HOUSE FI NANCE COW TTEE
January 11, 2006
1:36 P.M

CALL TO ORDER

Co- Chair Meyer called the House Finance Conmittee neeting to
order at 1:36:12 PM

MVEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representati ve Ri chard Foster
Representati ve M ke Hawker
Representative Jim Hol m

Representati ve Reggi e Joul e
Representative Mke Kelly
Representative Beth Kerttul a
Representative Carl Moses

Representati ve Bruce Weyhrauch

MEMBERS ABSENT

None
ALSO PRESENT

Representative Et han Ber kow t z; Representative Berta
Gardner; Representative Nornman Rokeberg; Representative Kurt
a sen; Representative Jim Elkins; Representative Bill
Thomas; George Wierch, Chairman, Knik Arm Bridge and Toll
Aut hority; Malcolm Menzies, Southeast Regional Director,
Department of Transportation and Public Facilities; J.C
Conl ey, Forner Ketchikan Assenbly; Jeff Qtesen, D rector,
Di vi sion of Pr ogram Devel opnent ; M chael Bart on,
Conmi ssi oner, Departnment of Transportation and Public
Facilities; WIIliam G een, Project Counsel, Knik Arm Bridge
and Toll Authority, Anchorage; M chael Barton, Conm ssioner,
Department of Transportation and Public Facilities

PRESENT VI A TELECONFERENCE

Bob Weinstein, Mayor, City of Ketchikan
GENERAL SUBJECT(S) :

The followi ng overview was taken in log note format. Tapes
and handouts wll be on file wth the House Finance
Conmittee through the 24th Legislative Session, contact 465-
6814. After the 24th Legislative Session they wll be
avail abl e through the Legislative Library at 465-3808.
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OVERVI EV\&:
KNI K ARM BRI DGE & TOLL AUTHORI TY
GRAVI NA | SLAND BRI DGE

TI ME SPEAKER

DI SCUSSI ON

1:36:33 PM | Co-Chair Meyer

Co- Chai r Meyer introduced the new
commttee nenber Representative Beth
Kerttula and convened the House Finance
Commttee in order to discuss the Knik
Arm and the Gavina |Island Bridge. He
noted that the neeting would provide an
opportunity to the intended financing.
Those two items wll be contained
within the Capital Budget.

KNI K ARM BRI DGE & TOLL AUTHORITY

1:38: 16 PM | GEORGE WJERCH,
CHAI RVAN, KNI K
ARM BRI DGE AND
TOLL AUTHORI TY

I nt r oduced hi s staff, M. G een,
Project Counsel. M. Wierch provided
the Commttee wth handouts from the
Knik Arm Bridge annual report from the
proj ect.

1:40: 15 PM M. Wierch

Ref erenced Page 5 of the handout, the
satellite view of +the mp of the

greater Anchor age, Mat - Su, Por t
MacKenzie area proposed for the Knik
Arm Crossing. He pointed out the
Anderson dock approach & the area
called the “elephant cage” - for the
highly classified intelligence.

1:41:27 PM | M. Wierch Ref erenced Page 9. He spoke to the

i npact of the defense communication
system and the Anchorage Internationa
Airport, the last consideration should
be a high suspension Dbridge. He
referenced the drawing on Page #9,
whi ch provides a conceptual visual of
t he bridge.

1:43: 12 PM | M. Wierch

Ref erenced Page 10 & 11, which provide
the graphic results of the Federal
Hi ghway Comm ssion’s scoping process

that took place |ast year. He added
that over 20 alternatives had been
consi der ed. The nost r easonabl e

proposal s cont ai ned t wo di fferent
approach roads on the Port McKenzie
si de. He stated that either proposa
woul d work for the Toll Authority.

1:44:33 PM | M. Wierch

Ref erenced figure #2, Page 10 - the
Sout hern alignnent bridge, which noves
the bridge structure and mnimzes the
‘f oot print’ from mlitary
communi cation. It does nove it closer
to the Port of Anchorage.
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1:45: 10

PM

M. Wierch

Ref erenced figure #3, Page 11 provides
illustration for the Erickson Street
alternative alignnent. Phase 1 connects
to the A/C couplet, while Phase 2
connects to the I ngra/ Ganbell Coupl et.

1: 46: 33

PM

M. Wierch

Addressed alternative #4, the Degan
Street alternative alignnent.

1: 46: 44

PM

M. Wierch

Spoke to the financing chart as |isted
on Page 13. He pointed out the $94
mllion dol l ars pr oposed by t he
Governor for the Capital Budget. He
noted the revenue bonds, hopeful |y
totaling $200 mllion dollars. He
acknow edged the unresolved |arge block
of noney that needs to be filled with
out resources.

