M NUTES
SENATE FI NANCE COWM TTEE
March 21, 2006
9:06 a.m

CALL TO ORDER

Co-Chair Lyda Geen convened the neeting at approximately
9:06: 44 AM

PRESENT

Senat or Lyda Green, Co-Chair
Senator Gary W/ ken, Co-Chair
Senat or Con Bunde, Vice Chair
Senat or Fred Dyson

Senat or Bert Stedman

Senat or Donny O son

Al so Attending: JOHN MACKI NNON, Deputy Conmmi ssioner of Hi ghways
and Public Facilities, Departnent of Transportation and Public
Facilities; CINDY CASHEN, Adm nistrator, Hi ghway Safety Ofi ce,
Department of Transportation and Public Facilities; LIEUTENANT
JAMES HELGOE, Alaska State Troopers, Departnment of Public
Safety; KURT SMTH, State Traffic Engineer, Departnent of
Transportation and Public Facilities; PATRICK GAMBLE, President
and Chief Executive Oficer, Alaska Railroad Corporation,
Depart ment of Comrerce, Conmunity and Economi c Devel opnent

Attending via Teleconference: There were no teleconference
parti ci pants.

SUMVARY | NFORVATI ON

SB 261- REGULATI ON OF HWYS; TRAFFI C OFFENSES

The Conmittee heard from the Departnent of Transportation and
Public Facilities. One anmendnent was adopted, and the bill
reported from Conmitt ee.

SB 271- AUTHORI ZE HWY PROGRAM PARTI Cl PATI ON
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The Conmittee heard from the Departnent of Transportation and
Public Facilities and the Alaska State Troopers, Departnent of
Public Safety. The bill was held in Commttee.

SB 308- ALASKA RAI LROAD REVENUE BONDS

The Conmittee heard from the Alaska Railroad Corporation and
reported the bill from Commttee.

9:07:11 AM
#sb261

CS FOR SENATE BILL NO. 261(TRA)

"An Act relating to the designation of traffic safety
corridors; relating to the bail or fine for an offense
commtted in a traffic safety corridor and to separately
accounting for such fines; and providing for an effective
date."

This was the first hearing for this bill in the Senate Finance
Conmittee.

JOHN MACKI NNON, Deputy Conmm ssioner of H ghways and Public
Facilities, Departnent of Transportation and Public Facilities
informed the Committee that this legislation would allow the
Departnent to establish "Traffic Safety Corridors” (TSC) and
double the traffic fines wthin those Corridors. Thi s
legislation is the result of repeated tragic accidents occurring
on certain roadways, including the Seward H ghway. Typically
when a road is experiencing a large nunber of accidents,
"structural inprovenents"” such as <changing its "geonetry",
widening the road, and adding passing l|lanes are nmade. The
Department is furthering the TSC designation because it would
produce "nore i mmedi ate results".

M. MacKinnon stated that the six states that have established
TSCs in areas experiencing "a higher than average rate of fata
and very serious accidents" have deened the endeavor a success.

M. MacKi nnon informed the Commttee that, when it was
considering establishing TSCs, the Departnent analyzed certain
road segnents, primarily "in the Central region of the State".
Contrary to the Departnent's assunption that the Seward Hi ghway

SFC- 06 (2) 03/ 21/ 06



woul d be ranked the npbst dangerous, the accident rate on other
road segnents, specifically those in the Mtanuska Susitna (Mat-
Su) Valley "were every bit if not nore dangerous as the Seward
H ghway" .

M. MacKinnon remarked that "nore immediate results" are
experienced by addressing drivers' behavior, as opposed to
making road inprovenents. Research indicates that "high risk
drivers, drivers that are not driving safely, respond to only
one nessage. That nessage is increased enforcenment.” This
| egislation would couple increased enforcenent wth double
traffic fines.

M. MacKi nnon continued that the passage of a TSC |aw woul d
all ow the Conmi ssioner of the Department of Transportation and
Public Facilities, upon "consultation" with the Comm ssioner of
the Departnent of Public Safety, "to designate corridors of
roads as Traffic Safety Corridors."

