HOUSE FI NANCE COWM TTEE
February 05, 2003
1:29 P. M

TAPE HFC 03 - 12, Side A
TAPE HFC 03 - 12, Side B
TAPE HFC 03 - 13, Side A

CALL TO ORDER

Co-Chair Harris called the House Finance Conmttee neeting
to order at 1:29 P.M

VEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative Kevin Meyer, Vice-Chair
Representative Ri chard Foster
Representati ve M ke Hawker
Representative Carl Mses
Representative Gary Stevens
Representative Bill Stoltze
Representative Ji m Wit aker

VEMBERS ABSENT

Representative Eric Croft
Represent ati ve Reggi e Joul e

ALSO PRESENT

D ane Barrans, Executive Director, Postsecondary Education
Comm ssion, Departnment of Education; Sheila King, Finance
Oficer, Alaska Postsecondary Education, Departnment of
Education; Kevin Duffy, Acting Comm ssioner, Departnent of
Fish and Gane; Kevin Brooks, Director, D vision of
Adm ni strative Services, Departnent of Fish and Gane; Gordy
Wl lians, Legislative Liaison, Departnent of Fish and Gane;
M chael Bart on, Acti ng Comm ssi oner, Depart ment of
Transportation & Public Facilities; M chael Downing, Acting
Deputy Comm ssioner, Departnent of Transportation & Public
Facilities; Dennis Poshard, Legislative Liaison, Departnent
of Transportation and Public Facilities; Nancy Slagle,
Director, Division of Adm nistrative Services, Departnent of
Transportation and Public Facilities; Frank R chards,
St at ewi de Mai nt enance & Oper ati ons, Depar t ment of
Transportation & Public Facilities; Captain CGeorge Capacci,
General Manager, Marine H ghway System  Departnent of
Transportation & Public Facilities.

PRESENT VI A TELECONFERENCE
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Suzanne Tryck,
of Washi ngt on School

Director,

GENERAL SUBJECT(S) :

The follow ng overview was taken in |log note format.
handout s
Comm ttee through the 23rd Legislative Session,
2156.

and

Al aska Regi ona
of Medi ci ne,

Affairs,
WAM Program

University

AGENCY OVERVI EV\5
ALASKA POSTSECONDARY EDUCATI ON COWM SSI ON
DEPARTMENT FI SH & GAME
DEPARTMENT TRANSPORATI ON & PUBLI C FACI LI TI ES

will be

After the

23rd Legislative

Tapes

file wth the House Finance
contact 465-

Session they wll be

avai l abl e through the Legislative Library at 465-3808.

LOG | SPEAKER DI SCUSSI ON
TAPE HFC 03 - 12
SIDE A
000 |Co-Chair Harris Convened t he House Finance Committee
neeting at 1:40 PPM A roll call was
t aken.
ALASKA COVM SSI ON ON POSTSECONDARY
EDUCATI ON
133 | DI ANE BARRANS, Provided the Commttee with a handout.
EXECUTI VE DI RECTOR, (Copy on File). She explained that the
POSTSECONDARY m ssion of the Comm ssion and the Al aska
EDUCATI ON St udent Loan Corporation, its financial
COWM SSI ON, partner, was to serve Al aska by
DEPARTMENT OF supporting the devel opnent of
EDUCATI ON economcally viable, lifelong | earners
and citizens by providing educati onal
financi al assistance to postsecondary
students and authorizing the operations
of postsecondary institutions in Al aska.
318 | Ms. Barrans Li sted the ways in which those concerns

are addressed:

* providing education financial aid

« devel oping and delivering financi al
aid planning tools to students and
supporters

 devel oping and i npl enenti ng
strategies to increase access and
participation rates of Al askans in
post secondary educati on

e supporting and pronoting Al aska
post secondary education institutions

e providing for quality standards for
t he education and training

» responding to energing needs for
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admi ni stering education financi al
assi stance and access prograns and
servi ces.

406 | Ms. Barrans Added that the Conm ssion offers
educati on access assi stance by:
« originating and servicing
Al askAdvant age | oans, incl uding
federal Title IV | oans, Al aska
Suppl enent al Educati on | oans,
Teacher Education | oans, and Fam |y
Educati on | oans
e originating and servicing Menori al
Educati on | oans
« disbursing state and federal grants to
| ow-i ncome students
e« coordinating the WCHE Student
Exchange and WAMM graduate nedi ca
educati on prograns
547 | Ms. Barrans Conti nued that the Comm ssion protects
t he educati on consuner by:
* nonitoring school advertising and
contracts wth students
e responding to public conplaints
e assuring refunds and student teach-
outs when school s cl ose
e gathering information on aid for
Al askans and dissemnating it so that
qual i fied residents are aware of
financial resources avail able for
post secondary st udy
745 | Ms. Barrans Li sted the organi zational structure of

the Comm ssion is a 14-nmenber body in
accordance with AS 14.42.0 15. The
Executive Director reports to the

Comm ssion. The Conmi ssion staff, totals
104 positions, which are organized in
five divisions, managed and supported by
a seven-nenber professional team the

I nformation Services Director, Finance
Oficer, Internal Auditor, Director of
Operations and Qutreach, Conpliance
Services Director, and Personnel Oficer,
each reporting directly to the Executive
Director.