1:48: 14

PM

M. Wierch

Reiterated that there is a large
segnent of the pie that needs financing
discussion in the amunt of $250
mllion dollars.

1:48: 33

PM

M. Wierch

Addressed the inportant mlestone of
breaking ground. He noted Page 14,
whi ch highlights the 2006 m | est ones:

* Public release of draft EIS permt
application
» Legislative approvals

e Release of final El S/record of
deci si on

* Finalize financing final permts
» Phase 1 construction kickoff

1:49: 13

PM

M . Wierch

Commented on a special grant from the
Mat - Su Bor ough. He suggested that the
anmount becone a State funded item not
usi ng any federal funds. He thought it
qualified as a nmintenance upgrade. If
the item was addressed through the
suppl enent al budget , it coul d be
conpl eted by next fall.

1: 50: 06

PM

M . Wierch

Adm tted that no project needs all the
noney up front. Page 13, references
cash flow, adding up to the $600
mllion dollar request. Recent |y,
those cost estimtes have been updated
with the inflation nunbers. The 2005
dollars would total approximtely $550
mllion dollars; those sanme dollars in
2008 would be approxinmately  $595
mllion dollars.

1: 51: 31

PM

M. Wierch

Submtted that the price is right;
acknowl edging that there is question
from where the noney wll come from
He summarized, noting that worldw de

House Fi

nance Committee

3 01/11/06 1:36 P.M




there are projects that are public &
private partnershi ps (PPP).

1:52:45 PM | M. Wierch reiterated that PPP is a new financing
mechani sm with success throughout the
nati on. He pointed out that later in
the legislative session, there will be
di scussion regardi ng that opportunity.

1:53:20 PM |Co-Chair Meyer |Admitted the proposed need for the
Anchorage conmunity; however, noted on
Page 13, the anmpunt of nearly $300
mllion dollars intended to be funded
by the State.

1:54:24 PM |M. Wierch Responded that initially there was an
expectation that the project would be
divided into thirds. One third,
f eder al ear mar ks (whi ch has been
deleted), one third, State general
funds and the final third raised by
debt revenue bonds. The one third
intended to be federal is currently
hal f that anount. He thought that the
one-third revenue bonds would not be
probl ematic and that the other portions
need to be discussed and offered to
work on a conbination of private and
public financing.

1:55:23 PM |Co-Chair Meyer |lInquired if further federal funding was
expect ed.

1:55:35 PM | M. Wierch Responded that it is a conplex issue.
The Federal H ghway Conmi ssion (FHC)
has not yet released their allocation
notice. The railroad specifics have
not been identified and it has not been
determ ned how the federal noney wll
be spent.

1:56: 01 PM | Co-Chair Meyer |Asked if the State would ultimately be
responsi bl e.

1:56:14 PM |WLLIAM GREEN, | Explained that the State would have no

PRQIECT
COUNSEL, KNI K
ARM BRI DGE AND
TOLL

AUTHORI TY,
ANCHORAGE

liability for the revenue bond debt
issued by the Toll Authority. The
prelimnary anal ysis has been provided.
The nmarket wll not Ilend the noney
unl ess they are convinced that there is
a good financial plan and the costs are
realistic. The traffic that is expected
to be generated across the bridge wll
match the debt |oad. The Authority can
finance the $200 million dollars based
upon current known projections. He
stated that was a conservative nunber.
He reiterated that there would be no
State liability for t he debt
rei nbursenent and that the project
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woul d be sel f-Iiquidating.

1:58:21 PM | Co-Chair Meyer |Requested nore information on the
bridge design and seismc activity.
M. Geen requested that the Departnent
address that concern.

1:58:48 PM |Representative |[Asked if the design process included

Hawker any major rail crossing. He spoke to
the complications for the railroad
through northern Anchorage and the
Val | ey.

1:59:22 PM | M. Wierch Replied that it had been considered and
di scussed wth the Alaska Railroad.
The issue is that railroad bridges are
designed for a nuch heavier |oad than
hi ghway bridges and therefore nuch nore
expensive to build. There has been a
proposal to build a highway bridge and
built it to railroad specifications.
An  EIS project <could take severa
years. Any large water body in the
Nation has two bridges side by side;
one for cars and one for the rails.

