hotels, water and 
wastewater sectors.
He served as lead banker for on the groundbreaking $1.8 billion Chicago Skyway acquisition and $1.4 
billion capital markets financing for Cintra and Macquarie.
Given the sea change in the financial and equity markets since the financial crisis, he has significant 
current P3 experience, including sell side underwriter for ongoing concession processes for Goethals 
Bridge, NY, North Tarrant Express and LA Metro, CA and buy side advisor for the Knik Arm Toll 
Bridge in Anchorage and Boulder City Bypass near Las Vegas, NV.
He is an expert in combining tax-exempt debt with public-private partnerships.
David has a BS degree in Civil Engineering from Brown University and was a registered Professional 
Engineer.

Brett Padgett is a Director in the Infrastructure Group ofthe Public Finance Department with over 16 
years of experience. He focuses on public-public and public-private partnerships (sell-side and buy- 
side) for airports, toll roads and bridges, utilities, and parking facilities as well as general infrastructure 
municipal underwriting. He is currently involved as sell-side advisor to the Knik Arm Bridge and Toll 
Authority and as underwriter on two large public-private transactions involving private activity bonds 
In the past he has been involved with public-public and public-private partnership teams for the City of 
Indianapolis water and sewer systems, Indiana Toll Road, Chicago Parking Garages, Midway Airport 
and Illinois Lottery.
With general municipal underwriting, he has been involved in transactions including airports, surface 
transportation, water and sewer, stadiums and convention centers, general obligation, lease 
appropriation, tax increment, school districts, higher education and public power issues 
Brett graduated from the University of Texas at Austin with a B.S. degree in Aerospace Engineering

cffi
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►

IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be used or 
relied upon, by you for the purpose of avoiding any tax penalties and (iij may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby ("Transaction"). 
Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.
Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a 
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law or 
regulation, you agree to keep confidential the information contained herein and the existence of and proposed terms for any Transaction.
Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as the legal, 
tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are not relying on us 
for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) you 
should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters. By acceptance of these materials, 
you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm that no participant in any Transaction 
shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.
We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer ID number. 
We may also request corporate formation documents, or other forms of identification, to verify information provided.
Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any time 
without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a quantitative model which 
represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment as of the date hereof 
and are subject to change without any notice. We and/or our affiliates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position in any such instrument at any 
time.
Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or indirectly, 
a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated for specific 
recommendations or views contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and procedures designed to 
limit communications between its investment banking and research personnel to specifically prescribed circumstances.
© 2012 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.

Citi believes that sustainability is good business practice. We work closely with our clients, peer financial institutions, NGOs and other partners to finance solutions to climate change, develop industry standards, reduce our 
own environmental footprint, and engage with stakeholders to advance shared learning and solutions. Highlights of Citi's unique role in promoting sustainability include: (a) releasing in 2007 a Climate Change Position 
Statement, the first US financial institution to do so; (b) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of renewable energy, clean technology, 
and other carbon-emission reduction activities; (c) committing to an absolute reduction in GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (d) purchasing more than 234,000 MWh of 
carbon neutral power for our operations over the last three years; (e) establishing in 2008 the Carbon Principles; a framework for banks and their U.S. power clients to evaluate and address carbon risks in the financing of 
electric power projects; (f) producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with a broad range of stakeholders on the 
issue of climate change to help advance understanding and solutions.
Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.

efficiency, renewable energy and mitigation

crti
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fU  NOSSAMAN LLP

OVERVIEW OF NOSSAMAN’S TRANSPORTATION P3 PRACTICE

As lead outside legal advisor on over $100 billion in projects, Nossaman’s Infrastructure Practice Group 
(IPG ) works in more than 30 U.S. states and select foreign countries on large high profile projects and 
infrastructure challenges. With more than 30 attorneys, IPG’s specialty is serving public agencies 
pursuing transportation public-private partnerships (“P3s”) and design-build contracting. W e are the 
leading law firm in representing the public sector on P3 programs and projects, which provides us with a 
sophisticated understanding of public sector needs, namely maximizing the value of P3s while 
simultaneously protecting the public interest.

Our extensive project work, lessons learned and broad precedent library allow us to work efficiently and 
cost effectively. Many Nossaman innovations in P3 procurements and contracting are today’s U.S. best 
practices. W e have provided testimony and legislative drafting to Congress and state legislatures, and 
have drafted P3 legislation in over 20 states. W e rendered key assistance to Congress on changes in 
TIF IA  law, tolling and environmental streamlining enacted under M A P-21. Our experience enables us to 
help clients understand different P3 models and select the P3 suitable to project needs and goals.

Our services go beyond administering procurements, doing legal research, drafting documents and 
negotiating contracts. W e strategize and provide policy support, including review of existing laws, 
identification of opportunities for improvements, and assistance with federal requirements and financing 
opportunities. W e help clients establish organizational structures and programmatic platforms for a multi­
project pipeline, draft P3 policies and procedures for programs, and develop procurement and contract 
document templates. Our clients tell us they particularly value our ability to integrate our expertise with 
that of engineers, financial advisors and other outside consultants.

Leader in P3 Best P ractices. Nossaman has been an industry leader in developing tools and 
procedures for procuring P3s and contract terms that optimize client objectives. W e have drawn from P3 
programs in the UK, Canada, Australia and various European countries, as well as U.S. best procurement 
practices, to arrive at procurement methods and contract provisions that reflect the special needs of our 
U.S. clients in implementing their P3 projects. W e advise on how to manage and address the unique 
U.S. overlay of federal regulations and agencies with state-specific procurement laws, issues and 
stakeholders. Nossaman’s innovations, now part of best practices in the U.S. transportation industry, 
include use of:

•  Availability payment (“AP") P3s. Nossaman helped to introduce such P3s in the U.S. on Florida 
D O T’s I-595 Corridor Improvements and Port of Miami Tunnel projects and Caltrans’ Presidio 
Parkway. W e recently reached commercial close on the latest U.S. availability payment P3, Indiana’s 
East End Crossing, and are now advising on other such projects, including Florida D O T’s I-4 AP P3s. 
We are not aware of any closed or active AP highway P3 project in the U.S. that we have not 
acted as the public agency’s counsel,

•  Best value evaluation and selection;

•  Toll concessions, first introduced in California, Washington, Virginia and Minnesota in the 1990s, and 
first transformed into the modern, international approach in Virginia and Texas, all represented by 
Nossaman;

•  Alternative technical concepts, one-on-one meetings with shortlisted proposers to discuss RFP  
documents and post-selection negotiations;

•  Revenue sharing agreements and refinancing gain sharing arrangements;

•  Hybrid procurements with hard money project phases plus phases developed under pre-development 
agreements;

•  Inclusion of TIFIA  financing, private activity bond (“PABs”) and tolling into P3 projects and 
procurements; and
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•  Contract documents that achieve price and schedule certainty for public agencies through cost- 
efficient risk transfers while capturing financial terms that almost universally exceeded the 
expectations of our clients.

U nrivalled U.S. Transportation P3 Experience. Nossaman has had the privilege of working for public 
agencies on the significant majority of P3 transportation projects that reached commercial close in the 
United States within the past 3 years and in assisting public agencies in developing and implementing P3 
programs. Current and recent clients benefiting from Nossaman’s “lessons learned” database when 
developing P3 programs and projects include Indiana, Nevada, California, Florida, Georgia, Illinois, 
Michigan, Alaska, Arizona, Georgia, North Carolina, Texas, Virginia and other states.

U nderstanding the Private S ecto r. Nossaman has deliberately and carefully chosen to focus its 
transportation industry practice on public agency representation in the U.S. This produces several 
distinct advantages that we know from experience are highly valued by our clients:

•  W e have a broader perspective on major P3 players than other firms can possibly obtain. Through 
hundreds of interactions with multiple proposers -  at one-on-one meetings, in post-selection 
negotiations, in negotiation of P3s under pre-development agreements (PDAs), and by analyzing 
thousands of written questions/comments from proposers -  Nossaman has unique insight into the 
thinking of equity investors, design-build contractors, sureties, underwriters and lenders representing 
the P3 industry. W e  help clients sort through and distinguish private sector needs from private sector 
wants. W e have a broad contact base across virtually all the firms and organizations that our clients 
are likely to see participating in its P3 procurements.

• W e understand the private sector is not uniform; proposers vary greatly in issues they view as key.
One proposer’s deal killer may be irrelevant to another proposer. Our immersion in the myriad issues
that the private sector presents in P3 procurements positions Nossaman to assist our clients with 
decision-making.

•  International experience, while valuable and instructive, has to be adapted to U.S. laws and practices. 
W e have a unique federal system; a unique tax-exempt bond market (tax-exempt financing exists 
nowhere else); unique federal credit assistance (TIFIA); and procurement laws, rules, policies and 
objectives that vary across the 50 states. Nossaman has been the leader to adopt and adapt 
international P3 practices to the special circumstances of the U.S. This work resulted in the kinds of 
P3 procurements and contracts that you see throughout the country today.

•  Nossaman does not have conflicts with its public clients because of current representation of 
concessionaires, contractors, equity investors or lenders. Our dedication to public agencies 
minimizes the potential for conflicts and avoids the political difficulties that emerge from conflict.

Thorough Experience w ith Full Range of P3 M odels . Nossaman has in-depth experience with multiple 
types of P3 and procurement approaches and knows the benefits and obstacles of each. Knowing which 
type of procurement will draw private sector interest while advancing clients’ goals enables projects to 
start in a timely manner and avoid unnecessary delays. Our team has experience in procuring and 
closing a variety of P3 agreements, including AP agreements, toll concessions and PDAs, as well as 
design-build (including DBM, DBOM and DBF). W e are experts with different approaches to proposal 
requirements, evaluation criteria, selection methods, stipends and other innovative procurement tools. 
Nossaman brings knowledge of best practices to the strategic planning process for procurements and 
competitions, including how best to approach negotiations, auctions, best value selection and best 
development/finance plan.

Tolled  P3 E xperience. Nossaman has developed successful P3 procurements for numerous tolling 
arrangements, including barrier-free facilities using maximum toll rates, managed/express lanes and 
facilities that combine tolled and toll-free segments. W e have handled projects where the agency 
performs tolling functions, where these functions are turned over to the private partner, and where these 
functions are performed by a third party agency. W e have put in place the detailed trust, custodial, 
funding and interoperability arrangements to assure proper application, handling, use and accounting of 
toll revenues, essential to attracting debt and equity financing. Nossaman provides counsel on electronic 
toll collection systems addressing privacy issues, enforcement, revenue sharing opportunities, field 
equipment installation, front office/back office services, intellectual property issues and long-term service 
and maintenance.
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Key Federal Program s/Innovative Finance Experience. P3 projects often require key federal 
approvals and access to important federal programs. These include credit assistance from the TIFIA  
program; U SD O T concurrence in eligibility of funding sources for availability payments; waivers under 
FHW A’s SEP-14/15 programs; allocations under the U SD O T’s PABs Program; approval of Project 
Management Plans/Financial Plans for Major Projects; and, for toll concessions, the right to toll 
interstates and federal-aid highways. Nossaman has unmatched experience, supported by a strong D.C. 
office, working with U SDO T, FHWA, EPA and other regulatory agencies on P3 programs. Nossaman has 
played a leadership role on multiple federal transportation programs, most recently demonstrated through 
heavy involvement with the development of M AP-21.

•  Federal P olicy/Legislation. Nossaman has contributed heavily to federal policy and laws crucial to 
P3s and the financing and procurement methods on which P3s rely. W e were the first law firm to 
obtain low-cost, subordinated federal lines of credit and loans, which later formed the basis for the 
TIFIA  program. W e worked on the original TIFIA  legislation and later amendments. At Congressional 
request, Nossaman provided recommendations and language on key MAP-21 provisions involving 
TIFIA, tolling, environmental streamlining, the expansion of authority to toll new interstate construction 
and reconstruction, bridge reconstruction/replacement and H O V lane conversions, and removal of 
requirements for tolling agreements with FHWA, all of which are now in MAP-21.

•  T IF IA /PA B s. Nossaman has successfully assisted on numerous T IFIA  loans, advising on letters of 
interest and applications and helping negotiate term sheets/credit agreements. W e have worked with 
the T IFIA  Joint Program Office to coordinate FHW A underwriting and closings with P3 procurements 
so that P3 proposers can include T IFIA  in proposals and close financing after selection. Nossaman 
helped secure the first use of PABs in a procurement and almost $3 billion in PABs allocations, more 
than half of the $5.3 billion currently allocated by USDOT.

•  Toll A pprovals. Nossaman has helped clients successfully apply for and obtain approvals to toll 
federal/interstate highway capacity under all of FHW A’s demonstration programs, including the first 
Value Pricing Pilot Program approval.

SAMPLE P3 PROJECTS

The descriptions below provide an overview of only a portion of our P3 experience.

C lient & 
Project

D ollar Size P3 Type Project Description

California
Department of
Transportation
-  Presidio
Parkway
Improvement
Project

Deal value (in 
millions,
nominal) $1,100

Availability
Payment
Contract

Nossaman served as the lead outside legal advisor on 
the $1.1 billion AP concession project, a 6-lane 
reconstruction/seismic retrofit that will replace Doyle 
Drive, the southern access point of the Golden Gate 
Bridge that travels through key historical and 
recreational areas. The 30-year concession term was 
financed through a combination of equity, bank debt, and 
TIFIA loans. The deal reached financial close occurred 
on June 14, 2012. Nossaman prepared and advised on 
the procurement and contract documents and advised 
on contract administration, litigation, and financing 
aspects of the Project. Nossaman also successfully 
represented San Francisco County Transportation 
Authority before the California Supreme Court in 
litigation challenging the PPP legal authority for the 
project.

Florida
Department of
Transportation
-1-595
Corridor
Roadway
Improvements

Deal value (in 
millions,
nominal) $1,800

Availability
Payment
Contract

Nossaman has been the key outside legal advisor on the 
AP concession PPP for redevelopment of a 10.5-mile 
section of the I-595 corridor in the Ft. Lauderdale area. 
The project includes the resurfacing of existing roads 
and new reversible express toll lanes. The $1.8 billion, 
35-year AP concession reached financial close in March 
2009, making it the 1st U.S. transportation AP
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Project concession PPP. Financing included a $781 million 
bank loan, $678 million TIFIA loan, and $208 million in 
private equity. Our work included drafting procurement 
and contract documents, facilitating the financing 
structure, and leading contract negotiations. ARTBA  
named the project 2009 Project of the Year and Project 
Finance Magazine named it 2009 North American 
Transport Deal of the Year.

Florida
Department of 
Transportation 
- Port of Miami 
Tunnel

Deal value (in 
millions, net 
present value) 
$903

Construction 
costs (in 
millions, net 
present value) 
$607

Availability
Payment
Contract

Nossaman is the key legal advisor for the AP concession 
PPP to design and construct a bridge and tunnel linking 
Port of Miami facilities on Dodge Island with MacArthur 
Causeway and I-395. The $903 million project with a 
35-year term financially closed in October 2009. 
Financing included $80 million in private equity, $100  
million in FDOT funds and $723 million in debt. This 
was only the 2nd AP contract executed in the U.S. Our 
work has included drafting procurement and contract 
documents, facilitation ofthe private sector financing, 
and leading contract negotiations. The project was 
named 2009 Global Deal of the Year and North 
American PPP Deal ofthe year by Project Finance 
Magazine and 2010 Nontraditional Financing Deal ofthe  
Year by The Bond Buyer.

Georgia 
Department of 
Transportation 
-  W est by 
Northwest 
Project

Deal value (in 
millions, net 
present value) 
$2,300

Availability
Payment
Contract

Nossaman is acting as PPP legal advisor in connection 
with a $2.3 billion, 29-mile, 60-year concession to 
design, construct, finance, operate and maintain a 
managed lane system on segments of I-75 and I-575 
and a pre-development agreement for an additional 27- 
mile segment of managed lanes along I-285 W est and I- 
20 West. This will be Georgia’s first PPP transaction 
under its new 2009 legislation.

High Desert 
Corridor Joint 
Powers 
Authority - 
High Desert 
Corridor

Construction 
costs (in 
millions, net 
present value) 
$4,000

Potential
Pre-
Development
Agreement

Nossaman is advising the agency on the development, 
construction, financing, and procurement of a PPP for a 
new $4 billion 50-mile highway between Palmdale and 
Victorville in Southern California. Also assisting the 
agency, comprised ofthe Counties of San Bernardino 
and Los Angeles as well as five local cities, to obtain 
PPP authority for the project.

Indiana 
Finance 
Authority -  
East End 
Crossing

Deal value (in 
millions, net 
present value) 
$1,300

Availability
Payment
Contract

Nossaman is advising on the procurement of an 
availability payment contract for design, build, finance, 
operation, and maintenance ofthe East End Crossing 
that will connect Kentucky to Indiana over the Ohio 
River. The project includes a new 6-lane East End 
Bridge, approaches on both sides o fthe bridge, 
including a 2,000-foot tunnel under historic property. On 
December 27, 2012, commercial close was achieved on 
the 35-year AP contract with financial close set for the 
1 st quarter of 2013. Nossaman is lead counsel and 
assisted IFA with structuring the procurement, drafting 
and finalizing the RFP documents, developing and 
overseeing the RFQ and RFP evaluation processes and 
negotiating the PPP agreement with the selected 
proposer.
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Massachusetts
Highway
Department
and Executive
Office of
Transportation
and
Construction - 
Route 3 North 
Transportation 
Improvement 
Project

Construction 
costs (in 
millions, net 
present value) 
$385

Availability
Payment
Contract

Nossaman served as special counsel to the 
Commonwealth, developing an innovative DBFOM  
program for the reconstruction and long-term operation 
of a 21-mile highway. W e assisted in workshops to 
determine procurement strategy and allocation of risk, 
prepared procurement and contract documents, assisted 
in the industry review process, and assisted in 
evaluation of statements of qualifications and proposals. 
The contract for this $385 million project utilized 
developer-assisted “subject-to-appropriations” financing, 
requiring formation of a 63-20 corporation to issue bonds 
secured by a future stream of payments.

Michigan DOT  
-  M-21 Bridge 
Project

Design-
Build-
Finance

Nossaman advised on the development of a design- 
build-finance project implemented on the M-21 over I-75 
bridge replacement project located in Flint, Michigan. 
The bridge is one of Michigan’s first PPPs. Commercial 
and financial closing has occurred, and construction is 
underway.

Minnesota
D O T -
Interstate 494, 
TH 212 and I- 
35W  St. 
Anthony Falls 
Bridge 
Projects

See description Design-
Build-
Finance

Nossaman advised M NDO T with regard to the 
development of a design-build program, including the 
design-build contract for the $135 million I-494 Project 
(7.8-mile widening and bridge replacement project); the 
$238 million TH 212 Design-Build Project and the $234  
million I-35W  St. Anthony Falls Bridge Project.

New South 
Jordan Bridge

Toll
Concession

Nossaman served as legal advisor to an investor, 
performing project due diligence and negotiating 
engineering, procurement and construction, operations 
and maintenance, and toll systems installation and 
customer service agreements for a replacement toll 
bridge structure along the East Coast.

North Carolina 
DOT - 1-77  
HOT Lanes

Deal value (in 
millions, net 
present value) 
$600

Toll
Concession

Nossaman is assisting the Department with the 
structuring and administration of a procurement of a toll 
concession PPP for $600 million high occupancy toll 
lanes along the I-77 corridor near Charlotte, North 
Carolina. Nossaman is drafting the procurement 
documents and developing the evaluation process and 
has also advised the Department on legislative changes 
and environmental/regulatory issues related to the 
project and its PPP program. NCDOT has shortlisted 
four teams.

North Carolina 
Turnpike 
Authority - 
Mid-Currituck 
Bridge

Deal value (in 
millions, net 
present value) 
$693

Construction 
costs (in 
millions, net 
present value) 
$636

Pre-
Development
Agreement;
Toll
Concession

Nossaman serves as outside legal advisor on the 
procurement for a new seven-mile tolled bridge facility 
over Currituck Sound to the Outer Banks. The project is 
estimated to cost $659 million to complete and will be 
developed as a PPP under a pre-development 
agreement, which was executed in April 2009. The 
developer will perform certain key design, engineering 
and development functions for the project in concert with 
NCTA, in exchange for the right to negotiate the State’s 
first toll concession agreement to design, build, finance 
and operate the project. Nossaman is currently in the 
process of advising NCTA in connection with the 
negotiation of the PPP concession agreement with the

- 176-



t C lient & 
1 Project Dollar Size P3 Type Project Description

developer.

North Carolina 
Turnpike 
Authority - 
Triangle 
Expressway

Construction 
costs (in 
millions, net 
present value) 
$101

Pre-
Development
Agreement

Nossaman advised on procurement matters for the 
Triangle Expressway in the Raleigh/Durham area - the 
state’s first toll road - as well as on the potential use of 
PPP structures for the development and financing of 
other toll projects in the state, including the Mid-Currituck 
Bridge to the outer banks.

Texas
Department of 
T ransportation 
- LBJ Express 
Project (1-635)

Deal value (in 
millions, net 
present value) 
$2,700

Deal Value 
(Equity) $664

Deal Value 
(TIFIA  Loan) 
$850

Deal Value 
(PABs) $615

Deal Value 
(Public funds) 
$489

Toll
Concession

Nossaman served as key outside legal advisor in 
connection with the procurement and financing of a P3 
toil concession to design, build, finance and operate this 
$2.8 billion, 17-mile express lanes project in Dallas. The 
largest greenfield P3 highway project in U.S. history 
includes the construction of new managed lanes and 
improvement of existing facilities. Financing includes 
$489 million in public funds, $664 million in equity, 
federal credit assistance in the form of a conditional 
$850 million TIFIA loan commitment and reservation of 
funding, as well as $615 million in private activity bonds. 
The project, awarded to LBJ Infrastructure Group (led by 
Cintra), reached financial close in June 2010.
Nossaman continues to assist the Department with 
contract administration. ARTBA named the project the 
joint 2010 Co-Project of the Year. Nossaman currently 
is assisting the Department with contract administration.

Texas
Department of 
Transportation 
- North Tarrant 
Express 
Managed 
Lanes Project

Construction 
costs (in 
millions, net 
present value) 
$2,040

Deal Value 
(Debt) $400

Deal Value 
(Equity) $420

Deal Value 
(TIFIA Loan) 
$650

Deal Value 
(Public funds) 
$570

Toll
Concession;
Pre-
Development
Agreement

The $4.7 billion 36-mile North Tarrant Express Managed 
Lanes Project is a PPP to design, build, finance, operate 
and maintain managed lanes and upgrade existing 
facilities in the Dallas area. The 1st 13-mile, $2 billion 
segment was procured as a toll concession concession. 
The project reached commercial close in June 2009, 
with financial close for the 1st segment on December 17, 
2009. Financing includes $570 million of state funds, 
$400 million of senior bond debt, a $650 million TIFIA  
loan and $420 million of private equity. Infrastructure 
Journal named the project its 2009 Global Transport 
Deal of the Year and the ARTBA named it the joint 2010 
PPP Project of the Year. Construction is underway.

The other 23 miles are being developed through a pre­
development agreement and negotiations have reached 
completion for the next segments, 3A & 3B. Commercial 
close is expected in March 2013.

Texas
Department of 
Transportation 
-S H  130, 
Segments 5&6

Deal value (in 
millions, net 
present value) 
$1,360

Contract Terms 
(Length in 
Years) 50

Toll
Concession

Nossaman served as outside legal advisor on the 
negotiation of an agreement to design, build, finance, 
operate and maintain a 41 -mile toll road between San 
Antonio and Austin. The SH 130 Concession Company, 
LLC (a consortium of Cintra and Zachry) is developing 
the project under a 50-year comprehensive development 
agreement, the first toll concession agreement in Texas 
history and at the time only the third financed in the 
United States in the previous 10 years. The project 
reached financial close on March 7, 2008 with a total 
project value of $1.36 billion. The firm continues to 
assist with the administration of the concession 
agreement, including issues relating to contract 
interpretation, potential change orders, and performance
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security.

Prior to the procurement, TxDOT estimated that it would 
have to spend over $500 million in public funds to deliver 
the toll project conventionally and project delivery would 
be delayed 15 years. As a result of the toll concession 
procurement, the project was opened in Decem ber 2012  
and the developer paid TxDOT over $100 million for the 
concession right.

Virginia 
Department of 
T ransportation 
- Midtown 
Tunnel Project

Deal value (in 
millions, net 
present value) 
$1400

Toll
Concession

Nossaman advised VDO T on the 58-year toll concession 
PPP procurement to design, build, finance, operate, and 
maintain the Downtown Tunnel/Midtown Tunnel/MLK  
Freeway Extension Project in Norfolk and Portsmouth, 
VA, comprised of a new 2-lane tunnel parallel to the 
existing Midtown Tunnel, improvements to the existing 
Midtown and Downtown Tunnels, and extension ofthe  
MLK Freeway. The Project involves tolling of the 
existing and newly-constructed assets. Financing 
included a $422 million TIFIA loan, $663.75 million of 
PABs, $310 million in VDO T contribution and an equity 
contribution of up to $272 million from the private 
partner.

Virginia 
Department of 
Transportation 
- Pocahontas 
Parkway Long 
Term Lease

Toll
Concession

Nossaman assisted in negotiating and closing an asset 
transfer and refinancing of this project with Transurban 
LLC under a 99-year P3 concession agreement. The 
new $611 million financing paid back the original bonds 
and recouped for VD O T all its prior capital, operating, 
and maintenance expenses. In addition, V D O T was 
relieved of liability for future expenses. The transaction 
also included a commitment from Transurban to design, 
construct, operate, and maintain an approximately $50 
million connector road to the Richmond Airport, using 
proceeds of a TIFIA  refinancing. Nossaman assisted 
VD O T with all aspects ofthe transaction, including 
negotiation and preparation of the P3 concession 
agreement and related documentation, tax structuring to 
accommodate Transurban's tax position, T IFIA  relations, 
and financial closing.

Washington
State
Department of 
Transportation 
-  Tacoma 
Narrows 
Bridge.

$849 million Pre-
Development
Agreement

Nossaman negotiated a comprehensive development 
agreement with a Bechtel affiliate for design, build, 
finance, operation, and maintenance (DBFO M ) of a new  
toll bridge span over the South Puget Sound, as well as 
highway improvements at the approaches and seismic 
strengthening and reconfiguring ofthe existing bridge. 
Following execution of this agreement and legislative 
amendments shifting the financing from a PPP structure 
to public financing, Nossaman assisted W S D O T with 
negotiating the project design-build contract, the state’s 
first such contract. The $849 million second Tacoma 
Narrows Bridge is the first major suspension bridge in 
the United States in thirty years. The new span opened 
on July 16, 2007.

British 
Columbia 
Ministry of 
Transportation

Construction 
costs (in 
millions, net 
present value)

Availability
Payment
Contract

Nossaman advised on a P3 procurement for a 25-year, 
CDN $600 million (US$510 million) design-build-finance- 
operate concession contract for highway improvements 
along the 62-mile Sea-to-Sky Highway, in anticipation of 
the 2010 W inter Olympics in Vancouver. Improvements
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and
Partnerships
British
Columbia -
Sea-to-Sky
Highway
Improvement
Project

$510 included highway widening and straightening, improved 
sightlines, additional passing lanes, and other design 
innovations and measures to reduce hazards, shorten 
travel times, and increase capacity. In 2005 the project 
won a National Award for Innovation and Excellence, 
Gold Award for Project Financing from the Canadian 
Council for P3s and in 2006 Public Private Finance 
named it Best Global Project to Reach Financial Close.

Golden Ears 
Bridge Project 
(Vancouver, 
British 
Columbia)

Cdn $1 billion Availability
Payment
Contract

Yukiko Kajima, a partner on Nossaman’s ODOT team, 
was a primary member of the team that advised the 
successful proponent in respect ofthe Cdn $1 billion 
Golden Ears Bridge Project in Vancouver, British 
Columbia, which won numerous awards, including North 
American PPP Deal ofthe Year from Project Finance 
and North American Deal of the Year from PFI Magazine 
(2006) and Infrastructure Journafs Global Deal of the 
Year (2007). Ms. Kajima advised on financing for the 
project.

CREDENTIALS OF KEY ASSIGNED ATTORNEYS
Fred K essler

Mr. Kessler is the leader of Nossaman’s KABATA team and responsible for all Nossam an’s services and 
advice to KABATA. Among his functions, Mr. Kessler focuses on the terms and drafting of the P3 
agreement and related agreements for the transaction

Mr. Kessler has practiced law at Nossaman for his full 34 year legal career. He is a nationally recognized 
leader in the field of public-private partnerships and has been at the foundation of public sector P3 
representation since P3s were first introduced in the U.S. in the early 1990s. Mr. Kessler is adept at 
structuring successful concessions and advising on the strategic business decisions behind them. He has 
pioneered the domestic application of international PPP best practices and has extensive experience with 
innovative procurement and project delivery methods, and negotiated agreements. His precedent setting 
transactional work for public agencies has been instrumental in the success of high profile P3 projects 
such as TxD O T’s LBJ Express, North Tarrant Express and SH 130, Segments 5&6 projects, Caltrans’ 
Presidio Parkway project, W S D O T’s Tacoma Narrows Bridge and V D O T’s Pocahontas Parkway.

Mr. Kessler frequently speaks and writes about PPPs at key industry conferences and in professional 
publications. He assisted Congressional staff with writing the TIFIA and tolling provisions of MAP-21. He 
served on a blue ribbon panel to develop national policy recommendations for transportation financing 
and is listed in Chambers USA 2008 as one of the nation's top infrastructure attorneys.

Evan Caplicki

Mr. Caplicki is responsible for the procurement terms, instructions, forms, exhibits and procedures for 
KABATA, assisting Mr. Kessler with this essential function.

Mr. Caplicki focuses his practice on innovative contracting and finance for infrastructure project 
development. His experience spans the project development process, from advising regarding project 
delivery options, through procurement and contracting, to contract administration and claims resolution. 
His 15 years of experience as both transactional and litigation counsel for the myriad parties involved in 
the process provides a strong platform for structuring projects to meets the client's needs.

Representative P3 work includes the Presidio Parkway P3 project, TxD O T’s LBJ Express project, and 
Indiana Finance Authority’s East End Crossing.
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1.0 INTRODUCTION

A  b a s e  y e a r  p r o j e c t  t r a v e l  d e m a n d  m o d e l  w a s  d e v e l o p e d  t o  e v a l u a t e  t h e  t r a f f i c  i m p a c t s  

a n t i c i p a t e d  w i t h  t h e  p r o p o s e d  K n i k  A r m  b r i d g e  w h i c h  w o u l d  p r o v i d e  i m p r o v e d  a c c e s s  b e t w e e n  

A n c h o r a g e  a n d  t h e  P o r t  M c K e n z i e  a r e a  o f  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h  ( M a t - S u ) .  

D e v e l o p m e n t  o f  a  r e g i o n a l  m o d e l  w a s  r e q u i r e d  b e c a u s e  n e i t h e r  t h e  A n c h o r a g e  M e t r o p o l i t a n  

A r e a  T r a n s p o r t a t i o n  S o l u t i o n s  ( A M A T S )  n o r  t h e  M a t - S u  t r a v e l  d e m a n d  m o d e l s  c a n  a d d r e s s  

r e g i o n a l  t r a v e l  t h a t  c r o s s e s  j u r i s d i c t i o n s .  T h e  A M A T S  a n d  M a t - S u  m o d e l s  w e r e  d e v e l o p e d  a s  

p a r t  o f  t h e i r  r e s p e c t i v e  L o n g  R a n g e  T r a n s p o r t a t i o n  P l a n s  ( L R T P )  a n d  a r e  s p e c i f i c  t o  t h e i r  

j u r i s d i c t i o n a l  b o u n d a r i e s  a n d  l o c a l  n e e d s .

T h e  A M A T S  a n d  M a t - S u  p l a n n i n g  m o d e l s  a r e  a d j a c e n t  t o  o n e  a n o t h e r  w i t h  t h e  G l e n n  H i g h w a y  

s e r v i n g  a s  a n  e x t e r n a l  r o a d w a y  b e t w e e n  e a c h  o f  t h e m .  M o d e l i n g  o f  a n  e x t e r n a l  r o a d w a y  f o r  a  

b a s e  y e a r  t r a v e l  d e m a n d  m o d e l  i s  t y p i c a l l y  b a s e d  o n  t r a f f i c  c o u n t s .  F u t u r e  t r a f f i c  f o r e c a s t s  o n  

e x t e r n a l  r o a d w a y s  a r e  t y p i c a l l y  b a s e d  o n  a  l a r g e r  r e g i o n a l  m o d e l  o r  f a c t o r e d  u p  b y  h i s t o r i c a l  

a n d / o r  a s s u m e d  g r o w t h  r a t e s .  A  t r a v e l  i m p r o v e m e n t  t h a t  o c c u r s  b e t w e e n  t h e  m o d e l s ,  s u c h  a s  t h e  

i n c l u s i o n  o f  a  n e w  K n i k  A r m  c r o s s i n g ,  c a n n o t  b e  r e g i o n a l l y  a d d r e s s e d  i n  e i t h e r  o f  t h e  l o c a l i z e d  

m o d e l s  s i n c e  t h e r e  i s  n o  l a n d  u s e  o r  t r a v e l  b e h a v i o r a l  i n t e r a c t i o n  b e t w e e n  t h e m .

T o  a c c u r a t e l y  r e f l e c t  t h e  r e g i o n a l  t r a v e l  i n t e r a c t i o n  b e t w e e n  t h e  l o c a l  j u r i s d i c t i o n s ,  a  r e g i o n a l  

t r a v e l  d e m a n d  m o d e l  w a s  d e v e l o p e d .  T h e  K n i k  A r m  C r o s s i n g  ( K A C )  p r o j e c t  t r a v e l  d e m a n d  

m o d e l  w a s  d e v e l o p e d  b y  u t i l i z i n g  i n f o r m a t i o n  f r o m  b o t h  t h e  A M A T S  a n d  M a t - S u  m o d e l s  t o  

e n s u r e  c o n s i s t e n c y  b e t w e e n  t h e m .  T h e  f o l l o w i n g  d o c u m e n t s  t h e  d e v e l o p m e n t  p r o c e s s  a n d  

v a l i d a t i o n  o f  t h e  b a s e  y e a r  p r o j e c t  t r a v e l  d e m a n d  m o d e l ,  a n d  s u m m a r i z e s  t h e  m o d e l i n g  

c o m p l e t e d  f o r  t h e  p r o j e c t .

2 .0  PROJECT TRAFFIC MODEL

T h e  K n i k  A r m  p r o j e c t  t r a f f i c  m o d e l  w a s  d e v e l o p e d  w i t h  t h e  m o s t  r e c e n t  a v a i l a b l e  v e r s i o n  o f  t h e  

T r a n s C A D  t r a v e l  d e m a n d  s o f t w a r e  ( v e r s i o n  4 . 7 )  w h i c h  w a s  u s e d  t o  p u l l  t o g e t h e r  t h e  t r a v e l  

d e m a n d  m o d e l s  o f  A M A T S  a n d  t h e  M a t - S u .  T h e  A M A T S  m o d e l  w a s  d e v e l o p e d  w i t h  t h e  

T r a n s C A D  s o f t w a r e  a n d  t h e  M a t - S u  m o d e l  u t i l i z e s  t h e  Q u i c k  R e s p o n s e  S y s t e m  I I  ( Q R S I I )  

s o f t w a r e .

T h e  A M A T S  t r a v e l  m o d e l  b a s e  y e a r  i s  2 0 0 2  a n d  t h e  b a s e  y e a r  t r a v e l  m o d e l  f o r  t h e  M a t - S u  i s  

y e a r  2 0 0 0 .  S i n c e  t h e  b a s e  y e a r s  w e r e  r e l a t i v e l y  c l o s e  t o g e t h e r  i n  t i m e  a n d  a  c o n s i d e r a b l e  a m o u n t  

o f  d a t a  g a t h e r i n g  h a d  b e e n  r e c e n t l y  c o m p l e t e d  f o r  e a c h  o f  t h e i r  r e s p e c t i v e  m o d e l  u p d a t e s ,  t h e  

K A C  p r o j e c t  m o d e l  u t i l i z e d  a n d  c o m b i n e d  t h e  a v a i l a b l e  i n f o r m a t i o n  f r o m  e a c h  o f  t h e s e  t w o  

m o d e l s .  T h i s  i n f o r m a t i o n  i n c l u d e d  r o a d w a y  f u n c t i o n a l  c l a s s i f i c a t i o n ,  n u m b e r  o f  l a n e s ,  s p e e d s ,  

t r a f f i c  c o u n t s ,  e t c .

A t  t h e  i n i t i a l  o n s e t  o f  t h e  K A C  p r o j e c t  t r a v e l  m o d e l  d e v e l o p m e n t ,  b o t h  t h e  A M A T S  a n d  M a t — S u  

t r a v e l  m o d e l s  w e r e  i n  t h e  f i n a l  s t a g e s  o f  b e i n g  d e v e l o p e d  a n d  u p d a t e d  a s  p a r t  o f  t h e i r  r e s p e c t i v e
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L R T P s .  B o t h  r e g i o n a l  a g e n c i e s  p r o v i d e d  t h e i r  c u r r e n t  a v a i l a b l e  b a s e  y e a r  m o d e l s  t o  t h e  K A C  

t e a m  a s  p a r t  o f  a s s i s t i n g  i n  d e v e l o p i n g  a  K A C  p r o j e c t  m o d e l .

3.0 KNIK ARM CROSSING PROJECT MODELING PROCESS

T h e  K A C  p r o j e c t  m o d e l  i s  a  r e p r e s e n t a t i o n  o f  t h e  A n c h o r a g e  a n d  M a t - S u  a r e a ’ s  t r a n s p o r t a t i o n  

f a c i l i t i e s  a n d  t r a v e l  p a t t e r n s  o f  t r i p s  u s i n g  t h e s e  f a c i l i t i e s .  T h e  p r o j e c t  t r a f f i c  m o d e l  c o n t a i n s  

i n v e n t o r i e s  o f  t h e  e x i s t i n g  r o a d w a y  f a c i l i t i e s  a n d  s o c i o e c o n o m i c  v a r i a b l e s  b y  t r a f f i c  a n a l y s i s  

z o n e s  ( T A Z s )  w h i c h  w e r e  i n p u t  f r o m  t h e  t w o  l o c a l  t r a v e l  m o d e l s .  B e c a u s e  t h e  A M A T S  m o d e l  

w a s  m o r e  r o b u s t ,  a n d  T r a n s C A D  s o f t w a r e  h a s  g r e a t e r  a n a l y s i s  c a p a b i l i t i e s ,  i n f o r m a t i o n  f r o m  t h e  

M a t - S u  m o d e l  w a s  c o n v e r t e d  t o  T r a n s C A D .  I n  a d d i t i o n ,  i n f o r m a t i o n  o n  b a s e  y e a r  e m p l o y m e n t  

a n d  h o u s i n g  i n  t h e  M a t - S u  w a s  s u p p l e m e n t e d  w i t h  m o r e  c u r r e n t  d a t a ,  a n d  c o r r e c t i o n s  t o  s o m e  

r o a d w a y  n e t w o r k  a t t r i b u t e s  w e r e  m a d e  b y  K A C  t e a m  m e m b e r s .

G e n e r a l l y ,  t h e  m o d e l  p r o c e s s  c o n s i s t s  o f  s e v e r a l  s t e p s  i n c l u d i n g  d e r i v i n g  t h e  d a i l y  n u m b e r  o f  

p e r s o n  t r i p s  b y  T A Z ,  d i s t r i b u t i o n  o f  t r i p s  b e t w e e n  t h e s e  T A Z s ,  c o n v e r s i o n  o f  p e r s o n  t r i p s  t o  

v e h i c l e  t r i p s ,  a n d  f i n a l l y  a s s i g n m e n t  o f  t r i p s  t o  t h e  m o d e l  r o a d w a y  n e t w o r k .  T h e  m o d e l  i s  t h e n  

c a l i b r a t e d  a n d  v a l i d a t e d  t o  t r a f f i c  c o u n t s  w i t h i n  a c c e p t a b l e  r a n g e s  o f  e r r o r .  O n c e  t h e  m o d e l  i s  

v a l i d a t e d ,  f u t u r e  t r a f f i c  f o r e c a s t s  c a n  t h e n  b e  p e r f o r m e d .  T h e  m o d e l i n g  p r o c e s s  i n c l u d e s  t h e  

f o l l o w i n g  c o m p o n e n t s :

•  R o a d w a y  N e t w o r k

•  S o c i o e c o n o m i c  D a t a

•  T r i p  G e n e r a t i o n  a n d  D i s t r i b u t i o n

•  B a s e  Y e a r  T r a f f i c  A s s i g n m e n t  a n d  V a l i d a t i o n

A  d e s c r i p t i o n  o f  t h e  m o d e l i n g  i t e m s  i s  d e s c r i b e d  b e l o w .
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4 .0  ROADW AY NETWORK

T h e  r o a d w a y  n e t w o r k  i n  t h e  p r o j e c t  m o d e l  w a s  d e v e l o p e d  b y  j o i n i n g  e a c h  o f  t h e  A M A T S  a n d  

M a t - S u  r o a d w a y  n e t w o r k s .  R o a d w a y  l i n k  a t t r i b u t e s  f r o m  e a c h  o f  t h e  l o c a l  m o d e l s ,  w h i c h  h a d  

j u s t  r e c e n t l y  b e e n  u p d a t e d  b y  t h e  l o c a l  j u r i s d i c t i o n s ,  w e r e  i n c o r p o r a t e d  i n  t h e  K A C  p r o j e c t  

m o d e l .  Attachm ent 1 i l l u s t r a t e s  t h e  b a s e  y e a r  m o d e l  r o a d  n e t w o r k .  P r i m a r y  l i n k  a t t r i b u t e s  t h a t  

w e r e  p o p u l a t e d  i n  t h e  r o a d w a y  n e t w o r k  d a t a b a s e  a r e  s h o w n  i n  Table 1. T h e s e  l i n k  a t t r i b u t e s  

w e r e  i m p o r t e d  d i r e c t l y  f r o m  t h e  t w o  l o c a l  m o d e l s .

2
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J*

T a b l e  1 .  K A C  M o d e l  R o a d w a y  L i n k  A t t r i b u t e s

TransCAD Link Field Name Description
1 = Freeway
2 = Expressway
3 = Major Arterial
4 = Minor Arterial
5 = Collector

FunClass_K 6 = Local
7 = On-Ramp
8 = Off-Ramp
9 = Centroid Connectors
10 = Frontage Roads
11 = Unpaved Roads
1 = Central Business District (CBD)
2 = Commercial/Industrial
3 = Fringe

AreaType_K
4 = Rural
5 = Limited Direct Access
6 = No Direct Access
8 = Residential
9 = Centroid Connector

Speed_K Free Flow Speed (mph)
Lanes_K Total Number of Lanes

Median_K
0 = No Median??
1 = Median??

LaneCap_K Lane Capacity (see Table 2)
_Capacity_K Directional Capacity
Alpha Volume Delay Coefficient
Beta Volume Delay Coefficient
_Time Directional Travel Time

Count 2000/2002 24-Hour Counts

4.1 link Capacity

L i n k  c a p a c i t y  i s  e x p r e s s e d  i n  t e r m s  o f  v e h i c l e s  p e r  d a y  b y  d i r e c t i o n  f o r  e a c h  l i n k .  T h e  l i n k  

c a p a c i t i e s  u s e d  i n  t h e  K A C  p r o j e c t  m o d e l  w e r e  b a s e d  o n  t h e  A M A T S  m o d e l  f o r  c o n s i s t e n c y .  

Table 2 r e p r e s e n t s  t h e  r o a d w a y  l i n k  c a p a c i t i e s  u s e d  f o r  t h e  p r o j e c t  m o d e l .  L i n k  c a p a c i t i e s  a r e  

u s e d  i n  t h e  m o d e l  t o  g a u g e  t h e  r e l a t i v e  c o n g e s t i o n  o n  r o a d w a y  l i n k s  f o r  a s s i g n i n g  t r i p s  a n d  i n  t h e  

v o l u m e  t o  c a p a c i t y  a n a l y s i s  u s e d  i n  t h e  a n a l y s i s .

3
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Table 2. KAC Model Daily Lane Capacities

Ro
ad

wa
y 

Cl
as

sif
ica

tio
n 

Nu
m

be
r

Fa
cil

ity
 

Ty
pe

Area Type (Number)
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1 Freeway - - - - - - - - - 19,500 -

2 Expressway - - - - - - - - 15,000 - -

3 Major Arterial 8,300 9,200 8,300 9,200 8,300 9,200 7,400 9,200 . - -

4 Minor Arterial 7,500 8,300 7,500 8,300 7,500 8,300 6,200 8,300 - - -

5 Collector 6,500 - 6,500 - 6,500 - 5,000 - - - 5,000
6 Local 5,500 - 5,500 - 5,500 - 5,500 - - - 5,000

7.8 On/Off-Ramp - - - - - - - - - 12,000 -

10 Frontage Road 9,000 - 9,000 - 9,000 - 9,000 - - - _

11 Unpaved - - - - - - - 500 - - -

4.2 Turn Restrictions
A s  p a r t  o f  t h e  t r a v e l  m o d e l i n g ,  t u r n  r e s t r i c t i o n s  a n d  p e n a l t i e s  a r e  t y p i c a l l y  c o d e d  i n t o  t h e  m o d e l  

t o  p r e v e n t  i l l o g i c a l  ( o r  i l l e g a l / i m p o s s i b l e )  m o v e m e n t  o f  t r a f f i c  i n  t h e  m o d e l e d  n e t w o r k  n e t w o r k  

( e . g .  U - t u r n s  f r o m  a  f r e e w a y  o n  r a m p ) .  T u r n  r e s t r i c t i o n s  w e r e  a p p l i e d  a t  l o c a t i o n s  w h e r e  t u r n  

m o v e m e n t s  a r e  p h y s i c a l l y  r e s t r i c t e d  ( b a r r i e r  m e d i a n )  o r  n o t  a l l o w e d .  W i t h i n  t h e  K n i k  A r m  

m o d e l ,  t u r n  r e s t r i c t i o n s  w e r e  a p p l i e d  a t  i n t e r c h a n g e  l o c a t i o n s  w h e r e  l e f t  t u r n s  a r e  n o t  a l l o w e d .  I n  

l o c a t i o n s  w h e r e  o n e - w a y  r o a d s  a r e  c o d e d  i n  t h e  m o d e l ,  T r a n s C A D  a u t o m a t i c a l l y  p r o h i b i t s  t r a v e l  

i n  t h e  w r o n g  d i r e c t i o n .  A d d i t i o n a l l y ,  T r a n s C A D  d o e s  n o t  p e r m i t  t h r o u g h  m o v e m e n t  o f  t r a f f i c  

t h r o u g h  a  z o n e  c e n t r o i d ,  t h e r e f o r e ,  t u r n  p r o h i b i t i o n s  w e r e  n o t  r e q u i r e d  f o r  t h o s e  c a s e s .

5.0 SOCIOECONOMIC DATA

5.1 TAZ Structure
T r a f f i c  a n a l y s i s  z o n e s  ( T A Z )  w e r e  d e v e l o p e d  b a s e d  o n  t h e  z o n e s  d e v e l o p e d  f o r  t h e  A M A T S  a n d  

M a t - S u  m o d e l i n g  e f f o r t s .  T h e  z o n e  s t r u c t u r e s  w e r e  r e t a i n e d  t o  p r o v i d e  c o n s i s t e n c y  f o r  t h e  b a s e  

a n d  f u t u r e  y e a r  t r a f f i c  f o r e c a s t s  y e a r  b e t w e e n  t h e  K A C  m o d e l  a n d  t h e  l o c a l  m o d e l s .

F o r  t h e  A M A T S  m o d e l  a r e a ,  t h e  o r i g i n a l  T A Z  s t r u c t u r e  w a s  r e t a i n e d ,  h o w e v e r ,  s e v e r a l  o f  t h e  

z o n e s  w e r e  c o m b i n e d ,  p a r t i c u l a r l y  s o u t h  o f  t h e  G l e n n  H i g h w a y .  I n  t h e  M a t - S u  a r e a ,  t h e  K A C  

T A Z  s t r u c t u r e  w a s  e x p a n d e d  s o u t h w e s t  t o  i n c l u d e  t h e  P o i n t  M a c K e n z i e  a r e a  t o  c a p t u r e  a n d  

m o d e l  t h e  a n t i c i p a t e d  i n d i r e c t  a f f e c t s  a r e a  f o r  g r o w t h ,  a s  w e l l  b e i n g  e x p a n d e d  t o  t h e  n o r t h  a l o n g
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G l e n n  H i g h w a y  t o  c a p t u r e  n e w  d e v e l o p m e n t  o c c u r r i n g  t h a t  d i r e c t i o n .  Attachment 2 i l l u s t r a t e s  

t h e  t r a f f i c  a n a l y s i s  z o n e s  u s e d  f o r  t h e  K A C .

5.2 Socioeconomic Data
T h e  s o c i o e c o n o m i c  d a t a  f o r  t h e  A M A T S  m o d e l  a r e a  w i t h i n  t h e  K A C  m o d e l  w a s  u s e d  a f t e r  t h e  

t r i p  g e n e r a t i o n  p r o c e s s .  T h a t  i s ,  t r i p  g e n e r a t i o n  w a s  p e r f o r m e d  w i t h  t h e  A M A T S  m o d e l  a n d  t h e  

r e s u l t a n t  t r i p s  w e r e  i n c o r p o r a t e d  i n  t h e  K A C  m o d e l .  T h e  A M A T S  m o d e l  u t i l i z e s  a  v e r y  d e t a i l e d  

t r i p  g e n e r a t i o n  p r o c e s s  t h a t  c o m p r i s e s  2 0  l a n d  u s e  a n d  d e m o g r a p h i c  c l a s s i f i c a t i o n s ,  2 4  s p e c i a l  

g e n e r a t o r s  ( i n c l u d i n g  e x t e r n a l s ) ,  f o u r  c r o s s - c l a s s i f i c a t i o n  m e t h o d s ,  a n d  e i g h t  d i f f e r e n t  t r i p  

p u r p o s e s .  R a t h e r  t h a n  c r e a t e  a  m o r e  g e n e r a l i z e d  t r i p  g e n e r a t i o n  p r o c e s s  f o r  t h e  K A C  m o d e l  i n  

t h e  A n c h o r a g e  a r e a  ( a n d  r i s k  l o o s i n g  s o m e  o f  t h e  r o b u s t n e s s  o f  t h e  A n c h o r a g e  m o d e l ) ,  t h e  t r i p  

g e n e r a t i o n  p r o c e s s  w a s  u t i l i z e d  f r o m  t h e  A M A T S  m o d e l .  T r i p  g e n e r a t i o n  w a s  r u n  w i t h  t h e  

A M A T S  m o d e l  a n d  t h e  r e s u l t a n t  “ P r o d u c t i o n  a n d  A t t r a c t i o n ”  t r i p s  w e r e  u s e d  a s  a n  i n p u t  i n  t h e  

K A C  m o d e l .  T h i s  n o t  o n l y  p r o v i d e s  c o n s i s t e n c y ,  b u t  a l s o  r e t a i n e d  t h e  m o r e  d e t a i l e d  t r i p  

g e n e r a t i o n  p r o c e s s  i n  t h e  A n c h o r a g e  a r e a .

T h e  A M A T S  t r i p s  w e r e  t h e n  a g g r e g a t e d  t o  t h e  K A C  z o n e  s t r u c t u r e  a n d  a l s o  t o  t h e  f i v e  ( 5 )  t r i p  

p u r p o s e s  a s  d e s c r i b e d  b e l o w .

T h e  s o c i o e c o n o m i c  d a t a  i n  t h e  M a t - S u  w a s  r e t a i n e d  f r o m  t h e i r  p r e v i o u s  m o d e l i n g  e f f o r t s .  T h e  

M S B  d a t a  i n c l u d e d  d a t a  f r o m  t h e  f o l l o w i n g  d a t a  b y  T A Z :

•  H o u s e h o l d s

•  H o u s e h o l d  I n c o m e

•  R e t a i l  E m p l o y m e n t

•  N o n - R e t a i l  E m p l o y m e n t

T h e  M a t - S u  s o c i o e c o n o m i c  d a t a  w a s  r e v i e w e d  a n d  u p d a t e d .  A d d i t i o n a l l y ,  d a t a  w a s  c o l l e c t e d  b y  

t h e  a b o v e  c a t e g o r i e s  f o r  t h e  n e w  T A Z s  d e v e l o p e d  i n  t h e  P o i n t  M a c K e n z i e  a r e a  a n d  n o r t h  o f  

P a l m e r .

5.3 Trip Generation and Distribution
T r i p  g e n e r a t i o n  o u t s i d e  o f  t h e  A M A T S  a r e a  f o r  t h e  K A C  m o d e l  w a s  d e t e r m i n e d  b y  u s i n g  c r o s s  

c l a s s i f i c a t i o n  o f  t h e  n u m b e r  o f  h o u s e h o l d s  b y  h o u s e h o l d  i n c o m e  s i m i l a r l y  t o  t h e  p r o c e s s  u s e d  b y  

t h e  M a t - S u  m o d e l .  T r i p  r a t e s  w e r e  i n i t i a l l y  u s e d  f r o m  l o c a l  m o d e l i n g  e f f o r t s  a n d  a d j u s t e d  t o  

r e f l e c t  i m p r o v e d  v a l i d a t i o n  o f  t r a f f i c  a s s i g n m e n t s .