9:10: 21 AM

M. MacKinnon reiterated the fact that the TSC designati on woul d
be acconpani ed by increased |aw enforcenment efforts, which would
be supported by the Departnent of Transportation and Public
Facilities wusing federal highway aid Safety Sanction Funds
(SSF)". The State nust utilize SSF to address road safety issues
such as "road inprovenents on the geonetry side of things",
educati on prograns such as the State's "Click It or Ticket" seat
belt nessage, or increased Driving Under the Influence (DU)
enf orcenent .

M. MacKi nnon specified that this bill would allow the increased
revenue resulting fromthe double traffic fines collected in the
TSC "to be returned to the Departnment”. Those funds would then
be funneled to the Departnment of Public Safety to provide for
t he expense of the increased enforcenment on the TSCs.

9:11: 39 AM
M. MacKinnon informed the Committee that the Departnent of
Transportation and Public Facilities worked with the Departnent

of Public Safety "in crafting"” this |egislation.

M. McKinnon referred the Commttee to four naps [copies on
file] "that illustrate the point that we are trying to make".
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The maps depict a 13-mle segnent on the Parks Hi ghway from
Lucus Road to the Al aska Railroad-Houston Crossing; a 9.94 mle
segnent on the Palner/Wasilla H ghway from G enn Hi ghway to
Parks H ghway; a 17.25 mile segnent on the Knik/Goose Bay Road
from Parks Highway to Point MKenzie Road; and a 26.94 mle
segnent on the Seward H ghway from Potter Marsh to G rdwood

M. MacKi nnon explained that each nmap depicts the |ocation of
each fatal accident that occurred on that specific highway
segnent during the vyears 1977 to 2005. Each fatality 1is
portrayed in either a blue or yellow box. A blue box indicates
that al cohol and drugs were the driver behavior issue involved
in the fatality, a yellow box indicates that such things as
inattention, wunsafe speed, and inproper |ane changes were
i nvol ved. The increased enforcenent proposed in this bill would
have a trenmendous "affect on controlling driver behavior"

9:13: 08 AM

Senat or Stedman asked whether the increased traffic penalties
proposed in this bill would include points against a person's
driver's license or additional penalties for drug and/or al cohol
use of fenses.

M. MacKinnon responded that the bill would be limted to
increased fine penalties. Points against a driver for the
of fense woul d not be doubled in the TSCs.

Co-Chair Green declared that the penalty would address excess
speed.

M. MacKinnon affirnmed. This legislation would "hit them in the
pocket book" .

Co-Chair Geen clarified that the penalty would not affect the
poi nt scenari o.

Senator Stedman, while agreeing that doubling fines "would get
people's attention,” opined that increasing the point penalty
would further the effort to nodify drivers' behavior. Thus, he
asked whet her a di scussion on the point issue had occurred.

Co-Chair Green pointed out that the point issue had not been

addressed when separate |legislation increasing penalties in
construction zones had been di scussed.
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9:15: 24 AM

CI NDY CASHEN, Administrator, H ghway Safety Ofice, Departnent
of Transportation and Public Facilities viewed Senator Stedman's
i ncreased point query as "a good" question. Noting that Duane
Bannock, Director, Division of Mtor Vehicles, Departnent of
Adm ni strati on, could nore appropriately respond to the
guestion, she remarked, "that when there's excessive speeding",
a separate charge referred to as "racing” could be applied.
Poi nts woul d acconpany that charge. Continuing, she noted that,
“"the majority of high risk drivers tend to already have | ost
their license. That's not effective in making them change their
behavior. Wat's effective with them is hitting them in the
pocket book. "

9:16: 19 AM

Co-Chair WI ken suggested that the word "may" in Section 1, page
one line 13 of the bill be changed to "shall", as that would
ensure that the Comm ssioner of the Departnent of Transportation
and Public Facilities would consult with the Conm ssioner of the
Departnment of Public Safety and other pertinent people when
maki ng the TSC determ nation

M. MacKinnon stated that TSCs would "primarily be rural,”
outside of wurban areas. Uban area traffic accidents tend to
occur due to intersection issues rather than "long stretches of
road". It should be nmandatory that the Commi ssioner of
Department of Transportation and Public Facilities consult wth
the Departnent of Public Safety. However, "there mght not be a
local entity to consult with. W wll consult wth any |ocal
entity there is, State, local, or federal."