2:00:39 PM | Representative |[Addressed tolls, suggesting that the

Hawker traffic wll choose the route wthout
the toll. He questioned if the Al aska
public woul d support a toll system

2:01:37 PM | M. Wierch Agreed, noting that people are used to
free use of t he transportation
structure. Nevertheless, pointed out
that the Golden Gate bridge was a good
exanpl e. He suggest ed t hat t he
situation was simlar because of the
di stance that would have to be driven
wi t hout use of t he bri dge. He
ref erenced Page 3 with t he
transportation nunbers. He pointed out
that using the proposed bridge, which
becones a function of time for
commuters, could save 40 mles. The
cost of driving a car is far nore than
the cost of filling the tank. The
alternatives are nore expensive.

2:03:58 PM | M. Wierch Cont i nued, t he second i mport ant
indicator as |listed on Page 3 and
provided by the Dp man Resource
Conmpany  survey poll i ndicates the
nunber of comuters who actually intend
to use the bridge. There was an
overwhel m ng the consuner support.

2:05:22 PM | Representative |[Mentioned the price sensitivity issue.

Hawker

2:05:38 PM | M. Wierch responded that the nunbers on the poll

ran from $1 dollar to $6 doll ars. He
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commented on doubling price, admtting
the ‘trade off’. When prices change,
people tend to wuse the alternative
briefly. It has been reconmended that
the price should be established and
t hen not changed for quite sonetine.

2:06:35 PM | Representative |Questioned the assurance of the $600
Hawker mllion dollar proposed nunber and
asked assurance that amount would not
change and if it does include road
| nprovenents.
2:07:07 PM | M. Wierch Stated that It would connect the
facility to existing roads. The map on
Page 5 indicates where the road would
run. By 2021, the existing couplet
woul d reach saturation.
2:08:09 PM | Representative |Asked where the inprovements would be
Hawker to.
2:08:21 PM | M. Wierch Said it was not intended to ‘touch’ the
Berger Road at all.
2:08:29 PM | Representative |[Commented that there would need to be a
Hawker substantial investnment to upgrade those
r oads.
2:08:46 PM | M. Wierch Agreed, as the traffic increases. That
does not happen right away. The current
two-lane road wll be adequate for a
nunber of years. He was speaki ng about
the connecting road from Goose Bay to
Fort MacKenzi e.
2:09:34 PM | Representative |lnquired if the $6 mllion dollar
Hawker nunber was “solid” for the proposed
termof the project from 2006 to 2009.
2:09:49 PM | M. Wierch Stated that nunber was safe. The
bridge structure itself and behind the
Port of Anchorage, the box tunnel under
Gover nient Hill, each i ncl ude
construction, design and contingency
costs and about 20% Those nunbers
total about $535 mnmillion dollars in
2005 nunbers and then adds escal ation
and inflation costs. That brings the
nunber up to about $592 nillion
dol | ars. However, he coul d not
guarantee the nunber but believed it
was “good”.
2:11:36 PM | Vice Chair | Conmented on the Railroad options and
Stoltze how that would affect emnent domain
concerns and the costs associated wth
the over pass. He inquired if there
had been conversations wth M. Ganbell
of the Al aska Railroad.
2:12:59 PM | M. Wierch Not ed t hat Representati ve Stoltze
served on the Toll Board. He pointed
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out that the Board neets regularly to
address railroad concerns. The ability
to use the proposed alignnment along the
shoreline is adaptable to railroad use.
He noted that a corridor further west
had been identified. He referenced
figure 2 on Page 10, and l|aying of the
gravel for t he hi ghway and the
railroad.

1 21

PM

Vi ce Chair
Stoltze

Inquired if the project would conpete
with other things affecting the gas
l'i ne. He thought that anything done
for the Port of Anchorage could help
the gas |ine.

119

PM

M. Wierch

Comrented that the first stage would be
the creation of a paved road from Port
MacKenzie up to the Parks H ghway. He
reconmended that the road needed to
paved as soon as possible. In the |ong
run, other inprovenents and the bridge
conpleted, truckers would not hesitate
to use t he di rect egress from
Anchor age.

: 33

PM

REPRESENTATI VE
NORMAN
ROKEBERG

| nqui red about the Government Hill area
and the proposed underground tunnel.
He asked if those residents had voiced
obj ecti on.

131

PM

M. Wierch

Adm tted that there are issues in those
nei ghbor hoods. He hoped that working
together would prove beneficial for
t hat popul ation group and | ooked
forward to reaching a solution. He
thought that commtting to a second
phase would be w dely supported. He
did not want to dimnish the enotional
I ssues affecting those areas.

$ 17

PM

Representati ve
Rokeber g

Asked the costs to the Governnment Hill
ar ea.