5.4 Trip Purposes
T h e  p r e v i o u s  M a t - S u  m o d e l i n g  w a s  b a s e d  o n  t h r e e  t r i p  p u r p o s e s  w h i c h  w e r e  r e t a i n e d  f o r  t h e  

K A C  m o d e l .  F o r  t h e  A M A T S  a r e a ,  t h e  p r e v i o u s  m o d e l ’ s  t r i p  p u r p o s e s  w e r e  a g g r e g a t e d  t o  t h e  

f o l l o w i n g  p u r p o s e s :

•  H B W  ( H o m e - B a s e d  W o r k )

•  H B O  ( H o m e - B a s e d  O t h e r )

•  N H B  ( N o n - H o m e  B a s e d )
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•  S I N G L E  ( S i n g l e - U n i t  T r u c k s )

•  C O M B I  ( C o m b i n a t i o n  T r u c k s )

T a b l e  3  l i s t s  t h e  t r i p  r a t e s  u s e d  i n  t h e  K A C  m o d e l  i n  t h e  M a t - S u  a r e a  b y  t r i p  p u r p o s e .  A s  

m e n t i o n e d  e a r l i e r ,  t r i p  g e n e r a t i o n  f o r  t h e  A n c h o r a g e  a r e a  i n  t h e  K A C  m o d e l  u t i l i z e d  t h e  A M A T S  

m o d e l .

Table 3. Production Trip Generation Rates

Trip Purpose Total Trips Percent Trips ^ 9 es)Trip Le"9th

Home-Based Work 45.163 21.2% 10.89
Home-Based Other 127,560 50.0% 8.87
Non-Home Based 73,354 28.8% 7.43

A s  n o t e d  i n  t h e  A M A T S  a r e a ,  t h e  c o m m e r c i a l  t r u c k  g e n e r a t i o n  w a s  r e t a i n e d .  H o w e v e r ,  

m o d e l i n g  c o m m e r c i a l  t r u c k  a c t i v i t y  w a s  n o t  a p p l i e d  i n  t h e  M a t - S u  a r e a .  F o r  t h e  K A C  m o d e l ,  t h e  

c o m m e r c i a l  t r u c k  m o d e l  w a s  d e v e l o p e d  u t i l i z i n g  t h e  m e t h o d o l o g y  f r o m  t h e  The Q uick R esponse 

F re ig h t M anual, S e p t e m b e r  1 9 9 6 ,  F e d e r a l  H i g h w a y  A d m i n i s t r a t i o n .  T h e  F e d e r a l  H i g h w a y  

A d m i n i s t r a t i o n  ( F H W A )  v e h i c l e  c l a s s i f i c a t i o n  s t a n d a r d s  f o r  C l a s s e s  5 - 7  w e r e  u s e d  f o r  S i n g l e -  

U n i t  T r u c k s  a n d  C l a s s e s  8 - 1 3  f o r  C o m b i n a t i o n  T r u c k s ,  a s  s i m i l a r l y  u s e d  i n  t h e  A M A T S  m o d e l .  

T r i p  g e n e r a t i o n  r a t e s  f o r  t r u c k s  i n  t h e  K A C  m o d e l  w e r e  u s e d  f r o m  t h e  m e t h o d o l o g y .

T a b l e  4  p r e s e n t s  t h e  f i n a l  t r u c k  g e n e r a t i o n  r a t e s  u s e d  i n  t h e  K A C  m o d e l .

Table 4. Truck Trip Generation Rates

Trip Purpose Households Retail Employees Non-Retail Employees
Single-Unit Trucks 0.099 0.253 0.143
Combination Trucks 0.038 0.065 0.036

S o u r c e :  The Quick Response Freight Manual, S e p t e m b e r  1 9 9 6 ,  F e d e r a l  H i g h w a y  A d m i n is tr a t io n

T o  e s t i m a t e  t r u c k  t r a f f i c  i n  t h e  P o r t  M a c K e n z i e  T A Z s  ( a n t i c i p a t e d  t o  h a v e  a n  e s p e c i a l l y  h i g h  

n u m b e r  o f  t r u c k  t r i p s ) ,  t h e  s t u d y  t e a m  b a s e d  t h e  e s t i m a t e s  o n  t r u c k  t r a f f i c  e s t i m a t e s  a v a i l a b l e  f o r  

t h e  A M A T S  m o d e l  f r o m  t h e  i n d u s t r i a l  a r e a  o f  c e n t r a l  A n c h o r a g e  ( b e t w e e n  O l d  S e w a r d  

H i g h w a y ,  M i n n e s o t a  D r i v e ,  D i a m o n d  B l v d ,  a n d  I n t e r n a t i o n a l  A i r p o r t  R o a d .  T h i s  a r e a  h a s  h e a v y  

i n d u s t r i a l  l a n d  u s e s ,  a n d  i s  c h a r a c t e r i z e d  b y  t r u c k  t r a f f i c  s e r v i n g  g r a v e l  d i s t r i b u t i o n ,  b u s i n e s s e s ,  

a n d  w a r e h o u s i n g .  T h e  s t u d y  t e a m  a s s u m e d  t h a t  P o r t  M a c K e n z i e  w o u l d  h a v e  a  s i m i l a r  m i x  o f  

l a n d  u s e s  a n d  t r u c k  t r i p  g e n e r a t i o n / t r a f f i c .  T h i s  A M A T S  t r u c k  i n f o r m a t i o n  w a s  e v a l u a t e d  

a g a i n s t  e m p l o y m e n t  e s t i m a t e s  f o r  P o r t  M a c K e n z i e ,  p o r t  r e l a t e d  t r i p  g e n e r a t i o n s  r a t e s  f r o m  t h e  

I n s t i t u t e  o f  T r a n s p o r t a t i o n  E n g i n e e r s  a n d  t h e  P o r t  o f  A n c h o r a g e  t r u c k  g e n e r a t i o n  r a t e s  t o  i d e n t i f y  

t r u c k  g e n e r a t i o n  r a t e s  f o r  P o r t  M a c K e n z i e .

T h e  P o r t  M a c K e n z i e  T A Z  i s  e s t i m a t e d  t o  h a v e  1 4 . 2 %  o f  t h e  t r i p s  a s  t r u c k  t r i p s ,  w i t h  1 2 %  o n  t h e  

K A C .  F i g u r e  1  s h o w s  a  s c r e e n  c a p t u r e  f r o m  t h e  t r a f f i c  m o d e l  s h o w i n g  t h e  t r u c k  t r i p  p e r c e n t a g e s  

i n  t h e  m o d e l e d  n e t w o r k  i n  t h e  v i c i n i t y  o f  t h e  c r o s s i n g .  O v e r a l l ,  a b o u t  s e v e n  p e r c e n t  o f  t h e  t r i p s  

i n  t h e  m o d e l e d  n e t w o r k  a r e  t r u c k  t r i p s
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Figure 1: Modeled Truck Traffic as a Percent of ADT

% Trucks

5.5 Trip Distribution
W i t h  t h e  a b o v e  t r i p  g e n e r a t i o n ,  t h e  n u m b e r  o f  t r i p s  g e n e r a t e d  b y  e a c h  T A Z  i s  t h e n  d i s t r i b u t e d  

b e t w e e n  a l l  z o n e s .  T r i p  d i s t r i b u t i o n  i s  t h e  p r o c e s s  t h a t  l i n k s  t h e  p r o d u c t i o n s  ( h o u s e h o l d s )  t o  

a t t r a c t i o n s  ( e m p l o y m e n t )  f o r  e a c h  z o n a l  p a i r .  I t  i s  t h e s e  t r i p  d e m a n d s  t h a t  m u s t  b e  

a c c o m m o d a t e d  b y  t h e  t r a n s p o r t a t i o n  s y s t e m ,  a n d  w h i c h  a r e  m o d e l e d  o n  t h e  r o a d w a y  n e t w o r k .

T h e  t r i p  d i s t r i b u t i o n  p r o c e s s  u t i l i z e s  a  g r a v i t y  ( t h e  m o s t  c o m m o n  t r i p  d i s t r i b u t i o n  m o d e l )  m o d e l  

t o  d e f i n e  t h e  t r i p  i n t e r c h a n g e s  b e t w e e n  z o n e s .  T r i p s  a r e  d i s t r i b u t e d  b y  e a c h  o f  t h e  f i v e  t r i p  

p u r p o s e s .  A  s u m m a r y  o f  t r i p s  b y  p u r p o s e  a n d  a v e r a g e  t r i p  l e n g t h  f r o m  t h e  m o d e l  i s  s h o w n  i n  

Table 5.

7
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Table 5. Vehicle Trip Summary

Trip Purpose Total Trips Percent Trips Average Trip Length 
(minutes)

Home-Based Work 176,006 20.7% 17.47
Home-Based Other 380,315 44.8% 7.87
Non-Home Based 238,998 28.1% 7.87
Single-Unit Trucks 39,121 4.6% 11.10
Combination Trucks 14,755 1.7% 13.80

6.0 BASE YEAR TRAFFIC ASSIGNMENT AND VALIDATION

T h e  t r a n s p o r t a t i o n  m o d e l  w a s  c a l i b r a t e d  a n d  v a l i d a t e d  t o  e x i s t i n g  c o n d i t i o n s  a g a i n s t  r e c e n t  

t r a f f i c  c o u n t s  f r o m  p u b l i s h e d  D O T & P F  a n d  A n c h o r a g e  a n d  M a t - S u  t r a f f i c  d a t a .  T h e  e s t i m a t e d  

m o d e l  t r a f f i c  v o l u m e s  w e r e  c o m p a r e d  a g a i n s t  t h e  g r o u n d  c o u n t s  t o  e n s u r e  t h e  m o d e l ’ s  a b i l i t y  t o  

r e a s o n a b l y  r e p l i c a t e  e x i s t i n g  t r a f f i c  c o n d i t i o n s .  T h e  m o d e l  v a l i d a t i o n  i n c l u d e s  s e v e r a l  

p e r f o r m a n c e  m e a s u r e s  a n d  e s t a b l i s h e d  g u i d e l i n e s  f o r  a l l o w a b l e  e r r o r s  t h a t  i n c l u d e  s c r e e n l i n e s ,  

p e r c e n t  a s s i g n m e n t  e r r o r ,  a n d  r o o t  m e a n  s q u a r e  e r r o r  ( R M S E ) .

6.1 Screenline Analysis
S c r e e n l i n e s  o r  c o r d o n  l i n e s  a r e  l i n e s  t h a t  c r o s s  a  n u m b e r  o f  n e t w o r k  l i n k s  a n d  a r e  u s e d  t o  

e v a l u a t e  m a j o r  t r i p  m o v e m e n t s  a c r o s s  t h e  r o a d w a y  n e t w o r k .  S c r e e n l i n e  a n a l y s i s  e x a m i n e s  

d i f f e r e n c e s  b e t w e e n  e x i s t i n g  t r a f f i c  c o u n t s  a n d  t h e  b a s e  y e a r  m o d e l e d  a s s i g n m e n t  o f  t r i p s  t o  

d e t e r m i n e  t h e  o v e r a l l  a c c u r a c y  o f  t h e  m o d e l .

T h e  N C H R P  R e p o r t  N u m b e r  2 5 5  c i t e s  a c c e p t a b l e  l e v e l s  o f  e r r o r  b a s e d  o n  s c r e e n l i n e s  a n d  

m a x i m u m  d e s i r a b l e  d e v i a t i o n .  Figure 2 g r a p h i c a l l y  p r e s e n t s  t h i s  p e r c e n t  d e v i a t i o n .  A s  c a n  b e  

s e e n ,  t h e  d e v i a t i o n  i s  h i g h e r  o n  l o w  v o l u m e  r o a d s  w h e r e  a  l a r g e  p e r c e n t a g e  o f  d e v i a t i o n  w i l l  n o t  

h a v e  m a j o r  t r a f f i c  i m p l i c a t i o n s .  C o n v e r s e l y ,  f o r  h i g h e r  v o l u m e  f a c i l i t i e s  a  s m a l l e r  d e v i a t i o n  o f  

m o d e l e d  l e v e l s  t o  a c t u a l  c o u n t s  i s  r e q u i r e d .

Figure 2: Maximum Desirable Deviation in Total Screenline Volume

S 25 45 65 85 105 125 145 165 1SS 200
Total Screenline Traffic (1000'S)

Source: NCHRP Report #255 p.41 (cited in C alib ration  and  
Adjustm ent o f  System P lan n in g  Models, 1990, FHWA)
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F o r  t h e  K A C  m o d e l ,  2 1  s c r e e n l i n e s  w e r e  c r e a t e d .  Attachment 3  i l l u s t r a t e s  t h e  s c r e e n l i n e  

l o c a t i o n s .  Table 6 r e p o r t s  t h e  s c r e e n l i n e  r e s u l t s  a n d  s h o w s  t h a t  a l l  o f  t h e  s c r e e n l i n e s  a r e  w i t h i n  

t h e  F H W A  g u i d e l i n e s .

T a b l e  6 .  S c r e e n l i n e  A n a l y s i s  S u m m a r y

Screenline
Number Traffic Count Model Volume % Difference FHWA Allowable 

% Deviation
1 58,545 56,875 -3% 21%

2 67,884 59,257 -13% 19%

3 76,552 76,832 0% 16%

4 175,621 169,606 -3% 15%

5 107,633 98,444 -9% 15%

6 147,310 141,628 -4% 15%

7 116,211 118,686 2% 15%

8 201,117 192,848 -4% 15%

9 19,390 19,760 2% 37%

10 25,363 28,802 14% 28%

11 195,504 211,765 8% 15%

12 229,440 212,444 -7% 15%

13 95,233 92,500 -3% 15%

14 34,768 29,967 -14% 25%

15 26,989 26,943 0% 28%

16 16,358 18,058 10% 37%

17 17,870 22,123 24% 37%

18 23,846 27,537 15% 28%

19 35,358 39,685 12% 25%

20 32,602 30,194 -7% 25%

21 15,500 15,728 1% 37%

Total 1,719,094 1,689,682 -1.7%

6.2 Performance Measures
T h e  F e d e r a l  H i g h w a y  A d m i n i s t r a t i o n  ( F H W A )  r e p o r t  C alib ratio n  an d  A djustm ent o f  System 

P la n n in g  M odels, 1 9 9 0 ,  w a s  r e l i e d  u p o n  e s t a b l i s h i n g  a c c e p t a b l e  e r r o r  l i m i t s  i n  t h e  K A C  m o d e l .  

T h e  F H W A  a c c e p t a b l e  e r r o r  l i m i t s  f o r  d a i l y  v o l u m e s  b y  f a c i l i t y  t y p e  ( m o d e l e d  v o l u m e s  v e r s e s  

a c t u a l  v o l u m e s )  a r e  s h o w n  i n  Table 7.

T a b l e  7 .  P e r c e n t  E r r o r  D i f f e r e n c e  

f o r  D a i l y  T r a f f i c  V o l u m e s  b y  F a c i l i t y  T y p e

Facility Type FHWA Acceptable Error Limits
Freeway ±7%

Major Arterial ± 10%
Minor Arterial ± 15%

Collector + 25%
Source: C alib ra tion  and  Adjustm ent o f  System P la n n in g  Models, 1990, F H W A
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Table 8 s h o w s  t h e  a c c e p t a b l e  e r r o r  a n d  a c t u a l  e r r o r  f o r  a c t u a l  t r a f f i c  c o u n t s  v e r s u s  m o d e l  

a s s i g n m e n t  o f  t r i p s  f o r  t h e  d i f f e r e n t  f a c i l i t y  t y p e s .  A l t h o u g h  t h e  K A C  m o d e l  c o m p r i s e s  s l i g h t l y  

d i f f e r e n t  f a c i l i t y  t y p e s  t h a n  s h o w n  i n  Table 8, t h e  K A C  c l a s s i f i c a t i o n s  w e r e  r e g r o u p e d  t o  

p r o v i d e  a  c o m p a r i s o n  t o  t h e  F H W A  e r r o r  l i m i t s .  B a s e d  o n  t h i s  t a b l e ,  t h e  t r a v e l  d e m a n d  m o d e l  i s  

w i t h i n  t h e  F W H A  a c c e p t a b l e  e r r o r  l i m i t s  f o r  f a c i l i t y  t y p e s .

T a b l e  8 .  A c c e p t a b l e  E r r o r  V e r s u s  A c t u a l  E r r o r

Facility Type FHWA Acceptable Error Limits Actual Error
Freeway ±7% -1%

Major Arterial ± 10% -10%
Minor Arterial ±15% -11%

Collector ± 25% -17%
Overall N/A -10%

A n o t h e r  u s e f u l  p e r f o r m a n c e  m e a s u r e  f o r  g a u g i n g  t h e  v a l i d i t y  o f  a  t r a f f i c  m o d e l  i s  t h e  R o o t  M e a n  

S q u a r e  E r r o r  ( R M S E ) .  T h e  R M S E  m e a s u r e s  t h e  d e v i a t i o n  b e t w e e n  t h e  a c t u a l  t r a f f i c  c o u n t s  a n d  

m o d e l e d  t r a f f i c  a s s i g n m e n t s .  A l t h o u g h  t h e r e  a r e  n o  m o d e l i n g  g u i d e l i n e s  f o r  t h i s  m e a s u r e ,  g o o d  

p r a c t i c e  i n c l u d e s  c a l i b r a t i n g  a n d  v a l i d a t i n g  a  m o d e l  w i t h  a  R M S E  o f  3 5 %  o r  l o w e r .  T h e  o v e r a l l  

R M S E  b y  f a c i l i t y  t y p e  i s  s h o w n  i n  Table 9. T h e  o v e r a l l  R M S E  f o r  t h e  K A C  m o d e l  i s  

a p p r o x i m a t e l y  2 9 % ,  w h i c h  i s  c o n s i d e r a b l y  l o w e r  t h a n  t h e  c o m m o n l y  a c c e p t e d  p r a c t i c e  o f  3 5 %  

a n d  i s  r e f l e c t i v e  o f  h o w  w e l l  t h e  m o d e l  i s  v a l i d a t e d .

T a b l e  9 .  P e r c e n t  R o o t  M e a n  S q u a r e  E r r o r

Facility Type Percent RMSE
Freeway 10.4%

Major Arterial 22.8%
Minor Arterial 34.8%

Collector 54.6%
Overall 28.6%

A n o t h e r  p e r f o r m a n c e  m e a s u r e  f o r  m o d e l  a c c u r a c y  i s  t h e  c o e f f i c i e n t  o f  d e v i a t i o n  o r  R 2 . T h i s  

m e a s u r e  c o m p a r e s  t h e  o v e r a l l  l i n e a r  r e g r e s s i o n  b e t w e e n  t h e  a c t u a l  t r a f f i c  c o u n t s  a n d  m o d e l  

a s s i g n m e n t  v o l u m e s .  F e d e r a l  g u i d e l i n e s  i n d i c a t e  t h a t  t h e  R 2  v a l u e  b e  0 . 8 8  o r  h i g h e r .  T h e  

Figure 3  s c a t t e r g r a m  i l l u s t r a t e s  t h e  t r a f f i c  c o u n t s  v e r s u s  m o d e l  a s s i g n m e n t  i n  a d d i t i o n  t o  t h e  

F H W A  d e s i r a b l e  d e v i a t i o n  c u r v e s  b a s e d  o n  Figure 2 .  T h e  R 2  f o r  t h e  K A C  m o d e l  i s  0 . 9 2  w h i c h  

e x c e e d s  t h e  f e d e r a l  g u i d e l i n e s .
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F i g u r e  3 :  M o d e l  A s s i g n m e n t  v s .  T r a f f i c  C o u n t s

Daily Traffic Count

B a s e d  o n  t h e  a b o v e  s t a t i s t i c a l  m e a s u r e s ,  t h e  m o d e l  w a s  c o n s i d e r e d  t o  b e  v a l i d a t e d  a n d  f u t u r e  

t r a f f i c  f o r e c a s t s  w e r e  d e v e l o p e d .  Attachment 4 s h o w s  t h e  b a s e  y e a r  t r a f f i c  v o l u m e s  a n d  v o l u m e  

o v e r  c a p a c i t y  r a t i o s .

7.0 FUTURE YEAR TRAFFIC FORECASTS

N e x t ,  t r a f f i c  f o r e c a s t s  w e r e  d e v e l o p e d  u s i n g  t h e  v a l i d a t e d  b a s e  y e a r  K A C  t r a v e l  m o d e l .  T h e r e  a r e  

t w o  p r i m a r y  c o m p o n e n t s  u s e d  i n  t h e  t r a v e l  d e m a n d  m o d e l  t o  d e v e l o p  f o r e c a s t  t r a f f i c  v o l u m e s  1 )  

p r o g r a m m e d  a n d  p l a n n e d  r o a d w a y  i m p r o v e m e n t s  a n d  2 )  s o c i o e c o n o m i c  f o r e c a s t s  d i s t r i b u t e d  b y  

T A Z .  T h e  f o l l o w i n g  m e t h o d o l o g y  d e s c r i b e s  t h e  p r o c e s s  u s e d  t o  d e r i v e  t h e  t r a f f i c  f o r e c a s t s  a n d  

f o r  t e s t i n g  v a r i o u s  K n i k  A r m  c r o s s i n g  i m p r o v e m e n t s .

T w o  f o r e c a s t  h o r i z o n  y e a r s  w e r e  d e v e l o p e d ;  2 0 2 5  a n d  2 0 3 0 .  T h e  2 0 2 5  f o r e c a s t  w a s  c r e a t e d  

b e c a u s e  b o t h  t h e  M a t - S u  a n d  A M A T S  c u r r e n t  L R T P ’ s  a r e  b a s e d  o n  t h i s  h o r i z o n  y e a r .  T h i s  

a l l o w e d  t e s t i n g  o f  t h e  K A C  p r o j e c t  a l t e r n a t i v e s  w i t h  t h e  o t h e r  p l a n n e d  i m p r o v e m e n t s  w h i c h  h a d  

a l r e a d y  b e e n  f o r e c a s t  a s  b e i n g  n e e d e d  f o r  t h e  t w o  r e s p e c t i v e  L R T P s .  F o r  t h e  K A C  s t u d y ,  a  2 0 3 0  

h o r i z o n  y e a r  w a s  r e q u i r e d  a s  p a r t  o f  t h e  E I S  ( 2 0  y e a r s  p a s t  t h e  a n t i c i p a t e d  o p e n i n g  d a t e  o f  2 0 1 0 ) .

7.1 Roadway Network Forecasts
T h e  K A C  m o d e l e d  r o a d w a y  n e t w o r k  w a s  u p d a t e d  t o  r e f l e c t  p l a n n e d  a n d  p r o g r a m m e d  r o a d w a y  

i m p r o v e m e n t s  b a s e d  o n  a v a i l a b l e  i n f o r m a t i o n  f r o m  e a c h  o f  t h e  l o c a l  j u r i s d i c t i o n ’ s  p r o p o s e d
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2 0 2 5  L R T P ’ s .  T h e  K A C  b a s e  m o d e l  w a s  s i m i l a r l y  u p d a t e d  t o  r e f l e c t  t h e s e  p l a n n e d  

i m p r o v e m e n t s  i n c l u d i n g  n e w  r o a d w a y  f a c i l i t i e s ,  u p g r a d e d  r o a d w a y  c l a s s i f i c a t i o n s ,  a n d  a l s o  

r o a d w a y  w i d e n i n g  w i t h  a d d i t i o n a l  l a n e s  b a s e d  o n  t h e  L R T P s .

B e c a u s e  n o  l o n g  r a n g e  r o a d w a y  p l a n s  a r e  i n  p l a c e  b e y o n d  2 0 2 5 ,  t h e  2 0 2 5  p l a n n e d  r o a d w a y  

n e t w o r k s  f o r  e a c h  j u r i s d i c t i o n  w e r e  r e l i e d  u p o n  f o r  t h e  2 0 3 0  f o r e c a s t s .  H o w e v e r ,  t h e  

s o c i o e c o n o m i c  c o n d i t i o n s  r e f l e c t  a n  a d d i t i o n a l  5 - y e a r  g r o w t h  p e r i o d  f r o m  2 0 2 5  t o  2 0 3 0  b e y o n d  

w h a t  t h e  n e t w o r k s  a r e  c u r r e n t l y  p l a n n e d  t o  a c c o m m o d a t e  b y  t h e  l o c a l  g o v e r n m e n t s .

7.2 Socioeconomic Forecasts
I S E R  f o r e c a s t s  o f  p o p u l a t i o n  a n d  e m p l o y m e n t  w e r e  r e l i e d  u p o n  f o r  r e g i o n a l  c o n t r o l  t o t a l s  i n  

d e v e l o p i n g  t h e  f u t u r e  T A Z  s o c i o e c o n o m i c  d a t a .  S e e  t h e  S c e n a r i o  D e v e l o p m e n t  T e c h n i c a l  

R e p o r t  ( N E I  2 0 0 5 )  a n d  t h e  p o p u l a t i o n  a n d  e m p l o y m e n t  f o r e c a s t s  p r e p a r e d  f o r  t h e  p r o j e c t  ( I S E R  

2 0 0 5  -  A p p e n d i x  G )  f o r  m o r e  d e t a i l s .  T w o  s e p a r a t e  f o r e c a s t s  w e r e  d e v e l o p e d  f o r  e a c h  h o r i z o n  

y e a r  ( o n e  w i t h  a  K A C  c r o s s i n g  a n d  o n e  w i t h o u t  a  K A C  c r o s s i n g ) .  A  ‘ w i t h ’ a n d  ‘ w i t h o u t ’ K n i k  

A r m  c r o s s i n g  w e r e  d e r i v e d  s i n c e  t h e  a c c e s s i b i l i t y  b e t w e e n  t h e  P o i n t  M c K e n z i e ,  M a t - S u ,  a n d  

A n c h o r a g e  w o u l d  i n f l u e n c e  s h i f t s  i n  l a n d  u s e  g r o w t h  p a t t e r n s  a n d  p o p u l a t i o n ,  a n d  c o n s e q u e n t l y  

t r a v e l  p a t t e r n s  a n d  v o l u m e s .

U t i l i z i n g  t h e  I S E R  r e g i o n a l  f o r e c a s t s ,  t h e  r e g i o n a l  p o p u l a t i o n  a n d  e m p l o y m e n t  f o r e c a s t s  w e r e  

a l l o c a t e d  i n t o  t h e  T A Z s .  S e e  t h e  C o n strain t M apping M ethodology (A ppendix D ) a n d  the Knik 

Arm  L and Use A llocation P ro ced u res M em orandum , a n d  M em orandum , D ocum entation o f  M at­

Su L and Use E stim ation P ro cess (A ppendix H ).

7.3 Traffic Forecasts
A f t e r  t h e  2 0 2 5  a n d  2 0 3 0  d i s t r i b u t i o n  o f  h o u s i n g  a n d  e m p l o y m e n t  w e r e  i n p u t  i n t o  t h e  T A Z  

s t r u c t u r e  o f  t h e  K A C  p r o j e c t  m o d e l  a n d  t h e  2 0 2 5  p l a n n e d  r o a d w a y  n e t w o r k s  w e r e  a d d e d ,  t h e  

v a r i o u s  K A C  p r o j e c t  c o r r i d o r s  a n d  a l t e r n a t i v e s  w h i c h  w e r e  u n d e r  c o n s i d e r a t i o n  w e r e  

i n c o r p o r a t e d  t o  p r o d u c e  f o r e c a s t s  f o r  b o t h  2 0 2 5  a n d  2 0 3 0 .  T h e  p r o j e c t  f o r e c a s t s  w e r e  u s e d  t o  

e v a l u a t e  l o g i c a l  t e r m i n i ,  d e f i n e  p r o j e c t  d e s i g n  n e e d s  ( e . g .  n u m b e r s  o f  l a n e s ,  r a m p s ,  e t c . ) ,  a n d  

e v a l u a t e  t h e  p e r f o r m a n c e  o f  t h e  o p t i o n s  u n d e r  c o n s i d e r a t i o n  f o r  r e a s o n a b l e n e s s .  T h i s  s e c t i o n  

d e s c r i b e s  t h e  m o d e l i n g  e v a l u a t i o n  p r o c e s s  f o r  t h e  N o  A c t i o n  a n d  t h e  b u i l d  a l t e r n a t i v e s  u n d e r  

c o n s i d e r a t i o n .

7.3.1 KAC No Action Alternative
T h e  2 0 3 0  N o  A c t i o n  a l t e r n a t i v e  w a s  d e v e l o p e d  u s i n g  t h e  2 0 2 5  L R T P  n e t w o r k s  f r o m  e a c h  l o c a l  

j u r i s d i c t i o n  w i t h  t r a f f i c  b a s e d  o n  2 0 3 0  s o c i o e c o n o m i c  p r o j e c t i o n s  w i t h o u t  t h e  c r o s s i n g ,  F i g u r e  4  

a n d  F i g u r e  5 .
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B e c a u s e  a  K n i k  A r m  F e r r y  i s  p r o g r a m m e d  t o  b e  o p e r a t i o n a l  i n  2 0 0 7  a n d  t h e  B o r o u g h  i n d i c a t e s  a  

s e c o n d  f e r r y  i s  l i k e l y  t o  o p e r a t i o n a l  w i t h i n  t h e  2 0 3 0  t i m e  h o r i z o n ,  a  K n i k  F e r r y  w a s  i n c o r p o r a t e d  

i n t o  t h e  K A C  m o d e l  f o r  t h e  f o r e c a s t e d  N o  A c t i o n  a l t e r n a t i v e .  T o  r e p l i c a t e  t h e  f e r r y  c r o s s i n g ,  a  

l i n k  w a s  i n c o r p o r a t e d  i n t o  t h e  t r a v e l  m o d e l  w i t h  a  t r a v e l  t i m e  o f  3 0  m i n u t e s  t o  r e f l e c t  t h e  f e r r y  

c r o s s i n g  t i m e  e s t i m a t e d  b y  t h e  M a t - S u .  T h e  d e m a n d  o n  t h a t  c r o s s i n g  w a s  c a l i b r a t e d  t o  r e f l e c t  

t h e  p l a n n e d  c a p a c i t y  o f  t h e  B o r o u g h ’ s  t w o - b o a t  s y s t e m  ( a p p r o x i m a t e l y  2 5 - 3 0  v e h i c l e s  p e r  f e r r y ) .

7.3.2 KAC Build Scenarios
T h e  2 0 3 0  b u i l d  f o r e c a s t s  w e r e  d e v e l o p e d  u s i n g  t h e  2 0 2 5  L R T P  n e t w o r k s  f r o m  e a c h  l o c a l  

j u r i s d i c t i o n  w i t h  t r a f f i c  b a s e d  o n  2 0 3 0  s o c i o e c o n o m i c  p r o j e c t i o n s  w i t h  a  c r o s s i n g .

M at-S u  A pproach

L o g ical T erm ini a n d  E n g in e erin g  R efinem ent. T h e  K A C  t r a f f i c  m o d e l  w a s  f i r s t  u s e d  t o  

d e t e r m i n e  t h e  l o g i c a l  t e r m i n i  o f  t h e  p r o j e c t  a n d  t h e n  t o  h e l p  r e f i n e  t h e  e n g i n e e r i n g  r e q u i r e m e n t s  

t o  a c c o m m o d a t e  t h e  a n t i c i p a t e d  2 0  y e a r s  o f  g r o w t h .  T o  r e f i n e  t h e  t e r m i n i  o f  t h e  p r o j e c t  o n  t h e  

M a t - S u  s i d e  o f  t h e  c r o s s i n g ,  t h e  p r o j e c t  w a s  f i r s t  m o d e l e d  w i t h  n o  i m p r o v e m e n t s  t o  P o i n t  

M a c K e n z i e  R o a d .  F r o m  t h e  m o d e l i n g  r e s u l t s  i t  w a s  e v i d e n t  t h a t  a d d i t i o n a l  l a n e s  w e r e  g o i n g  t o  

b e  n e e d e d  a n d  t h a t  t h e  p r o j e c t  w o u l d  n e e d  t o  b e  e x t e n d e d  b e y o n d  t h e  b o u n d a r y  o f  P o r t  

M a c K e n z i e .

F i g u r e s  4  a n d  5  s h o w  a  s c r e e n  c l i p  f r o m  t h e  m o d e l  r u n s  s h o w i n g  P o i n t  M a c K e n z i e  R o a d  

o v e r c a p a c i t y  ( r e d  r o a d w a y  s e g m e n t s )  w h e n  r u n  t h r o u g h  t h e  m o d e l  a s  a  t w o - l a n e  f a c i l i t y .

F i g u r e  4 :  F i g u r e  5 :

I n i t i a l  2 0 2 5  T r a v e l  F o r e c a s t  I n i t i a l  2 0 3 0  T r a v e l  F o r e c a s t
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E s s e n t i a l l y  t h e  c a p a c i t y  c o m p a r e d  t o  t h e  f o r e c a s t  v o l u m e s  o n  P o i n t  M a c K e n z i e  R o a d  w o u l d  b e  

i n s u f f i c i e n t  b y  2 0 2 5  i f  o n l y  2  l a n e s  w e r e  p r o v i d e d .  D u e  t o  t h e  l e v e l  o f  c o n g e s t i o n  a l o n g  P o i n t  

M a c K e n z i e  R o a d  a s  2 - l a n e  f a c i l i t y ,  K A B A T A  d e c i d e d  t o  u p g r a d e  t h e  r o a d w a y  t o  4  l a n e s  a s  p a r t  

o f  t h e  p r o j e c t .

M o r e o v e r ,  F i g u r e  5  i n d i c a t e s  h o w  f a r  n o r t h  a l o n g  P o i n t  M a c K e n z i e  R o a d  t h e  c o n g e s t i o n  w o u l d  

b e  f o r e c a s t  t o  o c c u r  i f  t h e  f a c i l i t y  w e r e  t o  r e m a i n  2  l a n e s  t h r o u g h  2 0 3 0 .  I t  w a s ,  i n  p a r t ,  t h i s  

a n a l y s i s  t h a t  l e a d  t o  t h e  d e c i s i o n  t o  p l a n  t h e  f a c i l i t y  f o r  f o u r  l a n e s  a n d  t o  m o v e  t h e  t e r m i n i  o f  t h e  

p r o j e c t  t o  t h e  i n t e r s e c t i o n  o f  P o i n t  M a c K e n z i e  R o a d  a n d  B u r m a  R o a d .

F i g u r e  6  s h o w s  a n  a n a l y s i s  a l o n g  P o i n t  M a c K e n z i e  R o a d  a s s u m i n g  t h a t  g r o w t h  o c c u r s  i n  a n  

e x p o n e n t i a l  m a n n e r .  T h e  r e d  h o r i z o n t a l  l i n e s  i n d i c a t e  p l a n n i n g - l e v e l  r o a d w a y  c a p a c i t i e s  o f  P o i n t  

M a c K e n z i e  R o a d  g i v e n  v a r i o u s  p o t e n t i a l  i m p r o v e m e n t s .  F o r e c a s t  t r a f f i c  l e v e l s  a t  t h r e e  l o c a t i o n s  

a l o n g  t h e  r o a d  a r e  p l o t t e d  a s  b a r s ;  i n  t h e  P o r t  M a c K e n z i e  D i s t r i c t  ( y e l l o w ) ,  H o l s t e i n  A v e n u e  i . e .  

m i d w a y  b e t w e e n  t h e  p o r t  a n d  B u r m a  R o a d  ( m a r o o n ) ,  a n d  a t  B u r m a  R o a d  ( b l u e ) .  W h e r e  t h e  

g r o w t h  i n  t r a f f i c  ( b a r s )  c r o s s e s  t h e  c a p a c i t y  l e v e l s ,  t h e  a n t i c i p a t e d  y e a r  w h e n  t h e  f a c i l i t y  i s  

f o r e c a s t  t o  h a v e  r e a c h e d  c a p a c i t y  c a n  b e  d e t e r m i n e d .  T h e  g r a p h  i n d i c a t e s  t h a t  a  4 - l a n e  u n d i v i d e d  

f a c i l i t y  w i l l  h a v e  s u f f i c i e n t  c a p a c i t y  f o r  t h e  e n t i r e  p r o j e c t  e x c e p t  w i t h i n  t h e  P o r t  D i s t r i c t  p r o p e r  

s t a r t i n g  i n  a b o u t  2 0 2 4  t o  2 0 2 5 .  A t  t h a t  t i m e  a d d i t i o n a l  c a p a c i t y  m a y  b e  r e q u i r e d .  B a s e d  o n  t h i s  

a n a l y s i s  a n d  c o n s u l t a t i o n  w i t h  t h e  M a t - S u ,  K A B A T A  a g r e e d  t o  p l a n  f o r  a  d i v i d e d  r o a d w a y  a n d  

f r o n t a g e  r o a d s  t o  f u l l y  a c c o m m o d a t e  t h e  f o r e c a s t  i n  t r a v e l  t h r o u g h  t h e  P o r t  D i s t r i c t .

F i g u r e  6 :

P o i n t  M a c k e n z i e  R o a d  C a p a c i t y  A n a l y s i s
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A d d i t i o n a l l y ,  t h e  K A C  m o d e l  w a s  a l s o  t e s t e d  w i t h  t h e  i n c o r p o r a t i o n  o f  t h e  “ W i l l o w  C o n n e c t o r ”  

t o  d e t e r m i n e  i f  t h a t  r o u t e  w o u l d  a f f e c t  t h e  c o r r i d o r  d e m a n d  i n  a  m a j o r  w a y  a n d  a l s o  w h e t h e r  t h i s  

r o u t e  w o u l d  a l l e v i a t e  t h e  p o t e n t i a l  c o n g e s t i o n  f o r e c a s t  f o r  P o i n t  M a c K e n z i e  R o a d .  T h e  “ W i l l o w  

C o n n e c t o r ”  w a s  b a s e d  o n  t h e  C o r r i d o r  3  a l i g n m e n t  f r o m  t h e  M atanuska S usitna B orough R ail 

C o rrid o r Study, J u n e  2 0 0 3 ,  T r y c k  N y m a n  H a y e s ,  I n c .  T h i s  c o r r i d o r  t r a v e r s e s  n o r t h - s o u t h  f r o m  

P o r t  M a c K e n z i e  t o  t h e  P a r k s  H i g h w a y  w e s t  o f  W i l l o w .  T h e  r e s u l t i n g  m o d e l  f o r e c a s t s  o f  t h i s  

r o u t e  i n d i c a t e d  l o w  v e h i c u l a r  t r a v e l  d e m a n d  a l o n g  t h i s  f a c i l i t y  a n d  i n  s u b s e q u e n t  d i s c u s s i o n s  

w i t h  A D O T  a n d  t h e  M a t - S u ,  i t  w a s  d e t e r m i n e d  t h a t  t h i s  r o a d  w o u l d  n o t  b e  a n t i c i p a t e d  t o  b e  

f u n d e d  w i t h i n  t h e  2 0 3 0  h o r i z o n  y e a r  o f  t h e  K A C  p r o j e c t ,  n o r  w o u l d  i t  b e  i n c l u d e d  i n  t h e  M a t -  

S u ’ s  L R T P .  T h e r e f o r e ,  t h e  W i l l o w  C o n n e c t o r  w a s  n o t  i n c l u d e d  a s  p a r t  o f  t h e  K A C  f o r e c a s t  

m o d e l .

A n ch o rag e A p p ro ach es

In itia l S creen in g . S e v e n  c o n n e c t i o n  a l t e r n a t i v e s  w e r e  m o d e l e d  o n  t h e  A n c h o r a g e  s i d e .  T h e s e  

c o n n e c t i o n s  w e r e  i n i t i a l l y  c o d e d  i n  t h e  K A C  m o d e l  b a s e d  o n  g e n e r a l  c o r r i d o r  a l i g n m e n t  

a s s u m p t i o n s  a n d  w e r e  r e f i n e d  a s  a d d i t i o n a l  e n g i n e e r i n g  i n f o r m a t i o n  a n d  m o d e l i n g  r e s u l t s  

b e c a m e  a v a i l a b l e .  S e v e r a l  o f  t h e  c o r r i d o r s  h a v e  m i n o r  a l i g n m e n t  d e v i a t i o n s  ( v a r i a n t s ) .  B a s e d  o n  

t h e  l i m i t e d  s e n s i t i v i t y  o f  t h e  t r a v e l  d e m a n d  m o d e l  t o  t h e s e  r e l a t i v e  m i n o r  v a r i a t i o n s  i n  a l i g n m e n t ,  

i t  w a s  d e t e r m i n e d  i t  w a s  n o t  n e c e s s a r y  t o  m o d e l  e a c h  o n e  s e p a r a t e l y .  F o r  e x a m p l e ,  t h e  m o d e l  i s  

n o t  s e n s i t i v e  t o  w h e t h e r  t h e  r o u t i n g  o n  t h e  A n c h o r a g e  a p p r o a c h  o c c u r s  b e l o w  t h e  b l u f f  o r  a b o v e  

t h e  b l u f f ,  a n d  t h e s e  v a r i a n t s  w e r e  t h e r e f o r e  c o m b i n e d  i n  t h e  m o d e l i n g  p r o c e s s .  S i m i l a r l y ,  

v a r i a n t s  t h a t  t r a v e r s e d  t h r o u g h  P o r t  M a c K e n z i e  a n d  v a r i a n t s  i n  t h e  a p p r o a c h e s  t o  t h e  A - C  

V i a d u c t  w e r e  n o t  m o d e l e d  s e p a r a t e l y ,  b u t  w e r e  m o d e l e d  u s i n g  a  r e p r e s e n t a t i v e  a l i g n m e n t .

T h e  f o l l o w i n g  s e v e n  i n i t i a l  c o n n e c t i o n s  w e r e  m o d e l e d  o n  t h e  A n c h o r a g e  a p p r o a c h :

•  A - C  C o n n e c t i o n

•  I n g r a - G a m b e l l  C o n n e c t i o n

•  I n g r a - G a m b e l l  a n d  A - C  C o n n e c t i o n

•  P o s t  R o a d  C o r r i d o r

•  B o n i f a c e  P a r k w a y  C o r r i d o r

•  M u l d o o n  R o a d  C o r r i d o r

•  H i l a n d  R o a d  C o r r i d o r

S c r e e n i n g  a n a l y s i s  i n f o r m a t i o n  w a s  g e n e r a t e d  o u t  o f  t h e  m o d e l  f o r  a  v a r i e t y  o f  f a c t o r s  w h i c h  h a d  

b e e n  i d e n t i f i e d  f r o m  t h e  p u r p o s e  a n d  n e e d  s t a t e m e n t  f o r  t h e  p r o j e c t .  F o r  m o r e  i n f o r m a t i o n  o n  

t h e  s c r e e n i n g  p r o c e s s ,  d e v e l o p m e n t  o f  f a c t o r s ,  a n d  a l t e r n a t i v e s  s e e  t h e  S c o p i n g  S u m m a r y  R e p o r t  

( K A B A T A  2 0 0 5 ) .

A t t a c h m e n t  5  s h o w s  t h e  m o d e l  r u n s  o f  t h e s e  i n i t i a l  c o r r i d o r s  f o r  2 0 3 0  a n d  t h e  m e a s u r e s  o f  

e f f e c t i v e n e s s  t h a t  w e r e  g e n e r a t e d  f r o m  t h e  m o d e l .

L o g ic al T erm ini. I n i t i a l  m o d e l i n g  w a s  p e r f o r m e d  t o  h e l p  c o n f i r m  t h e  l o g i c a l  t e r m i n i  o n  t h e  

A n c h o r a g e  A p p r o a c h .  K A B A T A  i n i t i a l l y  p r o p o s e d  c o n n e c t i n g  t o  t h e  A - C  S t r e e t  V i a d u c t  

( b e c a u s e  i t  i s  p a r t  o f  t h e  N a t i o n a l  H i g h w a y  S y s t e m ) .  I n  a d v a n c e  o f  t h e  m o d e l  b e i n g  r e a d y ,  

K A B A T A  p e r f o r m e d  i n t e r s e c t i o n  a n a l y s i s  a t  t h e  p o t e n t i a l  r e c e i v i n g  i n t e r s e c t i o n  o n  t h e
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A n c h o r a g e  s i d e  o f  t h e  p r o j e c t  t o  i d e n t i f y  w h e t h e r  t h e r e  w o u l d  b e  i n t e r s e c t i o n  c a p a c i t y  a v a i l a b l e .  

T h e  a n a l y s i s  w a s  p e r f o r m e d  t o  i d e n t i f y  t h e  t h r e s h o l d  a t  w h i c h  t h e  i n t e r s e c t i o n s  b r e a k d o w n .  B y  

2 0 3 0 ,  i n  t h e  p . m .  p e a k  h o u r ,  c o n n e c t i o n s  t o  A - C  a l o n e  w i l l  o n l y  a c c o m m o d a t e  2 0 , 0 0 0  A D T  o n  

t h e  K n i k  A r m  C r o s s i n g ,  a s s u m i n g  n o  o t h e r  i m p r o v e m e n t s  t o  t h e  s t r e e t  n e t w o r k .  A - C  

i n t e r s e c t i o n s  h a v e  c a p a c i t y  f o r  u p  t o  3 5 , 0 0 0  v e h i c l e s  b y  a d d i n g  s o m e  t u r n  p o c k e t s .  T h e  

I n g r a / G a m b e l l  E x t e n s i o n ,  b e g i n s  t o  f a i l  i n  2 0 1 0  w i t h  o n l y  1 0 , 0 0 0  A D T  o n  t h e  K n i k  A r m  

C r o s s i n g .

A f t e r  t h e  t r a f f i c  m o d e l  w a s  r e a d y ,  i t  w a s  r u n  t o  d e t e r m i n e  w h e t h e r  t h a t  r o a d w a y  s y s t e m  h a d  

s u f f i c i e n t  c a p a c i t y  t o  a c c o m m o d a t e  t h e  d e m a n d  f o r e c a s t  o u t  t o  2 0 3 0 .  F i g u r e  7  s h o w s  a  s c r e e n  

c l i p  f r o m  t h e  m o d e l  r u n  s h o w i n g  t h a t  t h e  A - C  v i a d u c t  w o u l d  b e  o v e r c a p a c i t y  ( r e d  r o a d w a y  

s e g m e n t s )  w h e n  r u n  t h r o u g h  t h e  m o d e l  w i t h  n o  a d d i t i o n a l  i m p r o v e m e n t s .  E s s e n t i a l l y  t h e  

c a p a c i t y  c o m p a r e d  t o  t h e  f o r e c a s t  v o l u m e s  w o u l d  b e  i n s u f f i c i e n t  i f  n o  i m p r o v e m e n t s  w e r e  

p r o v i d e d .  D u e  t o  t h e  f o r e c a s t  l e v e l  o f  c o n g e s t i o n  o n  t h e  A - C  V i a d u c t ,  K A B A T A  d e c i d e d  t o  

i n c l u d e  a  c o n n e c t i o n  t o  G a m b e l l  a n d  I n g r a  S t r e e t s  a s  p a r t  o f  t h e  p r o j e c t .

F i g u r e  7 :

I n i t i a l  T r a v e l  F o r e c a s t :  A - C  V i a d u c t  A n a l y s i s
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F i g u r e  8  s h o w s  a n  a n a l y s i s  o f  t h e  a n t i c i p a t e d  t i m i n g  o f  w h e n  s u c h  a n  i m p r o v e m e n t  w o u l d  b e  

n e e d e d  a s s u m i n g  a n  e x p o n e n t i a l  g r o w t h  o f  t r a f f i c  o n  t h e  A - C  V i a d u c t .  T h e  r e d  h o r i z o n t a l  l i n e  

i n d i c a t e s  a  p l a n n i n g - l e v e l  r o a d w a y  c a p a c i t y  o f  t h e  A - C  V i a d u c t  ( w h i c h  i s  a  4 - l a n e  d i v i d e d  

r o a d w a y ) .  F o r e c a s t  t r a f f i c  l e v e l s  a r e  p l o t t e d  a s  b a r s ;  w i t h  t h e  v i a d u c t ’ s  b a c k g r o u n d  t r a f f i c  

p l o t t e d  i n  m a r o o n  a n d  t h e  c o n t r i b u t i o n  o f  t h e  K A C  p r o j e c t  a d d e d  t o  t h a t  t r a f f i c  i n  b l u e .  W h e r e  

t h e  g r o w t h  i n  t r a f f i c  ( b a r s )  c r o s s e s  t h e  r e d  c a p a c i t y  l i n e ,  t h e  a n t i c i p a t e d  y e a r  w h e n  t h e  f a c i l i t y  i s  

f o r e c a s t  t o  h a v e  r e a c h e d  c a p a c i t y  c a n  b e  d e t e r m i n e d .  T h e  g r a p h  i n d i c a t e s  t h a t  a  4 - l a n e  d i v i d e d  

v i a d u c t  w i l l  h a v e  s u f f i c i e n t  c a p a c i t y  t h o u g h  t h e  y e a r  2 0 2 1 — a t  t h a t  t i m e  a d d i t i o n a l  c a p a c i t y  

w o u l d  b e  r e q u i r e d .  B a s e d  o n  t h i s  a n a l y s i s  a n d  c o n s u l t a t i o n  w i t h  A M A T S  a n d  t h e  M O  A ,  

K A B A T A  a g r e e d  t o  i n c l u d e  a n  u l t i m a t e  c o n n e c t i o n  a c r o s s  a  v i a d u c t  t o  G a m b e l l  a n d  I n g r a  

S t r e e t s  i n  t h e  E I S .

F i g u r e  8 :

A - C  V i a d u c t  C a p a c i t y  A n a l y s i s

A/C Viaduct Analysis
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7.3.3 Reasonable Alternatives Forecasts
A f t e r  t h e  l o g i c a l  t e r m i n i  w e r e  d e t e r m i n e d  a n d  e n g i n e e r i n g  r e f i n e m e n t  w a s  c o m p l e t e d  o n  t h e  

a l t e r n a t i v e s  t h a t  w e r e  s e l e c t e d  f o r  d e t a i l e d  a n a l y s i s  i n  t h e  E I S  f i n a l  m o d e l  r u n s  w e r e  d e v e l o p e d 1 . 

T h e  m o d e l  r u n s  o f  t h e  e n g i n e e r e d ,  r e a s o n a b l e  a l t e r n a t i v e s  i n c l u d e d  m o r e  d e t a i l  o n  r a m p i n g  a n d  

i n t e r s e c t i o n  c o n f i g u r a t i o n  a n d  t h e  f i n a l  l a n e  c o n f i g u r a t i o n s  a n d  c o n n e c t i o n s .  T h e s e  m o d e l  r u n s  

w e r e  u s e d  i n  a n a l y s i s  o f  n o i s e  i m p a c t s ,  a i r  q u a l i t y  i m p a c t s ,  t r a f f i c  a n a l y s i s ,  a n d  o t h e r  i m p a c t  

a n a l y s e s  i n  t h e  E I S .  T h e  a l t e r n a t i v e s  o f  t h e  r e a s o n a b l e  a l t e r n a t i v e s  a r e  p r e s e n t e d  i n  

A t t a c h m e n t s  6  a n d  7  f o r  t h e  a l t e r n a t i v e s  c a r r i e d  f o r w a r d  f o r  t h e  y e a r s  2 0 2 5  a n d  2 0 3 0 ,  

r e s p e c t i v e l y .

1 I t  s h o u l d  b e  n o t e d  t h a t  t h e s e  s u b s e q u e n t  m o d e l  r u n s  s l i g h t l y  c h a n g e d  t h e  f o r e c a s t s  b e t w e e n  w h a t  i s  s h o w n  i n  F i g u r e s  7  a n d  8  

a n d  t h e  f o r e c a s t  u l t i m a t e l y  d e p i c t e d  i n  t h e  E I S .  T h e  r e a s o n  f o r  t h i s  i s  t h a t  a s  e n g i n e e r i n g  d e c i s i o n s  w e r e  a d d e d  t o  s u b s e q u e n t  

m o d e l  r u n s  ( l a n e s  a d d e d ,  s p e e d  l i m i t s  c h a n g e d ,  e t c )  d e m a n d  p r e d i c t e d  t h r o u g h  t h e  m o d e l  a l s o  c h a n g e d ,  T h e  c h a n g e s  m a y  a f f e c t  

t h e  t i m i n g  o f  w h e n  a d d i t i o n a l  c a p a c i t y  i m p r o v e m e n t s  m i g h t  b e  n e e d e d ,  b u t  n o t  t h e  o v e r a l l  c a p a c i t y  r e q u i r e d  t o  h a v e  a n  e f f i c i e n t l y  

o p e r a t i n g  r o a d w a y  s y s t e m .