The Conm ssion operations center is

| ocated in Juneau and its narketing,
outreach, institutional conpliance
services, and information technol ogy unit
is located in Anchorage.
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847

Ms. Barrans

Stated that the Al aska Student Loan

Cor poration has statutory

responsibilities and duti es:

* Borrow noney to carry out the
Corporation’s purpose as the financing
source for the Al askAdvant age Prograns
and i ssue obligations as evidence of
borrowi ng.

e Invest noney held by the Corporation.

* Enter into agreenents with the ACPE to
adm ni ster the education | oan fund.

920

Ms. Barrans

Reiterated the highlights of the
or gani zati onal structure.

935

Ms. Barrans

Spoke to the Al askAdvantage Loan Program
She expl ained that after a period of
several years fromthe |ate 1980's

t hrough the m d- 1990, during which the

ASLC experienced significant inprovenents

to the | oan program and the servicing of

the portfolio have resulted in a positive
financial inpact for the Corporation.

Since 1995, when the first of many

program changes were made by the

Legi sl ature, the Corporation has

continued to progress toward creating a

strong financial foundation for the | oan

program

e The prograns cohort default rate has
dropped from17.0%in 1996 to 4.6% in
2001.

* Program expenses including | oan | osses
have declined by $8.2 nillion from
FY1995 to FY2002.

e The cumul ative fund deficit, which

peaked at $50 million in FY1997, has been

elimnated in FY2002.

1051

Ms. Barrans

Ref erenced Page 4 of the handout. She
spoke to the Corporation s key
oper ati onal objectives, which are
prioritized to allow the Corporation to
increase its financial strength and
effectiveness to fulfill the m ssion
effectively:
* Insure the ongoing fiscal stability
and credit standing of the
Cor por ati on
e Continue to offer lowinterest rates
to insure affordable education to
new cust oners
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Continue to identify ways to
translate financial stability into
cost savings for existing customers
Provi de an annual paynent to the
State as a return of its initial
capital contribution of $306 million

The Corporation continues to inplenent
changes that will maintain and further

i nprove the health of the | oan fund,
while at the sane tine insure that access
to education funding renmains as broad as
possi bl e.

1157

Ms. Barrans Ref erenced the Student Loan Qperati ons.

The goal s of that conponent are:

to service the outstanding | oan
portfolio, maxim zing repaynent to
the student | oan fund and protecting
the financial integrity of ASLC

to identify and inplenment program
ef ficiencies through inproved
managenent, processes, and

technol ogy to insure the self
sustainability and marketability of
t he Al askAdvant age Prograns t hrough
the 21st century;

to provide | ow cost financing for
t he | oan prograns

to di sburse | owcost |oans to

el igible Al askans enabling themto
pur sue postsecondary education and
trai ning; and

to serve and val ue our custoners,

i ncl udi ng students, parents,

pol i cymakers, bondhol ders,

prof essi onal col | eagues, and co-
wor kers.

1328

Ms. Barrans W t hi

n that Division are the:

I nf or mati on Support Services
Fi nance

St udent Financial Ad

Loan Servi cing

Cust oner Service

1420

Ms. Barrans o

Adm ni strative Services
Col | ecti ons, and
Qut reach

1511

Ms. Barrans Hi ghl
Thi s

Conpl

i ghted the program adm ni stration.
conponent contains the Executive

Ofice, the Personnel Ofice, and the

i ance Services section. The goal s
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of the conponent are:

e to adm nister and provide policy
direction for progranms adm nistered
by ACPE and funded by ASLC,

i dentifying and achi evi ng
efficiencies through inproved
managenment, processes and

t echnol ogy;

e to insure postsecondary prograns and
institutions operating in the state,
with the exception of the University
of Al aska system conply with AS
14. 48 and 20 AAC 17, which rel ates
to regulation of institutions;

* to enphasize quality in education
and training prograns to insure
val ue for Alaskans in their pursuit
of lifelong | earning; and

e to provide Alaskans with information
about the educational opportunities
avai l abl e in Al aska and the
financial aid prograns available to
assi st in accessing those
opportunities.

1541

Ms. Barrans

Ref erenced Page 8, the Western Interstate
Comm ssi on on Hi gher Education (W CHE)
St udent Exchange Program The goal of the
conponent is to provide undergraduate and
graduat e educational access and
information to Al aska students studying
or wishing to study in fields for which
there are no prograns operating in Al aska
or which are there are no prograns
operating in Al aska or which are offered
to residents of menber states in order to
maxi m ze the benefits of regional
educati onal resources.
The conponent adm nisters vari ous W CHE
progranms in Al aska:
» The Western Under graduate Exchange
(WUE) ;
* The Professional Student Exchange
Program ( PSEP) ; and
e The Western Regi onal G aduate
Program (\WRGP) .