: 38

PM

M. Wierch

Commented on not building the tunnel.
It would reduce the costs by perhaps
$70 million dollars. He did not know
for sure.

: 08

PM

M. Wierch

Responded to Representative Rokeberg
regardi ng the second viaduct, which has
not yet been designed. He asked that
the Deportment address that question.
There exists a commuter destination
i ssue within the downtown traffic.

1 57

PM

Representati ve
Hawker

Asked if the Toll Authority anticipated
a financial audit.

1 27

PM

M. Wierch

Acknow edged that they do. He pointed
out on Page 12, the Departnment’s
standard audit woul d apply.
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2:24:03 PM | Co-Chair Meyer |Brought up t he possibility of
eart hquakes while crossing the bridge.
2:24:29 PM | M. Wierch Responded t hat wor ki ng W th t he
Departnent, they were able to address
seism c concerns. He believed that the
final design would be a *“doable
solution” to the problem
GRAVI NA | SLAND BRI DGE PRQJECT
2:25:47 PM |J.C. Conl ey, | Spoke of his excitenment for the G avina
For mer Island Project and related the history
Ket chi kan of the State project, which  was
Assenbl y requested from Congressman Don Young.
He explained the denial of the use of
surrounding federal |ands for |ogging
pur poses. He described the bridge
project as part of the revitalization
of Ket chi kan. M. Conley referred to
t he national nedia chall enge.
2:32:29 PM | M. Conley Enphasi zed that the bridge would
revitalize the econony in Ketchikan.
2:33:12 PM | REPRESENTATI VE | Thanked M. Conley for com ng.
JIM ELKI NS
2:34: 03 PM | Representative |Asked about possible problens getting
Kel I'y t he shi ps through the channel.
M. Conl ey i dentified t he | ow
bridge/high bridge solution to the
problem the preferred alternative.
2:35:56 PM |BOB WEINSTEIN, |Referred to a letter he sent to the
MAYCOR, CITY OF |governor and legislators, which is part
KETCHI KAN of the nenbers’ packets. (Copy on
TESTIFIED VIA|File). He shared the wvision for
TELECONFERENCE | economic growh for Ketchikan. He
described the chall enges Ket chi kan
faces in community developrment due to
its location and that Gavina |Island
woul d be the best choice for further
growh for that community. He spoke of
the closure of the pulp mll in 1997
decline of the tinber business, and the
need for | and for i ndustri al
devel opnent .
2:41:04 PM | Mayor Spoke of a funding allocation for the
Wi nstein project and Congress’ intent for the
funds.
1. Bridge project wll conme out of
Nat i onal H ghway Funds.
2. State allocation has increased
3. The Gavina project is conpeting
agai nst ot her hi ghway projects
Mayor Weinstein voiced concerns by the
nmet hodol ogy presently used by the
Depart nent . They have nade a
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determnation that 48% of a total
appropriation is set aside for other
hi ghway projects. He questioned the
anount of noney available for the

bridge projects but did question DOI's
figures and net hodol ogy.

2:45:04 PM | Mayor Mentioned requests needed from the
Wei nstein Departnment of Transportation for this
project to proceed. Urged the Commttee
to begin the process to invest noney
Into transportation projects. He spoke
to negative national nedia coverage of
the project.
2:47:24 PM | Vice Chair |[Inquired if the funding proposal for
Stoltze the Gravina Bridge could be simlar to
that of the Knik Arm Bridge proposal.
2:48: 15 PM | Mayor Agreed that woul d be reasonabl e.
Wi nstein
2:48: 38 PM | Representative |[Commented that it would affect the STIP
El ki ns (Statew de Transportation | nprovenent
Program). He reconmended adding in the
support of Ketchi kan.
Co-Chair Meyer recommended that the
Depar t ment t ake t hat into
consi derati on.
2:49:12 PM | Representative |[Asked if there had been m sinfornmation
Rokeber g regardi ng the anount of available |and
for future devel opnent.
May or Wei nstein stated t hat t he
popul ati on of Ketchi kan is 15,000; when
the airport was built, the population
was approximately 9, 000. There has
been substanti al growh since the
‘70" s. The Borough has an excess of
sone 4,000 acres on Gavina Island with
private hol di ngs. Devel opnent pl ans
have identified thousands of additional
acr es.
2:51: 07 PM |Vice Chair | Questioned the funding and Ketchikan's
Stoltze wi | |ingness to | ook at t he
justification for those nunbers.
2:52:06 PM | Mayor Related that a toll for bridge use
Wi nstein could be considered but that it would
not represent a significant anount.
2:53:20 PM | MALCOLM Explained that the project has been
MVENZI ES, around since 1970, with various studies
SOQUTHEAST since then. He related the history of
REG ONAL several of those studies. The EIS
DI RECTOR, process ended in 2004. Three final

DEPARTMENT  OF
TRANSPORTATI ON
AND PUBLI C
FACI LI TI ES

alternatives were nmade and F-1 was the
preferred alternative. [ Shown  on
screen presentation].