18
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C o n ce p tu a l D iffe re n c e s  B etw een  M at-Su* & CDM S m ith * *  Po p u latio n  & E m p lo ym e n t 
______ E st im a te s  A s  In te rp re te d  by W estern  D e m o g ra p h ics , In c .* * *  -  4 / 3 0 / 1 2 ______

M at-Su Pop /  E m p lo ym e n t E stim a te s CDM S m ith  P o d  / E m p lo ym e n t E stim a te s

Purpose - To Plan and Time Capital Improvments 
Focusing on Roads Throughout the Mat-Su 

Borough

Purpose - To Estimate Bridge Toil Revenue from 
Crossings

Local Micro Economic Model Regional Macro Economic Model

Traditional Job Growth Model Linked to Local 
Conditions

Regional Model Based on Anchorage / Mat-Su 
Regional Statistical Area (RSA) Environment

Verified with Local Information from Business 
People, Realtors, Bankers, Land Use and 

Transporation Planners. Borough Ordinances and 
Community Plans

Derrived from Expected Spill-over of Anchorage 
Growth Expectations Given Housing Cost 

Differential and Housing and Industrial Land 
Shortages in Anchorage

Reconciles to 2035 IS E R  Over-all Mat-Su Growth 
Control Totals

Reconciles to 2035 IS E R  Control Totals with 
Growth Emphasis on Southwest Quadrant

Density Basis - Mat-Su Borough Density Basis - Anchorage

Nominal Domestic Water and Sewer Availability in 
KGB Corridor. Esim ates Based on On-site Well / 
Septic and Sm all-scale Utility Districts Sim ilar to 

Settler's Bay

Assum es Domestic Water and Sewer Availability 
Will Develop to Suit Prescribed Density

Sm aller Amounts of Residential in KGB Corridor Larger Amount of Residential in KGB Corridor

Sm aller Population and Employment in Port 
MacKenzie

Larger Population and Employment in Port 
MacKenzie

Sm aller Population and Employment in Greater 
Port MacKenzie

Larger Population and Employment in Greater 
Port MacKenzie

Limited Retail in Port District Larger-scale Retail in Port District - Estimates 
Predated Port Plan and Regulations

Limited Office Land Use to Serve Local Industrial 
Concerns More Extensive Office Land Uses

Less Extensive and Longer-Term Upgrades to KGB 
and PMR (Point MacKenzie Road) Proposed

More Extensive and Shorter-Term Upgrades to 
KGB and PMR (Point MacKenzie Road) Potentially 

Necessary

Linkage of PMR to North Assumed to be Burma 
Rd. North Big Lake Rd. Linkage of PMR to North Undefined

Mat-Su * - Mat-Su traffic model estim ates predominantly developed and refined by Mat-Su Traffic 
Modeling Consultant - HDR, Inc.
CDM Sm ith  ** - Form erly Wilbur Sm ith and Associates (W SA) - Estimates developed for KABATA
Western Demographics, Inc. *** - Mat-Su Borough Build-out and Demographic Consultant (W DI)

WDI Interview ed m ost parties involved in the development o f the two estimates during April o f 2012  
and observed the listed conceptual differences.
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9 0 0  C hapel S tre e t, S u ite  1 4 0 0  

N ew  H av en , CT 0 6 5 1 0  

tel: 2 0 3  8 6 5 * 2 1 9 1

fax: 2 0 3  6 2 4 - 0 4 8 4

F e b r u a r y  1 5 ,  2 0 1 3

C O N F I D E N T I A L

M r .  M i c h a e l  L .  F o s t e r ,  P . E .

C h a i r m a n  o f t h e  B o a r d  

K n i k  A r m  B r i d g e  a n d  T o l l  A u t h o r i t y  

8 2 0  E a s t  1 5 th  A v e n u e  

A n c h o r a g e ,  A l a s k a  9 9 5 0 1

S u b j e c t :  R e s p o n s e  t o  t h e  I n d e p e n d e n t  R e v i e w  o f  T r a f f i c  a n d  T o l l  R e v e n u e  P r o j e c t i o n s

b y  T i m o t h y  J a m e s  &  A s s o c i a t e s

D e a r  M r .  F o s t e r :

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  h e l p  r e s p o n d  t o  t h e  c o n f i d e n t i a l  d r a f t  m a n a g e m e n t  l e t t e r  

s u m m a r i z i n g  t h e  l e g i s l a t i v e  a u d i t ' s  p r e l i m i n a r y  f i n d i n g s .  T h i s  m a n a g e m e n t  l e t t e r  w a s  d i r e c t e d  t o  

y o u  f r o m  M s .  D a n n a  M o s e r ,  C P A ,  o f t h e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e ,  D i v i s i o n  o f  

L e g i s l a t i v e  A u d i t ,  d a t e d  F e b r u a r y  1 ,  2 0 1 3 .  O u r  r e s p o n s e  i s  t o  t h e  r e p o r t  t i t l e d  " T h e  K n i k  A r m  

C r o s s i n g :  A n  I n d e p e n d e n t  R e v i e w  o f  T r a f f i c  a n d  T o l l  R e v e n u e  P r o j e c t i o n s , "  p r e p a r e d  b y  T i m o t h y  

J a m e s  &  A s s o c i a t e s ,  d a t e d  D e c e m b e r  2 1 ,  2 0 1 2 ,  a n d  i n c l u d e d  i n  t h e  l e t t e r  a s  A t t a c h m e n t  D .

M a n y  o f  t h e  i s s u e s  c o n t a i n e d  i n  t h i s  i n d e p e n d e n t  r e v i e w  p e r t a i n  t o  t h e  a s s u m p t i o n s  t h a t  C D M  

S m i t h  u s e d  t o  p r e p a r e  t h e  t r a f f i c  a n d  t o l l  r e v e n u e  e s t i m a t e s .  S o m e  o f t h e  i s s u e s  r a i s e d  a r e  c e n t e r e d  

o n  o u r  a s s u m p t i o n s  a n d  i n p u t s  t o  t h e  t r a v e l  d e m a n d  m o d e l .  W e  h o p e  t o  c l a r i f y  t h e  r e a s o n s  b e h i n d  

t h e  a s s u m p t i o n s  w e  m a d e  a n d  t o  d e m o n s t r a t e  t h e  r e a s o n a b l e n e s s  a n d  c o n s e r v a t i v e  n a t u r e  o f  o u r  

a s s u m p t i o n s  a n d  a p p r o a c h .  T o w a r d  t h a t  e n d ,  w h i l e  w e  h a v e  m a n y  t e c h n i c a l  a n d  n o n t e c h n i c a l  

c o m m e n t s  a n d  r e a c t i o n s  t o  t h i s  i n d e p e n d e n t  r e v i e w ,  w e  w i l l  l i m i t  o u r  r e s p o n s e s  t o  t h e  " s u g g e s t e d  

c l a r i f i c a t i o n s "  a n d  " r e c o m m e n d a t i o n s ”  p r e s e n t e d  i n  t h e  c o n c l u d i n g  s e c t i o n .  W e  f i r s t  p r e s e n t  t h e  

c o m m e n t s  d i r e c t l y  f r o m  t h e  i n d e p e n d e n t  r e v i e w  i n  i t a l i c s ,  f o l l o w e d  b y  o u r  r e s p o n s e .

Suggested Clarifications from Timothy James & Associates
• The high dependence ofthe traffic and toll revenue projections on strong economic development 

and population growth in the Point MacKenzie area, north of it, and to the south and west of 
Wasilla and Houston.

T h e  t r a f f i c  a n d  t o l l  r e v e n u e  e s t i m a t e s  a s s o c i a t e d  w i t h  t h e  K n i k  A r m  C r o s s i n g  ( K A C )  a r e  b y  

d e s i g n  h i g h l y  d e p e n d e n t  o n  s o c i o - e c o n o m i c  c o n d i t i o n s  i n  t h e  P o i n t  M a c K e n z i e  a r e a .  T h i s  a r e a  

i s  e x p e c t e d  t o  e x p e r i e n c e  a  g r o w t h  s p u r t  o n c e  t h e  K A C  o p e n s  t o  t r a f f i c .
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C O N F I D E N T I A L

T h e  K A C  w i l l  c o n n e c t  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  a n d  M a t a n u s k a - S u s i t n a  ( M a t - S u )

B o r o u g h  a t  P o i n t  M a c K e n z i e .  L o w e r  M a t - S u  B o r o u g h  i s  e s s e n t i a l l y  a n  u n d e v e l o p e d  

“ g r e e n f i e l d , ”  t h a t  w i l l  g r o w  r a p i d l y  a s  a  c o n s e q u e n c e  o f t h e  K A C .  T r a v e l  b e t w e e n  t h e  t w o  

a r e a s ,  w i t h i n  e y e s i g h t  o f  e a c h  o t h e r ,  c u r r e n t l y  r e q u i r e s  u p  t o  a  9 0  m i l e  t r i p  b y  r o a d  a r o u n d  

t h e  K n i k  A r m  o f t h e  U p p e r  C o o k  I n l e t .  C o n s t r u c t i o n  o f  t h e  K A C  w i l l  s i g n i f i c a n t l y  r e d u c e  t r a v e l  

t i m e s  a n d  h a v e  a  m a j o r  i m p a c t  o n  s o c i o - e c o n o m i c  d e v e l o p m e n t  i n  l o w e r  M a t - S u  B o r o u g h  a n d  

P o i n t  M a c K e n z i e  i n  p a r t i c u l a r .  T h i s  a r e a  w i l l  b e  t r a n s f o r m e d  f r o m  l a r g e l y  o p e n  l a n d  i n t o  a  

m u c h  m o r e  d e v e l o p e d  a r e a  w i t h  r e s i d e n t i a l ,  c o m m e r c i a l ,  i n d u s t r i a l  a n d  r e t a i l  a c t i v i t y .  T h e r e  

a r e  a l r e a d y  a  n u m b e r  o f  o n - g o i n g  a n d  p l a n n e d  d e v e l o p m e n t s  ( i n c l u d i n g  t h e  P o r t ,  t h e  r a i l  l i n k  

a n d  c o r r e c t i o n a l  c e n t e r )  a n t i c i p a t i n g  t h e  K A C  o p e n i n g .  O v e r t i m e ,  l a n d  d e v e l o p m e n t  w i l l  b e  

r e o r i e n t e d  f r o m  t h e  r e c e n t  h i s t o r i c  p a t t e r n  a l o n g  t h e  u p p e r  w e s t  s i d e  o f  t h e  K n i k  A r m  o f  C o o k  

I n l e t  i n  t h e  K n i k - F a i r v i e w  a r e a  t o  M a t - S u  B o r o u g h  n e a r  t h e  K A C .  T h e  o p e n i n g  o f  t h e  K A C  w i l l  

h e l p  r e s o l v e  t h e  s h o r t a g e  o f  i n d u s t r i a l  a n d  r e s i d e n t i a l  l a n d  i n  t h e  A n c h o r a g e  b o w l .

T h e  i n f l u e n c e  o f t h e  K A C  o n  l a n d  d e v e l o p m e n t  p a t t e r n s  h a s  b e e n  r e c o g n i z e d  s i n c e  p r o j e c t  

i n c e p t i o n .  T r a n s p o r t a t i o n  p l a n n e r s  h a v e  p r e p a r e d  l a n d  d e v e l o p m e n t  p l a n s  w i t h  a n d  w i t h o u t  

t h e  K A C .  I n  2 0 0 7 ,  C D M  S m i t h  e m p l o y e d  t h e  s e r v i c e s  o f  a n  i n d e p e n d e n t  e c o n o m i s t ,  I n s i g h t  

R e s e a r c h  C o r p o r a t i o n ,  t o  p r e p a r e  f o r e c a s t s  o f  d e v e l o p m e n t .  T h e i r  w o r k  w a s  b a s e d  o n  e a r l i e r  

s t u d i e s  p e r f o r m e d  b y  N o r t h e r n  E c o n o m i c s  a n d  t h e  I n s t i t u t e  o f  S o c i a l  a n d  E c o n o m i c  R e s e a r c h  

( I S E R )  a t  t h e  U n i v e r s i t y  o f  A l a s k a .  T h e  c h i e f  e c o n o m i s t  f o r  I n s i g h t  R e s e a r c h  C o r p o r a t i o n  

v i s i t e d  A n c h o r a g e  a n d  i n t e r v i e w e d  l o c a l  d e c i s i o n  m a k e r s ,  p l a n n i n g  d i r e c t o r s  a n d  r e a l  e s t a t e  

e x p e r t s .  T h i s  r e s e a r c h  w a s  a n  i m p o r t a n t  p a r t  o f  o u r  s t u d y .  I n  2 0 1 1 ,  C D M  S m i t h  u p d a t e d  t h e  

r e s u l t s  t o  r e f l e c t  m o r e  r e c e n t  i n f o r m a t i o n  o n  p o p u l a t i o n  a n d  e m p l o y m e n t .  I n  a d d i t i o n  t o  

t h o s e  t r a v e l i n g  t o  t h e  l o w e r  M a t - S u  B o r o u g h ,  t h e  K A C  w i l l  a l s o  s e r v e  t h r o u g h  t r i p s  a n d  a c t  a s  

a  r e l i e v e r  f o r  c o n g e s t e d  r o a d s  o n  t h e  o t h e r  s i d e  o f  t h e  I n l e t ,  s p e c i f i c a l l y  t h e  G l e n n  H i g h w a y .

* T h e  d is p a r ity  b e tw e e n  a v e r a g e  a n n u a l  g r o w th  r a te  in  th e  b a s e  2 0 1 2  m e m o ra n d u m  p ro je c tio n s  
p o s t -2 0 2 0  [ a f t e r  th e  " r a m p -u p "  p e r io d  h as  e n d e d ] ( 5 .0 % )  a n d  th e  a v e ra g e  g r o w th  r a te  in A A D T  
2 0 0 1 - 2 0 1 1  f o r  G len n  H ig h w a y  a t  E k lu tn a  F la ts  is ( 1 .9 3 % ) .

I n  o r d e r  t o  c l a r i f y  t h i s  p o i n t ,  T a b l e  1  s h o w s  h i s t o r i c a l  t r a f f i c  c o u n t s  o n  G l e n n  H i g h w a y  a t  

E k l u t n a  F l a t s  a n d  t r a f f i c  f o r e c a s t s  f o r  t h e  K A C .  T h e  a v e r a g e  a n n u a l  p e r c e n t  c h a n g e  ( A A P C )  

b e t w e e n  2 0 0 1  a n d  2 0 1 1  i s  2 . 5 % ;  n o t  1 . 9 3 % .  A l s o ,  s i n c e  t h i s  t i m e  p e r i o d  i n c l u d e s  t h e  e f f e c t s  

o f t h e  G r e a t  R e c e s s i o n ,  t h e  a v e r a g e  a n n u a l  g r o w t h  r a t e  b e t w e e n  2 0 0 1  a n d  2 0 0 7  w a s  3 . 6 %  p e r  

y e a r .  T h i s  i s  p e r h a p s  m o r e  r e p r e s e n t a t i v e  o f t h e  p e r i o d .

T y p i c a l l y  t r a f f i c  v o l u m e s  o n  s t a r t - u p  f a c i l i t i e s  g r o w  f a s t e r  t h a n  t r a f f i c  v o l u m e s  o n  m o r e  

m a t u r e ,  e s t a b l i s h e d  r o a d w a y s .  T h i s  i s  a l m o s t  a l w a y s  t r u e  i n  p e r c e n t a g e  t e r m s ,  s i n c e  t h e  

v o l u m e s  a r e  l o w  t o  s t a r t  a n d  t h e  s a m e  a m o u n t  o f  g r o w t h  w i l l  b e  a  h i g h e r  p e r c e n t .  T h i s  i s  

f r e q u e n t l y  t r u e  i n  a b s o l u t e  t e r m s ,  s i n c e  i t  t a k e s  t i m e  f o r  t h e  a d v a n t a g e s  o f  a  n e w  t o l l  r o a d  t o  

b e  r e a l i z e d  ( r e f e r r e d  t o  a s  t h e  " r a m p - u p "  p e r i o d )  a n d  i t  t a k e s  e v e n  l o n g e r  t i m e  f o r  p e o p l e  t o
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a d j u s t  t h e i r  l o c a t i o n  p a t t e r n s  i n  r e s p o n s e  t o  t h e  n e w  t r a n s p o r t a t i o n  f a c i l i t y .  T h e  K A C  w i l l  

s e r v e  a s  a n  a l t e r n a t i v e  r o u t e  f o r  s o m e  t r a f f i c  c u r r e n t l y  u s i n g  t h e  G l e n n  H i g h w a y .  I t  w i l l  a l s o  

s e r v e  a  r a p i d l y  g r o w i n g  s h a r e  o f  t r a f f i c  b e t w e e n  A n c h o r a g e  a n d  l o w e r  M a t - S u  B o r o u g h .

Table 1
Average Daily Traffic

at Glenn Highway and Proposed Knik Arm Crossing

KAC Glenn Highway Screen Line
KAC

Year Traffic Increase Traffic Increase Total AAPC Share

Traffic Counts
2001 23,079 23,079
2002 24,600 24,600 6.6
2003 25,782 25,782 4.8
2004 26,249 26,249 1.8
2005 27,028 27,028 3.0
2006 27,570 27,570 2.0
2007 28,506 28,506 3.4
2008 27,454 27,454 -3.7
2009 28,495 28,495 3.8
2010 29,644 29,644 4.0
2011 29,572 29,572 -0.2

Traffic Projections
2020 14,900 29,300 44,200 4.6 34%
2025 21,100 6,200 34,900 5,600 56,000 4.8 38%
2030 28,100 7,000 41,900 7,000 70,000 4.6 40%
2035 35,000 6,900 46,500 4,600 81,500 3.1 43%

AAPC
2001-2007 3.6% 3.6%

2001-2011 2.5% 2.5%
2011-2020 -0.1% 4.6%
2020-2025 7.2% 3.6% 4.8%
2025-2030 5.9% 3.7% 4.6%
2030-2035 4.5% 2.1% 3.1%

AAPC is "average annual percentage change"
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Final Formatted CDM Smith Response 02-25-13



CS ? m lth

M r. M ichael L. Foster, P.E.
February 15, 2013
Page 4
C O N F I D E N T I A L

The table  also shows a sum m ary o fth e  forecasts o f  tra ff ic  on the KAC and the Glenn H ighway 
a t the  same loca tion  as the  counts. This is a "screen line " th a t runs across the In le t. A fte r the 
"ra m p -u p" period, the  expected average annual g ro w th  ra te  on the screen line  betw een 2020 
and 2025 is 4.8%  per ye a r o r an increase o f 11,800 vehicles per day over the  five  year period, 
w ith  m ost o f the g ro w th  happening on the  KAC (7 .2%  per year o r 6,200 vehicles pe r day) and 
less on Glenn H ighw ay (3.6%  per year o r 5,600 vehic les p e r day). The expected average 
annual g ro w th  rates betw een  2025 and 2030 are lo w e r a t 4 .6%  per year fo r the screen line or 
14,000 vehicles p e r day over the  five  year period . Between 2030 and 2035, the expected 
annual g ro w th  rates are low er, at 3.1%  fo r  the screen line, as the pace o f deve lopm ent 
subsides. Once again, m os t o fth e  g ro w th  occurs on the  KAC. T ra ffic  vo lum es are always 
h ighe r on the Glenn H ighw ay d u rin g  the forecast period . I t  is im p o rta n t to note th a t g row th  
rates on s ta rt-up  fa c ilitie s  are typ ica lly  h igher in  percentage te rm s than the g ro w th  rates on 
established roadw ays because the s ta rtin g  values are low er.

■ T h e  d is p a r ity  b e tw e e n  th e  c o m m e rc ia l v e h ic le /p a s s e n g e r  v e h ic le  s p lit  used  in  th e  s tu d ie s  
( a p p r o x im a te ly  1 2 % )  a n d  th e  t r a f f ic  c o u n t d a ta  f o r  G len n  H ig h w a y  a t  E k lu tn a  F la ts  
( a p p r o x im a te ly  5 % ) .

The 2007 Proposed K n ik  A rm  Bridge Study ana lysis was based upon availab le  vehic le  
c lassifica tion  data p ro v id e d  by Alaska D epartm en t o f T ranspo rta tion  and Public Facilities 
(DOT&PF) from  its  p e rm a ne n t reco rder stations. Tab le  2 shows the vehic le  c lassifica tion  data 
from  the sta tion  on the  Glenn H ighw ay at Eklu tna Flats, w h ich  was availab le from  2003 
th ro ug h  2006. For th is  analysis, com m ercia l vehic les consist o f Classes 4 th ro u g h  13, i.e., all 
vehicles w ith  th ree  o r m ore  axles inc lud ing  tw o  axle vehic les to w in g  single axle tra ile rs . On 
th is  basis, com m ercia l veh ic les w ere  12.2% o fth e  tra ffic  in  2003 ,11 .5%  in  200 4 ,1 3 .6%  in 
2005 and 15.5% in  2006. CDM Sm ith developed a reg iona l average com m ercia l vehicle  
percentage o f 12%  based on th is  loca tion  and o th e r loca tions on the Glenn H ighw ay and 
Parks H ighway. W hen th is  analysis was updated in  2011, vehic le  c lassifica tion  data fo r tha t 
year w as n o t ye t availab le. M oreover, no new  vehic le  classifica tion count had been conducted 
on the  Glenn H ighw ay a t Eklu tna  Flats since the 2007 Study. The assum ption o f 12%  
com m ercia l vehicles is reasonable.

The fo recast o f com m erc ia l vehicles using the KAC inc ludes bo th  tra ffic  d ive rte d  from  the 
Glenn H ighw ay and the  a dd itio na l tra ffic  rep resen ting  m ovem ents betw een Anchorage and 
the lo w e r Mat-Su Borough. Based on socioeconom ic g ro w th  estimates, s ig n ifica n t demand by 
com m ercia l vehicles fo r  the KAC is expected to be generated from  w ith in  Anchorage. This 
includes com m ercia l veh ic le  tra f f ic  from  the P o rt o f  Anchorage, as w e ll as construc tion  
vehicles, d e live ry  trucks , recrea tiona l vehicles and cam pers trave ling  to the Mat-Su Borough. 
Because o f th e ir  lo w e r fue l econom y, h igher cost o f veh ic le  m aintenance and the  cost o f 
d r iv e r  wages, com m ercia l vehic les are in  m any cases less sensitive to  the KAC to ll than are 
passenger cars in  o rd e r to  take advantage o fth e  tim e  and distance savings (even though

- 2 3 6 -
Final Formatted CDM Smith Response 02-15-13



s r a im i l h
M r .  M i c h a e l  L .  F o s t e r ,  P . E .  

F e b r u a r y  1 5 ,  2 0 1 3  

P a g e  5

C O N F I D E N T I A L

Table 2
Historical Vehicle Classification Counts 

Glenn Highway at Eklutna Flat*

Day*

Counted

Total

Vehicle*

Patzongor Cars Slnple.Trallar Truck* Multi-Trailer Trucks % Total 

Vhcl*

397,671! 
394.516 
•150.322 
485,235 
498.255 
501.732 
403.300 
420,905 
304.556 
346.801

0 1% 
0.1% 
0.1% 
0.1% 
0.1% 
0.1% 
0.1% 
0.1% 0.1% 0.1% 
0.0% 
0.1%

60.9%
50.8% 32.7%

31.8%

533% 311%

53.8%
53.8%

30.9%
30.9%
31.2%
32.5%
33.5%

0,3%
0.3%
0.3%
0.3%
0.3%

0.3%
0.3%
0.2%
0.3%

13.0%
13.5%
13.0%
13.0%
12.2%
12.3%
126%
12.0%
11.7%
12.7%
13.0%
13.6%

0.0%
0.0%
0.0%
0.0%
0.0%

0.751
0.7%
08%

05% 
0 5%

0.5% 
0.4% 
0 6% 
0.0% 
0.0% 
0.3% 
0.2%

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0,0%

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

03%
0.4%
0.4%
0.4%
0.3%
0.4%
0.2%
0.2%

16.2%
161%
10.4%
15.2%
15.4%
150%
16.6%
152%
15.2%
16.6%
16.0%
16.4%

Multi-Trailer Trucks
Days Total aims Claes. Clans Class Class Clans Closs Class Class Qass Class Ones Claes Cmrcl

Yoar Olr Month Counted Vohlde* 1 2 3 4 5 6 7 8 0 10 11 12 13 Vheli

2005 1 , 26 203140 0.1% 55.8% 32 0% 01% 104% 0.5% 0 0% 0.2% 0.5% 0.1% 0.0% o.oc>; 0.3% 12.2%
1 2 27 305216 0.1% 55.0% 32.0% 0 1% 10.0% 0 6% 00% 0.2% 06% 0 1% 0.0% o.o*.; 0.3% 12.4%
1 3 31 380471 0.2% 56.1% 30.9% 0.1% 10.4% 0.7% 0.0% 0.4% 0 8% 0.2% 0.0% 0.0% 0.35; 12.0%
I 4 30 380907 0.2% 57.1% 30.3% 0.1% IC.2% 0.8% 0.0% 03% 0.6% 0.2% 0.0% 0.0% 0.3% 12.454
1 5 8 110017 0.1% 57.0% 29.4% 01% 10.4% 0.7% 0.0% 0 4% 0.6% 0.2*,; o.oi; 0.0% 0.4% 12.8%
1 C 26 444901 0.2% 65.4% 30.0% 0.2% 10.9% 0.7% 0.1% 0.5% 0.5% 0.4*/, 0 0% 0.0% 0.5% 13.0%
1 7 31 503030 0.2% 55.3% 30.6*,; 0.2% 10.9% 0.7% 0.1% 0.6% 0.5% 0.4% 0.05; 0.0% 0.564 13.0%
1 6 20 329390 0.2% 65.4% 30.8% 0.2% 10.8% 0.7% 0.1% 0 0% 0.6% 0.4% 0.0% 0.0% 0.45; 13 7%
1 11 19 207058 0.1% 50.4% 33.6% 0.3% 13.8% 0.5% 0.0% 0.2% 0.7% 0.2% 0.0% 0.0% 0.2% 16.0%
1 12 31 3S457S 0.1% 61.2% 33.2% 0.3% 13.4% 0.G% 0.0% 0.2% 0.7% 0.3% 0.0% 0.0% 0.2% 15.064

Total 250 3,295,467 0.2% 55.0% 31.3% 0.2% 11.1% 0.6% 0.0% 0.4% 0.6% 0.3% 0.0% 0.0% 0.4% 13.6%

PaseongerCatt Light Truck* Slnglo-Traller Trucks Mult Trailor Trucks % Total
Day* Total Oass Class Oaas Class Cloa* Class Clas6 Class Class Class arms CLiss Cmrcl

Yoar 0.r0 » Month Counted Vehicles 1 2 3 4 6 6 7' 8 0 10 11 12 13 Vhels

2004 2 26 309869 0.2% 67.0% 30.6% 0.1% 10.0% 0.6% 0.0% 0.2% 0.5% 0.1% 0.0% 0.0% 0.3% 11 8%
2 16 106372 0.4% 65.9% 25.3% 0.0% 6.7% 0.7*.; 0.0% 0 1% 0,5% 0.2% 0.0% 0.0% 0.2% 8.55*
3 30 301345 0.2% 67.8% 30.0% 0.1% 10.0% 0.6% 0.0% 0.2% 0.0% 0.2% 0.0% 0.0% 0.3% 12.0%
4 20 327095 0.1% 58.0% 29.8% 0.1% 9.0% 0.6% 0 0% 0 3% 0.6% 0.2% 0.0% 0.0% 0.3% 12.154
5 30 420701 0.1% 50.2% 30.5% 0.2% 10.4% 0.6% 0.0% 0.6% 0.751 0.3% 0.0% 0.0% 0.4% 13.1%
5 to 241001 0.2% 70.0% 23.1% 0 1% 4.3% 0.6% 0.1% 0.3% 0.6% 0.3% 0.0% 0.054 0.3% 6.854
C 30 480302 0.2% 55.0% 30.0% 0.1% 10.8% 0.6% 0.1% 0 0% 0.6% 0.4% 0.0% 0.0% 0.5% 13.754
7 to 25C840 0.1% 59.9% 27.8% 0.1% 9.G% 0.6% 0.1% 0.0% 0.4% 0.3% 0.0% 0.05; 0 4% 12.154
B 9 150780 0 1% 57.0% 29.8% 0.2% tO.3% 0.6% 0 1% 0 5*,; 0.5% 0.4% 0.05* 0.0% 0.6% 13.154
C IE 222062 0.1% 58.1% 29.8% 0.2% 0.9% 0.0% 0.0% 0.3% 0.6% 0.2% 0.05* 0.0% 0.3% 12.0%
ft 7 80070 0.3% G6.B% 25 4% 0.1% 4.0% 0.0% 0.0% 0 2% 0.B% 0.2% 0.0% 0.0% 0 3% 7.6%

10 to 237762 0.3% 65.9% 30.6% 0.1% 10.1% 1.1% 0.0% 0.3% 0.8% 0.4% 0.0% 0.0% 0.3% 13.2%
10 5 G6210 0.3% 69.4% 23.7% 0.1% 3,7% 0.8% 0.0% 0.2% 1.1% 0.6% 0.05; 0.054 0 354 6.7%
11 8 80101 0 3% 58 0% 29.0% 0.1% 0.8% 0.7% 00% 0.2% 0.7% 0 1% 0.0% 0.0*; 04% 12.1%
1? 31 357080 0 1% 55.7% 320% 0 1% 10.4% 0 6% 0.0% 0 2% 0.5*,; 0.1% 0.0% 0.0% 036; 12.2%
12 15 185972 0 1% 68 9% 25 3% 0.0% 4 1% 0.6% 0 0% 01% 0 0% 0.1% 0.0% 0.0% 0.35; 5.8%

Total 304 3.904,520 0.2% 59.2% 29.1% 0.1% 9.2% 0.7% 0.0% 0.3% 0.6% 0.3% 0.0% 0.0% 0.4% 11.8%

Passenpar Cara Light Truck* Slnplo-7r*ll*r Trucks Multi-Trailer Truck* % Total
Day* Total Gass Class Class Class Class Class Oast Class Class Class Oass Ones Class Cmrcl

Yoar Dlr'1> Month Counted Vehlele* 1 2 3 4 5 6 7 8 0 10 11 12 13 Vhcl*

2003 8 5 07100 0.2% 59.6% 28.7% 0.1% 0.2% 1.0% 0.0% 0.3% 0.5% 0.2% 00*; 0.0% 0 1% 11.5%
8 3 54028 0.3% 66.0% 24.3% 0.1% 6.3% 1.0% 0.0% 0.2% 0.7% 0.2% 0.0% 0.054 02% 9 3%
O 30 420096 0.3% 68.3% 28.5% 0.1% 97% 1.2% 0.0% 04% 0.7% 0.3% 0.0*/, 0.054 0.2% 12.0%

10 24 317028 0.4% 68.5% 28.7% 01% 9.6% 1.3% 0.0% 0.4% 0.7% 0.2% 0.0% 0.054 0 2% 125%
11 30 316698 0.2% 58.8% 29.3% 0.1% 0.8% 0.7% 0.0% 0.2% 0.5% 0.1% 0.05; 0.054 0.264 11.6%
1? 11 123249 0 1% 68.5% 29 6% 0.1% 10.0% 0.6% 00% 02% 0.6% o.i% 0.0% 0.054 0.2% 11.054

Total 103 1,332,798 0.3% 58.9% 28.7% 0.1% 9.5% 1.1% 0.0% 0.3% 0.6% 0.2% 0.0% 0.0% 0.2% 12.2%

Passenger Care Light Truck* Single-Trallar Truck* Multi-Trallar Truck* % Total
Day* Total Class Class Class Claes Class Class Class Class Class Oass Oass Oass CLiss Cmrcl

Year Dlr(,> Month Counted Vehicle* 1 2 3 4 5 C 7 8 9 10 11 12 13 Vhcl*

2000 7 02,265 0.0% 53.3% 31.8% 0.4% 12.0% 0.3% 0.0% 1.3% 0.6% 0.2% 0.0% 0.0% 0.154 14.9%

Diroetion- 1 » Northbound. 5 - Southbound 
Source- Trafic Vo'imo Reports, Alaska Department of Transportation ai I Public Facilities
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tru c k  to lls  are h igher). For these reasons, the assum ption  o f  12%  com m ercia l vehicles is 
perhaps conservative.

■ T h e  c o n s ta n t c o m m e rc ia l  v e h ic le /p a s s e n g e r  v e h ic le  s p li t  used in  th e  s tu d ie s  th r o u g h o u t  the  
s tu d y  p e rio d .

CDM Smith assumed th a t the  p ro p o rtio n  o f com m ercia l vehicles in  the  KAC tra ffic  stream 
w o u ld  rem ain  constant over tim e. It has been o u r experience on o the r "g reen fie ld ” projects 
across the co u n try  th a t the  p ro p o rt io n  o f com m ercia l vehic les increased g radua lly  a fte r 
opening. Once com m erc ia l and ind u s tria l ac tiv itie s  have been established in the lo w e r Mat-Su 
Borough, the KAC w i l l  experience an increase in  local tru c k  tra ffic . Given th a t the in it ia l 
p ro p o rtio n  averaged 12% , CDM Sm ith decided th a t the  conservative approach w o u ld  be to 
hold  i t  constant. The d e fin it io n  o f com m ercia l vehic les includes tw o-ax le  vehicles to w in g  a 
single axle tra i le r  [a boa t o r camper).

• T h e  o p t im a l ity  o f  a  c o n s ta n t  r e a l  to l l  o f  $ 5  th r o u g h o u t  th e  s tu d y  p e rio d .

D uring  the 2007 analysis, CDM Sm ith perfo rm ed  s e n s itiv ity  tests to p repare our 
recom m endation  on to ll rates. This analysis estab lished th a t the revenue-m axim iz ing  to ll rate 
fo r  passenger cars w o u ld  be ju s t u nder $6.00 each w ay  in  2005 dollars. We recom m ended 
th a t the in it ia l to ll ra te  be set at a low e r value, $5.00 each w ay in  2017 dollars, a llow ing  some 
roo m  fo r  a p ro d u c tive  increase in  to ll revenue i f  necessary. Com m ercia l vehicles pay h igher 
to lls  w h ich  are set accord ing  to  the (N - l)  fo rm u la , in  w h ich  N represents the  num ber o f axles. 
Custom ers in  fu tu re  years w o u ld  pay h igher to lls , w ith  the  am ount increasing  at 2.5% per 
year to  account fo r expected in fla tion . This ra te  is s lig h tly  lo w e r than the h is to r ic  consumer 
p rice  index fo r Anchorage.

The to ll se n s itiv ity  ana lys is in fu tu re  years dem onstra ted  th a t the revenue-m axim iz ing  to ll 
ra te  grew  faster than in fla tio n . Over the long run , the g ro w th  in  disposable incom e has 
genera lly  been fas te r than  in fla tion , i.e., there  have been real increases in  d isposable income. 
In m odel term s, the va lue o f  tim e  (VOT) increases at a ra te  faster than  the  ra te  at w h ich  to lls  
w ou ld  increase. CDM S m ith  has observed th is  phenom enon in  m any tra ffic  and revenue 
studies. So, h o ld in g  the  rea l passenger car to ll ra te  constan t ( in fla tin g  the nom ina l rate at the 
expected ra te  o f  in f la tio n ) is a conservative  assum ption, as over tim e  the "head roo m ” 
betw een the p lanned to ll ra te  and the revenue-m ax im iz ing  to ll rate w ou ld  increase.

■ T h e  d iffe re n c e  in  im p l ic i t  e la s t ic it ie s  b e tw e e n  th e  2 0 0 7  a n d  2 0 1 1  re p o r ts  a n d  th e  u sag e  o f th e  
2 0 0 7  r e p o r t  e la s t ic it ie s  in  th e  2 0 1 1  p ro je c tio n s .

A s  stated before, CDM Sm ith  perfo rm ed  to ll s e n s itiv ity  tests as pa rt o f the 2007 analysis using 
the  trave l dem and m odels. From  these, we deve loped estim ates o f to ll e lastic ity . By
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com paring  these e lastic ities  to results from  m odels in  o ther locations, we dem onstrated th a t 
the m odels fo r  the  KAC w ere  w o rk in g  p rope rly .

In the 2011 analysis, we updated the trave l dem and m odels w ith  recent in fo rm a tio n  on socio­
econom ic cond itions  and forecasts as w e ll as updates on p lanned tran spo rta tio n  ne tw o rk  
im provem ents. As expected, there w ere  s ligh t changes in  the e lastic ities resu ltin g  from  the 
m odel update. The e la s tic ity  curves w ere  adjusted s lig h tly  to  account fo r  re d is tr ib u tio n  
effects o fth e  bridge.

The fina l tra ff ic  and to l l  revenue estim ates w ere  neverthe less developed from  the updated 
model, no t from  the e lastic ities. That is, the e lastic ities  from  the 2007 analysis were n o t used 
to  p roduce the 2011 tra ff ic  and to ll revenue estimates.

R e c o m m e n d a t i o n s  f r o m  T i m o t h y  J a m e s  &  A s s o c i a t e s

• E x a m in e  r o a d  c o n d it io n s  such  as  in s ta n c e  d e la y  m in u te s  on a l te r n a t iv e  t r ip  a s s ig n m e n ts ] in th e  
M S A  th r o u g h o u t  th e  s tu d y  p e r io d  as t r a f f ic  le v e ls  rise.

The suite o f trave l dem and models used to  p roduce the KAC tra ffic  and to ll revenue estimates 
conta ins an e q u ilib r iu m  tra ffic  assignm ent rou tine . This tra ff ic  assignm ent m odel includes 
features to make sure th a t the trave l tim e increases w ith  the vo lum e on n e tw o rk  links.
H eavily  trave led  lin ks  have an app ropria te  level o f  delay b u ilt  in. A t e q u ilib r iu m , a ll tr ip s  are 
assigned to  the sh o rtes t path  in  the n e tw o rk  ( in c lu d in g  congestion delay). No trave le r can 
find  a sh o rte r path. Th is  process is p a rt o fth e  tra ve l dem and m odels in the va lida tion  year 
and in  a ll fo recast years.

• U p d a te  th e  o r ig in -d e s t in a t io n  p a ir in g s .

U p-to-date in fo rm a tio n  is c r it ica l to the  crea tion  o f va lid  trave l demand m odels and more 
data is a lways b e tte r  than  less data. CDM Sm ith  is unclear as to  the in te n t o f th is  
recom m endation, since o rig in -d es tin a tion  data is expensive to  obta in and on ly  used as p a rt o f 
m odel c a lib ra tio n /v a lid a tio n . Some exp lanation  m ay help.

The su ite  o f m odels used in  the KAC tra ffic  and revenue s tudy contains a tr ip  d is trib u tio n  
m odel. The purpose  is to  estim ate  the  num ber o f t r ip  interchanges (m ovem ents between 
places) as a func tion  o f th e  num be r o f tr ip  p ro du c tion s  (o rig ins), the n um be r o f tr ip  
a ttrac tions  (des tina tions) and the  generalized cost o f trave l between those places. Origin- 
destina tion  in fo rm a tio n  is obta ined th ro ug h  a su rvey  o f  trave le rs  about th e ir  tr ip s . This 
w o u ld  typ ica lly  inc lude  a num be r o f characte ris tics  inc lud ing  the o rig in  and destina tion  o f 
each tr ip . The re su lt o f th is  su rvey is used as a re ference to  make adjustm ents in the tr ip  
d is tr ib u tio n  m odel so th a t the  synthesized p a tte rn  o f t r ip  interchanges in  the ca lib ra tion  year 
looks m ore  like  the observed pa ttern . Once the ad justm ents are com pleted, the m odel is 
ready fo r  app lica tion  in  forecasts. For the KAC, CDM Sm ith conducted o rig in -d es tin a tion
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surveys in  2007 and app lied  th is  in fo rm a tio n  to  the m odel ca lib ra tion  year 2005. This 
in fo rm a tio n  w as used to  va lida te  the m odel and to  gain an understand ing  o fth e  cu rren t 
dem and th a t m ig h t d iv e rt to  the  KAC.

The p a tte rn  o f  t r ip  in terchanges produced b y  the  m odel in  fu tu re  years depends on the 
p a tte rn  o f t r ip  p roductions , t r ip  a ttrac tions  and the  generalized cost o f tra v e l betw een places 
a t th a t fu tu re  tim e . The p a tte rn  o f “ o rig in -d es tin a tion  pa irings” is a p ro d u c t o fth e  trave l 
dem and m ode l and a lways updated in  fu tu re  years based on assumed land-use patte rns and 
tra n s p o rta tio n  n e tw o rk . There is no need to update the  "o rig in -de s tina tion  pa irings" unless 
the  w ho le  m ode l was to  be reconstructed  to  a new  ca lib ra tion  year.

■ R ev ise  d o w n w a r d s  th e  fo r e c a s t  g r o w th  in  h o u s e h o ld s  d u r in g  th e  s tu d y  p e r io d  in lin e  w ith  IS E R  
g r o w th  ra te s .

To c la r ify  the  nex t issues, w e present h is to rica l in fo rm a tio n  about p op u la tion  (Table 3), 
households (Tab le  4) and em p loym en t (Table 5). The g ro w th  ra te  in  households used by CDM 
Sm ith w as 3 .8%  p e r year in  the Mat-Su Borough and 1.0%  per year in  the M u n ic ip a lity  o f 
Anchorage. As show n  in  Tab le  4, these are lo w e r than  the long te rm  h is to rica l g ro w th  rates in  
households o f  6 .1%  p e r ye a r in the Mat-Su Borough and 1.9% p e r year in  Anchorage. The 
g ro w th  rates in  households used by CDM Sm ith is also be low  the observed g ro w th  rates 
d u rin g  the  recen t decade 2000 to  2009 ( in c lu d in g  the  effects o fth e  Great Recession) when 
the Mat-Su Borough  g rew  by 4.9%  per year and Anchorage by 1.2% p e r year.

The ISER g ro w th  rates fo r  the  p e riod  o f 2010-2035  fo r  households is 1.5%  p e r year fo r the 
e n tire  s tudy  area w ith  a 3.2%  per year ra te  fo r Mat-Su Borough and 0.9%  p e r year fo r 
Anchorage, show n  in  Table 6.

I t  shou ld  be no ted  th a t ISER underestim ated  the 2010 Mat-Su Borough p op u la tio n  by 8,696 
persons (9.8%  o fth e  to ta l)  and the Anchorage p op u la tion  by 2,626 persons (0.9%  o fth e  
to ta l)  com pared to  the 2010 Census. This p ro b a b ly  has to  do w ith  the fact th a t these 
estim ates w ere  p repa red  d u rin g  the  Great Recession. Taking  these underestim ates near the 
forecast base yea r in to  cons idera tion  and m ak ing  an adjustm ent, the  ISER 2035 pro jections 
w o u ld  be close to  the  estim ates used by CDM Sm ith. The forecast g ro w th  in  households is the 
re su lt o f de ta iled  analysis and is reasonable. Tak ing  in to  account the an tic ipa te d  effects o fth e  
KAC opening, th e  forecasts are perhaps conservative.

■ R evise  d o w n w a r d s  th e  fo r e c a s t  g r o w th  r a te  in  e m p lo y m e n t  d u r in g  th e  s tu d y  p e r io d  in  lin e  w ith  
IS E R  g r o w th  ra te s .

CDM Sm ith used an annua l g ro w th  rate  in  em p lo ym en t fo r 2010-2035  fo r Anchorage o f 0.8% 
per year. T h is  is ide n tica l to  the g ro w th  ra te  p roduced  b y  ISER, as show n in  Table 6. For the 
Mat-Su Borough, CDM S m ith  used a g ro w th  ra te  fo r  em p loym en t o f  3 .1%  per year; h igher
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t h a n  t h e  I S E R  g r o w t h  r a t e  o f  2 . 8 %  p e r  y e a r .  G i v e n  t h a t  h i s t o r i c a l  e m p l o y m e n t  g r o w t h  i n  t h e  

M a t - S u  B o r o u g h  h a s  b e e n  4 . 8 %  p e r  y e a r  d u r i n g  t h e  p e r i o d  1 9 9 0 - 2 0 0 9 ,  C D M  S m i t h  b e l i e v e s  

t h a t  t h e  s l i g h t l y  h i g h e r  g r o w t h  r a t e  f o r  e m p l o y m e n t  i s  r e a s o n a b l e  g i v e n  t h e  a n t i c i p a t e d  

d e v e l o p m e n t s  p l a n n e d  w i t h  t h e  c o n s t r u c t i o n  a n d  o p e n i n g  o f t h e  K A C .

Table 3 
Historical Population

G eography
Historical Year Average Annual Percent Change  

'80-'90 '90- 00 '00- 09 '80-'091980 1990 2000 2009

Anchorage Municipality 174.400 226.300 260,300 286,200 2.6% 1.4% 1.1% 1.7%

Matanuska-Susitna Borough 17.800 39.700 59.300 88,400 8.4% 4.1% 4.5% 5.7%

Study Area 192,200 266,000 319,600 374,600 3.3% 1.9% 1.8% 2.3%
Alaska 401,900 550,000 626,900 698,500 3.2% 1.3% 1.2% 1.9%
United States 226,545,800 248,709,900 281,421,900 307,006,600 0.9% 1.2% 1.0% 1.1%
Source: U nited States Census Bureau; rounded to the nearest 100

Table 4 

Historical H ouseholds

Geography
Historical Year Average Annual Percent Change  

'80- 90 '90- 00 '00-'09 '80-091980 1990 2000 2009

Anchorage Municipality 61,200 83,300 95,100 106,100 3.1% 1.3% 1.2% 1.9%

Matanuska-Susitna Borough 5.800 13.500 20,800 31.900 8.8% 4.4% 4.9% 6.1%
Study Area 67,000 96,800 115,900 138,000 3.7% 1.8% 2.0% 2.5%

Alaska 133,100 190,200 222,300 255,600 3.6% 1.6% 1.6% 2.3%

United States 80.824.800 92,315.400 105,836,900 118,560,300 1.3% 1.4% 1.3% 1.3%

Source: Woods and Poole, 2010; rounded to ihe nearest 100

Table 5 

Historical Employment

Geography
Historical Year Average Annual Percent Change  

'80-'90 '90-'00 '00-'09 '90-'091980 1990 2000 2009

Anchorage Municipality #N/A 116,600 133,500 144,300 #N/A 1.4% 0.9% 1.1%

Matanuska-Susitna Borough #N/A 15.800 26.800 38.500 #N/A 5.4% 4.1% 4.8%

Study Area #N/A 132,400 160,300 182,800 #N/A 1.9% 1.5% 1.7%

Alaska 170,800 251,000 299,300 332,100 3.9% 1.8% 1.2% 1.5%

United States 99,303,000 118,793,000 136,891,000 139,877,000 1.8% 1.4% 0.2% 0.9%

Source: Bureau of Labor Statistics (Local Area Unemployment Statistics for AK and the CurrentPopulafon Survey for the US); rounded to the nearest 100
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Table 6
Base Case Projections by Source (CAAGR)

Projections by Source (CAAGR) - Base Case Updated Projections (CAAGR)
Source ISER, UAKA* (T0-'35) AK Labor Department” ('09-‘34) 2007 Study"* f10-'30) '10-'35

Geography Pop HH Employ't Pop HH Employ't Pop HH Employ't Pop HH Employ't
Municipality of Anchorage 0.8% 0.9% 0.8% 0.9% "N/A miA 1.0% 1.0% 1.0% 0.9% 1.0% 0.8%
Mat-Su Borough 3.1% 3.2% 2.8% 2.4% #N/A #N/A 4.9% 4.9% 4.4% 3.5% 3.8% 3.1%
Study Area 1.4% 1.5% 1.1% 1.3% #N/A #N/A 2.2% 2.2% 1.6% 1.6% 1.7% 1.2%

• U p d a te  th e  g a s o lin e  p r ic e s  in VOC e s tim a te s , a n d  g iv e  a d d it io n a l  c o n s id e ra tio n  to  a lte r n a t iv e  
s c e n a rio s  f o r  f u t u r e  g a s o lin e  p r ic e  le v e ls  th r o u g h o u t  th e  s tu d y  p e rio d .

U s i n g  t h e  s a m e  m e t h o d o l o g y  f o r  e s t i m a t i n g  v e h i c l e  o p e r a t i n g  c o s t  [ V O C )  a s  w a s  u s e d  i n  2 0 1 1 .  

T h e  A n c h o r a g e  a r e a  V O C  w a s  u p d a t e d  f o r  2 0 1 2  w i t h  t h e  l a t e s t  a v a i l a b l e  d a t a .  T a b l e  7  

p r o v i d e s  a  c o m p a r i s o n  o f t h e  u p d a t e d  V O C  a s s u m p t i o n s  a n d  c a l c u l a t i o n s :

Table 7
Comparison of 2011 and 2012 Vehicle Operating Cost Assumptions and Calculations

Value
Estimated 2011 VOC 

(As estimated in the 2011 Study) Estimated 2012 VOC
Average Cost of 
Gasoline per Gallon

S3.34 $3.96

Fuel Economy 
Average Miles per Gallon

22.91 Sedan -17.31 SUV/Van 23.69 Sedan -19.29 SUV/Van

Average Cost of Gas / Mile $0.1458 Sedan - $0.1930 SUV/Van $0.1672 Sedan - $0.2053 SUV/Van
Maintenance Costs $0.0454 Sedan - $0.0491 SUVA/an $0.0447 Sedan - $0.0464 SUV/Van
Tire Costs $0.0083 Sedan - $0.0087 SUV/Van $0.0100 Sedan - $0.0104 SUV/Van
Average Vehicle 
Cost per Mile

$0.1996 Sedan - $0.2507 SUV/Van $0.2219 Sedan - $0.2621 SUV/Van

Percent of SUV/Van 69.0 Percent 69.4 Percent
Average Weighted Vehicle 
Cost per Mile $0.2348 $0.2498

A s  s h o w n  i n  T a b l e  7 ,  t h e  a v e r a g e  c o s t  o f  g a s o l i n e  i n  t h e  A n c h o r a g e  a r e a  i n c r e a s e d  b y  1 8 . 6 %  

b e t w e e n  2 0 1 1  a n d  2 0 1 2 .  T h i s  w a s  c o u n t e r b a l a n c e d  b y  a n  i n c r e a s e  i n  f u e l  e c o n o m y .  A v e r a g e  

f u e l  e c o n o m y  i n c r e a s e d  f r o m  1 9 . 0  m i l e s  p e r  g a l l o n  i n  2 0 1 1  t o  2 0 . 6  m i l e s  p e r  g a l l o n  i n  2 0 1 2 ,  

a n  i n c r e a s e  o f  8 . 4 % .  V e h i c l e  m a i n t e n a n c e  a n d  t i r e  c o s t s  r e m a i n e d  r o u g h l y  t h e  s a m e .  A s  a
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result, es tim a ted  VOC increased 6.4%  betw een 2011 and 2012. M uch o f th is  increase was 
born  by sedans, as the  average VOC fo r sedans increased b y  $0.03 w h ile  the average cost fo r 
SUV/Vans increased by $0.01.

As p a rt o f  a 2012 s tu d y  o f another proposed to ll fac ility , CDM Sm ith conducted a sens itiv ity  
test to  estim ate  th e  im p ac t o f h igher gasoline prices on estim ated revenues. CDM Smith 
assumed gasoline p rices o f $3.00 per gallon in  2015 under the base case scenario w ith  annual 
increases in  p ro p o rt io n  to  in fla tion  the rea fte r. U nder the se n s itiv ity  tes t scenario, gasoline 
prices o f $5.00 p e r ga llon  w ere  assumed in  2015, w ith  increases in p ro p o rt io n  to in fla tion  
therea fte r. A d d itio n a lly , i t  was assumed th a t $5.00 gasoline prices w o u ld  also resu lt in  a 
reduction  in  to ta l reg iona l trave l o f app ro x im a te ly  4.0%. The h ig he r gasoline price scenario 
resu lted in  an estim a ted  reduction  in  to il revenues o f 5.9%  in  2015.

Based on these analyses, i t  is clear tha t the p rice  o f gasoline is a m a jo r com ponent in the 
ca lcu la tion  o f veh ic le  ope ra ting  costs and w il l  p lay an im p o rta n t ro le  in  po ten tia l transactions 
and revenue on the  KAC. S ignificant flu c tua tions  in  the price  o f gasoline, as w ere experienced 
n a tio nw ide  in  the  su m m er o f 2008, can increase vehic le  opera ting  costs and bias travelers 
tow ards  choosing s h o rte r distance trips . The resu lts  o f the above referenced sens itiv ity  test 
may n o t be ind ica tive  o f  po ten tia l gasoline p rice  im pacts fo r  the KAC due to  the s ign ificant 
distance savings o ffe red  by the bridge. Increased gasoline costs increase the cost o f d riv ing  
per m ile . As the cost p e r m ile  increases, to ll fa c ilitie s  p ro v id in g  a sh o rte r rou te  become more 
a ttrac tive  com pared to  the  to ll- fre e  a lte rna tive . Therefore , a lthough the region m ight 
experience a decline in  overa ll trips , the KAC m ay n o t necessarily  lose tr ip s  as it provides 
s ign ifican t d istance savings fo r those tra ve lin g  from  Anchorage to  the Mat-Su Borough, and 
there fore  has the  re s u lt o f s ign ifican tly  o ffse tting  vehicle  ope ra ting  costs tha t can be 
experienced w ith  fue l p rice  surges. It shou ld  also be noted th a t CDM Sm ith vehicle operating 
costs assume an ove ra ll average g row th  ra te  o f  2.5%  re fle c ting  the  long  te rm  forecast fo r the 
fac ility . The vehic le  ope ra ting  cost d u rin g  in d iv id u a l years th ro u g h o u t the  forecast can and 
w ill  va ry  w ith  the  v o la t i l ity  o f fuel prices. The estim ates used in  the  analysis o f tra ffic  and to ll 
revenue fo r  the KAC are ce rta in ly  reasonable.

* A d ju s t V O T  e s t im a te s  f o r  c h a n g e s  in r e a l  in c o m e  o v e r  th e  s tu d y  p e r io d .