1750

Representati ve
Stoltze

Asked if the State was subsidi zing the
training of |awers.

1809

Ms. Barrans

Advi sed that at one tine, the
pr of essi onal student exchange program di d
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Fi nance Commi tt ee

6 02/05/03 1:29 PM




support the study of |aw, however, that
did end in 1988.

1820

Bar r ans

Expl ained that the structure in which

Al aska participates in that programis
basically a | oan program Students that
participate in that program incur as a
| oan debt, the value of the support fee
paid on their behalf.

1845

Bar r ans

Total |oan volune for FY02-FYO3 is just
over $125 thousand doll ars.

1941

Bar r ans

Not ed that Suzanne Tryck, Director,
Al aska Regional Affairs, University of
Washi ngt on School of Medicine, W\WAM
Program was on |line and avail able for
guestions regardi ng the WAMM program

2021

Bar r ans

Descri bed the Washi ngton, Wom ng,

Al aska, Montana and | daho (VW\AM )

program The program provi des guarant eed
access to a nedical school for residents
of Al aska. The University of Washi ngton
School of Medicine (UMM, which focuses
on producing famly practice doctors,
acts as the regional nedical school for
Washi ngt on, Wom ng, Al aska, Montana and
| daho by reserving a predeterm ned nunber
of class places each year. After

adm ssion, Al aska students attend the
University of Al aska, Anchorage, for the
first year of medical school. Students
attend the second through fourth years in
Seattle, with the option of clinical
clerkships during this tinme at clinics in
towns in the WMM st ates.

WAM fundi ng supports the Al aska
clinical sites, as Alaska is a
participant in the WAMM program Al aska
currently contracts with the UWM and
pays for thirty places, ten in each of
the 2nd, 3rd, and 4th years of study.

Ef fective with the 1999-2000 school vyear,
as a condition of receiving WWAWM

support, Al aska students nust agree to
practice nmedicine in Al aska for five
years or, alternatively, to repay a
portion of WMMM program costs paid by
the State of Al aska. The | oan conponent
consists of the annual difference between
resident and non-resident tuition at the
UWSM for the program period, plus
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interest. For participants entering the
programin 2002, the interest rate is
3.25% For the 2002-2003 school year,
the Board of Regents of the University of
Washi ngt on set the nonresident tuition
differential at $16, 126. 00.

2221 | Ms. Barrans

e Adm nistered WMM contract between
the Al aska Postsecondary Educati on
Comm ssion, the University of
Al aska, and UWSM

e Continue to enter into participation
contracts and service the existing
ones. Program participants nust
practice in Al aska for five years
foll ow ng program conpletion. If
non-conpliant, they will be required
to repay the tuition differenti al
paid on their behalf, plus interest.

* Provide informati on on WMM to al
Al askan hi gh school s.

2340 | Vice-Chair Meyer

Asked how the interest rates on the
student | oans were determ ned.

2354 | Ms. Barrans

Responded that they are set on a formula
that the federal governnent uses. It is
reset once a year based on an average of
a resale rate for the index.

2427 | SH ELA KI NG FI NANCE
OFFI CER, ALASKA
POSTSECONDARY
EDUCATI ON,
DEPARTMENT OF
EDUCATI ON

Expl ained that the | oan rate was set
based on the 91 day ‘veto’ based on the
| ast option in May every year.

2501 | Vice-Chair Meyer

Not ed that one of his constituents wants
to know why he cannot refinance his
student | oan.

2524 | Ms. Barrans

Responded that in April of this year, the
Al aska Postsecondary indents to offer a
consol idated | oan of fering.

The | oans that the Conm ssion issued
prior to 2002, were fixed rate | oans and
wer e established based on the cost of
financing for the funds that funded that

| oan. The other issue is that there was
zero interest charged while the borrower
was in school, which needs to be factored
in. The rates that are issued today, the
interest are reset each year. Interest
begins to accrue the day that the loan is
di sbursed. She summari zed that the
situation is ‘not black and white’.

Effort needs to be made to mtigate the
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costs.

2749

Vi ce-Chair Meyer

Inquired if all students going to all out
of State schools pay the sanme interest
rate.

2817

Ms. Barrans

Stated that the agency does not
differentiate.

2831

Vi ce-Chair Meyer

Asked if all Al askans qualify for the
| oan if they request it.

2845

Ms. Barrans

Acknow edged that there is certain
eligibility criterion that needs to be
met for both the federal and state | oan.

* No child support past obligations

* No default on any previous |oans
with the state of Al aska

e If they are subject to selective
service requirenents, there needs to
be evi dence that those requirenents
have been sati sfied.

A federal loan is an entitlenent. For
the Al aska Suppl enental |oan, there is a
credit review and that noney is not
guar ant eed.

2932

Ms. Barrans

Poi nted out that the decline rate was
| ess than 7%

2957

Vi ce- Chair Meyer

Asked about the WAM program and if
there was a requirenent for how | ong the
student would have to live in the State
of Al aska.