Wthin the preferred alternative, there
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were two major bridges; one 2500 feet
and one 3400 feet in length. Most of
the design estimtes were based on the
decision to earmark for the tota

proj ect . Portions of the project have
begun, such as Ridge Road. The airport
runway expansion will take place |ater
this year. A condui t will be

constructed under that runway for two
| anes of traffic. A corps of engineer
permt is expected this nonth after
January 15"

143

PM

M. Menzies

Expl ained the three alternatives [shown
on presentation slide]. D1, F-1, and
F- 3. He related the <costs and
proj ected dates of the project.

: 28

PM

Representati ve
Hol s

I nquired about the possibility of a
drawbri dge. M. Menzies related that
woul d have traffic and cost problens.
He clarified that none of the bridges
currently are at grade and that a 200’
clearance for the cruise ships would be
needed whi ch woul d be very costly.

1 21

PM

Co- Chai r
Chenaul t

Asked if both of the bridges were high
spanned. M. Menzies responded that one
bridge would have a span of only 60
and the other 200 . The high bridge
would be the west channel, closer to
the airport. There is marine traffic
on both channel s.

: 52

PM

Representative
Kel |y

Addressed the shorter span and asked if
it would create an air-traffic problem

1 04

PM

M. Menzies

Agreed it woul d.

1 32

PM

Co- Chair Meyer

Asked about the current progress. He
asked if the $94 nmillion dollar anount
woul d al | ow continued progress.

: 05

PM

M. Menzies

Stated that there has been discussion
regardi ng how many bridges that should
be built at one time. The Southeast
Regi on has considered waiting until all
the nmoney is received because if bridge
construction was started and the nonies
were not received, it would be quite
problematic. The road currently under
construction, conmes from the Governor’s
resource noney.

: 03

PM

Representati ve
Stoltze

Asked if there would be operational
costs and if the ferry would shut down.

116

PM

M. Menzies

Replied that it would stop eventually.
The overall construction period wll
take approximately 5 years and during
that tinme, the ferry will continue.

3: 06:

38

PM

Representati ve

Comment ed on national feedback from the
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Stoltze Denocratic Party.
3:07: 06 PM | Representative |Asked about the Knick Island stretch.
Kel 'y M. Menzies clarified that there are

al nrost 800 acres of borough land on
t hat i sl and.

3:07:44 PM | Representative

Asked t he nunmber of residents.

Kel |y

3:07:55 PM |Representative |[Did not know the exact nunber but knew
El ki ns it was “only a hand full”.

DEPARTMVENT OF TRANSPORTATI ON & PUBLI C
FACI LI TI ES

3:08:31 PM |JEFF OITESEN, |Provided handouts associated with the
DI RECTOR, power point presentation — “Primer on
Dl VI SI ON OF [t he Feder al H ghway Program for
PROGRAM Al aska”. (Copy on File).
DEVEL OPMVENT,

DEPARTMENT  OF
TRANSPORTATI ON

& PUBLI C
FACI LI TI ES

3:09:04 PM | M. Otesen

Ref erenced Page 2. The three key
issues to be addressed are how the
bri dge would be funded. He offered to
speak directly to the STIP.

3:10:16 PM | M. Otesen

Explained the bridge nmath - Page 2,
explaining the $91 mllion dollars and
the $93.6 nmillion dollar allocation.

Congress did not do away wth the
earmarks but instead renanmed them He
explained the distribution of federal
aid transportation fornula funds. The
regul ati ons expr ess t hat t he
unrestricted noney has eligibility
restrictions and are divided into a
pie, with 48% to hi ghway fundi ng. The
Governor advised that the bridges would
bel ong to the National H ghway system

3:12: 06 PM | M. Otesen

Ref erenced the top chart on Page 3.
The STIP noney to conmmunities is not
reduced.

3:12:59 PM | M. Otesen

Al the noney indicated those prograns
woul d be nmade larger than they were in
the STIP.

3:13: 53 PM | M. Otesen

Each project received a certain anount
of federal earmarked dollars. He noted
the reductions of 15% to account for
the fact t hat f eder al funds are
authorized at one |evel and general
appropriated at a |lower |evel. There
are five years of funding providing
I nformation indicating that the funding
prom sed conmes in at 85%

The two bridges are not being treated
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separately.