There are tw o  issues to  discuss: the in it ia l va lues o f  tim e  [VOT) and the changes in  VOT over 
tim e. In the case o f KAC, the  VOT fo r a w o rk  t r ip  was estim ated at $15.60 per hour in the year 
2010. This estim ate  is a re su lt o f a stated p re ference  [SP] survey, conducted in 2007 by 
Resource Systems G roup (RSG), an independen t f irm  th a t specializes in  th is  type o f w ork. As 
show n in Table  8, CDM Sm ith com pared the  VOT used fo r the KAC w ith  estimates used in 
o the r recent tra ffic  and revenue studies. The VOT estim ate used fo r  KAC is in  line  w ith  the 
values in  these o th e r studies.
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Table 8
Value of Time (VOT-Dollars per hour) Comparison

Peak Off-Peak
Study Work Non-Work Work Non-Work Aggregate Year

Knik Arm Crossing, 2007 Study, S P  Surtey $15.60 $12.00 $15.60 $12.00 $13.80 2010'"

Knik Arm Crossing, 2011 Study $15.78 $12.15 $15.78 $12.15 2010 (2)

Grand Parkway (Houston) $14.22 $14.22 $12.42 $12.42 $13.20 2011
Express Travel Choices Study (SCA G ) $13.54 $7.43 $13.00 2010 V O T for HH income of $62,500 ,3)

Triangle Expressway $13.44 $13.44 $10.68 510.68 $13.20 2011
US 36, Denver Colorado $11.58 $11.14 $11.01 $10.39 2010
S R  520 Bridge, Washington State $10.72 S7.60 $10.62 $11.61 $10.40 2010
Monroe Connector/Bypass $9.36 $9.36 $9.36 $9.36
Garden Parkway $9.00 $9.00 $9.00 $9.00

|1> Median Household income ua stated preference surtey was 62,700 in 2007 
|z) Based on Median Household income for the region 
<3) VO T for business related trips is $14.34

I n  a n  u p d a t e  p e r f o r m e d  b y  C D M  S m i t h  i n  2 0 1 1 ,  a  v a l u e  o f  $ 1 5 . 7 8  p e r  h o u r  w a s  d e r i v e d  u s i n g  

t h e  m e d i a n  h o u s e h o l d  i n c o m e .  A s  s h o w n  i n  T a b l e  9 ,  t h e  m e d i a n  h o u s e h o l d  i n c o m e  i n  2 0 1 0 ,  

f o r  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  w a s  $ 7 3 , 7 4 6  a n d  f o r  M a t - S u  B o r o u g h  w a s  $ 6 7 , 7 0 3 .

Table 9
Household Median Income by City and State Comparison

City/Region 2010 State 2010 Project
Anchorage $ 73,746 Alaska $ 66,614 Proposed Knik Arm Bridge

Mat-Su Borough $ 67,703 Alaska $ 66,614 Proposed Knik Arm Bridge

Houston $ 55,644 Texas $ 50,149 Grand Parkway (Houston)

Los Angeles $ 58,480 California $ 59,529 Express Travel Choices Study

Raleigh $ 51,625 North Carolina $ 44,693 Triangle Parkway

Durham $ 49,496 North Carolina $ 44,693 Triangle Parkway

Denver $ 60,585 Colorado $ 55,752 U.S. 36

Seattle $ 65,079 Washington $ 57,387 SR 520 Bridge

U.S. $ 51,625

Sources: U.S. Census Bureau, Department of Numbers. 2010 Median Household Income
U.S. Census Bureau, American Community Survey, 2006-201 as listed in Alaska Economic Trends. August 2012, Page 15
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In ano the r s tu d y  by CDM Sm ith fo r the  Grand Parkway in  Houston, Texas, the VOT fo r peak- 
h ou r w o rk  tr ip s  was estim ated at $14.22 per hour. This VOT is about 90%  o fth e  value used 
fo r KAC w o rk  tr ip s . This is in  a context o f a m e tro po lita n  area m edian household income o f 
$55,644 fo r  Houston, w h ich  is about 75%  o f m edian household incom e fo r Anchorage and 
82%  o f m ed ian  household incom e fo r  the Mat-Su Borough. This com parison ind icates that, 
w h ile  VOT is h ighe r fo r the KAC, the m edian household incom e is also p ro p o rtio n a lly  higher. 
Th is re la tio n sh ip  ind icates p ro p o rtio n a l a ffo rd a b ility  fo r paying  to lls  by patrons o fth e  bridge.

A com parison  can also be made w ith  a large  SP survey o f 3,600 records, conducted by CDM 
Sm ith in  S outhern  Califo rn ia. The VOT fo r  w o rk  tr ip s  in southern  C a lifo rn ia  was estim ated at 
$13.54. Th is va lue is about 86%  o fth e  VOT fo r KAC w o rk  tr ips . The reg ional m edian 
household  incom e fo r  the Los Angeles w as $58,480, o r about 80%  o fth e  m edian household 
incom e in  Anchorage and 86%  o fth e  m ed ian  household income in  the  Mat-Su Borough.

There is a s im ila r  com parison  w ith  the  VOT estim ates fo r the T riang le  Expressway, in 
R ale igh-D urham , N orth  Carolina. VOT fo r w o rk  tr ip s  during  the peak period  is estimated to 
be $13.44 p e r hou r. Th is VOT is about 85%  o f VOT estimated fo r the KAC. M edian household 
incom e fo r  Rale igh-D urham  is $50,560 w h ich  is about 69%  o f the  m edian household income 
in Anchorage and 75%  o fth e  m edian household  incom e in  Mat-Su Borough.

As these com parisons show, estim ated VOT, used in  the m ode ling  o f tra ffic  and revenue 
estim ates fo r  th e  proposed K n ik  A rm  Bridge, is consistent w ith  o th e r recent T&R studies. This 
becomes m ore  e v iden t w hen the  m edian household  income fo r  the p ro je c t area is taken in to  
account. Th is ana lysis shows th a t the in it ia l estim ates o f VOT are reasonable.

CDM Sm ith has assumed th a t VOT keeps pace w ith  in fla tion . Th is is a conservative 
assum ption, in  th a t rea l incom e has h is to r ic a lly  increased at a fas te r rate. In w h ich  case, 
trave le rs  w o u ld  place a h ighe r value on the tim e  savings achieved by using the KAC, resu lting  
in h ighe r tra ff ic  estimates.

■ E n h a n c e  th e  r is k  a n a ly s is , to  in c lu d e  a  w id e r  s e t  o f  in p u t  v a r ia b le s  w ith  w e ll-s p e c if ie d  
d is tr ib u t io n s  in  th e  M o n te  C a r lo  s im u la t io n .

CDM Sm ith  p roduced  a rob us t analysis o f  tra ff ic  and to ll revenue r is k  fo r the p ro jec t in 
accordance w ith  in d u s try  standards. The r is k  analysis generated p ro b a b ilitie s  associated 
w ith  the fu ll range o f outcom es fo r fu r th e r  financ ia l analysis. As w ith  o the r "greenfie ld" 
pro jects, the  assum ptions about fu tu re  land uses are the m ost im p o rta n t factors in fluencing 
the tra ffic  and to l l  revenue estimates. So, socio-econom ic variab les [th e  num ber o f 
households and em p loym en t) w ere  a t the  cente r o f the r is k  analysis. Assum ptions about the 
value o f tim e  [VO T) and the factors used to  co nve rt the da ily  estim ates from  the travel 
dem and m odel in to  annual estim ates w ere  also inc luded in  the r is k  analysis. No o ther 
variab les w ere  suggested. N e ithe r w e re  any o the r p ro b a b ility  d is tribu tio ns . The variables
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t h a t  w e r e  u s e d  a r e  c l e a r l y  t h e  m o s t  r e l e v a n t  t o  t h e  p o t e n t i a l  v a r i a t i o n  i n  t h e  K A C  t r a f f i c  a n d  

t o l l  r e v e n u e .  C D M  S m i t h  h a s  u s e d  t h e  s a m e  v a r i a b l e s  i n  t h e  r i s k  a n a l y s i s  o f  o t h e r  s i m i l a r  t o l l  

r o a d  p r o j e c t s  a n d  p r o d u c e d  m e a n i n g f u l  r e s u l t s .

■ Commission an independent organization to produce traffic and toll revenue projections based 
on modeling for the period 2037 through 2051.

C D M  S m i t h  u s e d  t r a v e l  d e m a n d  m o d e l s  t o  p r o d u c e  t r a f f i c  a n d  t h e n  t o l l  r e v e n u e  e s t i m a t e s  f o r  

t h e  K A C  i n  t h e  m o d e l  y e a r s  2 0 2 0 ,  2 0 2 5 ,  2 0 3 0  a n d  2 0 3 5 .  T h e  t r a f f i c  a n d  t o l l  r e v e n u e  e s t i m a t e s  

i n  b e t w e e n  t h e s e  y e a r s  a r e  l i n e a r  i n t e r p o l a t i o n s  o f  t h e  t r a f f i c  v o l u m e s .  T h e  t r a f f i c  a n d  t o l l  

r e v e n u e  e s t i m a t e s  a f t e r  2 0 3 5  a r e  e x t r a p o l a t i o n s .  T r a n s p o r t a t i o n  p l a n n i n g  d a t a  a n d  m o d e l s  

a r e  n o t  a v a i l a b l e  a f t e r  t h i s  t i m e  f r a m e  a n d  d o  n o t  n o r m a l l y  c o v e r  l o n g e r  t i m e  p e r i o d s .

W h i l e  C D M  S m i t h  h a s  p r o v i d e d  t r a f f i c  a n d  t o l l  r e v e n u e  e s t i m a t e s  t h r o u g h  t h i s  p e r i o d  ( w i t h  

r e l a t i v e l y  s m a l l  t r a f f i c  g r o w t h  i n  t h e  o u t e r  y e a r s ) ,  i t  i s  o u r  u n d e r s t a n d i n g  t h a t  t h e  f i n a n c i a l  

p l a n  i s  b a s e d  o n  t h e  a s s u m p t i o n  t h a t  t h e r e  w o u l d  b e  n o  g r o w t h  i n  t r a f f i c  a f t e r  t h e  y e a r  2 0 4 0 ,  

b u t  a n  i n f l a t i o n a r y  2 . 5 %  p e r  y e a r  i n c r e a s e  i n  t o l l  r a t e .  C D M  S m i t h  c o n s i d e r s  t h i s  a  r e a s o n a b l e ,  

e v e n  c o n s e r v a t i v e ,  a s s u m p t i o n .

S u m m a r y  C o n c l u s i o n s  f r o m  T i m o t h y  J a m e s  &  A s s o c i a t e s

• Based on the WSA reports as they are currently drafted, this review concludes that the traffic 
and toll revenue projections for KAC seem optimistic.

A f t e r  c a r e f u l l y  c o n s i d e r i n g  t h e  p o i n t s  t h a t  w e r e  r a i s e d  i n  t h e  i n d e p e n d e n t  r e v i e w ,  C D M  S m i t h  

d i s a g r e e s  w i t h  t h e  c h a r a c t e r i z a t i o n  o f t h e  t r a f f i c  a n d  t o l l  r e v e n u e  a s  b e i n g  o p t i m i s t i c .  B a s e d  

o n  o u r  e x p e r i e n c e  w i t h  m a n y  " g r e e n f i e l d ”  t o l l  r o a d  p r o j e c t s ,  w e  c o n s i d e r  t h e  t r a f f i c  a n d  t o l l  

r e v e n u e  e s t i m a t e s  f o r  t h e  K A C  a s  r e a s o n a b l e  f o r e c a s t s  a n d  a p p r o p r i a t e  f o r  u s e  i n  p r o j e c t  

f i n a n c i n g .

U n l i k e  t r a n s p o r t a t i o n  p l a n n i n g  s t u d i e s  w h i c h  a r e  d e s i g n e d  t o  i d e n t i f y  a n d  p r i o r i t i z e  p o t e n t i a l  

i m p r o v e m e n t s  a c r o s s  a n  e n t i r e  m e t r o p o l i t a n  a r e a ,  t r a f f i c  a n d  r e v e n u e  s t u d i e s  f o c u s  c l e a r l y  o n  t h e  

p r o p o s e d  t o l l  f a c i l i t y .  T h e  p u r p o s e  o f  a  T & R  s t u d y  i s  t o  d e t e r m i n e :  1 )  t h e  o v e r a l l  d e m a n d  i n  t h e  

p r o j e c t  c o r r i d o r ,  2 )  t h e  g r o w t h  i n  t h a t  d e m a n d  o v e r  t i m e ,  3 )  t h e  p r o p o r t i o n  o f  d e m a n d  t h a t  w i l l  u s e  

t h e  p r o p o s e d  t o l l  f a c i l i t y  a n d  4 )  t h e  t o l l  t r a v e l e r s  a r e  w i l l i n g  t o  p a y .  S t a t e d  s i m p l y ,  t h e  g o a l  i s  t o  

e s t a b l i s h  r e l i a b l e  e s t i m a t e s  o f  f u t u r e  t r a f f i c  a n d  t o l l  r e v e n u e  o n  t h e  p r o p o s e d  t o l l  f a c i l i t y .

C D M  S m i t h  p r e p a r e d  a  c o m p r e h e n s i v e  t r a f f i c  a n d  t o l l  r e v e n u e  s t u d y  f o r  t h e  K n i k A r m  C r o s s i n g .  W e  

o b t a i n e d  e x t e n s i v e  d a t a  o n  e x i s t i n g  t r a f f i c  c o n d i t i o n s ,  i n c l u d i n g  t r a f f i c  c o u n t s ,  o r i g i n - d e s t i n a t i o n  

s u r v e y s  a n d  t r a v e l  t i m e / d e l a y  s t u d i e s .  T h i s  d a t a  a n d  a n a l y s i s  i s  d o c u m e n t e d  i n  o u r  r e p o r t .  W e  

e m p l o y e d  a n  i n d e p e n d e n t  s p e c i a l i s t  t o  h e l p  u s  p r e p a r e  a n  a s s e s s m e n t  o f  p r e s e n t  s o c i o - e c o n o m i c  

c o n d i t i o n s  a n d  r e l i a b l e  e s t i m a t e s  o f  f u t u r e  c o n d i t i o n s .  T h i s  w o r k  i n v o l v e d  a  c a r e f u l  r e v i e w  o f  p r i o r  

s t u d i e s ,  i n t e r v i e w s  w i t h  l o c a l  e x p e r t s  a n d  d e c i s i o n  m a k e r s  a n d  o r i g i n a l  a n a l y s i s ,  a l l  d o c u m e n t e d  i n
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M r .  M i c h a e l  L .  F o s t e r ,  P . E .

F e b r u a r y  1 5 ,  2 0 1 3  

P a g e  1 5

C O N F I D E N T I A L

o u r  r e p o r t .  W e  a l s o  c o n d u c t e d  a  s t a t e d  p r e f e r e n c e  s u r v e y  t o  e s t a b l i s h  a n  a p p r o p r i a t e  l o c a l  v a l u e  o f  

t i m e  ( w i l l i n g n e s s  t o  p a y  t o l l ] .  T h e  d a t a  a n d  r e s u l t s  a r e  d o c u m e n t e d  i n  o u r  r e p o r t .

C D M  S m i t h  c o l l e c t e d  d a t a  f o r  a  p r o j e c t - s p e c i f i c  t r a v e l  d e m a n d  m o d e l ,  w i t h  a  t r a f f i c  a n a l y s i s  z o n e  

a n d  n e t w o r k  r e p r e s e n t a t i o n  o f t h e  e x i s t i n g  t r a n s p o r t a t i o n  s y s t e m .  T h i s  m o d e l  i n c o r p o r a t e s  o t h e r  

s t u d y  p r o d u c t s  ( e x i s t i n g  t r a f f i c  a n d  s o c i o - e c o n o m i c  d a t a ] .  W e  w e n t  t h r o u g h  a n  e x t e n s i v e  m o d e l  

c a l i b r a t i o n / v a l i d a t i o n  p r o c e s s .  A f t e r  o b t a i n i n g  a n d  a s s e s s i n g  l o c a l  t r a n s p o r t a t i o n  i m p r o v e m e n t  

p l a n s ,  w e  c r e a t e d  f u t u r e  y e a r  n e t w o r k s  a n d  r e l a t e d  z o n a l  d a t a  f o r  m u l t i p l e  f u t u r e  y e a r s  ( 2 0 1 7 ,

2 0 2 0 ,  2 0 2 5 ,  2 0 3 0  a n d  2 0 3 5 ] ,  C D M  S m i t h  t h e n  a p p l i e d  t h e  v a l i d  t r a v e l  d e m a n d  m o d e l  t o  t h o s e  

f u t u r e  c o n d i t i o n s ,  c r e a t i n g  t r a f f i c  e s t i m a t e s  f o r  t h e  K A C .  W e  c a r e f u l l y  r e v i e w e d  t h e  r e s u l t i n g  

f o r e c a s t s  f o r  r e a s o n a b l e n e s s ,  n o t  o n l y  o n  t h e  K A C  b u t  e l s e w h e r e  i n  t h e  r e g i o n .  W e  p e r f o r m e d  

s e n s i t i v i t y  t e s t s  t o  m a k e  s u r e  t h a t  t h e  m o d e l  w a s  w o r k i n g  p r o p e r l y  a n d  t h a t  t h e  r e s u l t s  m a d e  s e n s e .  

W e  a l s o  c r e a t e d  a  t o l l  r e v e n u e  m o d e l  f o r  t h e  K A C .  C D M  S m i t h  s p e n t  t i m e  l o o k i n g  a t  t h e  t o l l  

s e n s i t i v i t y  o n  t h e  K A C .  F r o m  t h i s  a n a l y s i s ,  w e  c a l c u l a t e d  t o l l  e l a s t i c i t i e s  f r o m  t h e  m o d e l  a n d  

c o m p a r e d  t h e m  t o  o b s e r v e d  t o l l  e l a s t i c i t i e s  f r o m  o t h e r  p l a c e s .  S i n c e  a l l  T & R  s t u d i e s  i n v o l v e  s o m e  

e l e m e n t  o f  u n c e r t a i n t y ,  w e  p e r f o r m e d  a  r o b u s t  a n a l y s i s  o f t h e  f u l l  r a n g e  o f  o u t c o m e s .  T h i s  i n c l u d e d  

a n a l y s i s  o f  t h e  m a i n  s o u r c e s  o f  r i s k  ( h o u s e h o l d  a n d  e m p l o y m e n t  l e v e l s ,  v a l u e  o f  t i m e  a n d  y e a r l y  

v a r i a t i o n s ] .  A l l  o f  t h i s  w o r k  i s  d o c u m e n t e d  i n  o u r  r e p o r t .

C D M  S m i t h  s p e c i a l i z e s  i n  T & R  s t u d i e s ,  h a v i n g  p e r f o r m e d  h u n d r e d s  o f  s i m i l a r  s t u d i e s  a c r o s s  t h e  

c o u n t r y .  T h e  t r a f f i c  a n d  t o l l  r e v e n u e  e s t i m a t e s  f o r  t h e  K n i k  A r m  C r o s s i n g  w e r e  p r e p a r e d  i n  

a c c o r d a n c e  w i t h  i n d u s t r y  s t a n d a r d s .  O n c e  a g a i n ,  t h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  p a r t i c i p a t e  i n  t h i s  

p r o j e c t .  P l e a s e  l e t  u s  k n o w  i f  y o u  h a v e  q u e s t i o n s  o r  r e q u i r e  f u r t h e r  i n f o r m a t i o n .

S i n c e r e l y ,

S c o t t  A .  A l l a i r e  

V i c e  P r e s i d e n t  

C D M  S m i t h  i n c .

G r a n t  R .  H o l l a n d  

V i c e  P r e s i d e n t  

C D M  S m i t h  I n c .
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Attachment A

S m i t h
9 0 0  Chape! S tre e t, S uite 1 4 0 0  

New Haven, CT 0 6 5 1 0  

tel: 2 0 3  8 6 5 - 2 1 9 1

fax: 2 0 3  6 2 4 - 0 4 8 4

March 6, 2013

Mr. Michael L. Foster, P.E.
Chairman o f the Board 
Knik A rm  Bridge and Toll A u tho rity  
820 East 15th Avenue 
Anchorage, Alaska 99501

Subject: Response to F urther Comments from  T im o thy  James & Associates Regarding the
Independent Review o f T ra ffic  and Toll Revenue Projects

Dear Mr. Foster:

Thank you fo r the o ppo rtun ity  to rep ly  to the recent m em orandum  from  Ms. Danna Moser, CPA, o f 
the D ivision o f Legislative A u d it (DLA), dated February 27, 2013, concerning KABATA's response to 
the earlie r management le tter. On February 15,2013, CDM Smith provided a le tte r responding to  a 
request fo r "c la rifica tions” and "recom m endations” contained in  The K n ik A rm  Crossing: A n  
In d e p e n d e n t R ev ie w  o f  T ra ff ic  a n d  T o ll R evenue P ro je c tio n s  by T im o thy  James &  Associates (TJ&A). 
We have sent a copy o f th a t le tte r suitable fo r public release w ith  the condition it  be released in its 
e n tire ty  along w ith  th is  fu rthe r response. In th is le tter, our comments are directed to the 
m em orandum  from  TJ&A to DLA, dated February 27, 2013, and included as Attachm ent #1 in the 
recent m em orandum  to you from  DLA. We w ill fo llow  the order o f po ints raised in the orig inal 
report and t r y  not to repeat ourselves. The orig inal points are in  italics.

Clarifications
* The h ig h  dependence  o f th e  tra f f ic  a n d  to il reven u e  p ro je c tio n s  on s tro n g  eco no m ic  d e v e lo p m e n t  

a n d  p o p u la tio n  g ro w th  in  th e  P o in t M a c K e n z ie  a re a , n o rth  o f  it, a n d  to  th e  south  a n d  w est o f  
W a s illa  a n d  H ouston .

In the recent m em orandum , TJ&A now  requests "a statement o f households, population and 
em ploym ent by TAZ..."On October 18, 2012 we provided TJ&A, by email, detailed fu tu re  land 
use forecasts, at the level o f tra ffic  analysis zone (TAZ), beginning in 2020 and runn ing  in five 
year intervals through 2035. As we have done in lite ra lly  hundreds o f T&R studies, CDM 
Smith provided them atic maps showing the location and density of fu tu re  land uses a t an 
appropria te  level o f detail. These appear in Figures 1 through 10 o f ou r report titled  Proposed  
K n ik A r m  Crossing: T ra ff ic  a n d  T o ll R evenue U p d a te , dated August 31, 2011. Even more detail 
was included in the w o rk  o f Insight Research Corporation. We have provided TJ&A all o f the 
in fo rm ation  requested.

ENVIRONMENT-■ TRANSPORTATION + ENERGY-r FACILITIES



* The d is p a r ity  b e tw e e n  a v e ra g e  a n n u a l g ro w th  ra te  in  th e  base 2 0 1 2  m e m o ra n d u m  p ro jec tio n s  
p o s t-2 0 2 0  [a f t e r  the  " ra m p -u p "  p e r io d  h as en d e d ] (5 .0 % )  a n d  th e  a v e ra g e  g ro w th  r a te  in A A D T  
2 0 0 1 -2 0 1 1  f o r  G lenn H ig h w a y  a t  E k lu tn a  F la ts  is (1 .9 3 % ).

A fte r acknowledging t he e rro r in the calculation o f the grow th rate, TJ&A s till th inks that the 
tra ffic  on the Knik Arm  Crossing [KAC) would  grow  at the same percentage rate, a fte r the 
ram p up period, as the tra ffic  on a mature fac ility  such as the Glenn Highway at Eklutna Flats. 
We sim ply don 't agree. The KAC w ill open up significant development opportun ities that w ill 
occur over time. Also, there is every reason to expect h igher tra ffic  growth rates on the KAC 
because the numbers s ta rt w ith  a low e r value. This is s im ply arithm etic.

* The d is p a r ity  b e tw e e n  th e  c o m m e rc ia l v e h ic le /p a s s e n g e r veh ic le  s p lit  used in th e  s tud ies  
(a p p ro x im a te ly  1 2 % )  a n d  th e  tra f f ic  c o u n t d a ta  f o r  G lenn H ig h w a y  a t  E k lu tn a  F ia ts  
(a p p ro x im a te ly  5%).

We do not agree. A value o f 5% commercial vehicles would  be too low. The tra ffic  and toll 
revenue forecasts antic ipate that a significant portion  of the truck movements orig inating in 
the Port o f Anchorage w ill d ive rt from  the Glenn Highway to the KAC and Point MacKenzie 
Road. The Port o f Anchorage receives about 90% o f the container fre igh t a rriv ing  in Alaska 
and serves 85% o f the population. Nearly ha lf o f that freightgoes north to Fairbanks, the 
in te r io r  and the North Slope. Given the location o f the Port at the southern term inus o f the 
KAC, and the d irect access from  the Port to the KAC, i t  is reasonable to assume tha t the easier 
tr ip  north would  be on the KAC ra ther than through the streets o f Anchorage and up the 
Glenn Highway. Further, w ith  the re la tive ly  low  tra ffic  volumes on the KAC to start, th is w ill 
be a high percentage o f KAC traffic.

The forecasts for the KAC also envision sign ificant commercial vehicle demand that w ill be 
generated from  w ith in  Anchorage. This includes commercial vehicle tra ffic  from  the Port of 
Anchorage, as well as delivery trucks, recreational vehicles and campers trave lling  between 
Anchorage and Mat-Su Borough. Remember, fo r th is purpose, commercial vehicles include all 
vehicles w ith  three o r more axles including tw o axle vehicles tow ing  a single axle tra ile r.

In addition, the KAC w ill facilita te the expansion and fu rthe r development o f Port MacKenzie, 
w hich w ill greatly increase the level o f commercial tra ffic  in and through the Mat-Su Borough. 
Existing developments (such as the Goose Creek Correctional Center) and fu tu re  industria l 
land development in the Mat-Su Borough are additional reasons fo r the anticipated 
p ropo rtion  o f commercial vehicles on the KAC. The shortage o f industria l land in Anchorage 
has been established.

Sim ilarly, there is a well-docum ented shortage o f residential land in the Anchorage Bowl. 
Once the KAC opens, there w ill be a large area o f industria l and residential land ready for 
deve lopm ent The Port MacKenzie industria l d is tric t has 8,942 acres (about 14 square miles) 
less than five m iles from  Anchorage. Construction activ ities from  these land development

Mr. Michael L. Foster, P.E,
March 6, 2013
Page 2
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activ ities alone w ill generate a substantial volume o f commercial vehicles on the KAC. The 
tra ffic  and to ll revenue forecasts also anticipate interm odal comm ercial vehicle activ ity, 
especially once the second route to  the Paries Highway is constructed. The p rox im ity  o f the 
ports, ra il and the industria l d is tr ic t w ill lead to commercial vehicle use o fth e  KAC.

The 2007 Proposed Knik A rm  Bridge Study analysis was based upon available vehicle 
classification data provided by the Alaska Departm ent o f T ransporta tion  and Public Facilities 
(DOT&PF) from  th e ir perm anent tra ffic  recorder stations. We did not re ly exclusively on the 
vehicle classification counts from  the permanent recorder station on the Glenn H ighway at 
Eklutna Flats, reported earlie r. Other relevant count locations w ere on the Glenn H ighway at 
Kepler D rive and on the Parks H ighway at W illow . Commercial vehicle shares on the Gienn 
H ighway at Kepler Drive ranged from  8.9% to 11.4% between 2003 and 2009. Commercial 
vehicle tra ffic  on the Parks H ighway at W illow  ranged from  14.7% to 21.2% between 2005 
and 2011. The value tha t CDM Smith used fo r p ropo rtion  o f commercial vehicles in the tra ffic  
stream (12% ) generally reflected experience on these locations and the anticipated role of 
the KAC connecting the Mat-Su Borough to Anchorage.

* T he c o n s ta n t c o m m e rc ia l v e h ic le /p a s s e n g e r veh ic le  s p lit  used in  th e  s tu d ies  th ro u g h o u t th e  
s tu d y  p erio d .

W e  explained our considerable experience from  other "greenfie ld '' projects, in w hich the 
p ropo rtion  o f commercial vehicles increased gradually over tim e. Given tha t fo r the purposes 
o f th is study, the de fin ition  o f comm ercial vehicles includes all vehicles w ith  three o r more 
axles inc lud ing  tw o axle vehicles tow ing  a one axle tra ile r, we th in k  tha t the 12% commercial 
vehicles is a reasonable s ta rting  value and that hold ing tha t num ber constant over tim e is 
also reasonable, i f  no t a conservative forecast assumption.

» The o p t im a l ity  o f  a c o n s ta n t re a l to ll o f  $ 5  th ro u g h o u t th e  s tu d y  p erio d .

Our to ll sens itiv ity  analysis dem onstrated tha t the revenue-m axim izing to ll rate for 
passenger vehicles was $6,00 in 2005 dollars. CDM Smith does not recommend to ll rates at 
the very top o fth e  to ll sens itiv ity  curve (the "op tim a l” to ll rate) in order to a llow  fo r 
productive  fu ture  to ll rate increases once the fac ility  is open to operation. In our 2011 update 
o f the analysis, we assumed an opening year passenger vehicle toll rate o f $5.00 in 2016 
dollars, w hich allows even more "headroom" between the opening to ll rate and the revenue- 
m axim izing rate. This is norm al practice in pric ing  a new to ll facility .

* The d iffe re n c e  in  im p lic it  e la s tic itie s  b e tw e e n  th e  2 0 0 7  a n d  2 0 1 1  re p o rts  a n d  th e  usage o f th e  
2 0 0 7  r e p o r t  e la s tic itie s  in  th e  2 0 1 1  p ro jec tion s .

The updated travel demand model, used in the 2011 analysis, was run under a range o f to ll 
rates w ith  a d iversion curve coded in to  the assignment process. In th is way, the travel 
demand model takes in to  consideration the to ll rate, tim e savings and distance savings

Mr. Michael L. Foster, P.E.
March 6, 2013
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between each orig in  and destination pair w ith in  the tra ffic  assignment process. The results o f 
these runs w ere presented in the to ll sensitiv ity curves from  which a to ll rate for passenger 
vehicles was selected. TJ&A's apparent confusion may be due to the lack o f experience in 
travel demand m odeling particu la rly  the to ll d iversion process and to ll sensitiv ity analysis 
norm ally incorporated into tra ffic  and revenue studies.

R e c o m m e n d a t i o n s

E x a m in e  ro a d  c o n d itio n s  such as in s tan ce  d e la y  m in u te s  on a lte rn a t iv e  tr ip  ass ign m en ts) in the  
MSA th ro u g h o u t th e  s tu d y  p e r io d  as tra f f ic  levels  rise.

* U p d a te  th e  o r ig in -d e s tin a tio n  pa iring s .

As explained in our orig ina l response, all travel demand models are validated to data from  a 
h is toric  year and then applied to the future. This includes h is to ric  roadway conditions and 
"0-D  pairings.'' CDM Smith constructed and documented a valid travel demand model fo r the 
KAC and then used tha t model to produce tra ffic  and to ll revenue estimates. This is the 
processes used fo r every travel and demand m odeling study, w hether fo r a regional planning 
study or fo r a tra ffic  and revenue study.

The TJ&A suggestions are d ifficu lt to understand. CDM Smith has already "provided forecast 
land use patterns fo r the relevant TAZs to the north  o fth e  proposed KAC and forecast 
netw ork conditions (possibly at 10 year intervals)." We have actually done th is  at 5 year 
intervals and reported the results.

■ Revise d o w n w a rd s  th e  fo re c a s t g ro w th  in households d u rin g  th e  s tu d y  p e r io d  in lin e  w ith  ISER
g ro w th  rates.

Revise d o w n w a rd s  th e  fo re c a s t  g ro w th  ra te  in e m p lo y m e n t d u r in g  th e  s tu d y  p e r io d  in lin e  w ith  
IS E R  g ro w th  rates.

TJ&A's proposal to test the re liab ility  of short te rm  forecasts made before the Great Recession 
is ju s t not very reasonable or constructive. CDM Smith provided the forecasts o f employment 
and households by TAZ in an email to T im othy James on October 18, 2012.

We disagree w ith  TJ&A's recommendation o f using ISER grow th rates in the forecasts o f KAC 
tra ffic  and to ll revenue. Significant, detailed e ffo rt w en t in to  the development of land use 
forecasts specifically constructed to reflect the im pact that the KAC w ill have on the Mat-Su 
Borough and Anchorage. This level o f e ffo rt is s im p ly not part o f many general transporta tion  
p lanning studies, inc lud ing  lSER's.

Also, as part o fth e  risk  analysis, CDM Smith produced a range o f tra ffic  and to ll revenue 
forecasts w ith  assigned probabilities, not jus t a single forecast. The p rim ary source of risk 
was fu ture  socio-economic conditions. The effect o f low er household and employment

<3 m ! t h
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grow th  w ere reflected in  th is part o f our analysis. We understand that KABATA used th is 
in fo rm a tion  as part o f th e ir financia l planning fo r the KAC.

U p d a te  th e  g a s o lin e  p rices  in  VOC estim ates , a n d  g iv e  a d d it io n a l co n s id e ra tio n  to  a lte rn a t iv e  
scen a rio s  f o r  fu tu r e  g a s o lin e  p r ic e  leve ls  th ro u g h o u t th e  s tu d y  p erio d .

A basic assumption in all o f our to ll studies is that the long te rm  increase in gasoline prices 
w ill no t substantia lly outpace in fla tion . There w ill be fluctuations year to  year, but our 
forecasts are developed focusing on long term  assumptions and trends and not short te rm  
vo la tility . CDM Smith has extensive experience w ith  testing the impacts o f s ign ifican t fuel 
price surges and has reviewed impacts on other facilities we m on ito r through the surges 
experienced over the last decade. Short term  negative to ll revenue impacts as a resu lt o f 
testing fuel price surges have been in the 5% range. However, since the crossing w ill resu lt in 
considerable savings in distance, a sizable increase in fuel prices may actually make the KAC 
more a ttractive  to cars and pa rticu la rly  trucks. The additional savings in fuel costs would  
offset a larger portion o f the  to ll. In our opinion, h igher long-term  fuel prices are no t a 
s ign ifican t r isk  to the KAC tra ffic  and to ll revenue projections.

' A d ju s t V O T  e s tim a te s  f o r  ch ang es  in  re a l incom e o v e r th e  s tu d y  perio d .

We stated in  our in itia l response tha t there were tw o issues: the in itia l value o f tim e (VOT) 
and the changes in VOT over tim e. We understand tha t T j& A ’s comm ent was about "the need 
fo r VOTs to be updated th roughou t the forecasting period to reflect changes in real income." 
As we explained, over the long te rm  increases in  real income are indeed quite  likely. These 
w ill, however, reduce the im pact o f the to ll on travelers. CDM Smith did not a llow  for 
expected increases in real income as a conservative approach to  tra ffic  and to ll revenue 
estim ation. Additiona l data was p rov ided  in our previous response as background on the 
general re la tion  between VOT and median household income.

E n h a n c e  th e  r is k  analysis, to  in c lu d e  a w id e r  s e t o f  in p u t v a r ia b le s  w ith  w e ll-s p e c ifie d  
d is tr ib u tio n s  in  the M o n te  C a rlo  s im u la tio n .

CDM Smith has no fu rthe r comment, except to p o in t out th a t TJ&A has not suggested any 
o ther variables (except possibly VOC) o r any o ther p robab ility  d istribu tions.

C om m ission  an  in d e p e n d e n t o rg a n iz a t io n  to p ro d u c e  t ra f f ic  a n d  to ll reve n u e  p ro je c tio n s  based  
on m o d e lin g  f o r  the p e r io d  2 0 3 7  th ro u g h  2 0 5 1 .

CDM Smith confirms tha t 2035 was the last model year. Beyond this tim e period, the 
underly ing  socio-economic forecasts and transporta tion  planning in fo rm ation  does not ex is t 
Regional transporta tion  plans do n o t go out fu rth e r in to  the future. There is no need to 
commission anyone to forecast tra ffic  and to ll revenue fo r th is tim e period. The approach 
taken by the A u thority  was to  assume no tra ffic  g row th  a fte r the year 204-0, b u t an

finn) Formatted CDM Smith Response 03-06-2033 o
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in fla tionary 2.5% per year to ll rate increase. CDM Smith considers th is  a reasonable, even 
conservative, assumption that is in line w ith  to ll industry  practice.

Once again, thank you fo r the opportun ity  to partic ipate  in the Knik Arm  Crossing project. Please let 
us know  i f  you have q uestions o r require fu rthe r in form ation.

Sincerely,

/
Scott A. A lla ire  
Vice President 
CDM Smith Inc.

Grant R. Holland 
Vice President 
CDM Smith Inc.

Enclosure: Response to the Independent Review o f T ra ffic  and Toll Revenue Projections 
by T im othy James & Associates, February 15, 2013
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M e m b e r s  o f  t h e  L e g i s l a t i v e  B u d g e t  

a n d  A u d i t  C o m m i t t e e :

W e  h a v e  r e v i e w e d  t h e  K n i k  A r m  B r i d g e  a n d  T o l l  A u t h o r i t y ’ s  ( K A B A T A )  r e s p o n s e  t o  t h i s  

a u d i t ,  a n d  e x c e p t  f o r  h i g h l i g h t i n g  t w o  p i e c e s  o f  p o t e n t i a l l y  c o n f i d e n t i a l  i n f o r m a t i o n ,  n o t h i n g  

c o n t a i n e d  i n  t h e  r e s p o n s e  c a u s e s  u s  t o  r e v i s e  o r  r e c o n s i d e r  t h e  r e p o r t ’ s  c o n c l u s i o n s  a n d  

r e c o m m e n d a t i o n .  I n  r e s p o n s e  t o  c o n c e r n s  o v e r  c o n f i d e n t i a l i t y  o f  s p e c i f i c  i n f o r m a t i o n ,  t h e  

c r e d i t  r a t i n g  a g e n c y  n a m e  i n  f o o t n o t e  1 2  o n  p a g e  1 8 ,  a n d  t h e  a m o u n t  K A B A T A  p a i d  f o r  

a c q u i r i n g  e a c h  r i g h t - o f - w a y  p r o p e r t y  n o t e d  i n  A p p e n d i x  A  w e r e  r e d a c t e d .  W e  a p p r e c i a t e  

b e i n g  i n f o r m e d  o f  t h i s  c o n c e r n .

U p o n  r e v i e w  o f  K A B A T A ’ s  r e s p o n s e  t o  t h e  p r e l i m i n a r y  r e p o r t ,  w e  r e a f f i r m  t h e  r e p o r t  

c o n c l u s i o n  t h a t  t h e  t o l l  a n d  t r a f f i c  p r o j e c t i o n s  a r e  b a s e d  o n  e c o n o m i c  a s s u m p t i o n s  a n d  d a t a  

t h a t  a r e  u n r e a s o n a b l y  o p t i m i s t i c .  T h e r e  i s  i n a d e q u a t e  s u p p o r t  f o r  k e y  a s s u m p t i o n s  i n  t h e  K n i k  

A r m  C r o s s i n g  ( K A C )  p r o p o s e d  p l a n s ;  t h i s  i n c l u d e s  s u p p o r t  r e l a t e d  t o  h o u s e h o l d  l e v e l s  a n d  

g r o w t h  r a t e s ,  t r a f f i c  g r o w t h  r a t e s ,  t h e  K A C ’ s  m a r k e t  s h a r e  o f  t r a f f i c ,  t h e  s p l i t  b e t w e e n  

p e r s o n a l  a n d  c o m m e r c i a l  v e h i c l e  t r a f f i c  o v e r  t h e  K A C ,  a n d  t h e  p r o p o s e d  e c o n o m i c  

d e v e l o p m e n t  o f  t h e  P o i n t  M a c K e n z i e  a r e a  a n d  t h e  P o r t  o f  M a c K e n z i e .  T h e s e  c o n c e r n s ,  i n  

t o t a l i t y ,  o v e r s t a t e  t h e  K A C  p r o j e c t e d  c a s h  f l o w s .  W e  r e a f f i r m  o u r  r e c o m m e n d a t i o n  t h a t  

K A B A T A  m a n a g e m e n t  s h o u l d  r e v i s e  t r a f f i c  a n d  t o l l  r e v e n u e  p r o j e c t i o n s  t o  a d d r e s s  

d e f i c i e n c i e s .  S i n c e  b o t h  t h e  t r a n s p o r t a t i o n  m o d e l  a n d  t h e  f i n a n c i a l  m o d e l  a r e  c o m p u t e r  

b a s e d ,  p e r f o r m i n g  “w h at i f  ’ c h a n g e s  i n  u n d e r l y i n g  a s s u m p t i o n s  a n d  d a t a ,  a n d  e v a l u a t i n g  

t h e i r  e f f e c t  o n  o u t c o m e s  s h o u l d  n o t  b e  o v e r l y  b u r d e n s o m e .

W e  c o n c u r  t h a t  t h e  a u d i t  d i d  n o t  f u l l y  a d d r e s s  t h e  a u d i t  o b j e c t i v e s  i n  r e g a r d s  t o  a s s e s s i n g  t h e  

b a l a n c e  o f  r i s k s  a n d  r e w a r d s  e m b o d i e d  i n  t h e  K A C  p r i v a t e - p u b l i c  p a r t n e r s h i p  ( P 3 )  

a g r e e m e n t .  T h i s  s c o p e  l i m i t a t i o n  i s  r e p o r t e d  i n  b o t h  t h e  O b j e c t i v e s ,  S c o p e  a n d  M e t h o d o l o g y  

a n d  t h e  R e p o r t  C o n c l u s i o n s  s e c t i o n s  o f  t h e  a u d i t  r e p o r t  i n  a c c o r d a n c e  w i t h  g o v e r n m e n t a l  

a u d i t i n g  s t a n d a r d s  i s s u e d  b y  t h e  C o m p t r o l l e r  G e n e r a l  o f  t h e  U n i t e d  S t a t e s .  A f t e r  b e i n g  

i n f o r m e d  b y  K A B A T A  t h a t  t h e  P 3  a g r e e m e n t  w a s  c o n f i d e n t i a l  a n d  p u b l i c l y  d i s c l o s i n g  t h e  

a g r e e m e n t  c o u l d  h a v e  a  d e t r i m e n t a l  e f f e c t  o n  t h e  p r o j e c t  a n d  c o m p r o m i s e  t h e  i n t e g r i t y  o f  t h e  

p r o c u r e m e n t  p r o c e s s ,  w e  a g r e e d  n o t  t o  a d d r e s s  t h e  a u d i t  o b j e c t i v e  r e l a t e d  t o  t h e  P 3  r i s k s  a n d  

r e w a r d s .  A l t h o u g h  w e  d i d  n o t  c o n c u r  t h a t  t h e  a g r e e m e n t  w a s  a  c o n f i d e n t i a l  p a r t  o f  t h e  

p r o c u r e m e n t  p r o c e s s ,  i t  w a s  c l e a r  t h a t  t h e  t e r m s  o f  K A B A T A ’ s  P 3  a g r e e m e n t  w e r e  s u b j e c t  t o  

f u r t h e r  c h a n g e s  a n d ,  c o n s e q u e n t l y ,  s h o u l d  n o t  b e  a u d i t e d .

- 2 5 7  -

mailto:legaudit@akleg.gov


K A B A T A ’ s  r e s p o n s e  t o  t h e  a u d i t  i m p l i e s  t h a t  i n c l u s i o n  o f  P h a s e  I I  i n  o u r  a n a l y s i s  o f  t h e  

f i n a n c i a l  p l a n  c o n f u s e s  f u n d i n g  n e e d s  f o r  t h e  P 3  a g r e e m e n t .  T h e y  e x p l a i n e d  t h a t  t h e  p o t e n t i a l  

P 3  a g r e e m e n t  o n l y  c o m m i t s  t h e  p r i v a t e  p a r t n e r  t o  P h a s e  I  o f  t h e  p r o j e c t ,  a n d  t h e y  e m p h a s i z e  

t h a t  P h a s e  I I  i m p r o v e m e n t s  a r e  e n t i r e l y  a t  t h e  d i s c r e t i o n  o f  t h e  S t a t e .  W e  d i s a g r e e ;  f u n d i n g  

n e e d s  s h o u l d  b e  i n c l u s i v e  o f  b o t h  p h a s e s  t o  m e e t  t h e  a u d i t  o b j e c t i v e s .  T h e  s c h e d u l e  o f  c a s h  

f l o w s  o n  p a g e  2 4  i n c l u d e s  i n c r e a s e d  t o l l  r e v e n u e s  a s s o c i a t e d  w i t h  t h e  K A C ’ s  P h a s e  I I  

e x p a n s i o n  w h i c h  i s  a n t i c i p a t e d  t o  b e g i n  2 0 2 5  -  o v e r  2 5  y e a r s  b e f o r e  t h e  P 3  a g r e e m e n t  i s  

e x p e c t e d  t o  t e r m i n a t e .

K A B A T A ’ s  r e s p o n s e  a l s o  r a i s e s  c o n c e r n s  t h a t  t h e  a u d i t  r e p o r t  m i s c h a r a c t e r i z e s  t h e  f e d e r a l  

T ra n sp o rta tio n  In fra stru c tu re  F in a n c e  a n d  In n o v atio n  A ct a n d  t h e  T ran sp o rtatio n  In v estm en t 

G e n e ratin g  E co n o m ic R ecovery  f i n a n c i n g  p r o g r a m s  b y  p o i n t i n g  o u t  K A B A T A ’ s  

u n s u c c e s s f u l  a t t e m p t s  t o  o b t a i n  a s s i s t a n c e  f r o m  t h e s e  p r o g r a m s .  W e  d i s a g r e e .  I d e n t i f y i n g  k e y  

p r o j e c t  m i l e s t o n e s  w a s  a n  a u d i t  o b j e c t i v e .  T h e  a t t e m p t s  t o  o b t a i n  f e d e r a l  a s s i s t a n c e  a r e  

i m p o r t a n t  e v e n t s  i n  d e v e l o p i n g  t h e  p r o j e c t  a n d ,  a s  s u c h ,  a r e  c o n s i d e r e d  k e y  m i l e s t o n e s  a n d  

s h o u l d  b e  i n c l u d e d  i n  t h e  r e p o r t .

I n  s u m m a r y ,  w e  r e a f f i r m  t h e  r e p o r t  c o n c l u s i o n s  a n d  r e c o m m e n d a t i o n .

K r i s  C u r t i s ,  C P A ,  C I S A  

L e g i s l a t i v e  A u d i t o r
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J ^ E P O R T  C O N C I J I S I O N

I n  a n  e f f o r t  t o  p r o v i d e  l e g i s l a t o r s  w i t h  t h e  k n o w l e d g e  n e c e s s a r y  t o  m a k e  i n f o r m e d  d e c i s i o n s  

o n  f u t u r e  K A B A T A - r e l a t e d  l e g i s l a t i o n ,  a n  a u d i t  o f  t h e  K A C  P r o j e c t  w a s  r e q u e s t e d .  T h e  a u d i t  

o b j e c t i v e s  w e r e  t o :

1 .  P r o v i d e  a  h i s t o r i c a l  s u m m a r y  o f  m a j o r  K A C  P r o j e c t  m i l e s t o n e s ;

2 .  I d e n t i f y  s i g n i f i c a n t  c h a n g e s  t o  t h e  p r o j e c t  s c o p e ;

3 .  E v a l u a t e  t h e  a d e q u a c y  o f  p u b l i c  p a r t i c i p a t i o n ;

4 .  P r o v i d e  a  d e t a i l e d  s u m m a r y ,  b y  s o u r c e ,  o f  K A C  a u t h o r i z e d ,  e x p e n d e d ,  a n d  r e m a i n i n g  

f u n d s ,  i n c l u d i n g  t h e  l e v e l  o f  f u n d i n g  n e c e s s a r y  t o  c o m p l e t e  t h e  p r o j e c t ;

5 .  A s c e r t a i n  t h e  r e a s o n a b l e n e s s  o f  K A C  t o l l  a n d  r e v e n u e  p r o j e c t i o n s  a n d  t h e  K A C  

p r o j e c t e d  f i n a n c i a l  p l a n  ( f i n a n c i a l  p l a n ) ;

6 .  E v a l u a t e  t h e  K A C  p r i v a t e - p u b l i c - p a r t n e r s h i p  ( P 3 )  a g r e e m e n t ;  a n d

7 .  O u t l i n e  t h e  b a l a n c e  o f  r i s k s  a n d  r e w a r d s  b e t w e e n  p u b l i c  a n d  p r i v a t e  p a r t n e r  e n t i t i e s  

o u t l i n e d  i n  t h e  P 3  a g r e e m e n t .

T h e  a u d i t  c o n c l u d e s  t h a t  K A C  t o l l  a n d  r e v e n u e  p r o j e c t i o n s  a r e  u n r e a s o n a b l y  o p t i m i s t i c ,  a n d  

t h e  p r o j e c t e d  c a s h  f l o w s  t o  t h e  S t a t e  a r e  l i k e l y  o v e r s t a t e d  a s  a  r e s u l t .  T h e s e  a r e  i m p o r t a n t  

c o n s i d e r a t i o n s  f o r  p o l i c y m a k e r s  s i n c e  t h e  P 3  c o m p e n s a t i o n  a r r a n g e m e n t  r e q u i r e s  K A B A T A  

t o  m a k e  p a y m e n t s  t o  t h e  p r i v a t e  p a r t n e r  r e g a r d l e s s  o f  t h e  p r o j e c t ’ s  a b i l i t y  t o  g e n e r a t e  t o l l  

r e v e n u e s .  T h e  d e f i c i e n c i e s  i n  K A B A T A ’ s  m e t h o d o l o g y  f o r  g e n e r a t i n g  t o l l  a n d  r e v e n u e  

p r o j e c t i o n s  a r e  a d d r e s s e d  i n  R e c o m m e n d a t i o n  N o .  1 .

K A B A T A ’ s  F Y  0 3  t h r o u g h  F Y  1 2  e x p e n s e s  t o t a l  $ 7 0 . 4  m i l l i o n  a n d  a u t h o r i z e d  f u n d i n g  t o t a l s  

$ 1 3 1  m i l l i o n .  T h e  p r o j e c t  i s  e x p e c t e d  t o  r e q u i r e  a n  a d d i t i o n a l  $ 1 . 4  b i l l i o n  f r o m  a  v a r i e t y  o f  

s o u r c e s  i n c l u d i n g  b o n d s ,  l o a n s ,  g r a n t s ,  a n d  p r i v a t e  e q u i t y .  A  d i s c u s s i o n  o f  k e y  p r o j e c t  

p l a n n i n g  a n d  d e v e l o p m e n t  m i l e s t o n e s  i s  p r o v i d e d  a s  p a r t  o f  t h i s  r e p o r t ’ s  B a c k g r o u n d  

I n f o r m a t i o n  s e c t i o n .  A p p e n d i x  A  p r o v i d e s  a  l i s t  o f  s i g n i f i c a n t  K A C  P r o j e c t  m i l e s t o n e s .

T h e  a u d i t  w a s  u n a b l e  t o  f u l l y  o u t l i n e  t h e  b a l a n c e  o f  r i s k s  a n d  r e w a r d s  e m b o d i e d  i n  t h e  f i n a l  

P 3  a g r e e m e n t  b e c a u s e  t h e  p r o c u r e m e n t  p r o c e s s  i s  n o t  c o m p l e t e ,  a n d  t h e  P 3  a g r e e m e n t  h a s  

n o t  b e e n  f i n a l i z e d .  H o w e v e r ,  t h e  g e n e r a l  s t r u c t u r e  o f  t h e  P 3  a g r e e m e n t  h a s  b e e n  d e f i n e d  b y  

K A B A T A ’ s  g o v e r n i n g  b o a r d  a n d  p r o v i d e s  t h a t  t h e  S t a t e  w i l l  b e a r  t h e  r i s k  o f  l o w e r - t h a n -  

e x p e c t e d  t o l l  r e v e n u e s .

I t  i s  i m p o r t a n t  t o  n o t e  t h a t  a  f i n a l  P 3  a g r e e m e n t  w i l l  a l s o  c o n t a i n  r e w a r d s  a n d  a d d i t i o n a l  r i s k s  

t h a t  a r e  n o t  a d d r e s s e d  i n  t h i s  r e p o r t  d u e  t o  t h e  s c o p e  l i m i t a t i o n  a l r e a d y  d i s c u s s e d .  T h i s  r e p o r t  

i s  n o t  c o n c l u d i n g  w h e t h e r  o r  n o t  t h i s  s p e c i f i c  r i s k  i s  j u s t i f i e d  w h e n  c o n s i d e r i n g  t h e  P 3  

a g r e e m e n t ’ s  b a l a n c e  o f  r i s k s  a n d  r e w a r d s  f o r  t h e  a g r e e m e n t  a s  a  w h o l e .  T h e  r i s k  o f  l o w e r -  

t h a n - e x p e c t e d  t o l l  r e v e n u e s  i s  a n  i m p o r t a n t  a s p e c t  o f  u n d e r s t a n d i n g  t h e  p o t e n t i a l  e f f e c t  o f  

d e f i c i e n c i e s  i n  p r o j e c t i o n s  a n d  s h o u l d  b e  c o n s i d e r e d  i n  t h a t  c o n t e x t .
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A p p r o x i m a t e l y  $ 1 . 4  b i l l i o n  i n  f u n d i n g  i s  n e e d e d  t o  c o m p l e t e  t h e  K A C  P r o j e c t .

K A B A T A  m a n a g e m e n t ,  w i t h  a s s i s t a n c e  f r o m  a  f i n a n c i a l  a d v i s o r y  f i r m ,  d e v e l o p e d  t h e  K A C  

f i n a n c i a l  p l a n . 1 2  T h e  t o t a l ,  n e c e s s a r y  p r o j e c t e d  K A C  f u n d i n g  i s  i d e n t i f i e d  i n  t h e  f i n a n c i a l  

p l a n  a s  a p p r o x i m a t e l y  $ 1 . 6  b i l l i o n .  ( S e e  t h e  s c h e d u l e  o f  p r o p o s e d  s o u r c e s  a n d  u s e s  i n  

E x h i b i t  3  o n  p a g e  1 9 . )  T h i s  e s t i m a t e  i n c l u d e s  b o t h  p h a s e s  o f  c o n s t r u c t i o n .  P h a s e  I  i s  

s c h e d u l e d  t o  b e g i n  i m m e d i a t e l y ,  a n d  P h a s e  I I  w i l l  b e  c o m p l e t e d  i n c r e m e n t a l l y .  P e r  E x h i b i t  5  

o n  p a g e  2 5 ,  K A B A T A  h a s  s e c u r e d  $ 1 3 1  m i l l i o n  o f  t h e  $ 1 . 6  b i l l i o n  n e c e s s a r y  f o r  t h e  p r o j e c t .  

T h e  r e m a i n i n g  u n s e c u r e d  f u n d i n g  s o u r c e s  o f  $ 1 . 4  b i l l i o n  a r e  d i s c u s s e d  i n  d e t a i l  b e l o w .