3023

Ms. Barrans

Responded that there is an obligation
that they return and work up to 4 years
or they are obligated to repay as a | oan
that portion that the State paid. She
added that there is a difference between
resident and non-resident. Currently,
the anobunt that would be is in excess of
$65 t housand dol | ars.

3058

Representati ve
Hawker

Ref erenced Page 6 ampount coll ected
dol I ars on delinquencies. He asked why
t hose nunbers had dropped.

3137

Ms. Barrans

Replied that the default rate had dropped
substantially. Al so, the dividend has
dropped which was a single source of
capturing the coll ectabl e debt.

3218

Representati ve
Hawker

Stated that the decline seened unusual.
He questioned if the State had reached a
point of collective-ability of the |oans.

3249

Ms. Barrans

Replied that the nunber of borrowers has
i ncreased. In 1996, tracking began and
it was noted that there was a higher
default rate of borrowers within the
State- 40% hi gher. That anount dropped
too less than a 5% differential in the
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2001 nunber.

3347

Co-Chair WIIlianms

Ref erenced t he nunber previous nentioned
that 1 in 4 students do not go on to be
col | ege education. He asked the national
nor m

3420

Ms. Barrans

Suggested that statistic indicates that
at the point of going on to college, on 1
in 4 choose that route. On the average,
ot her states see about 40-50% of their
graduati ng students go on to college. By
del ayi ng the benefits, the student m sses
out. She noted that the agency is
attenpting to educated students regarding
the benefits of a college education. She
noted that they were trying to start
educating people on howto create the
col | ege expectation. It is inmportant to
identify the progranms and what is
effective to getting kids excited about
post secondary educati on.

3620

Ms. Barrans

Added that in 2001, there was a
clarification of the Comm ssion’s
m SsSi on.

3640

Representati ve
St evens

Poi nted out that he had received Al aska's
student | oan. He asked about the age
group of the borrowers.

3726

Ms. Barrans

Replied that the agency is avail able for
I ending at any point inlife to help the
student no nmatter what their age.

3828

Representati ve
St evens

Asked the nunmber of current students with
out st andi ng | oans; he asked the total
nunber of | oans made throughout the

hi story of the program

3847

Ms. Barrans

Responded that the agency makes about
10,000 | oans a year; at this point, there
are approximately 75,000 borrowers. She
did not know the total nunber of Al askans
served. The total anount |oaned to

Al askans is in excess of $1.3 billion
doll ars since inception.

3942

Representati ve
St evens

Ref erenced Page 4 and asked the initial
anmount .

3950

Ms. Barrans

Replied that $306 mlIlion was the total
assets that was conveyed to the
Cor por at i on.

4052

Ms. Barrans

Concl uded her presentation.

TAPE HFC 03 - 12, Side B

DEPARTMENT OF FI SH AND GAME

4703

KEVI N DUFFY, ACTI NG
COW SSI ONER
DEPARTMENT OF FI SH
AND GAME

Di scussed the Departnent's prograns and
m ssions. The mssion is to protect,

mai ntain and i nprove the fish, gane and
aquatic plant resources of the State and
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to manage their use and devel opment with
t he best econony and well being of the
people in the State, consistent with the
sust ai nabl e yield principles.

4524

Act i ng- Comm ssi oner
Duf fy

Revi ewed t he Departnent of Fish and
Gane's staff.

4409

Act i ng- Comm ssi oner
Duf fy

Stated that the Departnment has a $135
mllion dollar budget from about 10
separate funding sources. The mgjority
of the funding cones fromthree nain
sour ces:

e $48 million federal funds

e $30 million general funds

e $25 million fromfish and gane
recei pts.

4316

Act i ng- Comm ssi oner
Duf fy

He noted that the majority of the general
fund dollars, 80% goes into the D vision
of Commercial Fisheries. The Division of
Sport Fish and WIldlife Conservation are
fully funded by non-general fund sources.

4219

Act i ng- Comm ssi oner
Duf fy

Sustainability is the nmanagenent
phi | osophy of the Departnent with the
priority being subsistence use &
recreational hunting and fi shing.

4111

Act i ng- Comm ssi oner
Duf fy

Statewi de there are approximately 1,800
aut hori zed positions, half of which are
part-tinme seasonal. The workl oad doubl es
in the sumer. He added that there are 40
| ocati ons throughout the State that the
Depart nent has a presence.

4036

Act i ng- Comm ssi oner
Duf fy

Di scussed i ssues that would cone before
the Legislature this session, especially
fromthe Joint Sal non Task Force.

3931

Representati ve
Stoltze

Questioned if the Legislature should
renane the Division of Wldlife
Conservation to the Division of Gane.
Comm ssi oner Duffy recomrended waiting
until the Governor’s proposed FY04 budget
cones before the Legisl ature.

3843

Act i ng- Comm ssi oner
Duf fy

In response to a question by
Representative Stevens, M. Duffy

di scussed the nanagenent structure. He
observed that a deputy conm ssioner would
not be appointed to the Division of Fish
and Gane until the Comm ssioner is

appoi nted. He observed that his intent,
if he was appoi nted Comm ssioner, that he
woul d remain on the North Pacific G ound
Fi sh Council to ensure that the best
interest of Al aska benefits to the

maxi mum af f ect .