: 03

PM

O tesen

Not ed Page 4 - The m ssion statenent:

e Providing for the novenent of
peopl e and goods and the delivery
of state services.

« Al roads are not equal in that
regard.

: 25

PM

O tesen

Addressed the colored chart on Page 4
and the functional <classification of
the roads. The Departnent owns nost of
t he roads.

: 33

PM

O tesen

Spoke to where federal funds applied to
the road systens throughout the State
and did not come from the Title 23
funds. Only Alaska has an eligibility
i ssue for federal funding. The roads
at the top of the pyramid in the graph
receive |l ess federal funded.

: 39

PM

O tesen

Ref erenced Page 5 — Which highlights
where the nmgjority of the traffic
carried by the roads wll nove. He
pointed out the 86% of accident that
occur on 30% of the road system

: 58

PM

O tesen

Highlighted the eligibility issues on
Page 6. The inpact is that the high-
| evel roads are less well funded than
they would be if national forrmula and
eligibility were foll owed.

1 23

PM

O tesen

Eligibility issues (3) — Page 7. Sone
earmarks have further shrunk funding
for Al aska’s highway program  Earnmarks
do not usually cone fully funded.

1 28

PM

O tesen

Page 7, Eligibility | ssue (4).
Qperations and preventative mai ntenance
have shifted to federal funds over the
past two decades. Since late ‘80's, the
budget pressure to preserve general
fund has shifted considerable costs to
the STIP. The inpact is that rmany
f ewer rehabilitation, safety and
capacity projects are possible.

119

PM

O tesen

Ref erenced Page 8 — the mmi ntenance and
oper ati ons operating budget and
Consuner Price Index (CPl) companion
chart.

: 53

PM

O tesen

Noted Page 8, noting that the dollars

are limted. Some earmarks were much
nore extensive than just two bridges.
Anot her $269 mllion dol |l ars in

ear mar ks were non-deductive. The 1 oss
of STIP funds to bridge earnmarks is
only part of the picture.
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3:23:57 PM |M. Otesen Commented on what was happening wth
f undi ng. There have been nor e
authorized dollars to the State than
ever before. The total authorization
over a b-year period is about $2.5
billion dollars. A lot of that noney
cannot be spent on the regular STIP.
Sone of t he ear mar ks t hat t he
Department received are deductive. He
referenced chart 17, Page 9, earmarks
com ng at the expense of formula funds.

3:25:44 PM |M. Otesen Qutlined the types of earmarks that
went to the two bridges. The
authorized dollars are set aside for
specific categories of wrk and have
certain restrictions.

3:26:33 PM | M. Otesen Referred to page 10, chart one, which
i ndicates that the dollars are |limted.
Approximately $25 million dollars of
annual funds previously flexible in
nature were nmade restrictive.

3:27:32 PM |M. Otesen Expl ained that the H ghway Trust Fund
(HTF) has not been delivering cash as
expect ed. The HIF is the principal
source of Alaska H ghway Funds. An
apparent downturn is of concern

3:28:56 PM |M. Otesen Ref erenced page 11, and stated that
construction inflation has ranped up
sharply. As project costs rise, the
nunber of transportation projects the
STIP can fund, drops.

3:29:42 PM |M. Otesen Pointed out that the process and new
|l egal requirenments for federal funds
continue to expand. More is spent on
i ntangi bl es or non-transportati on work,
and | ess on pavenent.

3:30:26 PM |M. Otesen Showed on page 12 how STIP funds have
been reduced. St at ed t hat one
significant project (~$12 M is |lost
each year

3:31:28 PM |M. Otesen Pointed to page 13, which indicates
that project funds are |ower today. He
recogni zed the needs list of statew de
proj ects.

3:33:52 PM |M. Otesen Ref erenced chart #26, which shows that
STIP funding i s not adequate.

3:34:02 PM [M. Otesen H ghli ghted page 14, which portrays the
years needed to performthe work on the
entire mleage of each system

3:34:43 PM |M. Otesen Conpared Alaska to ot her st at es’

approach to highway construction, where
there is a dedicated tax system for
t hose concerns.

House Fi nance Conmmittee

13 01/11/06 1:36 P. M




3:37:16 PM |M. Otesen On page 15, indicated that the STIP

shortfall to regular projects stems
from many causes. He listed those
reasons in |lost project funding.

3:38:03 PM | M. Otesen H ghlighted the one-year hypothetica
nunber of $12 mllion dollar projects
del ayed.