B onds ($ 8 4 6 .9  M illion  -  5 2  P ercen t o f  P ro p o sed  F u nding)

A c c o r d i n g  t o  t h e  K A C  f i n a n c i a l  p l a n ,  t h e  p r i v a t e  p a r t n e r  w i l l  b o r r o w  $ 3 5 0 . 7  m i l l i o n  o f  t h e  

t o t a l  p r o j e c t e d  p r i v a t e  b o n d  f u n d i n g  o f  $ 5 1 6  m i l l i o n  t h r o u g h  a  p r i v a t e  a c t i v i t y  b o n d  ( P A B )  

b o n d  i s s u a n c e  f o r  P h a s e  I  o f  t h e  p r o j e c t .  T h e  r e m a i n i n g  p r i v a t e  a n d  p u b l i c  b o n d  f i n a n c i n g  i n  

t h e  p l a n  ( $ 4 9 6 . 2  m i l l i o n )  f o r  P h a s e  I I  o f  t h e  p r o j e c t  w i l l  n e e d  t o  c o m e  f r o m  o t h e r  s o u r c e s .  

A c c o r d i n g  t o  K A B A T A  m a n a g e m e n t ,  p o t e n t i a l  b o n d  s o u r c e s  m a y  b e  s e c u r e d  t h r o u g h  

K A B A T A  ( t a x  e x e m p t  m u n i c i p a l  r e v e n u e  b o n d s  o r  T I F I A  l o a n s )  o r  t h r o u g h  t h e  p r i v a t e  

p a r t n e r  ( a  s y n d i c a t e d  b a n k  c r e d i t  f a c i l i t y ,  T I F I A  l o a n s ,  o r  t a x a b l e  c o r p o r a t e  b o n d s ) .

TIFIA L oan ($ 3 5 6 .7  M illion -  2 2  P ercen t o f  P ro p o sed  F unding)

I n  2 0 0 5 ,  K A B A T A  m a n a g e m e n t  p u r s u e d  T I F I A  f u n d i n g  o n  b e h a l f  o f  t h e  f u t u r e  p r i v a t e  

p a r t n e r  b y  f i l i n g  a  l o a n  r e q u e s t  w i t h o u t  s u c c e s s .  S i n c e  2 0 0 5 ,  e i g h t  s e p a r a t e  a p p l i c a t i o n s  h a v e  

b e e n  u n s u c c e s s f u l .  I n  J u l y  2 0 1 2 ,  t h e  U n i t e d  S t a t e s  C o n g r e s s  e n a c t e d 1 3  s e v e r a l  c h a n g e s  t o  t h e  

T I F I A  p r o g r a m .  C h a n g e s  i n c r e a s e d  f u n d i n g  l e v e l s ,  i n c r e a s e d  f e d e r a l  p a r t i c i p a t i o n  i n  e l i g i b l e  

p r o j e c t  c o s t s  f r o m  3 3  p e r c e n t  t o  a  4 9  p e r c e n t  c e i l i n g ,  a n d  e l i m i n a t e d  s u b j e c t i v e  s e l e c t i o n  

c r i t e r i a .

Detailed report conclusions are presented below.

12T h e  f i n a n c i a l  p l a n  r e f e r r e d  t o  i n  t h i s  r e p o r t  i s  t h e  D e c e m b e r  2 0 1 2  v e r s i o n  K A B A T A  f o r  a  c r e d i t  r a t i n g .

13 P u b l i c  L a w  1 1 2 - 1 4 1 .
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Exhibit 3

Knik Arm C ro ssin g  P roject 
P ro p o se d  Funding S o u rc e s  and U ses

Total Total KAC Percent
Private Public Project of Total

Financing Investm ent Total Funding

P rooosed Fundinq Sources
B onds $ 5 1 6 ,0 9 4 ,5 4 5 $ 3 3 0 ,7 9 0 ,0 0 0 $ 8 4 6 ,8 8 4 ,5 4 5 5 2 %
TIFIA Loan 3 5 6 ,7 4 7 ,0 5 2 0 3 5 6 ,7 4 7 ,0 5 2 2 2 %
P 3 Private Partner Equity 9 6 ,9 1 2 ,5 6 0 0 9 6 ,9 1 2 ,5 6 0 6 %
Public Funds: 

1 ) Federal 0 1 1 2 ,5 7 2 ,3 4 2 1 1 2 ,5 7 2 ,3 4 2 7 %
2 ) S tate Match 0 1 7 ,3 2 4 ,9 1 7 1 7 ,3 2 4 ,9 1 7 1%
3 ) S tate  Grant (R eserve Fund) 0 1 5 0 ,0 0 0 ,0 0 0 1 5 0 ,0 0 0 ,0 0 0 9 %
4 )  S tate Com m erce Grant 0 1 5 ,0 0 0 ,0 0 0 1 5 ,0 0 0 ,0 0 0 1%
5 ) Municipality Contribution 0 2 6 ,0 0 0 ,0 0 0 2 6 ,0 0 0 ,0 0 0 2%

Total Proposed Funding S ources $ 9 6 9 ,7 5 4 ,1 5 7 $ 6 5 1 ,6 8 7 ,2 5 9 $ 1 ,6 2 1 ,4 4 1 ,4 1 6 1 0 0 %

Prooosed Fundinq Uses
Construction $ 8 6 0 ,2 7 2 ,4 4 3 $ 3 7 8 ,8 9 8 ,9 6 3 $ 1 ,2 3 9 ,1 7 1 ,4 0 6
Right-of-Way 0 1 5 ,2 5 0 ,0 0 0 1 5 ,2 5 0 ,0 0 0
KABATA P3 Construction 
O versight Costs 0 1 1 ,8 2 6 ,0 0 0 1 1 ,8 2 6 ,0 0 0

Port MacKenzie Road Upgrade 0 1 5 ,0 0 0 ,0 0 0 1 5 ,0 0 0 ,0 0 0
KABATA Project C osts Prior to 
P 3  Award 0 7 7 ,4 0 2 ,2 4 6 7 7 ,4 0 2 ,2 4 6

S tate  R eserve Fund for Toll 
R evenue Shortfalls 0 1 5 0 ,0 0 0 ,0 0 0 1 5 0 ,0 0 0 ,0 0 0

Capitalized Interest 6 0 ,8 1 5 ,5 3 7 0 6 0 ,8 1 5 ,5 3 7
P repaid Interest 8 4 8 ,8 6 8 0 8 4 8 ,8 6 8
Debt Service R eserve 3 5 ,0 7 2 ,5 0 0 0 3 5 ,0 7 2 ,5 0 0
C ost of Bond Issuance 6 ,9 2 8 ,5 7 5 1 ,6 5 3 ,9 5 0 8 ,5 8 2 ,5 2 5
Underwriter's Discount 2 ,6 7 1 ,3 2 5 1 ,6 5 3 ,9 5 0 4 ,3 2 5 ,2 7 5
Financial Advisory Firm Fee 3 ,1 4 4 ,8 5 7 0 3 ,1 4 4 ,8 5 7
P 3 A greem ent (Shortfall)/Surplus 0 0 0
Contingency 5 2 2 ,1 5 0 2 ,2 0 2

Total Proposed Funding U ses $ 9 6 9 ,7 5 4 ,1 5 7 $ 6 5 1 ,6 8 7 ,2 5 9 $ 1 ,6 2 1 ,4 4 1 ,4 1 6

Source: KABATA December 2012 Financial Plan

In August 2012, KABATA management submitted a TIFIA loan request for $500 million at 
a 49 percent participation rate in eligible costs. In a letter to KABATA, dated 
September 25, 2012, the Federal Highway Administration (FHWA) pended reviewing the 
request stating that:

•  K ABATA’s loan request “did not present a compelling justification’’’ for providing 
assistance above a 33 percent participation level.
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•  The request cannot be considered further until the $150 million reserve fund is 
appropriated by the State or it becomes clear that the funding is “reasonably likely''' to 
be appropriated.

State Grant - Reserve Fund ($150 Million -  Nine Percent of Proposed Funding)

KABATA intends to capitalize a reserve fund through a general fund appropriation o f  
$150 million. Legislation was unsuccessfully introduced for the appropriation during the 
27th Legislature and has been re-introduced during the 28th Legislature. If an appropriation is 
approved, the funds, along with interest earned on the funds, will be used to cover the net 
deficiencies in projected toll revenues for 2017 through 2030. According to the State Reserve 
Fund cash flows schedule in Appendix C, additional appropriations totaling $41.2 million 
w ill be needed to replenish the fund for 2031 through 2035 (State Replenish column in 
Appendix C o f  the State Reserve Fund cash flows).

Municipality of Anchorage Contribution ($26 Million -  Two Percent of Proposed Funding)

Both the KAC plan and the 2035 Anchorage Metropolitan Area Transportation Solutions 
(AM ATS) plan include an Ingra-Gambell couplet connection project. The $26 million 
identified in the financial plan is the amount the municipality expects to spend on the project 
in conjunction with KABATA and has included the project in its AMATS plan. However, 
the $26 million is not funded by the Municipality o f  Anchorage at this time.

P3 Private Partner Equity ($96.9 Million - Six Percent of Proposed Funding)

As discussed earlier, the procurement o f  the P3 partner has not resulted in an RFP; however, 
KABATA has identified three prequalified prospective P3 partners through the request-for 
qualification process. The private partner will invest equity o f  $96.9 million to construct the 
KAC and operate the project for a specified amount o f  time.

K ABATA’s Schedule o f  Cash Flows shows a net surplus o f $2.2 billion for the KAC Project.

K ABATA’s Schedule o f  Cash Flows is included as Exhibit 4 on page 24 .14 The purpose o f  a 
Schedule o f  Cash Flows is to demonstrate how the flow o f  expected revenues will be used to 
meet expected expenditures. KAC traffic and toll revenue projections for 2017 through 2035 
are based on a transportation model produced by KABATA’s traffic and toll consultant. 
These projections include capacity improvements including the Ingra-Gambell connector and 
upgrading the road and bridge to four lanes. Projections for 2036 through 2061, a period 
covering 60 percent o f  total cash flows, were performed internally by KABATA  
management. This approach was taken because KABATA did not expect further growth in 
traffic volume for the KAC after 2040. K ABA TA’s traffic volume projections for 2035

14The Schedules of Cash Flows presented in Exhibit 4 on page 24 and Appendices B and C use the base case traffic 
and toll revenue projections. This base case is discussed in the Background Section and used by KABATA for the 
KAC’s financial plan.
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through 2040 include an approximately 12 percent increase for personal vehicles and nine 
percent increase for commercial vehicles.

The toll revenue projections for 2041 through 2061 include toll fee increases based on a 
2.5 percent annual inflation factor. Private vehicle toll fees would increase from $8.82 per 
crossing in 2040 to $14.82 per crossing in 2061, while commercial vehicle toll fees would 
increase from $31.76 per crossing to $53.25 per crossing for the same period.

The 2041 through 2051 annual “net surplus” on the Schedule o f  Cash Flows are primarily 
due to increases in toll fees. After 2051, the availability payments to the private partner 
would end, and KATABA would incur the toll collection costs which would result in higher 
annual net surplus amounts. The Schedule o f  Cash Flows in Exhibit 4 shows that 92 percent 
o f  the net surplus for the project would occur from 2051 through 2061.

The analysis o f  toll revenues raises concerns that toll revenues are overstated in KABATA’s 
Schedule o f  Cash Flows. Overstated toll revenues overstate the net surplus amount identified 
in KABATA’s Schedule o f  Cash Flows and may lead to a shortfall rather than a net surplus.

Deficiencies in the assumptions and inputs used by KABATA for the toll and revenue 
projections likely overstate projected cash flow s.

Accuracy o f  the traffic and toll revenue projections is paramount to the success o f  the KAC 
Project. Under the anticipated P3 agreement, KABATA must pay the private partner 
availability payments totaling $3.3 billion over the life o f the agreement (through 2051). 
These payments must be made regardless o f  the level o f  collected toll revenues.

An analysis o f  key assumptions and inputs used in KABATA’s modeling process was 
performed in conjunction with an independent consultant hired by the Division o f  Legislative 
Audit (DLA). A complete copy o f the consultant’s report is included in Appendix E. 
Appendix F contains the consultant’s professional qualifications. The KABATA consultant’s 
review o f  the DLA consultant’s report and further responses by the consultants are 
documented in Appendices G through I.

The DLA consultant’s report identified several concerns regarding the validity o f  
assumptions and inputs used as a basis for projecting toll revenues. The most important 
concern was the potential for the KAC traffic volume to be overstated based on overly 
optimistic assumptions for household and employment levels. Overstating traffic volume in 
K ABATA’s modeling process has the effect o f  overstating projected toll revenues.

Households and Employment. Two inputs that drive demand for the transportation system are 
(1) the number o f  households and (2) the level o f  employment. Population levels impact both 
o f  these inputs. D L A ’s consultant concluded that KABATA’s estimated growth rate and 
2035 household levels were higher than the rate and levels projected by the University o f  
Alaska’s Institute o f  Social and Economic Research (ISER). K ABATA’s estimate o f  
employment growth rate compared to the rate forecast by ISER was also higher -  however to
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a lesser degree. To help understand the source o f  the differences and to further support this 
conclusion, DLA’s consultant compared K ABATA’s estimated population growth rates and 
2035 population levels with ISER and the State o f  Alaska, Department o f  Labor and 
Workforce Development’s estimations. This comparison supported a lower forecast o f  
households and employment.

Lower forecasts o f  households and employment are further supported by consultants that 
conducted Matanuska-Susitna Borough (MSB) planning studies. In 2012, the MSB, with the 
assistance o f a consultant, produced a density and build-out study that projects future land 
use and predicts population and housing quantities. A lso in 2012, the MSB, in conjunction 
with DOTPF, updated its transportation model which included estimated population and 
employment data. When MSB planning staff noted that MSB population and employment 
projections were lower than KABATA’s estimates from the KAC transportation model, MSB 
staff directed their consultant to evaluate and report on the differences. The consultant 
produced a summary document outlining the conceptual differences between the MSB and 
KABATA. The summary is included as Appendix D. Key differences that support lower 
forecasts include: density basis using the MSB rather than Anchorage; nominal water and 
sewer availability in the Knik Goose Bay (KGB) Corridor; lower population and 
employment in Port MacKenzie (Port); limited retail in the Port; limited office land use to 
serve local industrial concerns; less extensive and longer term upgrades to the KGB Corridor 
and the Point MacKenzie road.

Compared to independent sources discussed above, K ABATA’s assumptions and inputs for 
households and employment are overly optimistic. (See Recommendation No. 1.)

K ABA TA’s projected traffic growth rate, the KAC market share, the split for commercial 
traffic, and the economic growth in the Point MacKenzie area are not supported by 
independent sources.

D L A ’s consultant evaluated the reasonableness o f  KABATA’s traffic projections using the 
Glenn Highway as an indicator o f  the current and potential market for the KAC. The Glenn 
Highway is currently the only effective route into and out o f  Anchorage for trips to and from 
the MSB. The average actual traffic growth rate for the Glenn Highway, calculated by 
DOTPF for 2001 through 2011, was 2.5 percent. Average projected traffic growth rates for 
the KAC, produced by KABATA for 2021 through 2040, is significantly higher at five 
percent. The five percent traffic growth rate does not appear to be supported by household 
growth rates or population growth rates. Additionally, D LA ’s consultant concluded that 
KABATA projects the K AC’s market share to be approximately 50 percent. No evidence 
was found to support the 50 percent market share.

Furthermore, K ABATA’s estimate o f a 12 percent split for commercial vehicle traffic is 
outdated and much higher than actual traffic count data supports. Updated traffic count data 
provided by DOTPF suggests a range o f  4.9 to 6.6 percent. This is troubling given that 
commercial vehicles pay a higher toll. Overestimating the split for commercial traffic has the 
effect o f overestimating projected toll revenues.
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Additionally, D LA ’s consultant concluded that the validity o f  KABATA’s employment 
projections was dependent on strong growth in the Point MacKenzie area. Our review o f  
MSB planning documents indicates KABATA’s employment growth projections for the 
Point MacKenzie area are inconsistent with MSB projections and plans.15 The 2012 MSB 
transportation model data projects the employment level in the Point MacKenzie area to be 
4,515 in 2035. The KAC’s transportation model projects the employment level in the Point 
MacKenzie area to be 14,337 in 2035. O f this total, 13,828 relates to the employment level in 
the Port.

To help evaluate the reasonableness o f K ABATA’s projected economic development o f  the 
Port, the projected development was compared to the MSB plan for the Port and the related 
regulations16 for the Port area. The plan and regulations do not allow for the type o f  
development that supports KABATA’s employment projections. (See Recommendation 
N o. 1.)

K ABATA’s risk analysis was too limited to provide assurance o f  achieving projected toll 
revenues.

Risk analyses are an important component o f  traffic and toll revenue projections. When 
conducted properly, risk analyses shed considerable light on the likelihood o f  achieving 
different levels o f  traffic and toll revenues. KABATA did not conduct a risk analysis with its 
original traffic and toll projections in 2007. The 2011 projections17 evaluated as part o f  this 
audit did include a risk analysis. However, D LA ’s consultant concluded that the set o f  
variables used in the risk analysis was too limited to provide a useful analysis.

15The MSB 2012 traffic model update and the Port MacKenzie Master Plan Update (February 2011).
]6Matanuska Susitna Borough Code, Chapter 17.23: Port Mackenzie Special Use District.
17 Proposed Knik Arm Crossing Traffic and Toll Revenue Study Update (Wilbur Smith Associates, August 2011).
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Exhibit 4

KABATA C a sh  Flow s from  KAC fo r C a le n d a r Y ears 2 0 1 7  -  2 0 6 1

P h a s e  II
T ota l KABATA KABATA KABATA Toll KABATA C u m u la tiv e

Toll A vailability A dm in istra tive B o n d s  D eb t C ollec tion O & M /C A P E X N et S u rp lu s / N et S u rp lu s /
D a te R e v e n u e s P a y m e n ts C o s ts S e rv ic e C o s ts C o s ts (Shortfall) (S hortfa ll)

Totals $6,715,668,795 (S 3.303.670.3071 ($ 261.345.664) ($ 645.550.500) ($130 ,310 ,614) ($  142.768.535) $2,232,023,175 $ 0

12/1/2017 16,024,000 (33,712,500) (3,019,041) 0 0 0 (20,707,541) (20,707,541)
12/1/2018 24,543,000 (37,461,000) (3,103,849) 0 0 0 (16,021,849) (36,729,390)
12/1/2019 32,007,000 (43,279,440) (3,191,057) 0 0 0 (14,463,497) (51,192.887)
12/1/2020 38,457,000 (45,170,618) (3,280,734) 0 0 0 (9,994,352) (61,187,239)
12/1/2021 43,317,000 (51,137,442) (3,372,949) 0 0 0 (11,193,391) (72,380,630)
12/1/2022 47,428,000 (53,182,940) (3,467,776) 0 0 0 (9,222,716) (81,603,346)
12/1/2023 51,689,000 (55,310,257) (3,565,289) 0 0 0 (7,186,546) (88,789,892)
12/1/2024 56,124,000 (57,522,668) (3,665,563) 0 0 0 (5,064,231) (93,854,123)
12/1/2025 60,778,000 (59,823,575) (3,768,680) 0 0 0 (2,814,255) (96,668,378)
12/1/2026 67,251,000 (62,216,518) (3,874,718) (21,519,500) 0 0 (20,359,736) (117,028,114)
12/1/2027 73,444,000 (64,705,178) (3,983,762) (21,520,500) 0 0 (16,765,440) (133,793,554)
12/1/2028 79,882,000 (67,293,385) (4,095,897) (21,519,000) 0 0 (13,026,282) (146,819,836)
12/1/2029 86,556,000 (69,985,121) (4,211,212) (21,519,500) 0 0 (9,159,833) (155,979,669)
12/1/2030 93,560,000 (72,784,526) (4,329,797) (21,516,250) 0 0 (5,070,573) (161,050,242)
12/1/2031 99,229,000 (93,471,010) (4,451,746) (21,518,750) 0 0 (20,212,506) (181,262,747)
12/1/2032 106,822,000 (96,524,957) (4,577,155) (21,516,000) 0 0 (15,796,112) (197,058,860)
12/1/2033 114,681,000 (99,700,175) (4,706,122) (21,517,500) 0 0 (11,242,797) (208,301,657)
12/1/2034 122,930,000 (103,000,203) (4,838,750) (21,517,250) 0 0 (6,426,203) (214,727,860)
12/1/2035 131,459,000 (106,433,775) (4,975,143) (21,519,500) 0 0 (1,469,418) (216,197,278)
12/1/2036 137,619,000 (108,671,194) (5,115,408) (21,518,250) 0 0 2,314,148 (213,883,130)
12/1/2037 144,232,000 (110,968,570) (5,259,657) (21,517,750) 0 0 6,486,023 (207,397,107)
12/1/2038 151,137,000 (113,325,323) (5,408,003) (21,517,000) 0 0 10,886,674 (196,510,433)
12/1/2039 158,254,000 (115,740,909) (5,560,563) (21,520,000) 0 0 15,432,528 (181,077,905)
12/1/2040 165,550,000 (118,209,819) (5,717,458) (21,520,500) 0 0 20,102,223 (160,975,683)
12/1/2041 169,688,750 (120,746,912) (5,878,811) (21,517,500) 0 0 21,545,527 (139,430,156)
12/1/2042 173,930,969 (123,346,094) (6,025,781) (21,520,000) 0 0 23,039,094 (116,391,062)
12/1/2043 178,279,243 (126,011,639) (6,176,426) (21,516,500) 0 0 24,574,678 (91,816,384)
12/1/2044 182,736,224 (128,742,533) (6,330,837) (21,516,000) 0 0 26,146,854 (65,669,529)
12/1/2045 187,304,630 (131,537,799) (6,489,108) (21,517,000) 0 0 27,760,723 (37,908,806)
12/1/2046 191,987,245 (134,411,504) (6,651,335) (21,518,000) 0 0 29,406,406 (8,502,400)
12/1/2047 196,786,927 (137,351,768) (6,817,619) (21,517,500) 0 0 31,100,040 22,597,640
12/1/2048 201,706,600 (140,362,414) (6,988,059) (21,519,000) 0 0 32,837,127 55,434,767
12/1/2049 206,749,265 (143,451,979) (7,162,761) (21,515,750) 0 0 34,618,775 90,053,542
12/1/2050 211,917,996 (146,618,387) (7,341,830) (21,516,250) 0 0 36,441,529 126,495,071
12/1/2051 217,215,946 (131,458,175) (7,525,375) (21,518,500) 0 0 56,713,896 183,208,967
12/1/2052 222,646,345 0 (7,713,510) (21,520,500) (11,631,364) (12,221,421) 169,559,550 352,768,517
12/1/2053 228,212,503 0 (7,906,347) (21,520,250) (11,922,148) (12,526,956) 174,336,802 527,105,319
12/1/2054 233,917,816 0 (8,104,006) (21,520,750) (12,220,202) (12,940,806) 179,132,052 706,237,371
12/1/2055 239,765,761 0 (8,306,606) (21,519,750) (12,525,707) (13,166,455) 184,247,243 809,484,614
12/1/2056 245,759,906 0 (8,514,271) 0 (12,838,850) (18,485,367) 205,921,418 1,096,406,032
12/1/2057 251,903,903 0 (8,727,128) 0 (13,159,821) (13,922,721) 216,094,233 1,312,500,265
12/1/2058 258,201,501 0 (8,945,306) 0 (13,488,817) (14,597,231) 221,170,147 1,533,670,412
12/1/2059 264,656,538 0 (9,168,939) 0 (13,826,037) (14,634,413) 227,027,149 1,760,697,561
12/1/2060 271,272,952 0 (9,398,163) 0 (14,171,688) (14,890,614) 232,812,487 1,993,510,048
12/1/2061 278,054,775 0 (9,633,117) 0 (14,525,980) (15,382,551) 238,513,127 2,232,023,175

Source. KABATA December 2012 Financial Plan
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KABATA’s FY 03 through FY 12 expenditures total approximately $70.4 m illion.

KABATA received preliminary planning funds through congressional appropriations. The 
federal funds are administered by the FHWA and matched with $10 million o f  state general 
funds. Additionally, DOTPF provided $8.5 million in general fund monies to cover costs that 
are not allowed for participation under the FHWA federal-aid highway program. This 
includes a DOTPF $7 million general fund “loan” for P3 procurement costs not covered by 
the federal program. The DOTPF commissioner approved the general fund loan o f $7 million 
to KABATA in 2006. KABATA expended $2.5 million o f  the loan by the end o f FY 12. In 
September 2012, DOTPF’s commissioner determined that the department did not have the 
legal authority to make loans to itself. (KABATA is organizationally located within 
DOTPF.) The commissioner forgave the loan and allowed the $2.5 million expenditures and 
the $4.5 million unexpended balance to be funded by DOTPF’s existing general fund 
appropriations.

Exhibit 5 provides a schedule o f  KAC authorized, expended, and remaining funds through 
June 30, 2012.

Exhibit 5

Knik Arm C ro ssin g  P ro je c t 
A u th o rized , E xpended, an d  R em aining F u n d s 

FY 0 3  th ro u g h  F Y 1 2

Authorized Expended Remaining

Federal Funds $  1 1 2 ,5 7 2 ,3 4 2  
State General Funds 1 8 ,4 9 4 ,0 8 2

$ 6 1 ,4 2 5 ,6 3 1  $ 
8 ,9 5 7 ,2 0 2

5 1 ,1 4 6 ,7 1 1
9 ,5 3 6 ,8 8 0

Total $  1 3 1 ,0 6 6 ,4 2 4 $ 7 0 ,3 8 2 ,8 3 3  $ 6 0 ,6 8 3 ,5 9 1

Public participation in the environmental impact statement (EIS) and the pre-construction 
phases complied with federal and state requirements.

As discussed in the Background Information section, the KAC planning process included 
input and participation by federal, state, and local agencies; any affected native groups; and 
the general public. Various planning documents were publicly noticed per federal 
requirements. Public comments were considered when finalizing the EIS preferred 
alternative and the record o f  decision.

Additionally, KABATA management publicly noticed its board meetings in accordance with 
the Open Meetings Act}% Requests for proposals for major contracts (greater than $500,000) 
issued by KABATA management during FY 04 through February 2012 were publicly 
noticed in accordance with the State Procurement Act}9

“Alaska Statute 44.62.310-312. 
“ Alaska Statute 36.30.130.
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p iN D IN G S AND RECO M M ENDATIO N C

Recommendation No. 1

Knik Arm Bridge and Toll Authority fKABATA) management should revise traffic and toll 
revenue projections to address deficiencies.

The audit o f  key assumptions and inputs used in KABATA’s transportation modeling 
process identified several deficiencies regarding the validity o f assumptions and inputs used 
as a basis for projecting toll revenues. Deficiencies are as follows.

•  The household levels and growth rate KABATA projected for 2035 were overly 
optimistic when compared to the household growth rates and levels projected by 
University o f  Alaska’s Institute o f Social and Economic Research and the State’s 
Department o f  Labor and Workforce Development. The discrepancy stems from 
K ABATA’s economic growth rate projections in the Point MacKenzie region, 
specifically in the Port MacKenzie (Port) area.

•  KABATA’s estimated traffic growth rate o f  five percent is significantly higher than 
the actual growth rate o f  2.5 percent based on the Department o f  Transportation and 
Public Facilities’ traffic counts. The differences are partially caused by the anticipated 
growth in population and employment in the Point MacKenzie area.

•  A  projected 50 percent KAC market share o f  traffic is unsupported.

•  The estimate o f  a 12 percent split for commercial vehicle traffic for the KAC is high
compared to actual traffic count data for the Glenn Highway which indicates a split o f  
4.9 to 6.6 percent. KABATA’s 12 percent split is based on DOTPF’s 2003 through 
2006 traffic data. Since then, DOTPF has improved its traffic data collection 
methodology and now reports much lower traffic count splits that better reflect the 
actual count between personal and commercial vehicles.

•  K ABATA’s projected 2035 Point MacKenzie area employment level o f 14,337 is 
significantly higher than the level noted in the Matanuska-Susitna Borough plan o f  
4,515. A majority o f  KABATA’s employment (13,828) is based on projected Port
economic development which is inconsistent with the Port’s master plan and
regulations.

All o f  the above concerns have the effect o f  overstating traffic volume. Overstated traffic 
volume in K ABATA’s modeling process has the effect o f  overstating projected toll revenues.
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The Federal Highway Administration’s (FHWA) guidelines for P3s20 state:

Inaccurate or overly optimistic traffic projections and underestimated project 
costs can lead to the development of pro forma financials that appear to justify 
the investment decision, but that do not reflect the project’s actual ability to 
repay debt or to meet equity investor’s return requirements.

Under K ABATA’s planned P3 arrangement, lower than expected toll revenues would 
necessitate the need for additional funding as availability payments must be paid to the 
private partner regardless o f  how much the bridge is used.

In recognition o f the risk that overstated toll revenues pose to the State, we recommend 
KABATA management revise the traffic and toll revenue projections to address noted 
concerns.

20The FHWA’s Innovative Program Delivery, Risk Assessment for Public-Private Partner ships: A Primer, 
September 10, 2012.
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STATE LEGISLATURE
LEGISLATIVE BUDGET AND AUDIT COMMITTEE

D iv is io n  o f  L eg is la tiv e  A u dit

P.O. Box 113300 
Juneau, AK 99811-3300 

(907)465-3830 
FAX (907) 465-2347 
legaudit@akleg.gov

SUMMARY OF: A Special Report on the Department o f  Transportation and Public 
Facilities, Knik Arm Bridge and Toll Authority (KABATA), Knik Arm Crossing (KAC) 
Project

PURPOSE OF THE REPORT

In accordance with Title 24 o f  the Alaska Statutes and a special request by the Legislative 
Budget and Audit Committee, we have conducted a performance audit o f  K ABATA’s KAC 
Project. The audit objectives were to:

1.
2.
3.
4.

6.
7.

Provide a historical summary o f major KAC Project milestones;
Identify significant changes to the project scope;
Evaluate the adequacy o f  public participation;
Provide a detailed summary, by source, o f  KAC authorized, expended, and remaining 
funding, including the level o f  funding necessary to complete the project;
Ascertain the reasonableness o f  KAC toll and revenue projections and the KAC 
projected financial plan;
Evaluate the KAC private-public-partnership (P3) agreement; and
Outline the balance o f  risks and rewards between public and private partner entities as
outlined in the P3 agreement.

REPORT CONCLUSIONS

The audit concludes that KAC toll and revenue projections are unreasonably optimistic, and 
the projected cash flow s to the State are likely overstated as a result. These are important 
considerations for policymakers since the P3 compensation arrangement requires KABATA  
to make payments to the private partner regardless o f  the project’s ability to generate toll 
revenues. The deficiencies in KABATA’s methodology for generating toll and revenue 
projections are addressed in Recommendation No. 1.

K ABA TA’s FY 03 through FY 12 expenses total $70.4 million and authorized funding totals 
$131 million. The project is expected to require an additional $1.4 billion from a variety o f  
sources including bonds, loans, grants, and private equity. A discussion o f key project 
planning and development milestones is provided as part o f this report’s Background 
Information section. Appendix A provides a list o f  significant KAC Project milestones.

mailto:legaudit@akleg.gov


The audit was unable to fully outline the balance o f  risks and rewards embodied in the final 
P3 agreement because the procurement process is not complete, and the P3 agreement has 
not been finalized. However, the general structure o f  the P3 agreement has been defined by 
K ABATA’s governing board and provides that the State will bear the risk o f  lower-than- 
expected toll revenues.

It is important to note that a final P3 agreement will also contain rewards and additional risks 
that are not addressed in this report due to the scope limitation already discussed. This report 
is not concluding whether or not this specific risk is justified when considering the P3 
agreement’s balance o f  risks and rewards for the agreement as a whole. The risk o f lower- 
than-expected toll revenues is an important aspect o f  understanding the potential effect o f  
deficiencies in projections and should be considered in that context.

FINDINGS AND RECOMMENDATIONS 

Recommendation No. 1

KABATA management should revise traffic and toll revenue projections to address 
deficiencies.

The audit o f  key assumptions and inputs used in KABATA’s transportation modeling 
process identified several concerns regarding the validity o f assumptions and inputs used as a 
basis for projecting KAC toll revenues. Overstated traffic volume in K ABATA’s modeling 
process has the effect o f  overstating projected toll revenues.
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Public-Private Partnership Approach
K A B A T A ’s  p r o p o s e d  P 3  a p p r o a c h  h a s  b e e n  t e s t e d  in  n u m e r o u s  p r o je c t s  in  t h e  U S  a n d  a r o u n d  t h e  w o r ld .

•  K A B A T A  is  u s in g  a  p u b l i c - p r i v a t e  p a r t n e r s h ip ,  o r  P 3 ,  t o  b u i ld  a n d  o p e r a t e  t h e  C r o s s in g

-  A la s k a  le g is la t u r e  a u t h o r i z e d  a n d  e n c o u r a g e d  u s e  o f  P 3  f o r  p r o je c t  d e l i v e r y  u n d e r  A S  1 9 .7 5 .1 1 1

•  A v a i la b i l i t y  f e e  P 3 ’s  f o r  s u r f a c e  t r a n s p o r t a t io n  h a v e  b e e n  u s e d  s u c c e s s f u l l y  in  t h e  U S  fo r :

-  E a s t  E n d  B r id g e  ( o v e r  O h io  R iv e r  n e a r  L o u is v i l le ,  K Y )

-  P r e s id io  P a r k w a y  ( S a n  F r a n c is c o )

-  I - 5 9 5  ( F o r t  L a u d e r d a le )

-  D e n v e r  E a g le  “ F a s t r a c k s ”

-  P o r t  o f  M ia m i  T u n n e l

•  P 3 s  a r e  a c c e p t e d  a s  a  m a in s t r e a m  m e t h o d  to  f in a n c e ,  d e l i v e r  a n d  o p e r a t e  m a jo r  p r o je c t s  w o r ld w id e ,  in c lu d in g  

in  t h e  U K ,  U S ,  G e r m a n y ,  F r a n c e ,  I t a ly ,  S p a in ,  P o r t u g a l ,  A u s t r a l ia ,  C a n a d a ,  C h i le  a n d  B r a z i l

-  C o n c e p t  is  s o  w e l l  p r o v e n  t h a t  in  C a n a d a  a n y  p r o je c t  o v e r  $ 1 0 0 M  u s in g  f e d e r a l  f u n d s  m u s t  a n a ly z e  u s e  o f  

P 3  a n d  j u s t i f y  w h y  P 3  s h o u ld  N O T  b e  u s e d

-  U S  r o a d  P 3 ’s  h a v e  c o m e  in  2 3 %  to  4 2 %  lo w e r  t h a n  t h e  o w n e r ’s  c a p i t a l  c o s t  e s t im a t e 1

(1) For East End Bridge, Presidio Parkway and I-595, the most recent three availability fee P3’s.
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Procurement Status
P r o c u r e m e n t  is  in  p r o c e s s  w i t h  f i r m  b id s  e x p e c t e d  in  2 0 1 3 .

•  K A B A T A  is  w e l l  a lo n g  in  t h e  p r o c u r e m e n t  o f  a  p r iv a t e  p a r t n e r  w i t h  t h e  f o l lo w in g  in t e r n a t io n a l  c o n s o r t ia  

c o m p e t in g  f o r  t h e  C r o s s in g :

A la s k a  I n f r a s t r u c t u r e  A c c e s s  P a r t n e r s  -  I n f r a r e d  C a p i t a l  P a r t n e r s ;  B o u y g u e s ;  C o la s k a ;  U R S  A la s k a ;  M o f f a t t  

&  N ic h o l ;  U S K H ;  R & M  C o n s u l t a n t s ;  M a c q u a r ie  C a p i t a l

-  C o o k  I n le t  P a s s a g e  P a r t n e r s  -  M e r id ia m  I n f r a s t r u c t u r e ;  K ie w i t ;  M a n s o n  C o n s t r u c t io n ;  T r a n s f ie ld  S e r v ic e s ;  

P a r s o n s  T r a n s p o r t a t i o n  G r o u p ;  G o ld e r  A s s o c ia t e s ;  D o w l  H K M ;  D a n  B r o w n  a n d  A s s o c ia t e s ;  B M T  F le e t  

T e c h n o lo g ie s ;  K P M G  C o r p o r a t e  F in a n c e

-  N o r t h  S t a r  M o b i l i t y  G r o u p  -  H o c h t ie f ;  A C S  I n f r a s t r u c t u r e  D e v e lo p m e n t ;  I r id iu m ;  F la t i r o n  C o n s t r u c t o r s ;  

D r a g a d o s ;  T r a y lo r  B r o s . ;  H N T B ;  C H 2 M  H i l l  E n g in e e r s ;  A la s k a  I n t e r s t a t e  C o n s t r u c t io n ;  A r c a d is ;  K o d ia k  M a p ;  

H a r t  C r o w s e r ;  E a r th  M e c h a n ic s ;  B i t t n e r - S h e n ;  D e n a l i  D r i l l in g ;  G r e g g  D r i l l in g

•  S ix  c o n s o r t ia  s u b m i t t e d  q u a l i f i c a t i o n s  s t a t e m e n t s  a n d  t h e  t h r e e  f i r m s  s h o w n  w e r e  s h o r t  l i s t e d  b y  K A B A T A

•  K e y  m e m b e r s  o f  e a c h  t e a m  a r e  a  m ix  o f  lo c a l  A la s k a  f i r m s  a n d  in d u s t r y  le a d e r s  in  U S  a n d  w o r ld w id e  P 3 s
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Structure for Availability Fee P3 Deal
P r iv a t e  p a r t n e r  p r o v id e s  s in g le  p o in t  r e s p o n s ib i l i t y  f o r  d e s ig n ,  c o n s t r u c t io n ,  f i n a n c in g  a n d  l o n g - t e r m  o p e r a t io n  a n d  

m a in t e n a n c e ,  a l l  f o r  a  p r e - d e t e r m in e d  a n n u a l  a v a i l a b i l i t y  f e e .
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Risk Sharing
T h e  f o l lo w in g  s u m m a r i z e s  t h e  k e y  r is k  s h a r in g ,  w h e r e  t h e  p r iv a t e  p a r t n e r  t a k e s  r is k s  u n d e r  i t s  c o n t r o l  a n d  

K A B A T A  a s s u m in g  r is k s  o f  u n c o n t r o l la b le  e v e n t s .

R is k P a r t y  T a k in g  R is k

D e s ig n  d e f i c ie n c ie s  

C o n s t r u c t io n  c o s t  

D e s ig n / c o n s t r u c t i o n  in t e g r a t io n  

C o n s t r u c t io n  s c h e d u le

K A B A T A  d is c r e t io n a r y  c h a n g e  o r d e r s / K A B A T A  a c t s  

A l l  o t h e r  d e s ig n / c o n s t r u c t i o n  c h a n g e  o r d e r s

S p e c i f i c  c o n d i t io n s / e v e n t s  o u t s id e  p r iv a t e  p a r t n e r  c o n t r o l  (see  page 6)

D e b t  s e r v ic e

O & M  c o s t  ( f o r  3 5  y e a r s )

N e e d e d  r e n e w a l  c a p i t a l  e x p e n d i t u r e s  ( f o r  3 5  y e a r s )

F u t u r e  e x p a n s io n s

T o l l  c o l le c t io n  c o s t  ( f o r  3 5  y e a r s )

T o l l  r e v e n u e  

A v a i la b i l i t y  p a y m e n t

P r iv a t e  P a r t n e r  

P r iv a t e  P a r t n e r  

P r i v a t e  P a r t n e r  

P r iv a t e  P a r t n e r  

K A B A T A  

P r iv a t e  P a r t n e r  

K A B A T A  

P r iv a t e  P a r t n e r  

P r iv a t e  P a r t n e r  

P r iv a t e  P a r t n e r  

K A B A T A  /  P r iv a t e  P a r t n e r  

P r iv a t e  P a r t n e r  

K A B A T A

K A B A T A  /  P r o je c t  R e s e r v e  /  

S t a t e  M o r a l  O b l ig a t io n

4 Project Delivery With a Public-Private Partnership c f t l



Availability Payment
P r iv a t e  p a r t n e r  b e a r s  r is k  t h a t  i t s  c o s t s  e x c e e d  t h e  a v a i l a b i l i t y  fe e .

•  A v a i la b i l i t y  p a y m e n t s  a r e  p a y m e n t s  b y  K A B A T A  to  p r i v a t e  p a r t n e r  t o  t h e  e x t e n t  t h e  C r o s s in g  is  “ a v a i l a b le ” t o  

t r a f f i c

-  N o  a v a i la b i l i t y  p a y m e n t s  o w e d  u n t i l  p r o je c t  is  o p e n e d  f o r  s e r v ic e

T o  t h e  e x t e n t  t h e  p r i v a t e  p a r t n e r  d o e s  n o t  k e e p  la n e s  o p e n ,  o r  d o e s  n o t  o p e r a t e  a n d  m a in t a in  t h e  C r o s s in g  

to  d e t a i le d  o p e r a t in g  s t a n d a r d s ,  t h e  a v a i l a b i l i t y  p a y m e n t  is  r e d u c e d

•  A v a i la b i l i t y  p a y m e n t  is  s e t  b y  f o r m u la  a t  t h e  t im e  t h e  c o n c e s s io n  is  s ig n e d  a n d  in c lu d e s  c o m p o n e n t s  f o r :

-  R e c o v e r y  o f  c a p i t a l  ( d e b t  a n d  e q u i t y ) ,  w h ic h  a r e  f i x e d  a n d  n o t  s u b je c t  t o  e s c a la t io n

-  O p e r a t io n ,  m a in t e n a n c e  a n d  r e p a i r ,  w h ic h  a r e  f i x e d ,  b u t  s u b je c t  t o  in f la t io n  e s c a la t io n

-  T o l l i n g  s e r v ic e s ,  w h ic h  a r e  f i x e d  f e e s  p e r  c o l le c t e d  t o l l ,  b u t  s u b je c t  t o  in f la t io n  e s c a la t io n
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Events Outside Private Partner Control
W h i le  K A B A T A  h a s  a s s u m e d  d e s ig n a t e d  u n c o n t r o l l a b le  c i r c u m s t a n c e s  r is k s ,  s t e p s  h a v e  b e e n  t a k e n  to  m i t ig a t e  

t h o s e  r is k s  t o  K A B A T A .

•  K A B A T A  r e t a in s  c e r t a in  o t h e r  r is k s  r e la t e d  t o  K A B A T A  c h a n g e s  o r  a c t s  in  i t s  c o n t r o l  a n d ,  l i s t e d  b e lo w ,  i t e m s  

o u t  o f  t h e  c o n t r o l  o f  t h e  p r iv a t e  p a r t n e r

K A B A T A  R e ta in e d  R is k s  O u ts id e  o f  P r iv a te  P a r tn e r  
C o n t r o l M it ig a t io n

D is c o v e r y  o f  u n fo r e s e e n  s u b s u r fa c e  c o n d it io n s ,  
h a z a r d o u s  w a s te ,  a r c h e o lo g ic a l  r e s o u r c e s ,  

e n d a n g e r e d  s p e c ie s

D e la y s  in  r e c e ip t  o f  c e r ta in  m a jo r  p e r m its  o r  r ig h t  o f  
w a y  a c q u is i t io n ;  c o s ts  o f  c h a n g e s  in  s ta te  la w  o r  

p e r m it  c o n d it io n s

D e la y s  b y  u t i l i t ie s

F o rc e  m a je u r e  e v e n ts ,  in c lu d in g  e a r th q u a k e s ,  w a r , 
te r r o r is m ,  f i r e s ,  f lo o d s

E x te n s iv e  s u b s u r fa c e  in v e s t ig a t io n  c o m p le te d ,  in c lu d in g  b o r in g s  
in  th e  K n ik A r m  a n d  h is to r ic a l /a r c h e o lo g ic a l  s u r v e y s  a lo n g  th e  
b r id g e  a n d  r o a d w a y  a l ig n m e n t

M a jo r  p e r m its  a n d  r ig h t  o f  w a y  s h o u ld  b e  c o m p le te d  p r io r  to  
p r iv a te  p a r tn e r  s e le c t io n

T h e r e  a re  n o t  m a n y  u t i l i t ie s  a lo n g  r ig h t  o f  w a y  a n d  th e y  a re  
k n o w n  a n d  m a p p e d

U t i l i t y  m e m o r a n d a  o f  u n d e r s ta n d in g ,  s h o u ld  b e  e x e c u te d  p r io r  
to  p r iv a te  p a r tn e r  s e le c t io n

T h e  C r o s s in g  is  r e q u ir e d  to  b e  d e s ig n e d  to  w i th s ta n d  
e a r th q u a k e s ,  f i r e s  a n d  f lo o d s

T h e  p r iv a te  p a r tn e r  is  r e q u ir e d  to  c a r r y  c a s u a lt y  in s u r a n c e

I f  a n  e v e n t  is  c a ta s t r o p h ic ,  it  is  l ik e ly  to  b e  c o v e r e d  in  p a r t  b y  
F H W A , F E M A  a n d /o r  o th e r  f e d e r a l  d is a s te r  a id
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2 . Impact of Proposed Legislation on the 
State’s Credit



Proposed Legislation
P a s s a g e  o f  S B 1 3  ( o r  H B 2 3 )  is  c o n d i t io n  t o  t h e  p r o je c t  p r o c e e d in g  u n d e r  t h e  “ a v a i la b i l i t y  f e e ” P 3  a p p r o a c h  a n d  

o b t a in in g  a  lo w  c o s t  T I F I A  lo a n  f r o m  t h e  U S  D e p a r t m e n t  o f  T r a n s p o r t a t io n .

•  K e y  e le m e n t s  o f  t h e  p r o p o s e d  le g is la t io n :

-  A b i l i t y  t o  e s t a b l is h  a  P r o je c t  R e s e r v e  a n d  s u b je c t  i t  t o  a  t r u s t  a r r a n g e m e n t

-  T o l l  r e v e n u e s  c o l le c t e d  b y  K A B A T A  a r e  d e p o s i t e d  in to  t h e  P r o je c t  R e s e r v e

K A B A T A ’s  a v a i l a b i l i t y  p a y m e n t  o b l ig a t io n  a n d  K A B A T A  e x p e n s e s  a r e  p a id  f r o m  t h e  P r o je c t  R e s e r v e

T h e  K A B A T A  c h a i r  m u s t  a n n u a l l y  c e r t i f y  t o  t h e  G o v e r n o r  a n d  L e g is la t u r e  t h e  s t a t u s  o f  t h e  P r o je c t  R s e r v e  

a n d  a m o u n t s  n e e d e d ,  i f  a n y ,  t o  r e s t o r e  it  t o  i t s  m in im u m  r e q u i r e m e n t

-  B y  t h e  t im e  t h e  C r o s s in g  o p e n s  f o r  t r a f f i c ,  t h e  p r o je c t  r e s e r v e  is  e x p e c t e d  t o  b e  f u n d e d  b y  S t a t e  

a p p r o p r ia t i o n s  t o t a l in g  $ 1 5 0  m i l l io n ,  w i t h  a  “ d o w n  p a y m e n t "  t h i s  y e a r

•  P r o je c t  R e s e r v e  m in im u m  r e q u i r e m e n t  is  ( 1 )  1 2 0 %  o f  t h e  e s t im a t e d  a v e r a g e  a v a i la b i l i t y  p a y m e n t  o v e r  n e x t  

t h r e e  y e a r s  p lu s  ( 2 )  1 2 0 %  o f  p r io r  y e a r  K A B A T A  e x p e n s e s  m in u s  ( 3 )  p r io r  y e a r  t o l l  r e v e n u e s

P r o v id e s  l i q u id i t y  t o  K A B A T A  to  m a k e  t h e  a v a i l a b i l i t y  p a y m e n t s  a n d  f u n d  K A B A T A  a d m in i s t r a t i v e  c o s t s  g iv e n  

t h e  a n n u a l  le g is la t i v e  s c h e d u le  ( a p p r o p r ia t i o n s  c a n  n o r m a l ly  o n ly  b e  m a d e  d u r in g  t h e  9 0  d a y  s e s s io n )
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Purpose of State Financial Backstop
T h e  p r i v a t e  p a r t n e r  is  in v e s t in g  n e a r ly  $ 8 0 0  m i l l io n  o f  i t s  f u n d s  t o  b u i ld  t h e  C r o s s in g  a n d  n e e d s  a s s u r a n c e  t h a t  

K A B A T A  a n d  t h e  S t a t e  c a n  p a y  i f  t h e  p r i v a t e  p a r t n e r  m e e t s  i ts  o b l ig a t io n s .

R e q u e s t K e y  P u r p o s e

1 . F u n d in g  s h o r t f a l l s  i f  a v a i la b i l i t y  p a y m e n t s  

a n d  o t h e r  e x p e n s e s  e x c e e d  t o l l  r e v e n u e s

2 .  F u n d in g  “ p in h o le ” r is k s

P r o v id e s  f u n d in g  f o r  e a r ly  y e a r  p r o je c t e d  r e v e n u e  s h o r t f a l l s  

d u r in g  t r a f f i c  r a m p  u p  o n  b r id g e

U n d e r  b a s e  c a s e  p r o je c t io n s  t h e r e  a r e  m in im a l  f u t u r e  n e e d  

f o r  S t a t e  s u p p o r t

P r o v id e s  f u n d in g  f o r  “ p in h o le ” r is k s  a s s u m e d  b y  K A B A T A

P in h o le  r is k s  p r o p o s e d  to  b e  b a c k s t o p p e d  b y  t h e  S t a t e  

in c lu d e :  ( 1 )  t e r m in a t io n  c o s t s ,  s h o u ld  t h e  c o n c e s s io n  b e  

t e r m in a t e d  p r io r  t o  i t s  m a t u r i t y  f o r  K A B A T A  f a u l t  o r  

c o n v e n ie n c e  ; a n d  ( 2 )  c o m p e n s a t io n  f o r  s p e c i f i c  

c o n d i t io n s / e v e n t s  o u t s id e  p r iv a t e  p a r t n e r  c o n t r o l
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Assumptions Provided by Team of Experts
T h e  f i n a n c ia l  p r o je c t io n s  a r e  b a s e d  o n  a  s e t  o f  a s s u m p t io n s  c a r e f u l l y  p r e p a r e d  b y  a  t e a m  o f  e x p e r t s  in  t h e i r  

r e s p e c t i v e  f ie ld s .  

•  A s  K A B A T A ’s  f i n a n c ia l  a d v is o r ,  C i t i g r o u p  h a s  p r e p a r e d  f i n a n c ia l  p r o je c t io n s  t o  s h o w  h o w  t h e  p r o je c t  w i l l  

p e r f o r m  u n d e r  a  s e t  o f  a s s u m p t io n s  d e v e lo p e d  b y  n a t io n a l  e x p e r t s  in  t h e i r  r e s p e c t i v e  f ie ld s :

A s s u m p tio n F irm C re d e n tia ls

C o n s tru c t io n  C o s t H D R 1 F ifth -ra n k e d  e n g in e e r in g  firm  fo r  h ig h w a y  d e s ig n  in th e  U S

T ra ff ic  a n d  R e v e n u e C D M  S m ith F o re m o s t T ra ff ic  a n d  R e v e n u e  c o n s u lta n t w ith  m o re  s tu d ie s  s u p p o r t in g  
f in a n c in g s  th a n  a n y  o th e r  f irm

O p e ra t io n s  a nd  
M a in te n a n c e

H D R /P N D F ifth -ra n k e d  e n g in e e r in g  f irm  fo r  h ig h w a y  d e s ig n  in th e  U S  a n d  o n e  o f  th e  to p  
A la s k a n  ro a d  a n d  b r id g e  e n g in e e rs

To ll C o lle c t io n C D M  S m ith L e a d in g  to ll s y s te m  a d v is o r  to  to ll a n d  tra n s p o r ta t io n  a g e n c ie s

R e n e w a l C a p ita l 
E x p e n d itu re s

C D M  S m ith 2 S u b s ta n tia l e x p e r ie n c e  in in s p e c tin g  b r id g e s  a n d  d e v e lo p in g  c a p ita l 
m a in te n a n c e  p ro g ra m s  fo r  tra n s p o r ta t io n  a g e n c ie s  in th e  U S .

D e b t a n d  E q u ity C it ig ro u p O n e  o f  th e  w o r ld ’s la rg e s t b a n k s  a n d  th e  #1 u n d e rw r ite r  o f  U S  to ll ro a d  b o n d s

(1 ) HDR w as a ssiste d  by PND, Armeni, William Ott and DCS for bridge design and Hydro-Ram and IHC M erw ede for piling
(2 ) CDM Smith w a s a ssiste d  by PND
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KABATA Projected Obligations and Toll Revenues

250

200

End of P 3  

C oncession

COc
o

I  150

Ingra-Gambell Expansion to
and Point 4  Lane

M ackenzie C rossing
Road

$ 2 .2  billion 

surplus 

revenue

to Project R eserve 

Fund n eeded 

during ram p up

100

50

2014  2019
T o ll R evenue

■  A va ila b ility  P a ym en ts
■  KABATA D e b t S e rv ice
■  KABATA T o ll C o lle c tio n

Ingra-Gambell 

Bonds Paid Off

I
■ I I I

m i#
2024 2029 2049 20542034  2039  2044

R ese rve  In te re s t In com e  
KABATA A d m in is tra tiv e  C o s ts  
O p e ra tio n s , M a in te n a n ce  and  C a p ita l E xp e n d itu re s

■ m i l

2059

K e y  A s s u m p t io n s

Traffic & R evenue j « Traffic and toll revenue assum ptions from CDM Smith study dated  A ugust 2 0 1 1  and a s  updated A ugust 2 0 1 2

Tolls | ® $ 5  p er trip (2 0 1 7 )  initially for p a sse n g e r vehicles and escalating at CPI -  higher for com m ercial vehicles

E x p en ses

| •  Availability paym ent under the b a s e  c a s e  financial analysis with equity, private activity tax exem pt bonds and 3 3 %  TIFIA

•  A ssu m es the bridge is ex panded to four lan es and Ingra-Gam bell connector is built a s  traffic w arrants

* KABATA annual adm inistrative e x p e n se s  of $ 3 .0  million a t opening and escalating at inflation (2 ,5 % )

Term  of Analysis • 4 5  y ears from C rossing opening, which is 1 0  y ears  beyond th e  3 5  y ear co n cession term  (bridge life estim ated at 7 5 - 1 0 0  y ears)
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Sensitivities
S e n s i t i v i t i e s  p r e p a r e d  to  d e t e r m in e  u p s id e  a n d  d o w n s id e  im p a c t  o f  t h e  p r o je c t  o n  K A B A T A  a n d  t h e  S t a t e .