3612

Act i ng- Conm ssi oner

Further discussed the North Pacific
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Duf fy

G ound Fish Council and its affect on the
Bering Sea crab fisheries. He observed
that rationalization of the gulf
fisheries is an inportant issue. He added
that the Gulf fisheries are fairly
conplex and this issue is extrenely
inmportant to the residents of Kodiak and
ot her coastal communities. The voting
structure consists of 11 nenbers, of
which, 6 are from Al aska. M. Duffy
acknow edged that internal coordination
was very inportant.

3330 | Representative Requested a description of the test
St evens fisheries.
3255 | Act i ng- Conm ssi oner Revi ewed the Test Fisheries program He
Duf fy noted that receipts were used to assess
stocks. Procedures have been designed to
assure that test fisheries are not used
to run the Departnent. The test fish
conponent receives a |large portion of the
operating budget for the Departnent.

3202 | KEVI N BROOKS, Expanded. He noted that the test fish

DI RECTOR, DI VI SI ON has evol ved in the budget. He explained

OF ADM NI STRATI VE that there is about $4 million in receipt

SERVI CES, DEPARTMENT | aut hority, however the Departnent has

OF FI SH AND GAME never collected the full anount. Test
fisheries has involved into a funding
mechani sm for the managenent program The
programrealizes in excess of $2 million
dollars a year or 10 percent of the
Di vi sion of Conmmercial Fisheries
receipts.

3009 | Representative Questioned the Departnent's position on

Stoltze the Tony Knowl es Coastal Trail in
Anchor age.
2933 | Acti ng- Comm ssi oner Did not know the current Adm nistration's
Duffy position. The previous Adm nistration
favored the orange route, which had sone
presence on the refuge.

2821 | Co-Chair Harris Asked that the Comm ssioner provide a map
of the area indicating the potenti al
routes and a statenent on the previous
and current Administration's position.

2756 | Co-Chair Harris Questioned if the Departnment was taking a
di fferent phil osophy on gane nanagenent.

2653 | Acti ng- Comm ssi oner Poi nted out that the Gane Board has a

Duf fy range of tools by which the wildlife
popul ation is managed. He admtted that
it is too early in the Admnistration to
identify those positions.

2613 [Co-Chair Harris Referred to subsistence and observed that

the Governor has nmade a conmmitnent to
address that issue.
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2545 | Acti ng- Commi ssi oner Stressed that subsistence would be a high
Duf fy priority, but observed that the issue
remains to be addressed. He commented
that he anticipated it would be
nul tifaceted.
2500 DEPARTMENT OF TRANSPORTATI ON AND PUBLI C
FACI LI TI ES
2450 | M KE BARTON, ACTING |Introduced his staff and distributed a
COWM SSI ONER, handout. (Copy on File).
DEPARTMENT OF
TRANSPORTATI ON &
PUBLI C FACI LI TI ES
2309 | Acti ng- Comm ssi oner Provi ded an overview of the handout. He
Bart on noted the regional boundaries serviced by
t he Departnent:
* Northern Region
e Central Region
» Sout heast Regi on
2223 | Acti ng- Comm ssi oner Poi nted out that there are 84 nmi ntenance
Bart on stations statew de.
2152 | Acti ng- Comm ssi oner Spoke to the:
Bar t on « National highway system
e Al aska hi ghway system
» The Al aska hi ghway system the 261
St at e- owned ai rports;
* The 73 State-owned harbors, of
whi ch, 51 are operated by agreenent
wi th | ocal governnents;
e 33 ports-of-call consisting of 3,500
nautical mles
2051 | Acti ng- Comm ssi oner Ref erenced the organi zational chart of
Bart on t he Departnent and the conponents of
responsibility of each division.
1934 | Acti ng- Comm ssi oner Poi nted out the historical construction
Bart on expenditures from 1997 t hrough 2004. The
trend is upward. There are also two bond
pr ogr ans.
1910 | Acti ng- Comm ssi oner He noted that the operating budget shows
Bart on the opposite trend, trailing downward.
The operating budget buying power has
al so reduced in the past few years.
1841 | Acti ng- Comm ssi oner Not ed that the operating budget by

Bart on

fundi ng source:
e AK marine Hw Fund $86.1

« State Designated programreceipts -
$1.1

e Receipts Services - $7.2

e Federal Receipts - $2.8

e Ceneral Funds - $94.3

e (Ceneral Program Receipts - $.1
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e |I/A Receipts - $4.6

e Hwy Working Capital Fund - $23.7

* International Airport Revenue Fund -
$47. 3

e QOl/Hazard Fund - $.7

e Capital Inprovenent Program Receipts
- $83.4
He noted that it totaled to a little over
$350 million dollars.