3:39:13 PM | M. Otesen Ref erenced page 16: Key Takeaways.

Alaska relies on STIP funds for a
| arger universe of projects than any
ot her Sstate. STIP funds have
effectively shrunk as a result of
several factors beyond two bridges.
The state has no supplenental fund
source for the highway program which
magni fies the current downturn in STIP

funds. He ternmed it a “fifty-state
probl eni.
3:40:30 PM |M. Otesen Ofered to provide a report on this

topic fromthe U S. Chanber of Commerce
publ i shed | ast Novenber.

3:40: 54 PM | Co-Chair Meyer |Asked | f t he Depart ment of
Transportation would support a road
bond.

3:41:12 PM | M CHAEL Responded that the idea of raising the

BARTON, gas tax is not popular. Al aska now has

COW SSI ONER, the lowest gas tax at 8 cents per
DEPARTMENT OF [gallon. A higher tax could be a source
TRANSPORTATI ON |of noney to neet the transportation

AND PUBLI C|concerns of the State. He urged that
FACI LI TI ES it be addressed.

3:42:14 PM | Conmi ssi oner Added that the state should not | oose
Bart on sight of the fact that it wll receive

$2.5 billion from t he f eder al
government in the next five years for
transportation in Al aska.

3:43:28 PM | Co-Chair Meyer |He added that | ocal gover nment s,
i ncluding Anchorage, do contribute to
transportation.

3:43:49 PM | Representative |Commented on the allocation concerns.
Hawker He asked if the disposable allocation
is determined by state or federal
| egi sl ati on.

3:45:03 PM | M. Otesen Responded t hat It was primarily
determined in state by a fornmula set in
regul ation and adopted as policy in
1995, becane codified in 2002, and was
anended in 2003. Underneath that
allocation is federal funding and sone
rules apply to those funds. He listed
those funds: National H ghway System
(NHS) , Interstate Mai nt enance, and
Surface Transportation Program (STP).
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1 23

PM

M. Otesen

Expl ained why there is a |arger anount
going to | ocal governnents.

: 36

PM

Representati ve
Hawker

Asked if there was a flexibility of
sending nothing to the communities.
M. Otesen explained the system of
di stri bution.

112

PM

M. Otesen

Replied that the need is there.

1 27

PM

Representative
Rokeber g

In response to a guestion by
Representative Rokeberg, M. Otesen
replied that the 27 percent is state
devel oped funding for Anchorage. He
explained the funding in detail based
on population, and the vyield wunder
f eder al I aw. He explained DOI's
obligation and the NPO footprint. He
di scussed acci dent scenari os.

: 09

PM

Conm ssi oner
Bart on

Expl ained that the noney produced by
the fornmula for the two NPOs is not
all of the transportation noney that
gets spent within the NPO boundari es.
Representative Rokeberg continued to
guestion the various categories. M.
Otesen clarified the four categories
and expl ai ned how they apply.

142

PM

Representati ve
Rokeber g

Asked about slide 24 and the expenses
incurred by the open container and
repeat offender | aws. M. Otesen
responded with details about the drunk
driving | aws. Representati ve Rokeberg
requested a current report on Anchorage
projects, as conpared to a few nonths
ago, in order to explain them to his
constituents.

112

PM

Conmi ssi oner
Bart on

Addressed the <changes in the STIP
conpared to several nonths ago. There
are I ncr eases in sever al | oca

prograns, but no changes in the NHS.
Representative Rokeberg asked about
alternative inpacts if the funds were
al | ocat ed el sewhere. Conmi ssi oner
Barton di scussed NHS concerns.

1 28

PM

Co- Chair Meyer

Gave a concrete exanple of noney | ost
for highways in Anchorage. M. Qtesen
rel ated that those highways were on the
NHS, which has not grown. There wl|
be an increase to the NPO as a result
of the bridge noney coning back to the
state.

: 25

PM

Representati ve
Hawker

Asked if NHS funding is increasing.
M. Otesen noted a direct reduction in
funding going to the NHS. The funding
target for the NHS, aside from the two
bridges, is about $60 nillion or about
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40 to 50 percent of past targets in the
prior bill. Representative Hawker
specul ated that $120 nmillion had |eft
the program M. Qtesen explained the
reality of where the dollars are.
Representative Hawker noted he was
| ooking for the aggregate nunber. He
spoke of comunities’ possi bl e
unrealistic expectations and the need
now for an explanation. He asked for
an explanation for t he aggregat e
changes related to District 32 and
Anchor age.