•  A n a ly s e s  c o m p le t e d :

-  B a s e  c a s e  -  M o s t  l i k e ly  t r a f f i c  a n d  r e v e n u e  p r o je c t io n

U p s id e  a n d  d o w n s id e  s e n s i t i v i t i e s  a t  5 %  ( a g g r e s s iv e  u p s id e ) ,  2 5 %  ( u p s id e ) ,  7 5 %  ( d o w n s id e )  a n d  9 5 %  

( s e v e r e  d o w n s id e )  p r o b a b i l i t i e s  t h a t  t r a f f i c  w i l l  e x c e e d

•  A n a ly s e s  in c lu d e :

-  I n i t ia l  C r o s s in g :

•  T w o  la n e  b r id g e  a n d  c o n n e c t in g  r o a d s  w i t h  f o u r  la n e  f o u n d a t io n

•  G o v e r n m e n t  H i l l  t u n n e l  b u i l t  t o  s ix  la n e s  t o  a v o id  f u t u r e  n e ig h b o r h o o d  d is r u p t io n

-  F u t u r e  E x p a n s io n s :

•  A d d in g  a n  a d d i t io n a l  t w o  la n e s  t o  t h e  in i t ia l  c o n f ig u r a t io n  ( e s t im a t e d  2 0 3 0 1 f o r  b a s e  c a s e )

•  C o n s t r u c t in g  I n g r a - G a m b e l l  c o n n e c t o r  a n d  P o in t  M a c K e n z ie  R o a d  u p g r a d e  to  f o u r  la n e s  ( e s t im a t e d  2 0 2 5 1 
f o r  b a s e  c a s e )

•  T im in g  o f  t h e s e  P h a s e  2  a d d i t io n s  c o n t r o l le d  b y  K A B A T A  a n d  t h e  S t a t e  b a s e d  o n  t r a f f i c ,  c o n g e s t io n  a n d  

f u n d in g  a v a i la b i l i t y

(1 ) B ased on traffic capacity analysis by CDM Smith and HDR.
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Revenue Sensitivity Results from Monte Carlo Simulations
C i t i  a n a ly z e d  t h e  C r o s s in g ’s  r e v e n u e s  u n d e r  f i v e  c a s e s ,  t h e  b a s e  c a s e  p r e v io u s ly  d e s c r ib e d  a n d  f o u r  a l t e r n a t i v e  

p r o b a b i l i t y  c a s e s  a t  h ig h e r  a n d  l o w e r  t r a f f i c  a n d  r e v e n u e  v o lu m e s .

<nco

4 0 0

3 5 0

3 0 0

2 5 0

150

100

50

T o l l  R e v e n u e  P r o je c t io n s

E 200 
c

(over 4 5  y ears)

In m illio n  d o lla rs
S e v e re  D o w n s id e  
D o w n s id e  
B a s e : M o s t L ik e ly  
U p s id e
A g g re s s iv e  U p s id e

T o ta l In c re a s e /D e c re a s e  
T o ll R e ve n u e s  C o m p a re d  to  B a s e

4,946
6,159
7,001
7,877
9,083

-29.35%
-12.03%

12.52%
29.74%

2 0 1 4 2 0 1 9 2 0 2 4 2 0 2 9 2 0 3 4 2 0 3 9 2 0 4 4

A ggress ive  U pside

U pside

B ase2

D ow nside  1

Severe  D ow nside

2 0 4 9 2 0 5 4 2 0 5 9

9 5 %  Prob. of Exceeding 7 5 %  Prob. of Exceeding —  Base: Most Likely 

 2 5 %  Prob. of Exceeding  ------ 5 %  Prob. of Exceeding

(1 ) The se v e re  dow nside, dow nside, upside and ag g ressiv e upside c a s e s  rep resen t 9 5 % , 7 5 % , 2 5 %  and 5 %  probabilities that traffic and toll rev en u es will 

b e  greater, respectively. For instance, under the sev ere  dow nside, 9 5 %  probability c a se , there is only a 5 %  probability that toll rev en u es will be below 
th e  projection.

(2 ) Equal probability that the traffic and toll rev en u es could be higher or lower than projection.
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Project Cost/Benefit to State

(/)c=
O

C u m u la t i v e  C o s t  a n d  F in a n c ia l  R e t u r n  t o  S t a t e
(Funding of and R e le a se  from Project R eserv e over 4 5  y ears)

(1 ) D ates th e s e  expansions occur under the b a s e  c a se . U nder th e  sensitivities, th e  expansions occur earlier (upside c a s e s )  or later (dow nside c a s e s ) 
b a se d  on w hen traffic levels w arrant th e  expansion.

(2 ) The se v e re  dow nside, dow nside, b a se , upside and ag g ressiv e upside c a s e s  rep resen t 9 5 % , 7 5 % , 5 0 % , 2 5 %  and 5 %  probabilities that traffic and toll 

rev en u es will be greater, respectively. For instance, under the se v e re  dow nside, 9 5 %  probability c a se , there is only a  5 %  probability that toil revenues 
will b e  below th e  projection.

Expansion to 

4  Lane 

C rossing1

Initial $ 1 5 0  

million Project 

R eserv e Funding

Ingra-Gam bell and 

Point MacKenzie 

R o a d 1

3 ,0 0 0

2,000

(1,000)
2 0 1 5  2 0 2 0  2 0 2 5

9 5 %  Prob. of E xceeding 

- 2 5 %  Prob. of E xceeding

2 0 3 0  2 0 3 5  2 0 4 0  2 0 4 5

 7 5 %  Prob. of E xceeding

 5 %  Prob. of E xceeding

2 0 5 0  2 0 5 5  2 0 6 0

• B ase: M ost Likely

D ow nside2

U ps ide2

B ase2

A ggress ive  U pside2

Severe  D ow ns ide2

5 ,0 0 0
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Sensitivity Results
U n d e r  t h e  b a s e  c a s e ,  o v e r  4 5  y e a r s ,  o n g o in g  a p p r o p r ia t i o n s  o f  $ 3 7  m i l l io n  a r e  r e q u i r e d ,  w h i le  t h e  K n ik  A r m  

C r o s s in g  g e n e r a t e s  $ 2 . 3  b i l l io n  o f  r e v e n u e s  to  f u n d  t r a n s p o r t a t io n  in  t h e  S t a te .

S e v e r e

D o w n s id e 1
D o w n s id e 1

B a s e  C a s e  

( M o s t  L ik e ly ) 2
U p s id e 1

A g g r e s s iv e

U p s id e 1

I n i t ia l  P r o je c t  R e s e r v e  F u n d in g  

G r o s s /  ( P r e s e n t  V a l u e ) 3| 4

$ 1 5 0  m illio n  
($ 1 5 0  m illio n )

$ 1 5 0  m illio n  
($ 1 5 0  m illio n )

$ 1 5 0  m illio n  
($ 1 5 0  m illio n )

$ 1 5 0  m illio n  
($ 1 5 0  m illio n )

$ 1 5 0  m illio n  
($ 1 5 0  m illio n )

E x p e c t e d  F u t u r e  S t a t e  L ia b i l i t y  

G r o s s /  ( P r e s e n t  V a l u e ) 3’ 4

$ 6 2 7  m illio n  
($ 2 0 8  m illio n )

$ 1 3 5  m illio n  
($ 5 6  m illio n )

$ 3 7  m illio n  
($ 1 6  m illio n )

$0
($ 0 )

$0
($0 )

E x p e c t e d  T o t a l  S t a t e  L ia b i l i t y  

G r o s s / ( P r e s e n t  V a lu e ) 3' 4

$ 7 7 7  m illio n  
($ 3 5 8  m illio n )

$ 2 8 5  m illio n  
($ 2 0 6  m illio n )

$ 1 8 7  m illio n  
($ 1 6 6  m illio n )

$ 1 5 0  m illio n  
($ 1 5 0  m illio n )

$ 1 5 0  m illio n  
($ 1 5 0  m illio n )

E x p e c t e d  S t a t e  F in a n c ia l  R e t u r n  

G r o s s / ( P r e s e n t  V a lu e ) 3' 4

$ 9 1 0  m illio n  
($ 1 3 9  m illio n )

$ 1 ,7 2 5  m illio n  
($ 2 6 5  m illio n )

$ 2 ,5 1 3  m illio n  
($ 4 2 4  m illio n )

$ 3 ,3 6 4  m illio n  
($ 6 2 8  m illio n )

$ 4 ,5 6 1  m illio n  
($ 9 3 4  m illio n )

....... ........ ...................................

N e t  S t a t e  R e v e n u e s  

G r o s s / ( P r e s e n t  V a lu e ) 3’ 4

$ 1 3 3  m illio n  
( -$ 2 1 9  m illio n )

$ 1 ,4 4 0  m illio n  
($ 5 9  m illio n )

$ 2 ,3 2 6  m illio n  
($ 2 5 8  m illio n )

$ 3 ,2 1 4  m illio n  
($ 4 7 8  m illio n )

$4 ,411  m illio n  
($ 7 8 4  m illio n )

(1 ) The sev ere  dow nside, dow nside, upside and ag g ressiv e upside c a s e s  rep resen t 9 5 % , 7 5 % , 2 5 %  and 5 %  probabilities that traffic and toll rev en u es will

be greater, respectively. For instance, under the se v e re  dow nside, 9 5 %  probability c a se , th ere  is only a  5 %  probability that toll rev en u es will be below
the projection.

(2 ) Equal probability that the traffic and toll rev en u es could be higher or lower than projection.

(3 ) P re se n t value a ssu m e s  4 .4 %  discount rate (S ta te ’s  3 0  year borrowing cost).

(4 ) Includes C rossing and expansion to 4  lan es and Ingra-Gam beil Viaduct w hen traffic w arrants.
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Conservative Assumptions Used in the Financial Analysis
C i t i g r o u p ’s  a n a ly s is  u s e s  c o n s e r v a t i v e ,  r e a s o n a b le  a s s u m p t io n s .

•  I n t e r e s t  r a te  a s s u m p t io n s  s ig n i f i c a n t l y  a b o v e  c u r r e n t  m a r k e t

-  1 .5 %  h ig h e r  f o r  t a x - e x e m p t  P A B s

-  1 .1 %  h ig h e r  f o r  T I F I A  lo a n

U s in g  c u r r e n t  m a r k e t  in t e r e s t  r a t e s  e l im in a t e s  a n y  S t a t e  r e s e r v e  r e p le n is h m e n t  in  o t h e r  t h a n  t h e  9 5 %  

p r o b a b i l i t y ,  s e v e r e  d o w n s id e  s c e n a r io

•  R e d u c t io n  in  t h e  r e s e r v e  r e p le n is h m e n t  in  9 5 %  p r o b a b i l i t y  s c e n a r io  f r o m  $ 6 2 7  m i l l io n  t o  $ 1 1 3  m i l l io n

•  C o n s t r u c t io n  c o s t  in c lu d e s  a  $ 8 4  m i l l io n  c o n t i n g e n c y

•  A s s u m e s  c r o s s in g  e x p a n s io n  a s  t r a f f i c  w a r r a n t s ,  e v e n  i f  s t a t e  is  p a y in g  u n d e r  “ m o r a l  o b l i g a t i o n ” p le d g e

I f  K A B A T A  d id  n o t  m o v e  f o r w a r d  w i t h  t h e  e x p a n s io n s ,  u n d e r  t h e  s e v e r e  d o w n s id e  c a s e ,  S t a t e  r e s e r v e  

r e p le n is h m e n t  d r o p s  f r o m  $ 6 2 7  m i l l io n  t o  $ 1 1 3  m i l l io n ,  b u t  t h e  C r o s s in g  w o u ld  b e c o m e  c o n g e s t e d

•  U p s id e  a n d  d o w n s id e  t r a f f i c  a n d  r e v e n u e  p r o je c t io n s  m o d e le d

•  3 3 %  T I F I A  a n d  n o  r u r a l  e l i g ib i l i t y

-  R e c e n t  F e d e r a l  H ig h w a y s  r e a u t h o r i z a t io n  a l lo w s  u p  t o  4 9 %  T I F I A  a n d  lo w e r  in t e r e s t  r a t e  f o r  r u r a l  p r o je c t s

•  P o r t io n  o f  t h e  C r o s s in g  in  t h e  M a t  S u  l i k e ly  c o n s id e r e d  r u r a l

•  D o e s  n o t  c o n s id e r  t h e  b e n e f i t s  o f  t h e  C r o s s in g  t o  t h e  p u b l i c  o r  t h e  r e s u l t in g  e c o n o m ic  d e v e lo p m e n t

•  A t  t h e  e n d  o f  a n a ly s is  S t a t e  o w n s  a  $ 1  b i l l i o n +  a s s e t  u n e n c u m b e r e d
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A n a l y s i s  o f  F i n a n c i a l  I m p a c t  o f  L e g i s l a t i o n  o n  S t a t e

S t a t e ’s  a p p r o p r ia t io n  p le d g e  is  a  b a c k  u p  to  to ll r e v e n u e s  a n d  w o u ld  o n ly  b e  t r ig g e r e d  if to ll r e v e n u e s  a r e
in s u f f ic ie n t  to  p a y  c o s t s .

• K A B A T A ’s  s o u r c e  o f  f u n d s  to  p a y  t h e  p r iv a t e  p a r t n e r  is  a  “d o u b le  b a r r e le d ” c r e d it

P a y a b le  F I R S T  f r o m  to ll r e v e n u e s  in  t h e  P r o je c t  R e s e r v e  a s  t h e  in t e n d e d  p r im a r y  s o u r c e  o f  d e b t  r e p a y m e n t

P a y a b le  S E C O N D  fr o m  th e  a p p r o p r ia t e d  f u n d s  in  t h e  P r o je c t  R e s e r v e ,  in it ia lly  e q u a l  to  $ 1 5 0  m illio n , a n d  a
c o m m it m e n t  to  s e e k  a  s t a t e  a p p r o p r ia t io n  if t h e  P r o je c t  R e s e r v e  f a l l s  s h o r t  o f  m in im u m  r e q u ir e m e n t

• M in im a l fu t u r e  a p p r o p r ia t io n s  n e e d e d  u n d e r  th e  b a s e  c a s e  f in a n c ia l  p r o je c t io n s

• M o r a l o b lig a t io n  c o m m it m e n t s  a r e  a n  a c c e p t e d  c r e d it  s u p p o r t  f e a t u r e  u s e d  b y  th e  A l a s k a  B o n d  B a n k  a n d  

A I D E A  w h ic h  h a v e  g o o d  r e c o r d s  o f  d e b t  r e p a y m e n t  a n d  h a v e  b e e n  c r e d it  n e u t r a l to  th e  S t a t e ’s  o w n  b o n d  
r a t in g

• K A B A T A  u s e  o f  t h e  S t a t e  “m o r a l o b l ig a t io n ” p r o v is io n  h a s  b e e n  c a r e f u l ly  c r a f t e d  a s  b a c k - u p  c r e d it  p r o t e c t io n  
th a t  s h o u ld  b e  v ie w e d  a s  c r e d it  n e u t r a l  to  th e  S t a t e 's  o w n  b o n d  r a t in g  b e c a u s e  o f  th e  s t r e n g t h  o f  th e  o v e r a l l  
p r o je c t  p la n  a n d  s t r e n g t h  o f  t h e  p r im a r y  s e c u r it y
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A n a l y s i s  o f  I m p a c t  o f  L e g i s l a t i o n  o n  S t a t e  (continued)

T h e  p r o p o s e d  le g is la t io n  s h o u ld  b e  c r e d it  n e u t r a l  to  t h e  S t a t e ,  g iv e n  t h e  m in im a l p r o je c t e d  n e e d  fo r  
a p p r o p r ia t io n s  a n d  t h e  im p o r t a n c e  o f  th e  p r o je c t  to  th e  S t a t e .

• T h e  m o r a l o b lig a t io n  p r o v is io n ,  w h ile  f u n d a m e n t a l  to  th e  c r e d it ,  is  l ik e ly  to  b e  u s e d  s p a r in g ly

N o  a v a i la b i l i t y  p a y m e n t s  d u e  u n til t h e  P r o je c t  is  c o m p le t e d  a n d  a v a i la b le  fo r  s e r v ic e ,  w h ic h  r e m o v e s  th e  

c o n s t r u c t io n  r i s k s  ( S t a t e  is  n o t  t a k in g  o n  c o n s t r u c t io n  c o s t  o v e r r u n  o r  s c h e d u le  r is k )

• In  t h e  b a s e  c a s e ,  a g g r e g a t e  d r a w s  fro m  t h e  S t a t e  a r e  $ 3 6  m illio n ; o t h e r  s h o r t f a l ls  a r e  c o v e r e d  b y  th e  

P r o je c t  R e s e r v e  w ith o u t  th e  n e e d  fo r  fu r t h e r  a p p r o p r ia t io n s

• U n d e r  a  s e v e r e  d o w n s id e  c a s e ,  “9 5 %  p r o b a b il it y  o f  e x c e e d in g ,"  f ir s t  P r o je c t  R e s e r v e  r e p le n is h m e n t  b y  

S t a t e  is  in 2 0 2 5  ( $ 9  m illio n )  a n d  m a x im u m  a n n u a l  p a y m e n t  is  $ 3 8  m illio n  in  2 0 4 3

• P r o je c t  e s s e n t ia l i t y

In f r a s t r u c t u r e  p r o je c t s ,  l ik e  th e  K n ik  A r m  C r o s s i n g ,  fill a n  e s s e n t ia l  n e e d  a n d  s p u r  e c o n o m ic  d e v e lo p m e n t
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IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be used or 
relied upon, by you for the purpose of avoiding any tax penalties and (11} may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby ("Transaction'). 
Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.
In any instance where distribution of this communication is subject to the rules of the US Commodity Futures Trading Commission (“CFTC”), this communication constitutes an invitation to consider entering 
into a derivatives transaction under U.S. CFTC Regulations §§ 1.71 and 23.605. where applicable, but is not a binding offer to buy/sell any financial instrument
However, this is tx>t a recommendation to enter into any swap with any counterparty or a recommendation of a trading strategy involving a swap. Prior to recommending a swap or a trading strategy involving 
a swap to you, Citigroup would need to undertake diligence in order to have a reasonable basis to believe that the recommended swap or swap trading strategy is suitable for you, obtain written 
representations from you that you are exercising independent judgment in evaluating any such recommendation, and make certain disclosures to you. Furthermore, nothing in this pitch book is, or should be 
construed to be. an offer to enter into a swap.
Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forfo in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a 
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law or 
regulation, you agree to keep confidential the information contained herein and the existence of and proposed terms for any Transaction.
Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as weil as the legal, 
tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are not relying on us 
for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) you 
should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters. By acceptance of these materials, 
you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm that no participant In any Transaction 
shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.
We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer ID number. 
We may also request corporate formation documents, or other forms of identification, to verify information provided.
Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any time 
without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may indude results of analyses from a quantitative model which 
represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment as of the date hereof 
and are subject to change without any notice. We and/or our affiliates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position in any such instrument at 
any time.
Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or Indirectly, 
a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation: and (ii) prohibits analysts from being compensated for specific 
recommendations or views contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest. Citi has enacted policies and procedures designed to 
limit communications between its investment banking and research personnel to specifically prescribed circumstances.
© 2013 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.

Citi believes that sustainability is good business practice. We work closely with our clients, peer financial institutions, NGOs and other partners to finance solutions to climate change, develop industry standards, reduce our 
own environmental footprint, and engage with stakeholders to advance shared learning and solutions. Highlights of Citi's unique role in promoting sustainability include: (a) releasing in 2007 a Climate Change Position 
Statement, the first US financial institution to do so; (b) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of renewable energy, clean technology, 
and other carbon-emission reduction activities; (c) committing to an absolute reduction in GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (d) purchasing more than 234,000 MWh of 
carbon neutral power for our operations over the last three years: (e) establishing in 2008 the Carbon Principles; a framework for banks and their U.S. power clients to evaluate and address carbon risks in the financing of 
electric power projects; (f) producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with a broad range of stakeholders on the 
issue of climate change to help advance understanding and solutions.
Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and. where appropriate, to mitigate those risks.
efficiency, renewable energy and mitigation



Knik Arm Bridge and Toll Authority 
(KABATA)

• Established by Alaska Legislature in 2003 
under Alaska Statute 19.75 to

“...develop, stimulate, and advance the 
economic welfare of the state and further 
the development of public transportation 
systems in the vicinity of the Upper Cook Inlet 
with construction of a bridge to span Knik 
Arm and connect the Municipality of 
Anchorage and the Matanuska-Susitna 
Borough.”

w w w  k n i k a r m b r i d g e . c o m
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P o p u la t io n  S t a t is t ic s

Region

Actual 
Population 

1985 1

Actual
Population

20101

Forecast
Population

20352

Actual 
Change 
1985 to 

2010

Forecast 
Change 
2010 to 

2035

Percent 
Change 
1985 to 

2010

Percent 
Change 
2010 to 

2035

A n c h o r a g e 2 2 6 , 8 4 8 2 9 1 , 8 2 6 3 5 4 , 4 9 0 6 4 ,9 7 8 6 2 , 6 6 4 2 8 .6 % 2 1 .5 %

M a t - S u 3 7 ,2 8 0 8 9 , 7 3 7 1 9 0 ,8 7 3 5 2 , 4 5 7 1 0 1 ,1 3 6 1 4 0 . 7 % 1 1 2 . 7 %

R e g io n 2 6 4 , 1 2 8 3 8 1 , 5 6 3 5 4 5 ,3 6 3 1 1 7 ,4 3 5 1 6 3 ,8 0 0 4 4 . 5 % 4 2 .9 %

1. U.S. Census Bureau July 1,1985 estimate and April 2010 actual count.
2. ISER population forecast growth rates applied to 2010 decennial census count.

w w w . k n i k a r m b r t d g e . c o m Knik arm Crossing
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Population Growth 
Drives Traffic Increases

Location

1985 
Average 

Annual Daily 
Traffic

2010 
Average 

Annual Daily 
Traffic

2035 Forecast 
Average 

Annual Daily 
Traffic *

Forecast 
Increase in 
Daily Traffic 
2010-2035

Eklutna 15,682
i

29,664 65,000 35,336

Hiland Road 33,555 52,824 110,000 57,176

* F o r e c a s t  a s s u m e s  tra ff ic  w ith o u t th e  b r id g e .

w w w . k n i k a r m b r i d g e . c o m Knik Arm Crossing
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What Happens Without the Bridge?

• State has to accommodate transportation 
needs to maintain existing level of service:

-  6  l a n e  i m p r o v e m e n t s  o n  G l e n n  H i g h w a y  f r o m  

E a g l e  R i v e r  t o  W a s i l l a

-  8  l a n e  i m p r o v e m e n t s  o n  G l e n n  H i g h w a y  f r o m  

S o u t h  E a g l e  R i v e r  t o  5 t h  A v e n u e

-  P a r k s  W a s i l l a  B y p a s s

-  N e t w o r k  i m p r o v e m e n t s  i n  P a l m e r / W a s i l l a  c o r r i d o r

• *$3 billion total cost with no toll revenue *
• E s t im a t e  p e r  2 0 0 8  S t a t e w id e  L R T P  p r e p a r e d  b y  A D O T & P F

v v w w . k m k a r m b r i d g e . c o m Knik arm Crossing



P 3  R is k  A llo c a t io n s

S t a t e  P r i v a t e

F i n a n c i n g / R e f i n a n c i n g  

D e s i g n  

B u i l d

O p e r a t i o n s  a n d  M a i n t e n a n c e  

T o l l  C o l l e c t i o n  

T o l l  R e v e n u e  

C a p a c i t y  i m p r o v e m e n t s 1

1 . K A B A T A  r e s p o n s i b l e  f o r  I n g r a - G a m b e l l  c o n n e c t i o n  a n d  P o i n t  M a c k e n z i e  R o a d  u p g r a d e  t o  f o u r  l a n e .  D e v e l o p e r  r e s p o n s i b l e
w ithin c o n c e s s io n  a lign m en t.

www. kn ikar m br icige .com
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KABATA Projected Obligations and Toll
Revenues (33% TIFIA)

3 0 0  n

onc:
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i
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250 -

2 0 0
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Benefits for Alaskans
E c o n o m i c  s t i m u l u s :

-  $ 7 1 5  m i l l i o n  o f  n e w  i n f r a s t r u c t u r e

-  1 , 5 0 0  j o b s  f o r  4  y e a r s  o f  c o n s t r u c t i o n

L o w e r s  c o s t  f o r  f r e i g h t  t o  I n t e r i o r  —  $ 3 0 0  m i l l i o n  t r u c k  

f r e i g h t  s a v i n g s  f i r s t  1 0  y e a r s

L o w e r s  c o s t  f o r  A l a s k a n  d r i v e r s  -  $ 3 0 0  m i l l i o n  

p o c k e t b o o k  s a v i n g s  f i r s t  1 0  y e a r s

R e d u c e d  c a r b o n  e m i s s i o n s  -  O v e r  6 5 0 , 0 0 0  m e t r i c  t o n e  

f i r s t  1 0  y e a r s

w w w  k n i k a r m b r i d g e . c o m Knik Arm Crossing



Benefits for Alaskans (continued)

•  A l t e r n a t i v e  t o  G l e n n  H i g h w a y  f o r  s a f e t y ,  s e c u r i t y ,  

e m e r g e n c y ,  a n d  a c c i d e n t s

•  A c c e s s  t o  l a n d  f o r  c o m m e r c i a l ,  i n d u s t r i a l  a n d  r e s i d e n t i a l  

d e v e l o p m e n t  a n d  t o  s u p p o r t  p o p u l a t i o n  g r o w t h

•  I m p r o v e d  a c c e s s  f o r  G o o s e  C r e e k  C o r r e c t i o n a l  C e n t e r  -  

$ 3 0  m i l l i o n  s a v i n g s  f i r s t  1 0  y e a r s

•  C o n n e c t s  P o r t  o f  A n c h o r a g e  a n d  P o r t  M a c K e n z i e  t o  b e t t e r  

s e r v e  t h e  S t a t e

•  F i r s t  l e g  f o r  a c c e s s  t o  w e s t e r n  C o o k  I n l e t  r e s o u r c e s  ( C o a l ,  

O i l  a n d  G a s ,  G e o t h e r m a l ,  H y d r o e l e c t r i c )

w w w . k n t k a r m b r i d g e . c o m knik Arm Crossing
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Alaskans Recognize Bridge Value
Overall, when everything is considered, would you say now is a good time to build the Knik Arm 
Bridge, should we wait until later, or should it never be built?

R u r a l  A l a s k a Interior Results Southcentral Results

Never Unsure

Wait
until
later
19%

D i t t m a n  R e s e a r c h  a n d  C o m m u n i c a t i o n s  A l a s k a n  A t t i t u d e s  a n d  P e r c e p t i o n s  S u r v e y ,  N o v e m b e r  -  D e c e m b e r  2 0 1 1 .

w w w . k m k a r m b n d g e . t o m Knik Arm Crossing
__

Never Unsure 
build 3 % 
13%

http://www.kmkarmbndge.tom


C it ig r o u p  G lo b a l  M a r k e t s  In c .

April 2, 2013

Knik Arm Crossing
Financing Briefing

This document responds to some of the pages in the presentation 
done by Citigroup Global Markets Inc. (Citi) to the Senate Finance 
Committee on April 2, 2013.
The annotations in the R ED  boxes in this document are by Bob French 
(bgkfrench@gmail.com, 907-240-1744) and Jamie Kenworthy 
(jamiek@alaska.com, 907-360-5661).
The original document by Citi is available on B A S IS  as "SB 13 Citi 
Presentation KABATA Finance Committee 3-30-13 FINAL2.pdf' ____

Strictly Private and Confidential
cftT
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P u b l i c - P r i v a t e  P a r t n e r s h i p  A p p r o a c h

K A B A T A ’s  p r o p o s e d  P 3  a p p r o a c h  h a s  b e e n  t e s t e d  in n u m e r o u s  p r o je c t s  in  th e  U S  a n d  a r o u n d  th e  w o r ld .

• K A B A T A  is  u s in g  a  p u b l ic - p r iv a t e  p a r t n e r s h ip ,  o r  P 3 ,  to  b u ild  a n d  o p e r a t e  t h e  C r o s s i n g

-  A l a s k a  le g is la t u r e  a u t h o r iz e d  a n d  e n c o u r a g e d  u s e  o f  P 3  fo r  p r o je c t  c V ehicle Sm ith 1

A v a i la b i l i t y  f e e  P 3 ’s  fo r  s u r f a c e  t r a n s p o r t a t io n  h a v e  b e e n  u s e d  s u c c e s s Tolls? F o r e c a s t? C o m p le te d ?

-  E a s t  E n d  B r id g e  ( o v e r  O h io  R iv e r  n e a r  L o u is v i l le ,  K Y ) ---------- > Yes Yes No

-  P r e s id io  P a r k w a y  ( S a n  F r a n c i s c o ) ........ ......... ... ---------- > No No No

-  I - 5 9 5  ( F o r t  L a u d e r d a l e ) --------------------------------------------------------------------- ---------- > No No No

-  D e n v e r  E a g l e  “F a s t r a c k s ” ---------------------------------------------------------------------------> No No No
-  P o r t  o f  M ia m i T u n n e l  ------------------------------------------------------------------------------------- > No No No

• P 3 s  a r e  a c c e p t e d  a s  a  m a in s t r e a m  m e t h o d  to  f in a n c e ,  d e l iv e r  a n d  o p e r a t e  m a jo r  p r o je c t s  w o r ld w id e ,  in c lu d in g  
in  th e  U K ,  U S ,  G e r m a n y ,  F r a n c e ,  Ita ly ,  S p a in ,  P o r t u g a l,  A u s t r a l ia ,  C a n a d a ,  C h i le  a n d  B r a z i l

C o n c e p t  is  s o  w e ll p r o v e n  th a t  in  C a n a d a  a n y  p r o je c t  o v e r  $ 1 0 0 M  u s in g  f e d e r a l  f u n d s  m u s t  a n a ly z e  u s e  o f  

P 3  a n d  ju s t i f y  w h y  P 3  s h o u ld  N O T  b e  u s e d

-  U S  r o a d  P 3 ’s  h a v e  c o m e  in 2 3 %  to  4 2 %  lo w e r  t h a n  th e  o w n e r ’s  c a p it a l  c o s t  e s t im a t e 1

Smith
Forecast?

Yes
Yes
Yes
Yes

Other projects Vehicle Tolls? 
Yes 
Yes 
Yes 
Yes

Com pleted?
Yes
Yes
Yes
No

Bankrupt?
Yes
Yes
Yes
???

Pocahontas Pkwy (VA) 
South Bay Expressway (CA) 
Southern Connector (SC) 
Knik Arm Bridge (AK)

(1) For East End Bridge, Presidio Parkway and I-595, the most recent three availability fee P3’s.

1 Project Delivery With a Public-Private Partnership
It has been proven that private sector has made money packaging P3 contracts. It has not been 
proven that they represent the best value compared to state direct bonding. It is proven that CDM 
Smith (formerly Wilbur Smith) has a national track record of overestimating toll revenue by 118% or 
more than factor of 2. (Transportation Research Board of the National Academy of Sciences.)



S t r u c t u r e  f o r  A v a i l a b i l i t y  F e e  P 3  D e a l

P r iv a t e  p a r t n e r  p r o v id e s  s in g le  p o in t  r e s p o n s ib i l i t y  fo r  d e s ig n ,  c o n s t r u c t io n ,  f in a n c in g  a n d  lo n g - t e r m  o p e r a t io n  a n d  
m a in t e n a n c e ,  a ll  fo r  a  p r e - d e t e r m in e d  a n n u a l  a v a i la b i l i t y  f e e .

O&M,
TollingDesign Constructs

U s e r s Tolls

- S t a t e -e f -

A l a s k a

A realistic estimate of toll revenue is that it will be no more than half of what KABATA predicts. COM Smith's 
nationwide average toll revenue over-estimate of 118% is extensively documented at: http://www.scribd.com/ 
doc/79582705/RCA-Study-Wilbur-Smith-T raffic-amp-Revenue-Forecasts-012712

K A B A T A  / P r o je c t  R e s e r v e  F u n d

Appropriations

E q u it y

In v e s t o r s
P r iv a t e  P a r t n e r L e n d e r s

KABATA 
annually 
Certifies to 
Legislature 
how much 
money they 
need

Math: State saves
$665 Million if the 
state just bonds this 
project____________

E n g in e e r s
D e s ig n - B u i ld

C o n t r a c t o r
O p e r a t o r C o n t r a c t o r s

Debt
Proceeds

Debt
Service

Distributions

Equity !
|$72.8 million in from P3

Availability
Payments

Ongoing
Maintenance

|$738 million outl

Project Delivery With a Pubiic-Private Partnership citi

http://www.scribd.com/


P r o p o s e d  L e g i s l a t i o n

P a s s a g e  o f  S B 1 3  (o r  H B 2 3 )  is  c o n d it io n  to  th e  p r o je c t  p r o c e e d in g  u n d e r  th e  “a v a i la b i l i t y  f e e ” P 3  a p p r o a c h  a n d  

o b t a in in g  a  lo w  c o s t  T I F I A  lo a n  f r o m  th e  U S  D e p a r t m e n t  o f  T r a n s p o r t a t io n .

• K e y  e le m e n t s  o f  th e  p r o p o s e d  le g is la t io n :

-  A b i l it y  to  e s t a b l is h  a  P r o je c t  R e s e r v e  a n d  s u b je c t  it to  a  t r u s t  a r r a n g e m e n t  •«

-  T o l l  r e v e n u e s  c o l le c t e d  b y  K A B A T A  a r e  d e p o s it e d  in to  t h e  P r o je c t  R e s e r v e

Already in place in 
KABATA's statute



P u r p o s e  o f  S t a t e  F i n a n c i a l  B a c k s t o p

T h e  p r iv a t e  p a r t n e r  is  in v e s t in g  n e a r ly  $ 8 0 0  m illio n  o f  its  f u n d s  to  b u ild  th e  C r o s s i n g  a n d  n e e d s  a s s u r a n c e  th a t  

K A B A T A  a n d  th e  S t a t e  c a n  p a y  if th e  p r iv a t e  p a r t n e r  m e e t s  its  o b lig a t io n s .

R e q u e s t K e y  P u r p o s e

Actually, the private partner is "investing" only $72.8 million, but are 
bonding $800 million, with the ‘‘Moral Obligation" guarantee that the 
"Availability Payments" will be made to cover the partners payments on 
those bonds, regardless of how much toll revenue is received.

1. F u n d in g  s h o r t f a l ls  if a v a i la b i l i t y  p a y m e n t s  

a n d  o t h e r  e x p e n s e s  e x c e e d  to ll r e v e n u e s
P r o v id e s  f u n d in g  fo r  e a r ly  y e a r  p r o je c t e d  r e v e n u e  s h o r t f a l ls  

d u r in g  t r a f f ic  r a m p  u p  o n  b r id g e  

U n d e r  b a s e  c a s e  p r o je c t io n s  t h e r e  a r e  m in im a l fu t u r e  n e e d  
fo r  S t a t e  s u p p o r t

2 . F u n d in g  “p in h o le ” r is k s P r o v id e s  f u n d in g  fo r  “p in h o le ” r i s k s  a s s u m e d  b y  K A B A T A  

P in h o le  r i s k s  p r o p o s e d  to  b e  b a c k s t o p p e d  b y  th e  S t a t e  

in c lu d e :  ( 1) t e r m in a t io n  c o s t s ,  s h o u ld  th e  c o n c e s s io n  b e  

t e r m in a t e d  p r io r  to  it s  m a tu r ity  fo r  K A B A T A  fa u lt  o r  

c o n v e n ie n c e  ; a n d  (2) c o m p e n s a t io n  fo r  s p e c i f i c
c o n d it io n s / e v e n t s  o u t s id e  p r iv a

A
e  p a r t n e r  c o n t r o l

If terminated, the P3 contractor is likely to sue for construction 
costs, construction profits, and financing profits that were include as 
costs in calculating 35 years of "availability payments".

The "KABATA Retained Risks" outlined on page 6 of Citi's presentation 
are factors that typically cause the most costly change orders in 
construction work. The "Cherry Hill Landfill" that will be dug into at the 
east side of the Port of Anchorage is both a "Superfund" hazardous waste 
site, and one with unstable soil conditions. The Corps of Engineer permit 
is still under review after 16 months, and the right of way acquisitions with 
Joint Base Elmendorf Richardson and the Alaska Railroad are likely to be 
time consuming._____________

8 Impact of Proposed Legislation on the State’s Credit



A s s u m p t i o n s  P r o v i d e d  b y  T e a m  o f  E x p e r t s

T h e  f in a n c ia l  p r o je c t io n s  a r e  b a s e d  o n  a  s e t  o f  a s s u m p t io n s  c a r e f u l ly  p r e p a r e d  b y  a  t e a m  o f  e x p e r t s  in  th e ir  
r e s p e c t iv e  f ie ld s .

• A s  K A B A T A ’s  f in a n c ia l  a d v is o r ,  C i t ig r o u p  h a s  p r e p a r e d  f in a n c ia l  p r o je c t io n s  to  s h o w  h o w  th e  p r o je c t  w ill 

p e r fo r m  u n d e r  a  s e t  o f  a s s u m p t io n s  d e v e lo p e d  b y  n a t io n a l e x p e r t s  in  t h e ir  r e s p e c t iv e  f ie ld s :

Assumption Firm Credentials

Construction Cost 

Traffic and Revenue

H D R 1 Fifth-ranked engineering firm for highway design in the US

CDM Smith Foremost Traffic and Revenue consultant with more studies supporting 
financings than any other firm

Operations and 
Maintenance

HDR/PND Fifth-ranked engineering firm for highway design in the US and one of the top 
Alaskan road and bridge engineers

Toll Collection

Renewal Capital 
Expenditures

CDM Smith Leading toll system advisor to toll and transportation agencies

CDM Smith2 Substantial experience in inspecting bridges and developing capital 
maintenance programs for transportation agencies in the US.

Debt and Equity Citigroup One of the world’s largest banks and the #1 underwriter of US toll road bonds

State Checkbook shows the FY12 cost of these experts:
$1.4 million went to Nossaman LLC, a LA Law firm who also pays Citi, and CDM Smith. (Audit should clarify)
The Aug. 2012 Finance Plan produced by Citi can only get to a bond cover ratio of 1.33 to achieve investment rating by including $500 million of a non­
existent TIFIA loan and using a fiscal fiction of including revenue from what will only fit on 4 lanes, while only showing the cost of building 2 lanes of 
road and bridge.

(1) HDR was assisted by PND, Armeni, Wiiliam Ott and DCS for bridge design and Hydro-Ram and IHC Merwede for piiing
(2) CDM Smith was assisted by PND

9 Impact of Proposed Legislation on the State's Credit



The similar graph in KABATA's Nov. 30, 2011 presentation to the 
legislature in Wasilla, showed a $9.1 billion surplus over a 60 year period.

K A B A T A  P r o j e c t e d  O b l i g a t i o n s  a n d  T o l l  R e v e n u e s

KABATA's Draft Contract done by Nossaman for the P3 Contract 
shows 4 lanes to be built whenever the most congested hour has 
1000 cars per lane, which would occur around 12,000 cars per day, 
in approximately 2020. The light blue financing costs would 
therefore need to be starting earlier than 2020, not in 2026.

Thick Red line is 
what happens if the 
toll revenues are 
Half what KABATA 
predicts.

$2.2 billion 
surplus 
revenue

lngra-Gambei! 
Bonds Paid Off

/
■  I I I

m g 1.........1 1 B I i i b .s u

2014 2019
Toll Revenue 
Availability Payments 
KABATA Debt Service 
KABATA Toll Collection

2024 2029 2034 2039 2044 2049 2054 2059
is Reserve Interest Income 
I; KABATA Administrative Costs 

Operations, Maintenance and Capital Expenditures

KABATA's traffic estimates are double those done for the H2H project. The traffic estimates done for the 
Wasilla Bypass project are 2/3rds of KABATA's number, but without tolls. Adding the effect of tolls in the 
estimates for the H2H project dropped traffic by half.K e y  A s s u m p t io n s

Traffic & Revenue * Traffic and toll revenue assumptions from CDM Smith study dated August 2011 and as updated August 2012
Tolls

Expenses

Term of Analysis

$5 per trip (2017) initially for passenger vehicles and escalating at CPI - higher for commercial vehicles [Rising 2.5% per year perKABATA j
Availability payment under the base case financial analysis with equity, private activity tax exempt bonds and 33% TIFIA 
Assumes the bridge is expanded to four lanes and Ingra-Gambell connector is built as traffic warrants 
KABATA annual administrative expenses of $3.0 million at opening and escalating at inflation (2.5%)
45 years from Crossing opening, which is 10 years beyond the 35 year concession term (bridge life estimated at 75-'S00 years)

KA BATA has been turned down 5 times for TIFIA, which increases both the 
10 impact of Proposed Legislation on the state's credit Finance Costs and Availability payments, thus the deficits increase, 

triggering more and larger calls for the Reserve Fund to be replenished.
Cltl



S e n s i t i v i t y  R e s u l t s

Sensitivity and Monte Carlo analysis are highly sophisticated modeling 
tools, but are only as good as the base assumptions. Without TIFIA and
with tolls likely to be half, plus the 4  lanes revenue, 2 lanes cost problem, 
Garbage in plus sophisticated modeling tools still equals Garbage out.

U n d e r  t h e  b a s e  c a s e ,  o v e r  4 5  y e a r s ,  o n g o in g  a p p r o p r ia t io n s  o f  $ 3 7  m illio n  a r e  r e q u ir e d ,  w h ile  th e  K n ik  A r m  

C r o s s i n g  g e n e r a t e s  $ 2 .3  b ill io n  o f  r e v e n u e s  to  fu n d  t r a n s p o r t a t io n  in th e  S t a t e .

S e v e r e

D o w n s id e 1 D o w n s id e 1 B a s e  C a s e  

( M o s t  L i k e l y )2 U p s i d e 1 A g g r e s s i v e
U p s id e 1

In it ia l P r o je c t  R e s e r v e  F u n d in g  

G r o s s /  ( P r e s e n t  V a l u e ) 3-4
$150 million 

($150 million)
$150 million 

($150 million)
$150 million 

($150 million)
$150 million 

($150 million)
$150 million 

($150 million)

E x p e c t e d  F u t u r e  S t a t e  L ia b i l i t y  

G r o s s /  ( P r e s e n t  V a lu e ) 3-4
$627 million 
($208 million)

$135 million 
($56 million)

$37 million 
($16 million)

$0
($0)

$0
($0)

E x p e c t e d  T o t a l S t a t e  L ia b i l i t y  

G r o s s / ( P r e s e n t  V a lu e )3’4
$777 million 

($358 million)
$285 million 

($206 million)
$187 million 

($166 million)
$150 million 

($150 million)
$150 million 

($150 million)

E x p e c t e d  S t a t e  F in a n c ia l  R e t u r n $910 million $1,725 million $2,513 million $3,364 million $4,561 million
G r o s s / ( P r e s e n t  V a l u e )3' 4 ($139 million) ($265 million) ($424 million) ($628 miijion) ($934 million)

N e t  S t a t e  R e v e n u e s $133 million $1,440 million /$2,326 million $3,214 million $4,411 million
G r o s s / ( P r e s e n t  V a l u e )3’4 (-$219 million) ($59 million) / ($258 million) ($478 million) ($784 million)

(1) The severe downside, downside, upside and aggressive upside cases represent 95°/J, 75%, 25% and 5% probabilities that traffic\and toll revenues will
be greater, respectively. For instance, under the severe downside, 95% probability cjase, there is only a 5% probability that toll revenues will be below
the projection.

(2) Equal probability that the traffic and toll revenues could be higher or lower than projection.
(3) Present value assumes 4.4% discount rate (State’s 30 year borrowing cost).
(4) includes Crossing and expansion to 4 lanes and Ingra-Gambell Viaduct when traffii warrants.

This means that even Citi believes that there 
is only a 25% chance that $150 million is the 
most that the state will have to pay.

14 Impact of Proposed Legislation on the State's Cred
Should the state take on an "Unlimited" liability on a chance 
of this future payback? We could get the same return just 
investing $424 million at 4.4% which is below the Permanent 
Fund target rate for real return of 5%.

Cltl



Faulty
Since PND 2009 estimate, Bridge now a 1000' longer, East approach moved into bluff per Muni-Port Settlement, and further drilling 
not done to determine depth of unstable Bootlegger Cove Clay as was recommended by KABATA geotech consultant. With these 
design changes, most of customary 10% contingency likely to be already depleted before construction even starts.

ConoorvQtivo A s s u m p t i o n s  U s e d  i n  t h e  F i n a n c i a l  A n a l y s i s

C i t ig r o u p ’s  a n a l y s i s  u s e s  c o n s e r v a t iv e ,  r e a s o n a b le  a s s u m p t io n s .

In t e r e s t  ra te  a s s u m p t io n s  s ig n i f ic a n t ly  a b o v e  c u r r e n t  m a r k e t

-  1 .5 %  h ig h e r  fo r  t a x - e x e m p t  P A B s

-  1 . 1 %  h ig h e r  fo r  T I F M  lo a n

Bad Math. Citi's last financial plan 8/12 showed half the construction funds from $500 M TIFIA loan at about 
3.2% making overall interest cost 5.8%. Citi's interest rate is high because with deficits the first 8 years, the 
amount that needs to be financed grows (negative amortization). Without TIFIA, using Citi numbers, interest 
cost will be over 8% versus state long term direct bonding (no P3) of less than 4%.

U s in g  c u r r e n t  m a r k e t  in t e r e s t  r a t e s  e l im in a t e s  a n y  S t a t e  r e s e r v e  r e p le n is h m e n t  in  o t h e r  t h a n  t h e  9 5 %  

p r o b a b il it y ,  s e v e r e  d o w n s id e  s c e n a r io  

• R e d u c t io n  in  t h e  r e s e r v e  r e p le n is h m e n t  in 9 5 %  p r o b a b il it y  s c e n a r io  f r o m  $ 6 2 7  m illio n  to  $ 1 1 3  m illio n

C o n s t r u c t io n  c o s t  in c lu d e s  a  $ 8 4  m illio n  c o n t in g e n c y
Citi's last August, 2012 Phase 1 Financial Plan included the revenue 

-from 4 lanes from 2026-2051 but only the cost of a 2 Lane Bridge. 
That's an impossible, not conservative, assumption.

A s s u m e s  c r o s s in g  e x p a n s io n  a s  t r a f f ic  w a r r a n t s ,  e v e n  if s t a t e  is  p a y in g  u n d e r  “m o r a l o b l ig a t io n ” p le d g e  

If K A B A T A  d id  n o t  m o v e  fo r w a r d  w ith  t h e  e x p a n s io n s ,  u n d e r  th e  s e v e r e  d o w n s id e  c a s e ,  S t a t e  r e s e r v e  

r e p le n is h m e n t  d r o p s  fro m  $ 6 2 7  m illio n  to  $ 1 1 3  m illio n , b u t  th e  C r o s s i n g  w o u ld  b e c o m e  c o n g e s t e d

U p s id e  a n d  d o w n s id e  t r a f f ic  a n d  r e v e n u e  p r o je c t io n s  m o d e le d
Assumes receipt of $300 million low cost TIFIA loan that KABATA has been 
turned down for 5 times (2007, 2009, 2011 twice and 2012). This is highly 
competitive program with next TIFIA round expected to have 5-10 times more 
requests than funds available. Sen. Coburn (R-OK) listed KABATA as #6 most 
wasteful project. Pres. Obama said "no more Bridges to Nowhere"3 3 %  T I F I A  a n d  n o  ru ra l e l ig ib i l it y  

-  R e c e n t  F e d e r a l  H ig h w a y s  r e a u t h o r iz a t io n  a l lo w s  u p  to  4 9 %  T I F I A  a n d  lo w e r  in t e r e s t  r a t e  fo r  r u r a l p r o je c t s  

• P o r t io n  o f  th e  C r o s s i n g  in  th e  M a t  S u  l ik e ly  c o n s id e r e d  ru ra l 

D o e s  n o t  c o n s id e r  th e  b e n e f it s  o f  t h e  C r o s s i n g  to  th e  p u b l ic  o r  th e  r e s u lt in g  e c o n o m ic  d e v e lo p m e n t

A t  th e  e n d  o f  a n a l y s i s  S t a t e  o w n s  a  $1  b i l l io n +  a s s e t  u n e n c u m b e r e d

15 Impact of Proposed Legislation on the State's Credit

Should state not pay a cumulative $2.6 Billion minimum (See Real Cost Paper) we will likely suffer downgrading 
of the State’s credit rating. Over $665 million in financing profits to contractor (Net cash flow minus equity, in 
Citi's Aug. 2012 financial plan). If the state defaults on replenishing the unlimited reserve fund, the P3 
contractor is likely to sue for construction costs, construction profits, and financing profits that were include as 
costs in calculating 35 years of "availability payments”. The final amount for those "availability payments" will 
only be known to the legislature after KABATA and the State signs the Contract. That contract is only possible 
if the legislature signs the "blank check" reserve fund that would be created if SB13-HB23 are passed.

N.
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Citi indicates that the economic risks and merits in this presentation should be independently 
verified. The LB&A Audit will help, RFP 2013-0400-1683 from the Dept, of Revenue would have 
been a separate independent review, but that RFP was unfortunately canceled.

IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal ad' ice. Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be used or 
relied upon, by you for the purpose of avoiding any tax penalties and pi) may have bee 7 written in connection with the "promotion or marketing" of any transaction contemplated hereby ("Transaction"). 
Accordingly, you should seek advice based on your particular circumstances from an inde lendent tax advisor.
In any instance where distribution of this communication is subject to the rules of the US 
into a derivatives transaction under U.S. CFTC Regulations §§ 1.71 and 23.605, where appl 
However, this is not a recommendation to enter into any swap with any counterparty or a

Commodity Futures Trading Commission (“CFTC”), this communication constitutes an invitation to consider entering 
cable, but is not a binding offer to buy/sell any financial instrument
ecommendation of a trading strategy involving a swap. Prior to recommending a swap or a trading strategy involving

a swap to you, Citigroup would need to undertake diligence in order to have a reasonable basis to believe that the recommended swap or swap trading strategy is suitable for you, obtain written 
representations from you that you are exercising independent judgment in evaluating any such recommendation, and make certain disclosures to you. Furthermore, nothing in this pitch book is, or should be 
construed to be, an offer to enter into a swap.
Any terms set forth herein are intended for discussion purposes only and are subject to the fiial terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a 
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter nto such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law or 
regulation, you agree to keep confidential the information contained herein and the existence of\ yfd proposed terms for any Transaction.
Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as the legal, 
tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are not relying on us 
for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) you 
should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters. By acceptance of these materials, 
you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm that no participant in any Transaction 
shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.
We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer ID number. 
We may also request corporate formation documents, or other forms of identification, to verify information provided.
Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any time 
without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may indude results of analyses from a quantitative model which 
represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment as of the date hereof 
and are subject to change without any notice. We and/or our affiliates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position in any such instrument at 
any time.
Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis. Citi policy (i) prohibits employees from offering, directly or indirectly, 
a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated for specific 
recommendations or views contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and procedures designed to 
limit communications between its investment banking and research personnel to specifically prescribed circumstances.
© 2013 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.