1820

Act i ng- Comm ssi oner
Bar t on

Poi nted out the general fund and receipt-
supported services by function. The

mai nt enance and operations portion of the
budget anounts to approxi mately $86, 729
mllion dollars. Those funds are used to
nai ntai n roads and airports.

1727

Act i ng- Comm ssi oner
Bar t on

Li sted the regional naintenance funding
and the totals related to each region:

e Southeast - $8,953 mllion dollars
e Northern - $37,166 mllion dollars
e Central - $29,630 nmillion dollars

1638

Act i ng- Comm ssi oner
Bart on

Hi ghl i ghted t he mai nt enance concerns:

e FYO3 Operations Budget Cut

* Highways, Aviation & Facility

| npact s

He expl ai ned that the maintenance station
cl osures, the maintenance reductions, and
the federal funding agencies.
Act i ng- Comm ssi oner Barton conti nued,
listing the Q&M FY03 Suppl enent al
request, which would restore operations
for the remai nder of the year and open
mai nt enance stations in Ninilchik, Birch
| ake, and Chitina. It would also restore
mai nt enance at airports in Skwentna and
Cl ear and woul d restore mai ntenance at
St ate bui | di ngs.

1512

Co-Chair Harris

Questioned that in the request for
suppl enental fundi ng, had Birch Lake been
r eopened.

1451

Act i ng- Comm ssi oner
Bart on

Stated that it was.

1427

Act i ng- Comm ssi oner
Bart on

Ref erenced the disaster slide indicating
di sasters which occurred in the Fal
2002:

e (October Flood — Kenai Peninsul a
* Novenber earthquake — Denal
* Novenber flood — Kena

e Federal Disaster Fundi ng Agencies —
FEMA & FHWA

1337

Act i ng- Conm ssi oner

Ref erenced the Kenai Fl oods inpacts,
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Bart on

noting that some would require a general
fund match. He noted that it was
unfortunate that the Departnent was not
able to quickly get the permts that they
needed to address the inpacts.

Co-Chair Harris

Asked about which division had affected
the permtting del ay.

1218

Act i ng- Comm ssi oner
Bar t on

Replied that it was the Habitat Division.
He noted that the Departnent was stil
i dentifying probl ens.

1131

Act i ng- Comm ssi oner
Bar t on

Di scussed airports, noting the inpact
fromthe earthquake. Alaska is the

| argest airport operator in the United
St at es.

1104

Representati ve
Stoltze

Asked which State airports were net
revenue producers.

1049

Act i ng- Comm ssi oner
Bart on

Replied that Anchorage and Bi rchwood were
the only revenue generating airports in
Al aska.

1028

Act i ng- Comm ssi oner
Bart on

Added that even though the other airports
do not make noney, they provide an
essential service within the State.

1006

Act i ng- Comm ssi oner
Bart on

Spoke to the Al aska International Airport
System (Al AS).
* Includes Anchorage 7 Fairbanks
international airports

* Enterprise fund covers operating
costs and capital costs not paid for
by federal funds

« Total annual operating budget is
approximately $68 mllion dollars

* FAA capital funds and passenger
facility charges total over $23
mllion annually.

He added that the Anchorage airport helps
the revenue situation of the Fairbanks
one. Anchorage is the #1 cargo airport
in the United States and is the economc
engine for all of Al aska.

841

Act i ng- Comm ssi oner
Bar t on

Hi ghlighted the Ted Stevens Anchorage
International Airport. He pointed out
that it is:

» Busiest floatplane base in the world

* Has the largest econom c inpact in
the State of Al aska

e Serves 5 mllion passengers per year

e 58 airlines currently operating at
t hat airport

822

Act i ng- Comm ssi oner
Bar t on

The Fai rbanks International Airport is
e The #13 cargo airport in the country
» Large floatplane base, which has
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been recently expanded
e Large econom c i npact
e Serves 800, 000 passengers per year

e 15 airlines currently operating at
that airport.

717

Act i ng- Comm ssi oner
Bar t on

Qutlined the design and engi neering
services. That Division consists of
bri dge design, statew de material s,

and harbors, design and construction
standards and research and technol ogy
transfer.

ports

628

Act i ng- Comm ssi oner
Bart on

The actual construction programis the
responsi bility of various regions.

524

Act i ng- Comm ssi oner
Bar t on

Al aska Marine H ghway System (AVHS)

e AMHS celebrated its 40th anniversary
on January 23"

« 3,500 total nautical mles of
coastline served by AVHS from
Bel I i ngham t o Unal aska

e CY2001 statistics - 318,891
passengers and 93, 946 vehicl es which
equates to 60,902, 285 passenger
mles and 18, 479,996 vehicle mles

* Al aska Marine H ghway vessels
travel ed 475,650 nautical mles in
2000

e Designated a national
in 2002

e Fuel costs average 11% of AMHS
annual operating budget

e Labor costs average 68% of the AVHS
annual operating budget

Sceni ¢ Byway

120

Co-Chair Harris

Questioned if the replaced 40+ ferryboats
woul d be replaced with nore fast ferries.