4:04:56 PM

Conmi ssi oner
Bart on

Ofered to work wth Representative
Hawker to provide nore information.

4:05:45 PM

Representati ve
Hawker

Asked about the earmark structure and
whet her change is an option. He
referred to the original addi tive
ear mar ks for bri dge construction

Comm ssioner Barton replied that they
are no longer earmarked for Dbridge
projects and change is not an option.
Representative Hawker suggested that
$179 mllion was taken away for other
prograns. Conm ssioner Barton agreed.

4:08: 33 PM

M. Otesen

Clarified that al | of the Dbridge
earmarks were run through the STIP
formula and distributed to | ocal
gover nnent s. Representative Hawker
asked about the $50 nillion additive
for Anchorage. M. Qtesen explained
how t hat was processed. Representative
Hawker suggested that the nobney was
diluted. He asked where the noney cane
from for the subtractive earmark. M.
Otesen explained that it cane at the
expense of what would have otherw se
been formula noney. $600 mnmillion was
deducti ve ear mar ks. Representative
Hawker requested nore information about
those specific projects. M. Otesen
expl ai ned t he old formul a, t he
installment plan, and the reality of
what happened. He conpared it to
|l osing 1/3 of one’s sal ary.

4:12: 36 PM

Representative
Hawker

Noted it is a judgnment call. The draft
STIP is $122 mllion less now. He
asked for DOI's intent and how the
| egi sl ature’s concerns wil | be
I ncor por at ed.

4:14:11 PM

Conmi ssi oner
Bart on

Replied that the STIP needs to be
finalized and will be done in a couple
of weeks. The STIP will be anended as
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needed if the legislature requires it.

4:15:56 PM | Co-Chair Meyer

Noted that t he governor’s bridge
proposal would be part of the STIP now,
and in the future. Comm ssi oner Barton
agreed and pointed out t hat t he
governor is aware of the dilemm and
has it under consi deration.

4:17:03 PM | Co-Chair Meyer

Asked to see information about what
r oads woul d not be addr essed.
Represent ati ve Hawker concurr ed.

4:17: 20 PM | Commi ssi oner

Thought that would not be an easy

Barton guestion to answer.
4:17:41 PM |Representative |Voiced concern about policy issues
Rokeber g regarding further requests to conplete

the projects. He wused the Seward
H ghway accident rate as an exanple of
an inportant priority.

4:19:14 PM | Conmmi ssi oner
Bart on

Acknow edged the safety issue on the
Seward Hi ghway, poi nting out t hat
fatalities in Al aska were down the past
year. He spoke to the need to continue
to address safety on hi ghways.

4:19:57 PM | Representative
Rokeber g

Commented on the Ketchikan Bridge and
the possible need for a further
request.

4:20: 13 PM | Conm ssi oner

Said the financial methods are still

Bar t on bei ng wor ked on.
4:20:44 PM |Representative |Cbserved that the state of Al aska has
Hawker no recurring sust ai nabl e | oca
contribution to highway funding. He
commented on notor fuel taxes. Publ i c

polling has indicated that notor fuel
taxes are the single nost despised form
of taxation in the State. He
acknow edged that the legislature is
“between a rock and a hard place” wth
that information and is |looking for
sustai nable funding statew de. He
supported putting those ideas before
t he public.

4:23:04 PM | Co-Chair Meyer

Agr eed. He pointed out that the
GCovernor has been “lukewarni toward
t hose i deas.

4:23:33 PM | Representative
Mbses

Agreed with the conm ssioner on the
notor fuel tax. He said it is based on
8 cents per gallon, which is too |low —
the lowest in the nation in a state
with the greatest mass of |[|and. He
noted that he encouraged an increase in
the marine fuel tax a few years ago.
That tax should also be increased, as
It is a user fee.
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4:25:55 PM | Representative |Added that it would be a great

Mbses i nvestnment for the future of Al aska.
He noted his own proposed | egislation.

4:26:39 PM |[Co-Chair Meyer |Comrented that gas is currently $2.50

per gallon and it is difficult to add
nore taxes.

4:27:21 PM |Representative |Requested cost breakouts as asked for

Kel ly previously at the neeting by the
conm ttee nenbers.

4:30:26 PM | Co-Chair Meyer |Acknow edged that lists are needed from

DOT indicating surplus and general fund

dol | ars.
4:31:10 PM | Conmmi ssi oner Replied that DOT wll provide that
Bart on i nformation.

4:31:23 PM | Co-Chair Meyer | ADJOURNMENT

The neeting was adjourned at 4:29 P. M
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