Citi believes that sustainability is good business practice. We work closely with our clients, peer financial institutions, NGOs and other partners to finance solutions to climate change, develop industry standards, reduce our 
own environmental footprint, and engage with stakeholders to advance shared learning and solutions. Highlights of Citi’s unique role in promoting sustainability include: (a) releasing in 2007 a Climate Change Position 
Statement, the first US financial institution to do so; (b) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of renewable energy, clean technology, 
and other carbon-emission reduction activities; (c) committing to an absolute reduction in GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (d) purchasing more than 234,000 MWh of 
carbon neutral power for our operations over the last three years; (e) establishing in 2008 the Carbon Principles; a framework for banks and their U.S. power clients to evaluate and address carbon risks in the financing of 
electric power projects; (f) producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with a broad range of stakeholders on the 
issue of climate change to help advance understanding and solutions.
Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.
efficiency, renewable energy and mitigation



Christine Marasigan

From: Jody Simpson
Sent: Tuesday, April 02, 2013 8:53 AM
To: Christine Marasigan
C c: Rovito, Michael (DOT) (michael.rovito@alaska.gov)
Subject: updated witness list

D O T  C o m m i s s i o n e r  P a t  K e m p  ( in  p e r s o n )

M i c h a e l  F o s t e r ,  C h a i r m a n ,  K A B A T A  B o a r d  o f  D i r e c t o r s  ( in  p e r s o n )

K e v i n  H e m e n w a y ,  C F O ,  K A B A T A  ( in  p e r s o n )

D a v i d  L i v i n g s t o n e ,  M a n a g i n g  D ir e c t o r ,  C I T I  C o r p  ( in  p e r s o n )

M a y o r  V e r n e  R u p r ig h t ,  C i t y  o f  W a s i l l a  ( in  p e r s o n )

M a y o r  D a n  S u l l i v a n ,  M u n ic ip a l i t y  o f  A n c h o r a g e  ( o n  p h o n e )
M a y o r  L a r r y  D e V i l b i s s ,  M a y o r ,  M a t - S u  B o r o u g h  ( o n  p h o n e )

B e r k l e y  T i l t o n ,  C h a i r ,  K n i k - F a i r v i e w  C o m m u n i t y  C o u n c i l  ( o n  p h o n e )

P e t e  M u lc a h y ,  L e g i s l a t i v e  L i a i s o n ,  C h u g i a k - E a g l e  R i v e r  C h a m b e r  o f  C o m m e r c e  ( o n  
p h o n e )

R e b e c c a  L o g a n ,  T h e  A l l i a n c e  ( o n  p h o n e )

D a r c i e  S a l m o n ,  M a t - S u  B o r o u g h  A s s e m b l y  ( o n  p h o n e )

J e f f  S t a r k ,  D e p t  o f  L a w  ( Q u e s t i o n s  O n ly )  ( in  p e r s o n )

j o d y

Jody Simpson

O ffice  o f  Sen a to r Charlie  H u g g in s  
S e n a te  D istrict E  
A la sk a  State Capitol, R o o m  111 
Ju n e a u , A la ska  99801-1182  
Toll F re e : 1-800-862-3878  
D ire ct L in e: (907)465-2661  
F a x : (907)465-3265

**Please note n ew  em ail a ddress**  
Jodv.Sim psonfaiaklea . gov

l

mailto:michael.rovito@alaska.gov


D e l iv e r in g  S t a t e w id e  b e n e f it s ,  r e g io n a l  c o n n e c t iv it y  a n d  e c o n o m ic  g r o w t h .  www.knikarmbridge.com

Senate Finance Committee
A p r i l  2 ,  2 0 1 3

http://www.knikarmbridge.com


Historic and Projected Population Trend 
1985 to 2035
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1985 2010 2035 *
* 2010 Census number increased by ISER annual growth rate for 2035 forecast.

■  A n c h o r a g e

■  M a t - S u

■  R e g io n

w w w . k n i k a r m b r i d g e . c o m
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Knik Arm Crossing
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Glenn Highway A A D T  Counts ( n o  b r id g e )

Historical and 
Projected 

AADT

1985-33,555

2010-52,824

2035-110,000

Historical and 
Projected 

AADT

1985-15,682

2010-29,664

2035 - 65,000

w w w . k n i k a r m b r i d g e . c o m Knik Arm Crossing
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Knik-Fairview Fastest Growing Area

K n i k - F a i r v i e w  2 0 1 2  p o p u l a t i o n  e s t i m a t e  1 6 , 1 2 6

-  Larger than the incorporated areas of Palmer and Wasilla 
combined

-  If incorporated, would be fourth largest city in the state

K n i k - G o o s e  B a y  R o a d  t r a f f i c  s t a t i s t i c s :

A A D T 2 0 1 0  A A D T i n c r e a s e P e r c e n t

12,590 18,308 5,718 45.4%

w w w . k n i k a r m b r i d g e . c o m
4

Knik Arm Crossing
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W hat H a p p e n s  W ithout the B rid g e ?

• State has to accommodate transportation 
needs to maintain existing level of service:

-  6  l a n e  i m p r o v e m e n t s  o n  G l e n n  H i g h w a y  f r o m  

E a g l e  R i v e r  t o  W a s i l l a

-  8  l a n e  i m p r o v e m e n t s  o n  G l e n n  H i g h w a y  f r o m  

S o u t h  E a g l e  R i v e r  t o  5 t h  A v e n u e

-  P a r k s  W a s i l l a  B y p a s s

-  N e t w o r k  i m p r o v e m e n t s  i n  P a l m e r / W a s i l l a  c o r r i d o r

• »$3 billion total cost with no toll revenue *
• E s t im a t e  p e r  2 0 0 8  S t a t e w id e  L R T P  p r e p a r e d  b y  A D O T & P F

w w w . k n i k a r m b r i d g e . c o m Knik Arm Crossing
5
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P 3  T e r m s
Scope
-  FDBOM in exchange for periodic availability payments
-  Future capacity improvements in segments operated by private 

partner competitively bid in the future
-  Includes tolling operations on behalf of Authority

Term - 35 years after substantial completion 

Potential Financial I Credit Support:
-  $150 million funded project reserve (SB 13 HB 23)
-  $600 million SAFETEA-LU Private Activity Bonds allocation
-  $357 million TIFIA loan (33%) - letter of interest submitted for Knik 

Arm Crossing

Termination for Convenience Clause

w w w . k n i k a r m b r i d g e . c o m Kj m ik  A r m  C r o s s in g

http://www.knikarmbridge.com


KABATA Projected Obligations and Toll
Revenues (33% TIFIA)

3 0 0  n

2 5 0  -

2 0 0  -
V)c
o

I  150

c

** 10 0

Ingra-Gambell Expansion to
and Point 4 Lane

Mackenzie Crossing
Road

Project Reserve 
Fund needed 

during ramp up

50 -

End of P3
Concession

\

2 0 1 4  2 0 1 9
Toll Revenue

■ Availability Paym ents
■ KABATA Debt Service
■ KABATA Toll Collection

$2.2 billion 
surplus 
revenue

Ingra-Gambell 
Bonds Paid Off

7
m i

w C " ’
2 0 4 9 2 0 5 42 0 2 4  2 0 2 9  2 0 3 4  2 0 3 9  2 0 4 4

■  Reserve Interest Income
■ KABATA Administrative Costs

Operations, Maintenance and Capital Expenditures

2 0 5 9

w w w . k n i k a r n n b r i d g e . c o m
7
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A L A S K A  S T A T E  L E G I S L A T U R E

Interim:
Senate District E
600 B. Railroad Avenue
WacUla A K  99654
Phone: 907-376-4866
Fax 907-373-4721
5en.ChariicJluggine9akleg.fov

SEN A TE B IL L  13 SPONSOR STA TEM EN T

"An A ct relating to bonds of the K n ik  Ann Bridge and Toll Authority; relating to reserve hinds of the 
authority; relating to taxes and assessments on a person that is a party to an agreement with the 
authority; and establishing die K n ik  Arm  Crossing fund."

Senate B ill 13 amends the Knik Arm Bridge and Toll Authority's enabling statute to provide for a successful 
procurement for the Knik Arm Crossing project and to generate the best value for the state. The Knik Arm  
Crossing w ill significantly enhance Alaska's public infrastructure and further the movement of goods and 
people throughout our state. Passing this legislation this session is important for moving the Knik Arm  
Crossing toward a bridge opening in 2015.

This b ill, written in consultation with the Knik Ann Bridge and Toll Authority (KABATA), which was 
established in 2003 by the Alaska Legislature, accomplishes many items deemed necessary for securing a 
successful public-private partnership, including:

>  Increases KABATA!s_bonding authority from S500 million to $600 million:
• The $600 m illion number represents the same amount authorized under Private Activity Bonds 

(PABs) allocation from FHWA.
• Lowers the cost o f capital tor the project and ultimately lowers the cost to end users.
• Private partner is die borrower of any PABs issued.

>  Clarifies that the bridge and associated facilities are exempt from state and local taxes:
• Like any other transportation project in Alaska, the roads and bridges are not subject to property 

taxation.
• Any private facilities developed outside the crossing w ill be taxable.
• Property tax exemption reduces the availability payment and reduces the toll.

>  Establishes a project reserve fund:
• Provides a backstop for toll revenue fluctuations.
• Enhances the credit worthiness o f the project and reduces project costs
• W ill be repaid over the life o f the project.
• Keeps the tolls affordable to the traveling public

C h a r l i e  H u g g i n s  

Senate President

Session: 
Slat* Capitol Room 131 
Juneau AK 99801-1162 

Phone 907-465-3878 
Fax: 907-465-3265 

Toll-Free 800-862-3878 
Sen.CharlleJIuggins9akleg.gov



A ll o f the above language clarifications and additions lower the capital costs of this much-needed infrastructure 
project and deliver benefits in a timely efficient manner.

SB 13 is a companion bill to House Bill 23, which is sponsored by Representative Mark Neuman.

Contact: 
Jody Simpson 

(907)463-2661 
kxiv.simpsoo@ aklefi.gov 

Version 28-LS0259\A  
Introduced 1/16/13

mailto:kxiv.simpsoo@aklefi.gov


L E G A L  S E R V IC E S
DIVISION OF LE G A L AND RESEA R C H  SE R V IC E S  

LEG ISLA TIVE A FFA IR S AGENCY  
(907) 465-3867 or 465-2450 STA TE O F A LA SK A  State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M  M a rc h  6 , 2013

S U B J E C T :

T O :

F R O M :

Y o u  h a ve  re q u e s te d  a s e c tio n a l su m m a ry  o f  th e  a b o ve -d e scrib e d  b ill .

A s  a p re lim in a ry  m a tte r, n o te  th a t a s e c tio n a l su m m a ry  o f  a b i l l  s h o u ld  n o t be co n s id e re d  
an a u th o r ita tiv e  in te rp re ta tio n  o f  th e  b i l l  and  th e  b i l l  its e lf  is  th e  b e s t s ta te m e n t o f  its  
co n te n ts . I f  y o u  w o u ld  lik e  an in te rp re ta tio n  o f  th e  b i l l  as i t  m a y  a p p ly  to  a  p a rtic u la r set 
o f  c irc u m s ta n c e s , p lease  a d v ise .

S e c tio n  1 re p e a ls  and  reenacts  A S  1 9 .7 5 .2 1 1 (a ). A u th o riz e s  th e  a u th o r ity  to  b o rro w  
m o n e y  and issu e  re fu n d  b o n d s on w h ic h  th e  p rin c ip a l and  in te re s t a re  p a id  o u t o f  and 
secu red  b y  (1 ) th e  g ro ss  re ve n u e  d e riv e d  fro m  fees, re n ts , to lls , ra te s , cha rges, and o th e r 
re ve n u e ; (2 ) re v e n u e  re c e iv e d  b y  a p riv a te  p e rso n  o r e n te rp rise  th a t has en te red  in to  a 
p u b lic -p r iv a te  p a rtn e rs h ip  ag reem en t w ith  th e  a u th o rity ; o r (3 ) a n y  re ve n u e  o r m oney 
a p p ro p ria te d  to  th e  a u th o r ity  fo r  th a t p u rp o se , e xce p t a sta te  ta x  o r lic e n s e .

S e c tio n  2 ra ise s  th e  lim it  o n  th e  a m o u n t o f  aggrega te  bonds th e  a u th o r ity  m a y  issue  to  
$ 6 0 0 ,0 0 0 ,0 0 0 .

S e c tio n  3  adds a n e w  su b se c tio n  to  A S  19 .75 .211  th a t re q u ire s  th e  a u th o r ity  to  s u b m it to  
th e  s ta te  b o n d  c o m m itte e  a d e s c rip tio n  o f  th e  bon d  issue  b e fo re  is s u in g  b o n d s. T he  bonds 
m a y  n o t be  issu e d  u n le ss  th e  sta te  b o n d  c o m m itte e  fin d s  th a t th e  re ve n u e  can re a so n a b ly  
be  e xp e c te d  to  be  adequa te  fo r  p a ym e n t o f  p r in c ip le  and  in te re s t o n  th e  bonds.

S e c tio n  4  am ends A S  1 9 .7 5 .2 2 1 (h ) to  s p e c ify  w h a t m u s t be  d e p o s ite d  in  th e  re se rve  fu n d , 
w h ic h  in c lu d e s  re ve n u e  d e riv e d  b y  th e  a u th o r ity  fro m  fees, re n ts , to lls , ra te s , cha rges, o r 
o th e r re ve n u e ; a p p ro p ria tio n s  fo r  th a t p u rp o se ; and  o th e r re ve n u e  a v a ila b le  to  th e  
a u th o rity .

S e c tio n  5 adds n e w  su b se c tio n s  to  A S  1 9 .7 5 .2 2 1 . S u b se c tio n  ( i)  s p e c ifie s  th e  s p e c ific  
p u rp o se s  fo r  w h ic h  th e  m o n e y  in  the  re se rve  fu n d  can  be used . S u b se c tio n  ( j)  a llo w s  th e  
a u th o r ity  to  tra n s fe r in c o m e  o r in te re s t ea rned  b y  th e  re se rve  fu n d  to  o th e r fu n d s  o r

S e c tio n a l S u m m a ry  fo r  S B  13 (W o rk  O rd e r N o . 28 -L S 0 2 5 9 Y A )

S en a to r C h a rlie  H u g g in s  
A ttn : Jo d y  S im p so n

H ila ry  M a rtin  

L e g is la tiv e  C o u n se l



S e n a to r C h a rlie  H u g g in s  
M a rc h  6 ,2 0 1 3  

P age 2

a cco u n ts  o f  th e  a u th o r ity  as lo n g  as th e  tra n s fe r does n o t re d u ce  th e  re se rve  fu n d  to  less 
th a n  th e  re se rve  fu n d  re q u ire m e n t. S u b se c tio n  (k ) s p e c ifie s  h o w  to  v a lu e  se c u ritie s  th e  
fu n d  is  in v e s te d  in  to  co m p u te  th e  a m o u n t o f  th e  re se rve  fu n d . S u b se c tio n  ( /)  re q u ire s  
th e  c h a ir o f  th e  b o a rd  to  n o tify  th e  g o v e rn o r a n n u a lly  o f  th e  a m o u n t re q u ire d  to  re s to re  
th e  re se rve  fu n d  to  th e  re se rve  fu n d  re q u ire m e n t. S u b se c tio n  (m ) d e fin e s  "re se rve  fu n d  
re q u ire m e n t."

S e c tio n  6 am ends A S  19 .75 .261  to  e xe m p t a n y  re a l and  p e rso n a l p ro p e rty , assets, 
in c o m e , o r o th e r in te re s ts  h e ld  b y  a p riv a te  p e rso n  o r e n te rp ris e  u n d e r a p u b lic -p riv a te  
p a rtn e rs h ip  fro m  a ll ad v a lo re m  taxes o n  re a l o r  p e rso n a l p ro p e rty  and  sp e c ia l ta x  
assessm ents o f  th e  s ta te  o r a p o lit ic a l s u b d iv is io n  o f  th e  sta te .

S e c tio n  7 adds a n e w  s e c tio n , A S  1 9 .7 5 .3 4 5 , th a t e s ta b lishe s  th e  K n ik  A rm  C ro ss in g  

F u n d .

H V M :ljw
1 3 -1 4 7 .1 jw



SB 13 Summary o f Legislation

The Knlk Arm Crossing is a vital infrastructure project, a bridge that will connect Alaska, help create jobs, 
encourage smart growth, and economic development, while improving the environment and the quality of life 
for the people served by the project. Simply said, this is an investment in Alaska's future that will pay dividends 
for years to come.

SB 13 will aid the successful procurement of the Knik Arm Crossing, reduce the cost of project finance and 
generate the best value to the State of Alaska. The passage of this legislation will facilitate the project to be 
open for traffic in 2017.

P ro p o se d  L e g is la tio n -S B 1 3

Amends Alaska Statute 19.75 with structural amendments to achieve the best value for the state of Alaska. 
Summarized Below:

Increase  in  B o n d in g  A u th o r ity  to  9600  m illio n

• Increase to match $600 million in federal Private Activity Bond (PABs) capacity allocated to the project
• PABs require a pubic entity to act as conduit Issuer for the private borrower.
• Any PABs issued are a liability of the private partner, not the State.
• Tax-exempt nature lowers the cost of capital and provides better value proposals to the State.

ProtattogtMLftind,
• Used to supplement availability payments to compensate the private partner for the finance, design, 

construction, operations and maintenance of the facility until toll revenues build up to sufficient levels 
to fully cover the payments.

• Results in lower avaiability payment proposals, generating best value for the State.
• Serves to keep tolls affordable to the traveling public and supports the shortest possible contract term.
• As the reserve fund builds a surplus, the surplus will be used to fund other needed transportation 

projects that fall under the federal Title 23 and Title 49 categories.
• Establishes the Department of Revenue as the fiduciary to hold the appropriation until the public- 

private agreement Is executed.
• Requires annual reporting to the legislature and Governor on die status of die reserve fund, and 

establishes the mechanism for replenishment of the fund subject to appropriation.

PrgpfirtvTimqmffctfrm
• Clarifies that the bridge and associated connectors are not subject to property taxes if operated by a 

private partner on behalf of the state (the facility is already exempt if operated by the state.)
• identical to all other publicly owned transportation projects in the State.
• Any private facilities of the developer not serving the public transportation purpose remain subject to 

property tax.

»



Clarifications on Common Myths about the Knik Arm Crossing Project 
By: Knik Arm Bridge and Toll Authority

• KABATA’s August 2012 TIFIA Letter of Interest (LOI) remains active and advancing it 
to the application stage is pending passage of HB23 or SB 13. The Knik Arm Crossing 
(KAC) project is one of 28 projects in the LOI stage for a TIFIA loan. Since the passage 
of MAP-21 and the issuance of the TIFIA Notice of Funding Availability, none of the 28 
projects have moved to the application stage at this time.

The TIFIA program is very valuable to the state and the project, resulting in lower 
availability payments, and it is in the state's best interest to pursue Amding through the 
program. The private partner will be the borrower, but the value of TIFIA will come back 
to the state through the competitive procurement process.

• The bridge length was increased to preserve beluga whale habitat, as recommended by 
the National Marine Fisheries Service. The cost of the lengthened structure -  from 8,200 
feet to 9,200 feet - is offset by the removal of embankment and riprap material in the 
deepest areas of the Knik Arm Crossing alignment, resulting in a net increase of 
approximately SI 5 million, or roughly 2 percent of the overall Phase I construction cost, 
'niere is sufficient contingency ($82 million) included in the 2010 cost estimate to cover 
this change.

• Many cost estimates have been completed for the Knik Arm Crossing Project. The 2010 
cost estimate includes items such as;

o Constructing all six lanes of the tunnel under Government Hill in the initial phase 
of construction, to mitigate and minimize impacts to the community; 

o Constructing all fill in the intertidal zone in the initial phase of construction, to 
minimize impacts to fish and fish habitat; 

o Constructing roadway embankment for 4-lanes up to the top of sub grade along 
the Port of Anchorage and JBER, to minimize disruption to their activities.

• The Knik Arm Crossing is being delivered as a public-private partnership under a 
performance based contract The design of the bridge will be finalized by the winning 
proposer and will be designed to the strict technical standards specified by the state. The 
Crossing will be constructed using time tested, standard bridge building methods.

• KABATA’s base population forecast is consistent with others, including ISER's 2009 
forecast, which predicted a Mat-Su population for 2010 that was 9,000 below the actual 
census count. KABATA’s traffic forecast used socio-economic inputs for high, low, base 
and reduced value of time to understand a range of possible outcomes.

• Under a P3, such as the one being utilized to deliver the Crossing, there is no guarantee 
of a return on investment to the private partner. In fact, the private equity is the first 
dollar at ride, which is one of the benefits to the slate of entering into a P3 contract.

For m ore  In fo rm a tio n  o r  questions a b o u t th e  K n ik  A rm  C rossing 's p ro je c t d e liv e ry
m e th o d , P3s o r  o th e r aspects o f th e  p ro je c t c o n ta c t th e  KABATA o ffic e s  a t 907-2684)698.



Importance of legislation for Tlf IA Loan

What is a TIFiA Loan?

T1FIA stands for Transportation Finance and Innovation Act The TIFIA loan program provides federal credit 
assistance in the form of direct loans, loan guarantees or stancfoy lines of credit to pubKc or private sponsors 
of major infrastructure projects. The program was established by Congress in 1998 to leverage federal funds 
by attracting substantial private and other non-federai co-investment in critical improvements to the nation's 
surface transportation system, it was modified by MAP-21, the most recent transportation reauthorization 
passed in July 2012. Most importantly, MAP-21 increased the program's lending capacity nearly ten-fold and 
made the application process objective and first-come, first-served.
T IF IA 's  va lu e  fo r  th e  s ta te

• TIFIA loans have a low interest rate: the 30 year treasury rate plus 1 basis point
o The low rate wili save the state hundreds of millions over the term of the public-private 

partnership.
• Teams competing for the project will consider the lowest cost financing available in their proposals.

o TIFIA is the lowest cost financing on the market, 
o The private partner will be the borrower of the TIFIA loan -  not the state.

• The state benefits by receiving lower availability payment proposals because the private partner is 
obtaining lower cost financing translating into a lower availability payment for the state. The 
competitive procurement drives the value back to the state.

H o w  th is  session 's  le g is la tio n  h e lp s  o b ta in  a TIFIA  loan

• The TIFiA office is looking for the state's commitment to the project
o Funding of the reserve fund and passing the legislation reflects a high level of commitment

• We've been Informed by the TIFIA office that KABATA will only be allowed to proceed with its TIFIA 
application once the project reserve is funded or it becomes reasonably dear the issue is likely to be 
resolved favorably In the near future.

• The TIFiA program has limited lending capadty since there is a very high demand for this low cost 
financing.

o This increases the urgency for KABATA to be able to move forward with the application 
process.

• TIFIA program capacity:
o $7 billion for federal fiscal 2013 and $10 billon for federal fiscal 2014. 
o As of November 20,2012:

• 23 Letters of Interest (LOi) were submitted to the TIFiA office from projects around the 
U.S., including the Knik Arm Crossing, requesting between $9.7 billion and $14.4 billion 
in TIFIA loans. This represents up to 85% of the TIFIA capadty.

■ As LOis are invited to submit applications, the loan capadty is conditionally committed 
and no longer available.
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S e n a t o r  C h a r l i e  H u g g i n s

December 17,2012 

Duane Callender
Director, TIFIA Joint Program Office 
U. S. Department o f Treneportatlon 
1200 New Jersey Avenue SE 
Room E-64-301 
Washington, DC 20590

Dear Mr. Calendar

I recertify received a copy o f your September 25.2012, letter to the Knft Arm and Bridge To l Authority In which you ttale that 
USDOT la pottponing consideration of KABATA'* TIFIA Letter of Interoat until the State of Alaska either appropriates, or Is 
Itkety to appropriate, tariffing for the project

Aa you may be aware, there have been tome recent developments on this project; On December 14.2012, Governor Sean 
Pamet announced Ms PY 2014 Capital Budget, which contains $10 mffiton lor KABATA I also ftffiy anticipate that legislation to 
enhance value to the public under a Public-Private Partnership w fl be pro-tiled for consideration by the 28* Alaska State 
Legislature when *  convanes in January. «*

AddtUonaRy, I would also ike  to bring to your attention the following:
• The Alaska Legislature previously authorized the use of Federal funds and appropriated State matching funds for the 

project
•  The construction phase of the project Is included in (he approved Statewide Transportation Improvement Program 

(STIP).
•  KABATA Is currantiy purchasing right-of-way and acquiring !h* necessary perm it for construction.
« The State intends to follow through on Kacomnnitmerris under the Federal Highway Transportation Program.
• The Authority wHJ continue to work do te lyw lh  your office.

Therefore, I respectfully urge favorable consideration by your office and the U.8. Department of Transportation of KABATA's 
TIFIA letter o f interest and, uMmelely, Its loan appticaton on behalf o f the successful bidder. Thank you

Senator

Cc: The Honorable Use Murkowski, United States Senate 
The Honorable Mark Begich, UnRad States Senate 
The Honorable Don Young, United States House of Representatives 
The Honorable Sean Pamel. Governor, State o f Alaska 
Heather Brakes, legislative Liaison, Office of the Governor, Stale of Alaska 
MBs Foster, Chairman, Knfc Arm Bridge and Ton Authority Board of Directors

http://www.akiepubUcaiu.oig/hugglni/


Knlk Arm Bridge and Toll Authority (KABATA) Project FY2014 Request $10,000,000
Reserve_________________________________ Reference No;________ S6677
AP/AL: Appropriation 
Category: Transportation 
Location: Southcentral Alaska

Project Type: Construction
House District Southcentral Region (HD 7- 
30)

impact House District Southcentral Region (HD 7- Contact Pat Kemp 
30)
Estimated Project Dates: 07/01/2013 - 06/30/2018 Contact Phone: (907)465-3900 
Brief Summary and Statement of Need:
The Knik Arm Bridge and Toll Authority (KABATA) Is requesting funding of a project reserve to 
enhance the credit for the Knlk Arm Crossing Project (Project). Funding the reserve wiU enable the 
project to receive a low cost Transportation infrastructure Financing Innovation Act (TIFIA) loan from 
the United States Department of Transportation (USDOT). The TIFIA Interest rate Is the 30 year 
treasury rate plus 1 basis point, currently 2.83%. The low rate will save the State hundreds of millions 
over the term of the public-private agreement The private partner will be the borrower of the TIFIA 
loan.
Funding:______ FY2014 FY201S FY2016 FY2017 FY2016 FV2019 Total
G en Fund $10,000,000 $35,000,000 $35,000,000

m s m r m s m

$35,000,000 $35,000,000 $150,000,000

r  State Match Required I One-time Prefect p Phased-new f Phased-underway l" On-Going
0% « Minimum State Match % Required I" Amendment T Mental HeaMh BW__________

Operating & Maintenance Costs: Amount Staff
Project Development 0 0
Ongoing Operating: 0 0
One-Time Startup:___________ 0________

Totals: 0 0

Prior Funding History / Additional Information:
Sec1 Ch82 SLA2006 P104 L33 SB231 $93,600,000 
Sec1 Ch82 SLA2003 P49 L24 SB 100 $33,600,000
Legislation to establish the project reserve fund is expected to be introduced during the 2013 
legislative session. Projections of future appropriations between FY2015 - FY2018 wil depend on 
revenue forecasts and Governor and Legislative actions going forward.
Project Description/Justification:
The project Is being procured under a public-private partnership (P3). In order for the value of the 
TIFIA loan to come to the State, it needs to be available to the teams competing for the Project prior 
to submitting proposals. Demand for limited TIFIA loan capacity is high. The TIFIA office has received 
letters of interest requesting between $9.1 and $13.5 biOion of TIFIA loans. There is $7 billion of 
capacity available In FY2013, The reserve fund will secure TIFIA capacity for Alaska.
KABATA is working to make low cost financing tools available to the shortlisted teams to consider in 
their plan of finance. $600 milion of tax-exempt private activity bonds (PABs) capacity has been 
Stats of Alaska Capital Project Summary Department of Transportation/Public Facilities
FY2014 Governor Amended Reference No: 86577
2/13/13 6:53:14 AM Pagel Released February 12<h, 2013



Knik Arm Bridge and ToU Authority (KABATA) Project FY2014 Request $10,000,000
Reserve_____ __________ _________ _______Reference No: ______ 56677
obtained from USDOT for the project from the $15 billion national cap. Tax exempt bonds have a 
lower cost than taxable bonds. KABATA is also pursuing a Transportation Infrastructure Financing 
Innovation Act (TIFIA) loan of up to $500 million for the Project from FHWA. TIFIA Is a low-cost 
subordnated loan program with patient repayment terms. The TIFIA interest rate Is the 30 year 
Treasury rate plus 1 basis point presently 2.83%. There Is also a rural preference element within the 
TIFIA program that will lend at half the basic TIFIA rate. It appears that 56% of the project meets the 
rural definition of the TIFIA program. TIFIA will lend up to 49% of eligible project costs.
The teams competing for the project will consider the lowest cost financing available. To the extent 
the State can make tools like PABs and TIFIA available prior to proposal submission, the value of the 
low cost financing for the private sector will come back to the State through the competition In the 
form of lower avallabfilty payment proposals. Since TIFIA is the lowest cost capital available In the 
market place, it is important to make it available now. TIFIA will reduce the availability payments by 
hundreds of milions over the 35 year term of the PPA, providing great value to the State.
The TIFIA office of FHWA has indicated to KABATA teat the project would not be Invited to submit an 
application for a TIFIA loan until the project reserve is funded or there is a reasonable expectation 
that it would be funded in the near future. Providing project reserve funding through the capital budget 
will signal the TIFIA office that the State is serious about obtaining a TIFIA loan, and KABATA will be 
allowed to submit an application for TIFIA
The TIFIA program has limited lending capacity - approximately $7 ballon for federal fiscal 2013 and 
$10 NIBon for 2014. There Is very high demand for this low cost financing. TIFIA loan demand 
exceeds tee fiscal 2013 loan capacity. As of October 11,2012, eighteen Letters of Interest (LOI) were 
received by the TIFIA office, including the project’s LOI, requesting between $9.1 billion and $13.5 
billion in TIFIA loans. Additional LOIs for the TIFIA loan program are anticipated. After review and 
acceptance by the TIFIA office, entities submitting LOIs are teen Invited to submit an application. The 
program afiocates loan capacity on a first come first served basis based on appfication submission. 
Providing fending for the project reserve wil result In KABATA being provided the opportunity to 
submit a TIFIA application and reserve some of the limited TIFIA lending capacity for the project
KABATA has completed environmental clearance under the National Environmental Policy Act. In 
November 2010 the National Marine Fisheries Service Issued a biological opinion teat tee bridge 
would not jeopardize tee continued existence of the Cook inlet stock of beluga whales, which had 
been dedared endangered. That was followed by the FHWA issuing a "build’ Record of Dedsion In 
December 2010. KABATA has been acquiring right of way and expects to have all necessary rights of 
entry to construct by mid-2013. Key permits have been applied for and are also expected to be In 
place In 2013. The Section 401 Water Quality Certification for the project was issued by the Alaska 
Department of Environmental Conservation on September 26,2012.
The project will generate approximately 1,500 direct jobs annually over tee construction period. It will 
provide an essential second link between Anchorage and points north for the movement of people 
and freight and for safety; Intermodal connectivity between ports, airports and rail; and access to land 
and resources for economic development and housing and to support projected population growth.

State of Alaska Capital Project Summary Department ofTransportation/Public Pacifies
FY2014 Governor Amended Reference No: 56677
2/13/13 9:53:19 AM Page2 Released February 12th, 2013



The Matanuska-Susitna Boom
Borough’s growth continues to eclipse rest o f state

he Matanuska-Susitna Borough has been a 
continual economic standout in Alaska. Even 
in 2009 when employment stalled in Anchor­

age and the rest of the state, Mat-Su continued to add 
jobs. (See Exhibits 1 and 2.)
The borough’s population has expanded as well, 
growing by about 4 percent each year compared to 
just over 1 percent a year in Anchorage. Although 
Mat-Su is home to 13 percent of the state’s popula­
tion, it absorbed three-quarters of the state’s net 
in-migration over the past decade. And since 2004, 
more new housing units were built in Mat-Su each 
year than anywhere else in the state. (See Exhibit 3.)

A special relationship

The primary explanation for the area’s extraordinary 
growth is the economic interplay and symbiosis be­
tween Mat-Su and Anchorage, the state’s largest city. 
This daily economic interaction between two politi­
cal jurisdictions is not unusual in many parts of the 
country, but it is one of a kind in Alaska.
In the combined region, most new homes are built 
in Mat-Su, and most new residents that move to the 
area settle there even though many work in Anchor­
age. Average earnings for jobs in Anchorage are 37 
percent higher than earnings in the Mat-Su Borough, 
and the average single family home in Mat-Su costs 
a third less than it would in Anchorage.

Nearly a third work in Anchorage

In 2010, approximately 31 percent of employed Mat- 
Su residents worked in Anchorage, but they took in 
nearly half the earnings. These commuters’ earn­
ings added up to $576 million, slightly less than the 
$596 million that Mat-Su residents earned at home. 
These numbers exclude commuters who work for the 
federal government, the uniformed military, and the 
self-employed, so they are conservative estimates.
It is also important to note that a significant group of

A welcome sign in Talkeetna, one of the communities in the 
Matanuska-Susitna Borough. Photo by Frank K.

M  History of Strong Growth
M a t-S u  e m p lo ym e n t, 1 9 5 9 -2 0 1 2

•Estimate
Source: Alaska Department of Labor and Workforce 
Development, Research and Analysis Section
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borough residents travel even farther to find work. 
(See Exhibit 4.) In 2010, 8 percent worked on the 
North Slope and earned $236 million, or 16 per­
cent of all Mat-Su resident earnings.

Home affordability in Mat-Su

As used here, “housing affordability” is a combi­
nation of a community’s average earnings and the 
cost of local housing. In other words, it measures 
how many wage earners it takes to pay the aver­
age mortgage.
If one were to look strictly at the number of Mat- 
Su wage earners it takes to afford the average bor­
ough home, the result doesn’t look much different 
from the affordability of the Anchorage housing 
market. In the first half of 2012, it took 1.39 wage 
earners to afford an average single-family home in

Many New Housing Units
M a t-S u  vs . o th e r a re a s , 2011

Job Growth Didn’t Falter
M a t-S u  B o ro u g h , 2001 to  2 0 1 2

«  ■  m  ■  m  «

 M  l  i n
2001 2002 2003 2004 2005 2006 2007 2008 2009 2030 2011 2012* 

'Preliminary
Source: Alaska Department of Labor end Workforce 
Development. Research and Analysis Section

Mat-Su and 1.32 to quality for a home in Anchor­
age. This is because average earnings were lower 
in Mat-Su than in Anchorage. However, because 
so many Mat-Su residents work in Anchorage and 
other places where earnings are higher, the afford­
ability equation changes considerably —  an An­
chorage worker needed a little less than one wage 
earner, or 0.98, to afford a home in Mat-Su.

4 About Half Work Outside the Borough
M at-S u  re s id e n ts , 2 0 1 0

Mat-Su Borough 55%

North Slope 8% 
Fairbanks 1%

Rest of State 
Kenai 1%

Note: Excludes uniformed military, the self-employed, and federal workers 
Source: Alaska Department of Labor and Workforce Development Research 
and Analysis Section

The high cost of commuting

Other factors may make Mat-Su’s relatively af­
fordable housing even more attractive to buyers, 
such as a more rural life style, the availability of 
alternative types of housing, and the ability to live 
on a larger piece of land.
The dramatic rise in gasoline prices is a poten­
tial drawback for commuters, though. The aver­
age Mat-Su commuter spent an average of $143 
monthly in gasoline in 2000 but spent $351 in 
2011, with prices not adjusted for inflation.
These higher transportation costs change the af­
fordability picture and the desire to commute, but 
the data don’t show any clear reaction to these 
higher prices. Regardless, this long-term commut­
ing trend is not likely to change any time soon 
because the availability of developable land con­
tinues to tighten in Anchorage.
The Mat-Su Borough’s competitive advantage 
is not limited to residential development, either. 
Mat-Su is likely to capture a significant share of 
Southcentral Alaska’s other future economic devel­
opment. The recent opening of the Goose Bay Cor-

A L A S K A  E C O N O M IC  T R E N D S F E B R U A R Y  2 0 1 3

Anchorage 22% Rest of State 10%

Kenai 4%

Source: Alaska Department of Labor and Workforce Development Research 
and Analysis Section

Mat-Su 40%

777

Juneau 3%

Fairbanks 21%



rectional Center in Wasilla might be an example 
of this trend.

Migration fuels growth

Between 2000 and 2012, the Matanuska-Susitna 
Borough’s population grew by 58 percent, while 
Anchorage grew by 15 percent and the state as a 
whole grew 17 percent. (See Exhibit 5.)
The primary source of Mat-Su’s growth was 
people moving in, making it one of the few 
places is the state that grew mostly because of 
migration. Since 2000, three-quarters of the 
borough’s population growth was due to moves, 
and the balance came from natural increase, or 
births minus deaths. Over the same time period, 
Anchorage’s population gain due to net migration 
was near zero.
Because the population in the borough has grown 
so much faster than in Anchorage, it now repre­
sents nearly a quarter of the Anchorage/Mat-Su 
region’s total population, compared to 14 percent 
in 1990.
Within the borough, a vast majority of its 29 iden­
tified places or communities are above-average 
performers. Most are situated in a core area that 
begins with Palmer and runs along the Parks 
Highway through Wasilla, Meadow Lakes, and 
Knik-Fairview and ends in Houston.
The Knik-Fairview area is the largest census- 
designated place in Mat-Su, growing the fastest 
numerically in recent years and the second-fastest 
on a percentage basis. Growth was above-average 
even in the more distant communities of Willow 
and Talkeetna.
The borough’s school enrollment numbers also 
corroborate its population surge. (See Exhibit 6.) 
Enrollment has continued to grow in Mat-Su, un­
like statewide where enrollment peaked in 1999. 
During the past five years, the number of addi­
tional students in Mat-Su was larger than the Sitka 
school district’s entire enrollment.

Ail industries gained jobs

Employment has also grown faster in Mat-Su than 
anywhere else in the state. During the past decade,

5 Population by Community
M a ta n u s k a -S u s itn a  B o ro u g h , 2 0 0 0  to  2 0 1 2

Area

Population 
Estimate 

April 2000

Population 
Estimate 

July 2012

Population
Change

2000-2012
% Change 
2000-2012

Alaska 626,932 732,298 105,366 16.8%
Anchorage Municipality 260,283 298,842 38,559 14.8%
Matanuska-Susitna Borough 59,322 93,801 34,479 58.1%

Big Lake 2,435 3,502 1,067 43.8%
Buffalo Soapstone 761 872 111 14.6%
Butte 2,561 3,414 853 33.3%
Chase 43 35 -8 -18.6%
Chickaloon 213 243 30 14.1%
Eureka Roadhouse 28 24 -4 -14.3%
Farm Loop 975 1,036 61 6.3%
Fishhook 2,565 5,033 2,468 96.2%
Gateway 3,802 5,910 2,108 55.4%
Glacier View 238 235 -3 -1.3%
Houston city 1,202 2,012 810 67.4%
Knik-Fairview 6,985 16,126 9,141 130.9%
Knik River 582 744 162 27.8%
Lake Louise 88 50 -38 -43.2%
Lakes 6,604 8,729 2,125 32.2%
Lazy Mountain 1,160 1,558 398 34.3%
Meadow Lakes 4,720 8,188 3,468 73.5%
Palmer city 4,705 6,117 1,412 30.0%
Petersville 16 5 -11 -68.8%
Point MacKenzie 226 565 339 150.0%
Skwentna 111 35 -76 -68.5%
Susitna 37 16 -21 -56.8%
Susitna North 985 1,376 391 39.7%
Sutton-Alpine 1,080 1,427 347 32.1%
Talkeetna 731 894 163 22.3%
Tanaina 5,056 8,623 3,567 70.5%
Trapper Creek 423 475 52 12.3%
Vtfesilla city 5,504 8,207 2,703 49.1%
Willow 1,657 2,155 498 30.1%
Balance 3,829 6,195 2,366 61.8%

Source Alaska Deparment of Labor Research and Analysis Section

6 Jump in Enrollment
M a t-S u  vs . o th e r a re a s , 2 0 0 7  to  201 2

Mat-Su Borough

Anchorage -1%

Alaska -1%

Fairbanks -1%

Juneau -4% 9 ■
Ketchikan -3 % ■

Source Alaska Department of Education and Early Development

Continued on page 15
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M at-Su grow th sp u rt continues
P o s te d : M o n d a y , M a r c h  2 5 ,2 0 1 3  7 :0 8  p m

P A L M E R  —  W h e n  a  h o u s e  is  b u ilt  in  A la s k a , th e re ’ s a 1 - in -3  ch a n c e  i t  w a s  c o n s tru c te d  

s o m e w h e re  in  th e  M a t-S u .

O r  a t le a s t th a t’ s w h a t N e a l F r ie d , a n  e c o n o m is t w ith  th e  s ta te  D e p a rtm e n t o f  L a b o r a n d  

W o rk fo rc e  D e v e lo p m e n t, to ld  th e  M a t-S u  B o ro u g h  A s s e m b ly  la s t w e e k  as h e  d is c u s s e d  a 

P o w e rP o in t s lid e  d is p la y in g  h o m e  c o n s tru c tio n  in  p ie -c h a rt fo rm .

“ I t  is  k in d  o f  a m a z in g . I  d id n ’ t  re a liz e  th a t s o rt o f  p ro p o r tio n  u n t il I  p u t th a t s lid e  to g e th e r,”  he  

s a id .

A m a z in g , o f  c o u rs e , b e ca u se  th e  M a t-S u  re p re s e n ts  le ss  th a n  a th ir d  o f  th e  s ta te ’ s p o p u la tio n . T h e  

n e x t la rg e s t s lic e  o f  th e  p ie  w a s  A n c h o ra g e ’ s 2 2  p e rc e n t sh a re , th e n  F a irb a n k s  a t 18 p e rc e n t. A n d  

th a t’ s a c tu a lly  k in d  o f  a  d o w n  m a rk e t fo r  n e w  c o n s tru c tio n . T h e  V a lle y  p e a k e d , lik e  m o s t p la ce s  in  

th e  c o u n try , in  2 0 0 5  w h e n  2 ,0 3 8  b u ild in g  p e rm its  w e re  is s u e d . B y  2 0 0 7 , th a t n u m b e r h it  a  lo w  o f  

7 0 3  b e fo re  re b o u n d in g  s lig h t ly  to  th e  2 0 1 1  fig u re  o f  7 7 7 .

“ W e  d o n ’ t  h a v e  2 0 1 2  n u m b e rs  y e t, b u t m y  guess is  th e y  w i l l  lo o k  b e tte r,”  F r ie d  s a id .

A s  fo r  e x is tin g  h o m e s , sa le s  p e a k e d  in  2 0 0 7  b u t h a v e  re m a in e d  s te a d y  in  th e  1 ,2 0 0  ra n g e  s in c e  

th e n , h e  s a id . In  2 0 1 2 ,1 ,2 3 6  h o m e s  s o ld .

A n o th e r  n o ta b le  s ta t is t ic  is  th a t c o m m u te r n u m b e rs  h a v e  re m a in e d  re la t iv e ly  s te a d y  a t a ro u n d  4 5  

p e rc e n t o f  th e  w o rk  fo rc e  s in c e  2 0 0 0 . F r ie d  s a id  a s te a d y  n u m b e r th e re  is  in te re s tin g  b ecause  th e  

s u p p o s itio n  has a lw a y s  b e e n  th a t in c re a s e d  ga s  p ric e s  w o u ld  re d u c e  c o m m u te r tr a f f ic .

“ I ’ m  s u re  g a s o lin e  p r ic e s  d o e s  e ffe c t c o m m u tin g , b u t i t ’ s to o  s u b tle  to  k n o w ,”  h e  s a id .

B re a k in g  th o s e  n u m b e rs  d o w n  fu r th e r : 31  p e rc e n t o f  th e  w o rk fo rc e  c o m m u te s  to  A n c h o ra g e , 1 

p e rc e n t e a ch  in  th e  K e n a i P e n in s u la  a n d  F a irb a n k s  N o r th  S ta r b o ro u g h s , 8  p e rc e n t o n  th e  N o rth  

S lo p e  a n d  4  p e rc e n t in  th e  re s t o f  th e  s ta te .

“ T h e  re a l d y n a m ic  h e re  is  w h a t’ s h a p p e n e d  o n  th e  N o r th  S lo p e ,”  h e  s a id . “ T h e  la s t tim e  I  th in k  1 

c re a te d  th is  i t  w a s  6  p e rc e n t.”

H e  a ttr ib u te d  th a t b u m p  in  th e  s ta tis tic s  to  g ro w th  in  th e  o il  in d u s try .

O f  th e  55  p e rc e n t o f  w o rk e rs  w h o  b o th  liv e  a n d  w o rk  in  th e  V a lle y , th e  b ig g e s t sh a re  —  2 0  

p e rc e n t o f  th a t g ro u p  —  w o rk  in  g o v e rn m e n t. T h e  b u lk  o f  th o s e  3 ,1 8 7  jo b s  a re  m o s tly  w ith  th e  

M a t-S u  B o ro u g h  S c h o o l D is t r ic t .

h t t n : / / w w w . fr o n t ie r s m a n .c o m /n e w s /m a t- s u - f f r o w th - s n u r t - c o n t in u e s /a r t ic le  ... 3 /2 6 /2 0 1 3

http://www.frontiersman.com/news/mat-su-ffrowth-snurt-continues/article
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R e ta il jo b s  m a k e  u p  a n o th e r 16  p e rc e n t, w ith  th e  n e x t b ig g e s t s lic e s  g o in g  to  h e a lth  c a re  a n d  

h o s p ita lity , w h ic h  e a ch  e n jo y  a n  11 p e rc e n t s h a re  o f  th e  w o rk fo rc e .

O v e ra ll, F r ie d  s a id , M a t-S u  is  fa r in g  w e ll in  th e  c u rre n t e c o n o m y .

“ W e ’ v e  a d d e d  a n o th e r y e a r o f  jo b  g ro w th  a n d  th a t’ s  b e e n  g o in g  o n  fo r  a v e iy ,  v e ry  lo n g  tim e , 

b a s ic a lly  s in c e  th e  la te  ’ 8 0 s  a fte r  th e  g re a t c ra s h ,”  h e  s a id . “ T h e  re s t o f  th e  c o u n try ’ s la b o r m a rk e t, 

jo b  m a rk e t, e c o n o m y , is  s t i l l  u n d e r th e  w a te r.”

H e  s a id  th a t i f  th e  b o ro u g h  w e re  a s ta te  i t  w o u ld  be  th e  fa s te s t g ro w in g  s ta te  in  th e  n a tio n .

“ I t ’ s  p re tty  im p re s s iv e  a n d  i t ’ s v e ry  b ro a d -b a s e d ,”  h e  s a id , a d d in g  th a t th e  g ro w th  in  jo b s  w a s 

s p re a d  o u t o v e r m u lt ip le  ty p e s  o f  e m p lo y e rs .

C o n ta c t re p o r te r A n d re w  W e lln e r  a t a n d re w .w e lln e r@ fro n tie rs m a n .c o m  o r  3 5 2 -2 2 7 0 .

h t tD : / /w w w .f r o n t ie r s m a n .c o m /n e w s /m a t- s u - f f r o w th - s n u r t - c o r » t in iie s /a r t ic . lf t 3 /7 .6 /7 0 1 3

mailto:andrew.wellner@frontiersman.com
http://www.frontiersman.com/news/mat-su-ffrowth-snurt-cor%c2%bbtiniies/artic.lft
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A  H is to ry  o f  S tro n g  G ro w th -N o  D ip

Mat-Su wage and salary employment

2 0 , 0 0 0

15,000

1 0 , 0 0 0

5,000

0 MIT T ) i M M TT’j" T I I ! IT I'M I I J I ! ! i! I! i I i ! i M M l| I II ! i j
1959 1965 1970 1975 1980 1985 1990 1995 2000 2005 2012*

"estimate
Sources: Alaska Department o f Labor and Workforce Development, Research and Analysis



Employment Never Faltered In The Mat-Su

Annual employment growth

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012*
*Still a bit preliminary

Sources: Alaska Department of Labor and Workforce Development, Research and Analysis



Where The Jobs Came From In 2012

Job gains in the MatSu in 2012"

Total 

Government 

Health Care 

Construction 

Professional & Bus. Svcs. 

Social Assistance 

Retail Trade 

Transportation 

Leisure & Hospitality-

5 7 9

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section ‘preliminary



Where The Jobs Were Created In The Mat-Su During The Past
Decade (7,000 in all or 50%)

17%
Manufacturing 

Const
Information 

T ra n sp . &  W areh .

Financial Act.

Prof. & Bus. Servs
Social Assist.

L e is u re  A  H o s p it.

Eating and Drinking

Retail Trade  

Health Care

Government

W a g e  a n d  S a la ry  J o b s  C re a te d  B e tw e e n  2 0 0 2 -2 0 1 2

2 9

84%

51%

143%

53%

40%

40%

103%

3 4 1

413

5 0 7

8 3 2

4 5 8

1 ,0 3 0

4 ,2 0 7

r ;  1 ,3 1 2

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section.



Where The Matanuska-Susitna Borough's Jobs 
Are-Sort Of

Professional & Bus.
5%

Leisure  & Hospitality. 
1 1 %

Other includes private education, manufacturing, natural resources, utilities, wholesale trade and other services

Information
3 %

E n t r e p r e n e u r s *

O V o

T r a n s p o r t a t i o n  

Construction 3%
7%

^estimated

Other
7 %

Retail
16%

Governm ent
20%
federa l=207  
s ta te = 1 ,2 6 2

lo c a l= 3 ,1 8 7

Health Care 
11%

Financial Activities 
3 %

S o c i a l  A s s i s t .  

5 %



How the Mat-Su’s Average Annual Earnings
Stack Up

Construction  

Information 

Government 

Prof. & Business Ser. 

Financial Activities 

Health Care & Social Assis. 

Transportation & Warehs.

Mat-Su Average 

Anchorage Average  

Manufacturing 

Retail Trade 

Leisure & Hospitality

2 0 1 1  annual average earnings-Mat-Su

$ 5 7 , 2 1 6

$ 5 6 , 1 2 4

$ 4 7 , 2 0 8

$ 4 5 , 2 8 8

$ 4 2 , 0 8 4

$ 3 7 , 6 3 2

$ 3 8 , 1 8 4

$ 3 7 , 4 6 4

$ 5 4 , 1 5 6

$ 2 6 , 5 6 8

$15,612
Source: Alaska Department of Labor and Workforce Development. Research and Analysis Section.



Where Mat-Su Residents Work1

Mat-Su Borough 55%

North Slope 

Fairbanks NSB 1%

Rest of State 4% 
Kenal Pen. Borough 1%

Anchorage 31%

E x c lu d e s  uniformed military, federal and self-employed workers, 2010.

Sources: Alaska Department of Labor and Workforce Development, Research and Analysis



Percent o f Valley Residents Working In 
The Valley-N ot Much Change

a n n u a l e m p lo y m e n t g ro w th
70% 

60% 

50% 

40%

30%

2 0 %

1 0 %

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
^E xc lu d e s  fe d e ra l, u n ifo rm e d  m ilita ry  a n d  self-employed

Sources: Alaska Department of Labor and Workforce Development, Research and Analysis

0%



W o r k e r  R e s i d e n c y  b y  R e g i o n  -  A l a s k a ,  2 0 1 1

A la s k a

M a t a n u s k a - S u s i t n a  B o r o u g h

F a ir b a n k s  N o r t h  S ta r  B o r o u g h

M u n ic ip a l i t y  o f  A n c h o r a g e

G u l f  C o a s t R e g io n

S o u t h e a s t  R e g i o n

S o u th w e s t  R e g io n

R u r a l  I n t e r io r  R e g io n

N o r th e r n  R e g io n

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

L o c a l  R e s id e n t s  ■  N o n - lo c a l  A la s k a  R e s id e n t s  ■  N o n r e s id e n t s



Home Sales In The MatSu

Single family home and condo sales- MatSu*

1,349
1 , 4 1 5

1 , 2 6 4  -| , 2 3 6

2001 2002 2003 2004 2005 2006 2007 2008* 2009 2010 2011 2012
"Condos added to MatSu in 2008. Condo sales that year in the MatSu was 41.

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section, Alaska Housing Finance corporation, mls.



Building Permit Activity In The MatSu Declined

MatSu Borough Housing Unit Activity

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Sources: Alaska Department of Labor and Workforce Development, Research and Analysis



You House The State! Only A Slight 
Exaggeration-Building Permits In 2011

Anchorage

Kenai Pen. Borough 4%
Fairbanks NSB

Juneau 3%
Mat-Su Borough 36%

18%

Rest of State 17%

Sources:Alllnew housing units,2011.Alaska Departmentof Labor and Workforce
Development, Research and Analysis



H o u s in g  R em ains One O f The B ig  
A ttra c tio n s -S in g le -F a m ily  H om e P rices

M a t S u

A v e r a g e  S a le s  P r ic e s  o f  S in g le - F a m i ly  H o m e - 1  s t  q u a r t e r  2 0 1 2

T h a t ’s  a  l o t  o f  g a s o l i n e$238.793
A n c h o r a g e  - $ 3 1 7 , 4 5 6

F a i r b a n k s $ 2 3 1 , 1 7 7

J u n e a u  - $ 2 8 5 , 9 5 0

K e n a i  - $ 2 2 3 , 7 5 5

S t a t e w i d e  - $ 2 7 6 , 9 0 2

Source: Alaska Department of Labor and Workforce Development, Research end Analysis Section.



W age E arners Needed To B uy A n  
A ve ra g e  S ing le -fam ily  Home

A n c h o ra g e
worker buys a 
M at-Su h o u se

Fairbanks North Star Borough 

Kenai Peninsula Borough 

Statewide 

Anchorage Municipality 

Ketchikan Borough 

Mat-Su Borough 

Juneau Borough 

Kodiak Island Borough

1st half 2012

0 . 9 8

1 . 1 2

1 . 1 9

1 . 2 1

1 . 3 2

1 . 3 8

1 . 5 0

Bethel 1 . 7 1

Sources:Alaska Departmentof Labor and Workforce Development, Research and Analysis



Annual Population Gains For The MatSu 
Valley-ls There A Trend?

Annual population gains for MatSu valley

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Sources: Alaska Department of Labor and Workforce Development, Research and Analysis



Where Most Of The Valley’s Population Growth 
Is Coming From-Not Anchorage’s Story

30.000

25.000

20.000

15.000

10.000

5,000

0

n e t  m i g r a t i o n - 2 0 0 0 - 2 0 1 2

M a t S u A n c h o r a g e
Sources: Census Bureau, AKDOL.



T h e  F l ip  S t o r y - W h e r e  A n c h o r a g e ’s  P o p u la t io n
Growth Is Coming From-Not The MatSu Story

5 0 . 0 0 0

40.000

30.000

2 0 . 0 0 0  

1 0 , 0 0 0

0

Natural Increase 2000-2012

38,805

8,930^ ■ 1
MatSu Anchorage

S o u r c e s :  C e n s u s  B u r e a u ,  A K D O L .