109

Act i ng- Comm ssi oner
Bart on

Advi sed that the Departnent currently has
options on 2 nore fast ferries. The
Department has not decided if they wll

t ake advantage of those options.

52

CAPTAI N GEORGE
CAPACCI , GENERAL
MANAGER, MARI NE
H GHWAY SYSTEM
DEPARTMENT OF
TRANSPORTATI ON &
PUBLI C FACI LI TI ES

Noted that the strategic plan calls for a
future fleet mx, with sonme conventiona
vessels with a systemof fast ferries and
catamarans and future passenger only
ferries to interconnect. The plan wll
be a m x of both. The current plan for
the year 2020 consists of five mainline
vessel s, conventional vassals and a fleet
of five to six catamaran vessels.

TAPE HFC 03 - 13, Side A

019

Co-Chair Harris

Asked how nuch antici pated federa
funding would there be for the marine
hi ghway. Captain Capacci replied that
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the vast majority of the funds would be
acqui sition costs, federal funding.

108 | Acti ng- Comm ssi oner D scussed the ports and harbors.
Bar t on e The Departnent is responsible for 73
publ i ¢ harbors

» 51 facilities operated by | ocal
gover nnent s

e Capital Programis largely Corps of
Engi neers Program except bond funds
and State match

e 39 active capital projects for $53.2
mllion in authorizations

e HB 525 authorized $31.8 mllion
dol l ars for upgradi ng and
transferring 27 facilities in 10
communi ties

256 | Acti ng- Comm ssi oner Revi ewed neasurenent standards and
Bar t on conmmer ci al vehi cl e enforcenment (MSCVE)

» MSCVE enforces all federal and State
comercial vehicle laws to ensure
saf e hi ghways

« MSBCVE certifies the accuracy of all
wei ghi ng and neasuring devi ces used
in committee

e MSBCVE issues permits for overwei ght
vehi cl es

e« MSCVE is inplenmenting a new one-stop
web- based permt system

457 | Co-Chair Harris Referred to the gravel to asphalt program
and asked if that was a programthat the
Conm ssi oner intended to keep.
513 | Acti ng- Conm ssi oner Replied that the programwould be
Bart on continuing. He expressed his support.
528 | Representative Asked if the neasurenent programwas a
St evens sel f - supported program
544 | Acti ng- Comm ssi oner Responded that programis largely receipt
Bart on supported. They also certify scales that
are for State construction projects.
556 | Representative Referred to the international Airport
Hawker Fund. He noted the $81.8 nillion
unrestricted cash assets in that fund.
He asked if that noney was in excess of
the needs of the International Airport
fund.
627 | Acti ng- Comm ssi oner Expl ai ned that those funds cane through
Bart on the carriers. It is not |eftover general
fund doll ars.
712 | NANCY SLAGLE, Agreed that the funds canme fromthe

DI RECTOR, DI VI SI ON
OF ADM NI STRATI VE
SERVI CES, DEPARTMENT

providers. Al of it has been identified
for on-going capital projects. The
Capi tal and Operating budgets for the
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OF TRANSPORTATI ON
AND PUBLI C
FACI LI TI ES

airports are set up through an operating
agreenent that identifies anticipated
expenditures and then they devel op their
| andi ng fees.

850 |Representative Requested if a schedule that could
Hawker anal ysis that information could be
provided to the Committee.
906 |Vice-Chair Myer Asked when road construction could be
expected on the Abbott Luke extension.
928 | Acti ng- Conm ssi oner Comment ed that he was not prepared to
Bart on speak to the Capital budget. He noted
t hat the Kotzebue project would be the
first to come out of the bond package.
1001 | Vice-Chair Meyer Asked if the State paid Bacon-Davis wages
on the road projects. Acting-Comm ssioner
Barton replied that they do. Vice Chair
Meyer asked about expanding into
par kl ands.
1056 | M CHAEL DOWNI NG, Expl ained that the State is using federal
ACTI NG DEPUTY hi ghway noney and follow ng their
COW SSI ONER, procedures. There is a provision called
DEPARTMENT OF 4-F that conplicates the process. The
TRANSPORTATI ON & standard is if there is any reasonabl e
PUBLI C FACI LI TIES alternative to going across, the
Departnent is required to choose that
alternative. He enphasized that the
State is limted.
1215 | Vice-Chair Meyer Qobserved that the alternative is to
di spl ace sone famlies.
1228 | M. Downi ng Enphasi zed the need for creative
sol uti ons.
1245 | Vi ce-Chair Meyer Asked how much of the budget was
al l ocated for snowrenoval. He was
curious that since there had not been
much snow this year, would sone of that
noney be carried forward.
1258 | Acti ng- Comm ssi oner 85% percent of the maintenance budget is
Bar t on desi gnated for wi nter use.
1310 | FRANK RI CHARDS, Expl ai ned that the snow renoval budget
STATEW DE for the Departnent is $86 million
MAI NTENANCE AND dollars. That includes funding for the
OPERATI ONS, facility maintenance as well. The wi nter
DEPARTMENT OF mai nt enance costs are fixed in ternms of
TRANSPORTATI ON & personnel , equi pnent and conmodity
PUBLI C FACI LI TI ES purchases. The costs are on a fiscal
year basis and if the product is not
expended, the product is carried forward.
1412 | Vice-Chair Meyer Questioned fixed costs and asked if the
personnel were fixed costs or contract
costs.
1421 | M. Richards Replied that to a great extend, they are
State enployees. |In the rural airports,
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t he Departnent does have contract to
nai ntai n those airports.