T h e  M a t - S u  G r o w i n g  I n f l u e n c e  O n  T h e  
A n c h o r a g e / M a t - S u  R e g i o n

M a t - S u ' s  p o p u l a t i o n  a s  a  p e r c e n t  o f  A n c h o r a g e / M a t - S u  r e g i o n

t  i r

1960 1970 1980 1990 2012 2 0 2 0  2 0 3 0

Sources: Alaska Department of Labor and Workforce Development, Research and Analysis Section, U.S Census Bureau.



G r o w t h  O r  L o s s e s  I n  A l a s k a ’s  S c h o o l  

D i s t r i c t s

S c h o o l  e n r o l l m e n t  2 0 0 7 - 2 0 1 2

M a t S u  B o r o u g h  

A n c h o r a g e  

A l a s k a  

F a i r b a n k s  

J u n e a u  

K e t c h i k a n

Sources: Ak Department of Education.



I n c o m e  S t a c k s  U p  N i c e l y

Ranking City Median Family 
Income-2011

Anchorage $85,023
1 Maryland $83,823
2 Connecticut $83,106
3 New Jersey $82,255
4 Massachusetts $80,425

MatSu Borough $79,597
5 New Hampshire $76,609
6 Alaska $75,786
7 Virginia $74,500

U.S. 61,455
Source: U.S. Census Bureau, ACS



All That Really Matters-The Valley Pickup 
Index

40.000

35.000

30.000

25.000

2 0 . 0 0 0  

15,000

n u m b e r  o f  r e g i s t e r e d  p i c k u p s  i n  t h e  V a l l e y

2 0 0 0  2 0 0 1  2 0 0 2  2 0 0 3  2 0 0 4  2 0 0 5  2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0  2 0 1 1  2 0 1 2

A n d  1 0 ,5 3 2  r e g is t e r e d  s n o w m a c h i n e s  in  2 0 1 1 - p e a k e d  a t  1 1 ,0 4 8  in  2 0 0 8  source: Division of Motor vehicles.
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S p o n s o r e d  b y :  M a y o r  D e V i l b i s s  

A d o p t e d :  0 1 / 1 5 / 1 3

M A T A N U S K A - S U S I T N A  B O R O U G H  

R E S O L U T I O N  S E R I A L  N O .  1 3 - 0 0 7

A  R E S O L U T I O N  O F  T H E  M A T A N U S K A - S U S I T N A  B O R O U G H  A S S E M B L Y  

S U P P O R T I N G  T H E  L A Y O U T  A N D  P L A N N I N G  O F  A  T O W N  S I T E  I N  T H E  

C O M M U N I T Y  O F  P O I N T  M A C K E N Z I E  A N D  A  T O W N  S I T E  I N  T H E  F I S H  C R E E K  

M A N A G E M E N T  A R E A . ___________________________________________________________________________________________________________________________________________

W H E R E A S ,  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h  a n d  M u n i c i p a l i t y  o f  

A n c h o r a g e  h a v e  o v e r  6 0  p e r c e n t  o f  A l a s k a ' s  p o p u l a t i o n ;  a n d

W H E R E A S ,  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h  a n d  M u n i c i p a l i t y  o f  

A n c h o r a g e  c o m p r i s e  A l a s k a ' s  l a r g e s t  a n d  s t r o n g e s t  r e g i o n a l  

e c o n o m y ;  a n d

W H E R E A S ,  t o  m a i n t a i n  a  s t r o n g ,  g r o w i n g  a n d  s u s t a i n a b l e  

r e g i o n a l  e c o n o m y  t h e r e  i s  a  n e e d  f o r  a d d i t i o n a l  c o m m e r c i a l ,  

i n d u s t r i a l ,  a n d  r e s i d e n t i a l  l a n d s ;  a n d

W H E R E A S ,  t h e  K n i k  A r m  B r i d g e  i s  o n e  o f  t h e  B o r o u g h ' s  

l e g i s l a t i v e  p r i o r i t i e s ;  a n d

W H E R E A S ,  t h e  K n i k  A r m  B r i d g e  w i l l  p r o v i d e  a c c e s s  t o  

d e v e l o p a b l e  l a n d s  w i t h i n  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h  f o r  

c o m m e r c i a l ,  i n d u s t r i a l ,  a n d  r e s i d e n t i a l  u s e s ;  a n d

W H E R E A S ,  t h e  i m m e d i a t e  d e v e l o p m e n t  p r e s s u r e  a n t i c i p a t e d  t o  

r e s u l t  f r o m  c o n s t r u c t i o n  o f  t h e  K n i k  A r m  B r i d g e  w i l l  b e  i n  t h e  

c o m m u n i t y  o f  P o i n t  M a c K e n z i e ;  a n d

W H E R E A S ,  t h e  A s s e m b l y  a d o p t e d  P o i n t  M a c K e n z i e  C o m m u n i t y  

C o m p r e h e n s i v e  P l a n  i n c l u d e s  a  g o a l  t o :

Pag* l  of 4 Resolution Serial No. 13-007



" E n c o u r a g e  d e v e l o p m e n t  o f  t o w n  c e n t e r s .  T h e  t o w n  c e n t e r s  s h o u l d  

I n c l u d e  s i t e s  f o r  a  l i b r a r y ,  h e a l t h  c l i n i c ,  p o s t  o f f i c e ,  s e r v i c e  

s t a t i o n ,  s c h o o l  s i t e s ,  c o m m u n i t y  c e n t e r ,  g r o c e r y  s t o r e ,  c a f 6 ,  

h o t e l ,  p o l i c e  s t a t i o n ,  a n d  m u l t i - f a m i l y  d e v e l o p m e n t ; *  a n d

W H E R E A S ,  c o n s t r u c t i o n  a n d  o p e r a t i o n  o f  t h e  G o o s e  C r e e k  

C o r r e c t i o n a l  C e n t e r  i s  i n c r e a s i n g  t h e  n u m b e r  o f  j o b s  i n  a n d  

v i s i t o r s  t o  P o i n t  M a c K e n z i e ;  a n d

W H E R E A S ,  t h e r e  i s  r o u g h l y  t h r e e  s q u a r e  m i l e s  o f  

B o r o u g h -  o w n e d  l a n d  a d j a c e n t  t o  A l e o p  R o a d ,  n e a r  t h e  G o o s e  C r e e k  

C o r r e c t i o n a l  C e n t e r  s u i t a b l e  f o r  d e v e l o p m e n t  o f  a  t o w n  s i t e  a s  

e n v i s i o n e d  b y  t h e  P o i n t  M a c K e n z i e  C o m m u n i t y  C o m p r e h e n s i v e  P l a n ;

W H E R E A S ,  t h e  B o r o u g h - o w n e d  l a n d  o f f  A l s o p  R o a d  i s  a d j a c e n t  

t o  t h e  1 4  s q u a r e  m i l e  i n d u s t r i a l  z o n e d  P o r t  D i s t r i c t ,  t h e  P o r t  

M a c K e n z i e  R a i l  E x t e n s i o n ,  a n d  t h e  A l a s k a  R a i l r o a d  T e r m i n a l  

R e s e r v e  A r e a ;  a n d

W H E R E A S ,  t h e  P o i n t  M a c K e n z i e  C o m m u n i t y  c o u n c i l  u n a n i m o u s l y  

a p p r o v e d  a  m o t i o n  s u p p o r t i n g  t h e  l a y o u t ,  p l a n n i n g ,  a n d

d e v e l o p m e n t  o f  a  t o w n  s i t e  o n  B o r o u g h - o w n e d  l a n d  a d j a c e n t  t o  

A l s o p  R o a d  a t  t h e i r  r e g u l a r l y  s c h e d u l e d  m e e t i n g

o f  D e c e m b e r  1 3 ,  2 0 1 2 ;  a n d

W H E R E A S ,  t h e r e  w i l l  b e  a  n e e d  f o r  r o a d  a n d  o t h e r

i n f r a s t r u c t u r e  i m p r o v e m e n t s  i n c l u d i n g  K n i k  G o o s e  B a y  R o a d ,r
Page Z of 4 Resolution Serial No. 13-007

ZM No. 13-031



B u r m a  R o a d ,  a n d  S o u t h  B i g  L a k e  R o a d ,  a n d  a  b r i d g e  a c r o s s  t h e  

L i t t l e  S u s i t n a  R i v e r ,  o n  t h e  B o r o u g h  e n d  o f  t h e  K n i k  A r m  

C r o s s i n g  w h e n  t h e  b r i d g e  i s  b u i l t ;  a n d

W H E R E A S ,  t h e  d e v e l o p m e n t  p r e s s u r e  r e s u l t i n g  f r o m  

c o n s t r u c t i o n  o f  t h e  K n i k  A r m  B r i d g e  i s  a n t i c i p a t e d  t o  r e a c h  

b e y o n d  t h e  c o m m u n i t y  o f  P o i n t  M a c K e n z i e ;  a n d

W H E R E A S ,  t h e r e  i s  s i g n i f i c a n t  d e v e l o p a b l e  l a n d  i n  t h e  F i s h  

C r e e k  M a n a g e m e n t  A r e a ;  a n d

W H E R E A S ,  t h e  F i s h  C r e e k  M a n a g e m e n t  P l a n ,  a d o p t e d  b y  t h e  

B o r o u g h  A s s e m b l y ,  s t a t e s  t h a t  l a n d  s h o u l d  b e  r e s e r v e d  f o r  t o w n  

c e n t e r  d e v e l o p m e n t  f o r  c o m m u n i t y  s e r v i c e s  a n d  a  c e n t r a l i z e d  

c o m m e r c i a l  d i s t r i c t ;  a n d

W H E R E A S ,  t h e  F i s h  C r e e k  t o w n  c e n t e r ,  i n  c o n t r a s t  t o  t h e  

t o w n  s i t e  i n  P o i n t  M a c K e n z i e ,  c o u l d  b e  a  s e r v i c e  c e n t e r  f o r  

s m a l l  t o  m i d - s i z e d  a g r i c u l t u r a l  p a r c e l s  c h a r a c t e r i z e d  b y  l e s s  

d e n s e  d e v e l o p m e n t  a n d  i n t e g r a t e d  i n t o  a l r e a d y  e x i s t i n g  s u m m e r  

r e c r e a t i o n  a n d  w i n t e r  t r a i l s  t o  p o i n t s  f a r  b e y o n d ;  a n d

W H E R E A S ,  t h e  F i s h  C r e e k  t o w n  c e n t e r  c o u l d  b e c o m e  a  l o g i c a l  

j u n c t i o n  f o r  a c c e s s  t o  t h e  w e s t  o f  t h e  S u s i t n a  R i v e r  a n d  t o  t h e  

n o r t h  s i d e  o f  t h e  K e n a i  P e n i n s u l a  B o r o u g h .

N O W ,  T H E R E F O R E ,  B E  I T  R E S O L V E D ,  t h a t  t h e  M a t a n u s k a - S u s i t n a  

B o r o u g h  A s s e m b l y ,  i n  a n t i c i p a t i o n  o f ,  a n d  a s  a  d e m o n s t r a t i o n  o f  

s u p p o r t  f o r  a  b r i d g e  a c r o s s  t h e  K n i k  A r m  a n d  a  b r i d g e  a c r o s s  t h e  

L i t t l e  S u s i t n a  R i v e r ,  s u p p o r t s  l a y o u t ,  p l a n n i n g  a n d  d e v e l o p m e n t
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o f  t o w n  s i t e s  o n  p u b l i c  l a n d  a d j a c e n t  t o  A l s o p  R o a d  a n d  i n  t h e  

F i s h  C r e e k :  M a n a g e m e n t  A r e a .

A D O P T E D  b y  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h  A s s e m b l y  t h i s  

1 5  d a y  o f  J a n u a r y ,  2 0 1 3 .

L A R R Y  D e V I L B I S S ,  B o r o u g h  M a y o r

A T T E S T :

L 0 N N I E 1 / R .  M c K B f c H N I E ,  C M C , B o r o u g h  C l e r k  

( S E A L )

P A S S E D  U N A N I M O U S L Y !  K e o g h ,  W o o d s ,  A r v i n ,  C o l l i g a n ,  S a l m o n ,

C o l v e r ,  a n d  H a l t e r
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K N IK /& 0 0 S 6  BAY RO AD: PARICS H IG H W A Y TO POINT M cK EN ZIE  R O A D  
1977 - 2009 FATAL & M AJOR IN JU R Y  CRASH L O C A T IO N S
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C R A S H  S U M M A R Y  i m / i o m e o - a w n

S E G M E N T  L E N G T H  S . 3 S  M I L E S

2006 2009 FATAL CRASHES 6 Pt- VfAR 187
2 0 0 6 - 2 0 0 9  M A J O R  I N J U R Y  C R A S H E S -  9  P e r  Y E A R :  2 . 8 0  

2 0 0 6  2 0 0 9  F A T A L  ♦  M A J O R  T N J U R V  C R A S H E S - 1 5  P e r  V E A f t :  4 . 6 7  

2096-2009 (3 year) FATAL* MAJOR INJURY CRASHES
p e r  M B L E  p e r  V E A f t :  f t J H f f i

P A R K S  H IG H W A Y : W A S IL L A  T O  H O U S T O N  2 0 0 6 - 009* F A T A L  C R A S H  L O C A T IO N S  -  P o st
TRAFFIC SAFETY COM4IbOft DESIGNATION 
(Including Mqjor Injury Crashes)
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^  P a r k s  H l a h w a v  M a j o r  R m l k m m e n t s  T i m e l i n e

'  M i l e p o s t  4 4 - 5 2  C o m p le t e  J u l y  1 9 9 6 ---------------5 5  M i l e s  p e r  H * r

I M i l e p o s t  5 2 - 5 7 *  C o m p le t e  J u l y ,  1 9 9 8 B g i m  P o r t i o n  T o r  3 o t e t r

) *  C t s l h  O ccu re d  Z . s.^ ing  T S C  O c n p a t io n C f r t d o r  f t e s j a n a t i o n

] O  t M a j i r l i i j u F Y  C ra s h  ( 2 0 0 ^ 3 0 ° 9 ) —  5 5 * l t a . s « r . H i M :

m i l e s

S C A L E  I n  M I L E S



M u n ic ip a l it y  o f  A n c h o r a g e

O f f i c e  o f  t h e  M a y o r
Phone: 907-343-7100 

FAX: 907-343-7180
Mayor Dan Sullivan

F e b r u a r y  2 5 , 2 0 1 3

MAR R1 2013

T h e  H o n o r a b l e  C h a r l i e  H u g g i n s

S e n a t e  P r e s i d e n t

A l a s k a  S t a t e  C a p i t o l ,  R o o m  1 1 1

T h e  H o n o r a b l e  M i k e  C h e s a u l t  

S p e a k e r  o f  t h e  H o u s e  

A l a s k a  S t a t e  C a p i t o l ,  R o o m  2 0 8

R e :  S u p p o r t  f o r  E s t a b l i s h m e n t  o f  a  F u l l y  F u n d e d  P r o j e c t  R e s e r v e  f o r  K n i k  A i m  C r o s s i n g  P r o j e c t  

a n d  P a s s a g e  o f  e i t h e r  H B 2 3  o r  S B 1 3

D e a r  P r e s i d e n t  H u g g i n s  a n d  S p e a k e r  C h e n a u l t

T h e  K n i k  A r m  C r o s s i n g  i s  a  t r a n s f o r m a t i v e  p r o j e c t  t h a t  w i l l  s h a p e  t h e  e c o n o m y  o f  A l a s k a  f o r  

d e c a d e s  t o  c o m e .  W i t h  t h e  c r e a t i o n  o f  a  p r o j e c t  r e s e r v e  t h o u g h  t h e  p a s s a g e  o f  H B  2 3  o r  S B  1 3 ,  

a n d  t h e  r e s e r v e ' s  f o i l  f u n d i n g  i n  t h e  F Y  2 0 1 4  c a p i t a l  b u d g e t ,  t h e  b r i d g e  w i l l  m o v e  f o r w a r d  

q u i c k l y  i n t o  c o n s t r u c t i o n ,  a n d  g u a r a n t e e s  t h a t  i t  w i l l  b e  d e l i v e r e d  t o  A l a s k a n s  u n d e r  t h e  m o s t  

c o m p e t i t i v e  f i n a n c i a l  t e r m s  a v a i l a b l e .

T h e  c r e a t i o n  o f  a  p r o j e c t  r e s e r v e  e n s u r e s  t h e  b e s t  v a l u e  t o  t h e  S t a t e  o f  A l a s k a .  I t  d e m o n s t r a t e s  

t h e  S t a t e ’ s  c o m m i t m e n t  t o  t h i s  p r o j e c t  a n d  i t  a l l o w s  t h e  p r i v a t e  s e c t o r  t o  f i n a n c e  t h e  b r i d g e  a t  

m o r e  c o m p e t i t i v e  i n t e r e s t  r a t e s .  T h e s e  l o w e r  r a t e s  w i l l  b e  r e f l e c t e d  i n  c o m p e t i t i v e  p r o p o s a l s  

f r o m  t h e  p r i v a t e  s e c t o r .  T h i s  p r o j e c t  i s  b e i n g  d e v e l o p e d  w i t h  p r i v a t e  e q u i t y ,  a n d  g e n e r a t e s  t o l l  

r e v e n u e s .  A s  a  r e s u l t ,  i t  h a s  a  m e c h a n i s m  t o  r e p a y  t h e  p r o j e c t  r e s e r v e ,  a n d  t o  g e n e r a t e  a  s u r p l u s  

t o  f o n d  f u t u r e  s t a t e w i d e  t r a n s p o r t a t i o n  n e e d s  o v e r  t i m e .

T h i s  p r o j e c t  i s  i m p o r t a n t  t o  t h e  f o t u r e  o f  o u r  l o c a l ,  r e g i o n a l  a n d  s t a t e  e c o n o m y .  1  u r g e  y o u r  

s u p p o r t  o f  l e g i s l a t i o n  a m i  c a p i t a l  a p p r o p r i a t i o n  t o  e s t a b l i s h  a  f o l l y - f o n d e d  K n i k  A r m  C r o s s i n g  

p r o j e c t  r e s e r v e  i n  t i r e  F Y  2 0 1 4  b u d g e t  T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .

S i n c e r e l y ,

M a y o r

P.O. Ko\ lW ifol) Anrlmr.ii’c,-M.isk.i : liMp: w uu .m un i.o rg



Adopted« 02/28/12

M A T A N U S K A - S U S I T N A  B O R O U G H  

R E S O L U T I O N  S E R I A L  N O .  1 2 - 0 2 7

A  R E S O L U T I O N  O F  T H E  M A T A N U S K A - S U S I T N A  B O R O U G H  A S S E M B L Y  

S U P P O R T I N G  H O U S E  B I L L S  1 5 8  A N D  1 5 9  A N D  S E N A T E  B I L L S  7 9  A N D  8 0  

R E L A T I N G  T O  T H E  A U T H O R I T Y  A N D  O B L I G A T I O N S  O F  T H E  K N I K  A R M  B R I D G E  

A N D  T O L L  A U T H O R I T Y . ____________________________________________________________________________________________________________________________

W H E R E A S #  t h e  K n i k  A r m  B r i d g e  a n d  T o l l  A u t h o r i t y *  ( K A B A T A )  

w a s  e s t a b l i s h e d  i n  2 0 0 3  b y  t h e  A l a s k a  S t a t e  L e g i s l a t u r e ;  a n d

W H E R E A S /  t h e i r  p r o j e c t  *  t h e  K n i k  A r m  C r o s s i n g ,  w i l l  b e  a  

s i g n i f i c a n t  a d d i t i o n  t o  A l a s k a ' s  i n f r a s t r u c t u r e  t h a t  w i l l  

f u r t h e r  f a c i l i t a t e  t h e  m o v e m e n t  o f  g o o d s  a n d  p e o p l e  i n  t h e  

8 t a t e ;  a n d

W H E R E A S ,  t h e s e  H o u s e  a n d  S e n a t e  b i l l s  a c c o m p l i s h  m a n y  i t e m s  

K A B A T A  h a s  d e e m e d  n e c e s s a r y  t o  h a v e  a  s u c c e s s f u l  p u b l i o - p r i v a t e  

p a r t n e r s h i p  p r o c u r e m e n t ;  a n d

W H E R E A S ,  t h e  f i r s t  w i l l  i n c r e a s e  K A B A T A ' s  B o n d i n g  A u t h o r i t y  

f r o m  $ 5 0 0  m i l l i o n  t o  $ 6 0 0  m i l l i o n  w h i c h  l o w e r s  t h e  c o s t  o f  

c a p i t a l  f o r  t h e  p r o j e c t  a n d  u l t i m a t e l y  l o w e r s  t h e  c o s t  t o  e n d  

u s e r s ;  a n d

W H E R E A S ,  t h e  s e c o n d  i t e m  b r i n g s  p r o p e r t y  t a x  r e l i e f  b y  

c l a r i f y i n g  t h a t  t h e  K n i k  A r m  C r o s s i n g  a n d  a s s o c i a t e d  f a c i l i t i e s  

a r e  e x e m p t  f r o m  s t a t e  a n d  l o c a l  p r o p e r t y  t a x e s  l i k e  a n y  o t h e r  

t r a n s p o r t a t i o n  p r o j e c t  i n  o u r  S t a t e ;  a n d

W H E R E A S ,  a  t h i r d  i t e m  t h a t  w o u l d  b e  a c c o m p l i s h e d  i s  t h e  

i d e n t i f i c a t i o n  o f  c o n t r a c t u a l  m o n e y  o b l i g a t i o n s  o f  t h e  S t a t e  o f
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W H E R E A S ,  t h e  l a s t  i t e m  n e c e s s a r y  w o u l d  c r e a t e  a  r e s e r v e  

f u n d  t o  p r o v i d e  a  b a c k s t o p  f o r  t o l l  r e v e n u e  f l u c t u a t i o n s  a s  w e l l  

a s  t o  s e r v e  t o  e n h a n c e  t h e  c r e d i t  w o r t h i n e s s  o f  t h e  p r o j e c t  

w h i c h  w o u l d  r e d u c e  o v e r a l l  p r o j e c t  c o s t a .

N O W ,  T H E R E F O R E ,  B E  I T  R E S O L V E D ,  t h e  M a t a n u s k a - S u s i t n a  

B o r o u g h  A s s e m b l y  s u p p o r t s  B o u s e  B i l l s  1 5 8  a n d  1 5 9  a n d  S e n a t e  

B i l l s  7 9  a n d  8 0 .

A D O P T E D  b y  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h  A s s e m b l y  t h i s  2 8  

d a y  o f  F e b r u a r y ,  2 0 1 2 .

Alaska under a P3 process; and

A T T E S T ;

( S E A L )

Y E S : W o o d s ,  A r v i n ,  C o l l i g a n ,  S a l m o n ,  C o l v e r ,  a n d  H a l t e r

N O  i K e o g h
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S p o n s o r e d  b y :  A s s e m b l y m e m b e r  A r v i n  

A m e n d e d :  0 4 / 0 6 / 1 0  

A d o p t e d :  0 4 / 0 6 / 1 0

M A T A N U 8 K A - S U S I T N A  B O R O U G H  

R E S O L U T I O N  S E R I A L  N O .  1 0 - 0 2 8

A  R E S O L U T I O N  O F  T H E  M A T A N U S K A - S U S I T N A  B O R O U G H  A S S E M B L Y  

S U P P O R T I N G  T H E  C O N S T R U C T I O N  O F  T H E  K N I K  A R M  B R I D G E . ______________________________________

W H E R E A S ,  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h  a n d  M u n i c i p a l i t y  o f

A n c h o r a g e  h a v e  o v e r  6 0  p e r c e n t  o f  A l a s k a ' s  p o p u l a t i o n ;  a n d

W H E R E A S ,  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h  a n d  M u n i c i p a l i t y  o f

A n c h o r a g e  c o m p r i s e  A l a s k a ' s  l a r g e s t  a n d  s t r o n g e s t  r e g i o n a l

e c o n o m y ;  a n d

W H E R E A S ,  t o  m a i n t a i n  a  s t r o n g ,  g r o w i n g  a n d  s u s t a i n a b l e  

r e g i o n a l  e c o n o m y  t h e r e  i s  a  n e e d  f o r  a d d i t i o n a l  c o m m e r c i a l ,  

i n d u s t r i a l ,  a n d  r e s i d e n t i a l  l a n d s ;  a n d

W H E R E A S ,  t h e  K n i k  A r m  B r i d g e  w i l l  p r o v i d e  a c c e s s  t o  

d e v e l o p a b l e  l a n d s  w i t h i n  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h  f o r  

c o m m e r c i a l ,  i n d u s t r i a l ,  a n d  r e s i d e n t i a l  u s e s ;  a n d

W H E R E A S ,  t h e  K n i k  A r m  B r i d g e  p r o v i d e s  c o n n e c t i v i t y  b e t w e e n  

t h e  r e g i o n ' s  p o r t s ,  r a i l  c o r r i d o r s  a n d  f u t u r e  g r o w t h  p o t e n t i a l ;  

a n d

W H E R E A S ,  t h e  K n i k  A r m  B r i d g e  w i l l  r e d u c e  t r a v e l  t i m e s  a n d  

l o w e r  t r a n s p o r t a t i o n  c o s t s  b e t w e e n  S o u t h - c e n t r a l  A l a s k a  a n d  

I n t e r i o r  A l a s k a ,  a s  w e l l  a s  b e t w e e n  t h e  M a t a n u s k a - S u s i t n a  

B o r o u g h  a n d  A n c h o r a g e ;  a n d
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W H E R E A S ,  t h e  K n i k  A r m  B r i d g e  p r o v i d e  a n  a l t e r n a t i v e  

t r a n s p o r t a t i o n  c o r r i d o r  t o  t h e  G l e n n  H i g h w a y ,  r e d u c i n g  t r a f f i c  

a n d  t h e  n e e d  f o r  c o e t l y  u p g r a d e s  t o  t h e  G l e n n  H i g h w a y ;  a n d

W H E R E A S ,  t h e r e  w i l l  b e  a  n e e d  f o r  r o a d  a n d  o t h e r  

i n f r a s t r u c t u r e  i m p r o v e m e n t s  i n c l u d i n g  K n i k  G o o s e  B a y  R o a d ,  B u r m a  

R o a d ,  a n d  S o u t h  B i g  L a k e  R o a d  o n  t h e  B o r o u g h  e n d  o f  t h e  K n i k  

C r o s s i n g  w h e n  t h e  b r i d g e  i s  b u i l t ;  a n d

N O W ,  T H E R E  F O R K  B E  I T  R E S O L V E D ,  t h a t  t h e  M a t a n u s k a - S u s i t n a  

B o r o u g h  A s s e m b l y  s u p p o r t s  t h e  K n i k  A r m  B r i d g e ;  a n d

B E  I T  F U R T H E R  R E S O L V E D ,  t h a t  t h e  B o r o u g h  A s s e m b l y  s u p p o r t s  

t h e  K n i k  A r m  B r i d g e  c o n d i t i o n e d  u p o n  t h e  r e c e i p t  o f  f e d e r a l  o r  

s t a t e  f u n d s  t o  p r o v i d e  f o r  n e e d e d  p u b l i c  i n f r a s t r u c t u r e  o n  t h e  

M a t a n u s k a - S u s i t n a  B o r o u g h  s i d e  o f  t h e  b r i d g e ;  a n d

B E  I T  F U R T H E R  R E S O L V E D ,  t h a t  t h e  A s s e m b l y  o f  t h e  M a t a n u s k a -  

S u s i t n a  B o r o u g h  r e q u e s t s  t h a t  e x i s t i n g  K n i k  A r m  B r i d g e  a n d  T o l l  

A u t h o r i t y  ( K A B A T A )  p r o j e c t  f u n d s  b e  u s e d  t o  c o m p l e t e  a  c o m m u n i t y  

i m p a c t  a s s e s s m e n t  o f  t h e  B i g  L a k e  c o m m u n i t y  a s  w e l l  a s  i n i t i a t e  

t h e  e n g i n e e r i n g  a n d  d e s i g n  o f  K n i k - G o o s e  B a y  R o a d ,  B u r m a  R o a d ,  

a n d  S o u t h  B i g  L a k e  R o a d ;  a n d

B E  I T  F U R T H E R  R E S O L V E D ,  t h a t  t h e r e  w i l l  b e  a  n e e d  f o r  r o a d  

a n d  o t h e r  i n f r a s t r u c t u r e  i m p r o v e m e n t s  i n c l u d i n g  K n i k  G o o s e  B a y  

R o a d ,  B u r m a  R o a d ,  a n d  S o u t h  B i g  L a k e  R o a d  o n  t h e  M a t a n u s k a -  
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H O U ST O N , A L A SK A  
R E SO L U T IO N  12-14

A  R E SO L U T IO N  O F  T H E  H O U ST O N  C IT Y  CO U N C IL R E C O G N IZ IN G  TH E  
IM PO R T A N C E  O F  T H E  K N IK  A R M  C R O SSIN G  T O  A L A SK A ’S E C O N O M Y  AND  
SU PPO R T IN G  T H E  E STA BLISH M EN T A N D  FU N D IN G  O F  A  P R O JE C T  R E SE R V E  
T O  A D V A N C E  T H E  C O N ST R U C T IO N  A N D  L O W E R  T H E  C O ST  O F  F IN A N C IN G  
FO R  T H E  B R ID G E ..______________________________________________________________________

W h e r e a t ,  t h e  1 . 7 4  m i l e  b r i d g e  s o d  c o n n e c t i n g  1 8  m i l e s  o f  r o a d  w i l l  b r i d g e  t h e  K n i k  A m *

a n d

W h e r e a t ,  t h e  K n i k  A n n  G r o s s i n g  w i l l  c r e a t e  1 , 5 0 0  c o n s t r u c t i o n  j o b s  e v e r y  y e a r  f o r  f o u r  y e a n  o f  

c o n s t r u c t i o n  a n d  t h o u s a n d s  m o r e  a f t e r  b r i d g e  o p e n i n g ,  b e n e f i t i n g  A l a s k a n s  t h r o u g h  g o o d  w a g e s  

a n d  g o o d  w o r k  e x p e r i e n c e ;  a n d

W h e r e a t ,  d i e  b a d g e  w i l l  s u p p o r t  a d d i t i o n a l  a c t i v i t y  a t  P o t t  M a c K m p s ,  t h e  n a t i o n ’s  n o r t h e r n m o s t  

d e e p  w a t e r  p o r t ,  a l l o w i n g  e x p o r t  a n d  i m p o r t  o f  b u l k  c o m m o d i t i e s  s u c h  a s  b a s e  a n d  r a r e  e a r t h  

m i n e r a l  o r e s ,  c o a l ,  • w o o d c h i p s ,  g r a v e l ,  c e m e n t  a n d  s t e e l  p i p e }  a n d

W h e r e a s ,  t h e  b r i d g e  w i l l  a l l o w  a c c e s s  t o  a f i o r J a b h  l a n d  f o r  i n d u s t r i a l ,  c o m m e r c i a l ,  a n d  r e s i d e n t i a l  

d e v e l o p m e n t ;  a n d

W h e r e a s ,  t h e  K n i k  A n n  G r o s s i n g  w i l l  l o w e r  c o s t s  f o r  A l a s k a n  h o u s e h o l d s  b y  l o w e r i n g  d i e  c o s t  o f  

F r e i g h t  t o  d i e  I n t e r i o r  a n d  N o r t h  S l o p e —  o v e r  $ 3 0 0  m i l l i o a  t r u c k  f r e i g h t  s a v i n g s  i n  t h e  f i r s t  1 0  y e a r s

W h e r e a t ,  t h e  b r i d g e  c r e a t e s  t h e  f i r s t  l e g  o f  a  s u r f a c e  K n k  t o  w e s t e r n  C o o k  I n l e t  w h e r e  o v e r  4 7 %  o f  

K e n a i  B o r o u g h  l a n d s  a r t  l o c a t e d ,  l a n d s  w h i c h  a r e  r i c h  i n  n a t u r a l  r e s o u r c e s  s u c h  a s  c o a l ,  

h y d r o e l e c t r i c ,  o 2  a n d  g a s  a n d  g e o t h e r m a l  r e s o u r c e s ;  a n d

W h e r e a s ,  t h e  b r i d g e  w i l l  b e  d e v e l o p e d  u s i n g  a  P u b l i c  P r i v a t e  P a r t n e r s h i p ,  w h i c h  l e v e r a g e s  p r i v a t e  

: q u k y ,  o p t i m i z e s  d i e  K f e  c j d e  c o s t  o f  o w n e r s h i p ,  a n d  p a y s  b a c k  d i e  c o s t  o f  t h e  b r i d g e  o y e r  t i m e  

i h r o u g h  u s e r  f e e s  i n  t h e  f o r m  o f  t o l l s ;  a n d

W h e r e a s ,  t h e  S t a t e  h a s  d e t e r m i n e d  t h a t  u t i l i z i n g  a  p r o j e c t  r e s e r v e  e n s u r e s  t h e  b e s t  v a l u e  t o  t h e  S t a t e  

j y r e d u d n g  t h e  c o s t  o f  f i n a n c i n g ;  a n d

W h e r e a s ,  f u c u r e  t o l l s  a r e  p r o j e c t e d  t o  g e n e r a t e  S I  b i l l i o n  c u m u l a t i v e  s u r p l u s  f o r  t h e  S t a t e  o f  A l a s k a  

n  t h e  3 5  j e a r s  a f t e r  o p e n i n g ,  w h i c h  c a n  b e  s p e n t  o n  t r a n s p o r t a t i o n  i n f r a s t r u c t u r e  t h r o u g h o u t  t h e  

t a t e  o n  h i g h w a y s ,  b r i d g e s  o r f e m e s .

N O W ,  T H E R E F O R E ,  B B  I T  R E S O L V E D  T H A T :  t h e  C i t y  o f  H o u s t o n  C i t y  C o u n c i l  

e c o m m e n d s  t h e  e s t a b l i s h m e n t  a n d  f u n d i n g  o f  a  K n i k  A r m  C r o s s i n g  p r o j e c t  r e s e r v e  i n  o r d e r  f o r  

o n s t n i a i o n  t o  p r o c e e d  r a p i d l y  a n d  f o r  t h e  s t a r e  t o  r e a l i z e  t h e  f u l l  e c o n o m i c  b e n e f i t  o f  t h e  b r i d g e ,  

h r o u g h  c o n s t r u c t i o n  j o b s ,  b e t t e r  a c c e s s  t o  i n d u s t r i a l ,  c o m m e r c i a l  a n d  r e s i d e n t i a l  l a n d ,  i n c r e a s e d
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a c t m t y a t  P o r t M a c K c n z i e ,  a n d  t h e  f i r s t  s t e p  t o w a r d  a c c e s s i n g  t h e  r i c h  n a t u r a l  r e s o u r c e s  m  t h e  

- w e s t e r n  K e n a i  P e n i n s u l a  B o r o u g h  h o d s  a c r o s s  C o o k  I n l e t

B E  XT PTTWTURW ttttg ffl VP|D T H A T ; the C ity ofH m uton C itv  Co»m «l «nthnri«>» 
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A L A S K A  C O N P E R H 4 C E  O F  M A Y O R S

R E S O L U T I O N  # 2 f lU M H

A  R E S O L U T I O N  O F  T H B  A L A S K A  C O N F E R E N C E  O P  M A Y O R 8  U R O I N Q  T H B  

L E G I S L A T U R E  T O  S U P P O R T  T H E  C O N S T R U C T I O N  O P T H E  K N ttC  A R M  B R I D G E

W H E R E A S ,  I h o  K n f l t  A r m  B r i d g e  h a s  s t a t e w i d e  e c o n o m i c  s i g n i f i c a n c e ;  a n d

W H E R E A S ,  t h e  K r t k  A i m  B r i d g e  w 9  p r o v i d e  c o n n e c t i v i t y  b e t w e e n  t h e  r e g i o n 's  p o r t s ,  

r a O  c o r r i d o r s  a n d  i n t e r i o r  n a t u r a l  r e s o u r c e s ,  w h i l e  p r o v k i n g  f o r  f u t u r e  g r o w t h  p o t e n t i a l  

a n d

W H E R E A S ,  t i i e  U n t i e d  S t a t e s  m Q t ia i y  r e c o g n i z e e  t h e  n e o e s a f t y  o f  a n  a t i e m a l e  r o u t e  

b e t w e e n  J o i n t  B a s e  B m e n d o r M V o h a i d s o n  (tJBEPfy, t h e  A n c h o r a g e  B o w l ,  a n d  t h e  

M a t e n u s k a - S u s l t o a  B o r o u g h ;  a n d

W H E R E A S ,  t h e  K n l k  A r m  B r i d g e  w f f l  o p e n  p o t e n t i a l  a e o e s s  t o  o v e r  4 0 %  o f  t h e  K a n a l  

P e n l n a u t a  B o r o u g h ,  w h i c h  l e  a t  d i e  n o r t h w e s t  a i d e  o f  t h e  C o o k  I n l e t ;  a n d

W H E R E A S ,  t h e  K h l k  A r m  B r i d g e  w E  s a v e  n e a r l y  a n  h o u r  t r a v e l  t i m e  b e t w e e n  

A n c h o r a g e  a n d  F a i r b a n k s  a s  a n  a l t e r n a t e  t o  t h e  G l e n n  H i g h w a y ,  s a v t o g  f u e l ,  r e d u c i n g  

e m i s s i o n s ,  a n d  d e l a y i n g  t h e  n e e d  f o r  o o e t i y  h i g h w a y  u p g r a d e s ;  a n d

W H E R E A S ,  t h e  K n t i t  A r m  B r i d g e  w B  p r o v i d e  t r a n s p o r t a t i o n  a n d  n e w  s e r v i c e  v e n u e s  t o r  

A l a s k a 's  f a s t e s t  g r o w i n g  p o p u l a t e d  a r e a .

N O W , T H E R E F O R E  B E  I T  R E S O L V E D  t h a t  t i l e  A l a s k a  C o n f s r s n o e  o f  M a y o r s  u r g e s  

t h e  L e g i s l a t u r e  t o  e n d o r s e  I h e  c o n s t r u c t i o n  o f  t h e  K n &  A r m  B r i d g e .

P A 8 8 E D  A N D  A P P R O V E D  b y  t h e  A l a s k a  C o n f e r e n c e  o f  M a y o r s  o n  t h i s  1 5 *  d a y  o f  

A u g u s t  2 0 1 2 .

M a y o r  D a n  0 1 4 ^  P i a s t d iD a n  O l t a r a ,  P r e s i d e n t ,  A l a s k a  C o n f e r e n c e  o f  M a y o r s

K a tW e  W a s a e r m a n ,  E x e c u t i v e  D i r e c t o r ,  A i a e k a  M u n i c i p a l  L e a g u e
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B I G  L A K E

C H A M B E R  O F  C O M M E R C E
"Alaska's Year-RoundPfaygftmkl"

B i g  L a k e

B i g  L a k e  C h a m b e r  o f  C o m m e r c e  R e s o l u t i o n  2 0 1 3 - 1

A  R E S O L U T I O N  O F  T H E  B I G  L A K E  C H A M B E R  O F  C O M M E R C E  R E C O G N I Z I N G  T H E  

I M P O R T A N C E  O F  T B E  K N I K  A m  C R O S S I N G  T O  A L A S K A ' S  E C O N O M Y  A N D  

S U P P O R T I N G  T H E  E S T A B L I S H M E N T  A N D  F U N D I N G  O F  T B E  P R O J E C T E D  

R E S E R V E  T O  A D V A N C E  T H E  C O N S T R U C T I O N  A N D  L O N E R  T H E  C O S T  O F  

F I N A N C I N G  F O R  T H E  B R I D G E

W h e r e a s ,  t h e  1 . 7 4  m i l e  B r i d g e  i n  c o n n e c t i n g  1 8  m i l e s  o f  r o a d  

w i l l  b r i d g e  t h e  K n i k  A r m ;  a n d

W h e r e a s ,  K n i k  A r m  C r o s s i n g  w i l l  c r e a t e  1 , 5 0 0  c o n s t r u c t i o n  j o b s  

e v e r y  y e a r  f o r  f o u r  y e a r s  o f  c o n s t r u c t i o n  a n d  t h o u s a n d s  m o r e  

a f t e r  b r i d g e  o p e n i n g ,  b e n e f i t i n g  A l a s k a n s  w i t h  g o o d  w a g e s  a n d  

g o o d  w o r k  e x p e r i e n c e ;  a n d

W h e r e a s ,  t h e  b r i d g e  w i l l  s u p p o r t  a d d i t i o n a l  a c t i v i t y  a t  P o r t  

M a c K e n z i e ,  t h e  n a t i o n s  n o r t h e r n m o s t  d e e p w a t e r  p o r t ,  a l l o w i n g  

e x p o r t  a n d  i m p o r t  o f  b u l k  c o m m o d i t i e s  s u c h  a s  b a s e  a n d  r a r e  

e a r t h  m i n e r a l s  o r e s ,  c o a l ,  w o o d c h i p s ,  g r a v e l ,  c e m e n t  a n d  s t e e l  

p i p e ;  a n d

W h e r e a s ,  t h e  b r i d g e  w i l l  a l l o w  a c c e s s  t o  a f f o r d a b l e  l a n d  f o r  

i n d u s t r i a l ,  c o m m e r c i a l ,  a n d  r e s i d e n t i a l  d e v e l o p m e n t ;  a n d

W h e r e a s ,  t h e  K n i k  A r m  C r o s s i n g  w i l l  l o w e r  c o s t s  f o r  A l a s k a n  

h o u s e h o l d s  b y  l o w e r i n g  t h e  c o s t  o f  f r e i g h t  t o  t h e  i n t e r i o r  a n d  

N o r t h  S l o p e —  o v e r  5 3 0 0  m i l l i o n  t r u c k  f r e i g h t  s a v i n g s  i n  t h e  

f i r s t  1 0  y e a r s ;  a n d

W h e r e a s ,  t h e  b r i d g e  c r e a t e s  t h e  f i r s t  l e g  o f  a  s u r f a c e  l i n k  t o  

W e s t e r n  C o o k  I n l e t  w h e r e  o v e r  4 7 ?  o f  t h e  K e n a i  B o r o u g h  l a n d s  a r e  

l o c a t e d ,  l a n d s  w h i c h  a r e  r i c h  i n  n a t u r a l  r e s o u r c e s  s u c h  a s  c o a l ,  

h y d r o e l e c t r i c ,  o i l  a n d  g a s  a n d  g e o t h e r m a l  r e s o u r c e s ;  a n d

W h e r e a s ,  t h e  b r i d g e  w i l l  b e  d e v e l o p e d  u s i n g  a  P u b l i c  P r i v a t e  

P a r t n e r s h i p ,  w h i c h  l e v e r a g e s  p r i v a t e  e q u i t y ,  o p t i m i z e s  t h e  

l i f e c y c l e  c o s t  o f  o w n e r s h i p ,  a n d  p a y s  b a c k  t h e  c o s t  o f  t h e  

b r i d g e  e v e r  t i m e  t h r o u g h  u s e r  f e e s  i n  t h e  f o r m  o f  t o l l s ;  a n d

W h e r e a s ,  t h e  s t a t e  h a s  d e t e r m i n e d  t h a t  u t i l i z i n g  a  p r o j e c t  

r e s e r v e  e n s u r e s  t h e  b e s t  v a l u e  t o  t h e  s t a t e  b y  r e d u c i n g  t h e  c o s t  

o f  f i n a n c i n g ;  a n d
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B I G  L A K E

C H A M B E R  O F  C O M M E R C E
*'Alaska’s Year-Round Playground'

B i g  L a k e

W h e r e a s ,  r u t u r e  t o l l s  a r e  p r o j e c t e d  t o  g e n e r a t e  $ 1  b i l l i o n  

c u m u l a t i v e  s u r p l u s  f o r  t h e  s t a t e  o f  A l a s k a  i n  t h e  3 5  y e a r s  a f t e r  

o p e n i n g ,  w h i c h  c a n  b e  s p e n t  o n  t r a n s p o r t a t i o n  i n f r a s t r u c t u r e  

t h r o u g h o u t  t h e  s t a t e  o n  h i g h w a y s ,  b r i d g e s  o r  f e r r i e s .

N O W ,  T H E R E F O R E ,  B E  I T  R E S O L V E D  T H A T ;  t h e  B i g  L a k e  C h a m b e r  o f  

C o m m e r c e  r e c o m m e n d s  t h e  e s t a b l i s h m e n t  a n d  f u n d i n g  o f  a  K n i k  A r m  

C r o s s i n g  p r o j e c t  r e s e r v e  i n  o r d e r  f o r  c o n s t r u c t i o n  t c  p r o c e e d  

r a p i d l y  a n d  f o r  t h e  s t a t e  t o  r e a l i z e  t h e  f u l l  e c o n o m i c  b e n e f i t  

o f  t h e  b r i d g e ,  t h r o u g h  c o n s t r u c t i o n  j o b s ,  b e t t e r  a c c e s s  t o  

i n d u s t r i a l ,  c o m m e r c i a l  a n d  r e s i d e n t i a l  l a n d ,  i n c r e a s e d  a c t i v i t y  

a t  P o r t  M a c K e n z i e ,  a n d  t h e  f i r s t  s t e p  t o w a r d  a c c e s s i n g  t h e  r i c h  

n a t u r a l  r e s o u r c e s  i n  t h e  w e s t e r n  K e n a i  P e n i n s u l a  B o r o u g h  l a n d s  

a c r o s s  C o o k  I n l e t .

P A S S E D  A N D  A P P R O V E D  b y  a  d u l y  c o n s t i t u t e d  q u o r u m  o f  B o a r d  o f  

D i r e c t o r s  o f  t h e  B i g  L a k e  C h a m b e r  o f  C o m m e r c e  t h i s  2 0 t h  d a y  c f  

M a r c h ,  2 0 1 3 .

I n a  M u e l l e r ,  P r e s i d e n t ,  B i g  L a k e  C h a m b e r  o f  C o m m e r c e

A T T E S T :
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SENATE BILL NO. 13

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-EIGHTH LEGISLATURE - FIRST SESSION

BY SE N A T O R S H U G G IN S, D yson

Introduced: 1/16/13
R eferred: T ransp ortation , F inance

A BILL 

FOR AN ACT ENTITLED  

"An Act relating to bonds o f the K nik Arm Bridge and Toll Authority; relating to 

reserve funds o f the authority; relating to taxes and assessm ents on a person that is a 

party to an agreem ent with the authority; and establishing the Knik Arm Crossing 

fund."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 19.75.211(a) is repealed and reenacted to read:

(a) Notwithstanding any other provision of law, the authority may borrow 

money and issue and refund bonds on which the principal and interest are paid out of 

and secured by

(1) the gross revenue derived by the authority from the ownership, use, 

and operation of its toll facilities, including money derived from the fees, rents, tolls, 

rates, charges, and other revenue of the authority under this chapter;

(2) revenue received by a private person or enterprise that has entered 

into a public-private partnership agreement with the authority; or
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(3) any other revenue or money that the legislature has appropriated 

for that purpose, except a state tax or license.

* Sec. 2. AS 19.75.211(c) is amended to read:

(c) The authority may issue bonds in an aggregate amount not to exceed 

$600,000,000 [$500,000,000], plus the cost of issuance.

* Sec. 3. AS 19.75.211 is amended by adding a new subsection to read:

(e) Before issuing bonds for the Knik Arm bridge under this section, the 

authority shall submit to the state bond committee a description of the bond issue, a 

copy of the resolution of the board of directors of the authority supporting the bond 

issue, a report setting out the sources and amounts of revenue that will be used for 

payment of the principal of and interest on the bonds and the effect the issuance of the 

bonds by the authority would have on the ability of the state or political subdivision of 

the state to market bonds, and a preliminary prospectus, offering circular, or official 

statement relating to the bond issue. Bonds may not be issued unless the state bond 

committee finds, based on the information submitted by the authority under this 

section and other information that is reasonably available to or requested by the 

committee, that either the Knik Arm bridge revenue and other revenue available to the 

authority or the revenue of the private person or enterprise under a public-private 

partnership agreement entered into by the authority under AS 19.75.111(a) can be 

reasonably expected to be adequate for payment of the principal of and interest on the 

bonds to be issued and that issuance of the bonds by the authority would not be 

expected adversely to affect the ability of the state or its political subdivisions to 

market bonds.

* Sec. 4. AS 19.75.221(h) is amended to read:

(h) Notwithstanding any other provision of law, the authority may establish 

other funds and reserves as the board of directors may determine reasonable and 

prudent for the issuance of bonds or for the conduct of the business and affairs of the 

authority. The interest earned on or profit derived from these funds and reserves shall 

be the property of the authority. Deposits made into a reserve fund established 

under this section must include

(1) revenue derived by the authority from  the ownership, use, or
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operation o f  toll facilities, including fees, rents, tolls, rates, charges, or other 

revenue o f the authority;

(2) money that the legislature has appropriated for that purpose;

and

(3) other money that may be made available to the authority from

other sources.

* Sec. 5. AS 19.75.221 is amended by adding new subsections to read:

(i) Money in a reserve fund established under (h) of this section

(1) shall be used only for

(A) the payment of monetary obligations, liabilities, and 

indebtedness of the authority, including termination payment obligations, 

under agreements for the financing, design, construction, maintenance, 

improvement, or operation of facilities, properties, or projects of the authority;

(B) the performance of the authority's statutory functions, 

including the authority's overhead and administrative costs and working 

capital; and

(C) planning, permitting, design, acquisition, construction, 

maintenance, improvement, or operation of transportation-related projects, 

facilities, properties, systems, or equipment of the authority or other public 

entities, including expansions, extensions, and capacity improvements, eligible 

under applicable federal and state law to be funded from toll revenue;

(2) may not be used for the purpose of planning, permitting, design, 

acquisition, construction, maintenance, improvement, or operation of projects, 

facilities, properties, systems, or equipment under (1)(C) of this subsection if the 

withdrawal would reduce the amount in the reserve fund to less than the reserve fund 

requirement.

(j) Income or interest earned by, or increment to, a reserve fund established 

under (h) o f this section, from the investment of all or part of the fund, may be 

transferred by the authority to other funds or accounts of the authority if the transfer 

does not reduce the amount of a reserve fund below the reserve fund requirement.

(k) In computing the amount of a reserve fund established under (h) of this
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section, securities in which all or a portion of the fund is invested shall be valued by a 

reasonable method established by the authority by resolution or established by the 

terms of the agreement for which the fund serves as security. Valuation must include 

the amount of interest earned or accrued as of the date of the valuation.

(/) The chair of the board shall annually, not later than December 1, certify in 

writing to the governor and the legislature the amount, if any, required to restore a 

reserve fund established under (h) of this section to the reserve fund requirement. The 

legislature may appropriate to the authority the amount certified by the chair of the 

board that is needed to restore a reserve fund to the reserve fund requirement.

(m) In this section, "reserve fund requirement" means the amount required to 

be on deposit in a reserve fund established under (h) of this section as of the date of 

computation, as determined by resolution of the authority or by the terms of the 

agreement for which the fund serves as security.

* Sec. 6. AS 19.75.261 is amended to read:

Sec. 19.75.261. Exemption from taxation. The real and personal property of 

the authority and its assets, income, and receipts are declared to be the property of a 

political subdivision of the state and are exempt from all taxes and special assessments 

of the state or a political subdivision of the state. Notwithstanding any law to the 

contrary, rights and interests in real and personal property, assets, income, and 

receipts, including concession, franchise. leasehold, or other real or personal 

property rights and interests, held by a private person or enterprise under a 

public-private partnership agreem ent entered into under this chapter, except any 

rights and interests o f the private person in property serving a business, 

comm ercial, or other purpose not necessary to operate the facilities, properties, 

or projects o f the authority, shall be exempt from all ad valorem taxes on real or 

personal property and special property tax assessments of the state or a political 

subdivision of the state. All bonds of the authority are declared to be issued by a 

political subdivision of the state and for an essential public and governmental purpose. 

The bonds, the interest on the bonds, the income from the bonds and the transfer of the 

bonds, and all assets, income, and receipts pledged to pay or secure the payment of the 

bonds or interest on the bonds are, at all times, exempt from taxation by or under the
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authority of the state, except for inheritance and estate taxes and taxes on transfers by 

or in contemplation of death. Nothing in this section affects or limits an exemption 

from license fees, property taxes, or excise, income, or other taxes provided under any 

other law [, NOR DOES IT CREATE A TAX EXEMPTION WITH RESPECT TO 

THE INTEREST OF ANY BUSINESS ENTERPRISE OR OTHER PERSON, 

OTHER THAN THE AUTHORITY, IN ANY PROPERTY, ASSETS, INCOME, 

RECEIPTS, PROJECT, OR LEASE, REGARDLESS OF WHETHER FINANCED 

UNDER THIS CHAPTER],

* Sec. 7. AS 19.75 is amended by adding a new section to article 2 to read:

Sec. 19.75.345. Knik Arm  Crossing fund, (a) The Knik Arm Crossing fund is 

established as a separate fund in the general fund. The fund consists of

(1) money appropriated to the fund by the legislature;

(2) gifts, bequests, contributions from other sources, and federal 

money appropriated to the fund;

(3) interest earned on the fund balance and appropriated to the fund;

and

(4) investments, to be managed by the Department of Revenue, which 

shall be the fiduciary of the fund under AS 37.10.071.

(b) The fund is not a dedicated fund.

(c) Money in the fund may be transferred by the Department of Revenue to the 

authority for the purposes listed in this section.

(d) On a date determined by the authority, but not before the board of directors 

of the authority executes a public-private partnership agreement under 

AS 19.75.111(a)(5)(B) for design, construction, and maintenance of the Knik Arm 

Crossing, the Department of Revenue shall transfer money from the fund to the 

authority in an amount necessary to meet the reserve fund requirement. The authority 

shall deposit the money into the reserve fund established in AS 19.75.221(h).
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