1444

Vi ce-Chair Meyer

Questioned the ratio of State enpl oyees
inrelationship to the contracts.

1503

M. Richards

bserved that in Anchorage, the
Department works with the Municipality.
There, the State and the Cty has road
responsi bilities; however, contracts are
used in other areas whenever the
opportunity exists.

1622

Vi ce- Chair Meyer

Questioned the cost benefit.

1634

M. Richards

Comment ed on the conpletion of the
VWhittier tunnel. The tunnel operation
was privatized. There was snow renova
in both the Whittier and the Bear Valley
side. Because of the loww nter, it was
hard to maintain a contract. Because of
that, it has been difficult to get
contracts because of the variabl e weat her
possibilities and contractors were unsure
of the costs. Eventually, the Departnent
went back to using State enpl oyees.

1736

Vi ce- Chair Meyer

Expressed his support for returning

nei ghbor hood roads to the | ocal areas. He
spoke to the recycl ed asphalt program and
questioned if that product was being sold
to the cities.

1843

M . Downi ng

Expl ained that a policy was adopted to
use the recycle asphalt as part of the
base for all new high vol unme hi ghway
construction. He acknow edged that the
State of Al aska recogni zes the val ue.

1925

Vi ce- Chair Meyer

Questioned the goal for snow renoval .

1938

M. R chards

Replied that the snow renoval tinme frane
for high volune roads is as soon as
possi bl e when the snow hits. Those roads
of less use, then 24 hours for initial

cl eanup, and in smaller roads, it would
be an extended up to 48 hours tine

peri od.

2045

Vi ce- Chair Meyer

Ref erenced the Lake Hood airport.

2056

Act i ng- Comm ssi oner
Bar t on

Replied that Lake Hood is the |argest
fl oatpl ane base in the world. It is
extrenely busy.

2108

Co-Chair Harris

Questioned if the Departnment was
investigating turning over to the
comunities, the State hi ghway system
that is within their conmunity
boundari es.

2144

M. Richards

bserved that there is a programto work
Wi th communities through capital funds to
upgr ade roads for those communities that
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are willing to accept responsibility for
keeping their own roads. He enphasi zed
that it would depend on the willingness

of communities to take on the
responsibility. The Departnent is
supportive of working nore with the
comunities.

2251

Co-Chair Harris

Stressed that the State of Al aska shoul d
do as they have asked the federal
government to do and that is to provide
nore grants with “less strings attached”.

2346

Act i ng- Comm ssi oner
Bar t on

Reiterated that the State is i nterested
in transferring owership of the
unf ounded r oads.

2404

Co-Chair Harris

Enphasi zed t hat he was not talking of
unfunded nandat es.

2418

Representati ve
VWi t aker

Referred to nmi nt enance. He noted that
the decision to cut was made at the
Adm nistration | evel .

2456

Representati ve
St evens

Asked how the repl acenent vessels would
be affected and the tine |ine associated
with that in regard to the Safety At Life
At Sea Treaty (SALAST).

2514

Capt ai n Capacc

Responded that SALAST has a nunber of
safety requirenent that are com ng down
that will cause old ships to be upgraded.
The Taku and the Matanuska have sone
maj or rehabilitation of the passenger
deck for safety by 2010. The estinate is
between $40 to $50 million dollars per
shi p. He acknow edged that the Departnent
is trying to determine if it is wse to
spend that anmount of noney. There are
options for construction of two
additional fast ferries, but there is no
commtnent at this tine.

2703

Representati ve
Stoltze

I nqui red regarding the status of the Tony
Knowl es Coastal Trail.

2719

Act i ng- Comm ssi oner
Bart on

Responded that the Environnental | npact
Statenment (EIS) process is currently
underway. Public comments are stil
comng in. The Departnent is | ooking at
that project in order to determ ne where
it should go. He questioned why the
project is a State project. He believed
that it should be a | ocal project.

2925

Representati ve
Stoltze

Commented that 72-hour snow renoval is
t oo | ong.

2951

Act i ng- Comm ssi oner
Bart on

Responded that the State needs to | ook
into privatization opportunities.

3019

Representati ve
Stoltze

bserved that his district is dependent
on recycl ed asphalt.
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3038 | M. Downi ng

Expl ained that if the asphalt is ground,
it isremxed. If it is mlled it can be
separated. The State woul d consi der
requests for recycle asphalt by |ocal
communities. The State wants to avoid

hauling it.

ADJ OURNVENT

The neeting was adjourned at 3:54 P. M
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