In response to a question from Co-Chair WIken, M. MacKi nnon
voi ced no objection to changing the word "may" to "shall™

Amendnent  #1: This amendnent replaces the word "may" wth
"shall" in Section 1, page 1 line 13 of the bill.

Co-Chair WI ken noved to adopt Anmendnent #1.

Co- Chair Green objected for discussion.
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Co-Chair Geen asked whether the mjority of TSCs would be
| ocated on State and federal highways.

M. MacKi nnon affirmed they woul d.

Senator Bunde inquired as to whether changing the |anguage from
"may consult with other local, state, and federal agencies.” to
"shall consult with other l|ocal, state, and federal agencies.."
would require the State to consult with nunerous entities prior
to nmoving forward or whether the consultation would be limted
to entities responsible with activities wwthin that |ocal area.

Co-Chair Green observed that the Departnent utilized statistica
information to identify the primary "trouble spots" rather than
consulting "with downtown Wsilla, Mat-Su, or the Gty and
Borough of Anchorage” officials. Continuing, she asked whether
the Departnent consulted wth l|local entities when considering
changing the speed limt on State hi ghways.

M. MacKinnon responded the Departnent, while it "is not
required” to consult with local entities when changing speed
l[imts on State hi ghways, does so "as a matter of courtesy".

Co-Chair WIlken opined the term "'consult' is a pretty |oose
word." The Department should endeavor to provide |ocal entities
with at least, "a mnimal level of consultation. .. It doesn't
speak to being approved or passed by any sort of assenbly or
anything, it'll just let them know," particularly in regards to
any inpending "traffic restrictions".

M. MacKi nnon understood the intent to be for the Departnent to
"consult with other local, State, and federal agencies wth
responsibility for traffic safety in that area”. This would
i nclude the | ocal police departnent.

Co-Chair WIken pointed out that the sentence in question

"speaks to 'a traffic safety corridor

LI EUTENANT JAMES HELGOE, Alaska State Troopers, inforned the
Commttee that the Departnent of Public Safety "does share
information wth all Jlocal and nunicipal |aw enforcenent
agencies for statistical gathering for grant statistics that
come t hrough H ghway Safety."

9: 20: 56 AM
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Li eutenant Hel goe shared that the Departnment of Public Safety
has "good working relationships wth the Wsilla Police
Departnment, the Palner Police Departnent, and all police
departnments in the State.” The Departnent would continue to
share statistical information.

Co-Chair Geen withdrew her objection to the anmendnent.
There being no further objection, Arendnent #1 was ADOPTED.

Co-Chair WI ken asked for an explanation of the Alaska Traffic
Manual handout titled "Draft” [copy on file] the Departnent of
Transportation and Public Facilities had distributed.

M. MacKi nnon expl ained that the Hi ghway Traffic Manual dictates
to the Departnment "when and where signs should be used and how
they should be placed.” The regulations proposed in the Draft
woul d be specific to traffic safety corridors. Including this
| anguage in the Traffic Mnual would allow adjustnments to be
make quickly "were it found that, "for some reason the target we
pi cked was not correct. Wre the language included in State
Statute, the process of changing it would be nore "cunbersone".
If we put it into regulation, it is a nmuch nore tine consum ng
process to change it." "The Traffic Mnual's what governs where
we put signs, how we put'em why we put'em as well as the kinds
of signs" that are placed.

9:22:33 AM

Co-Chair WI ken understood therefore that the |anguage reflected
in the "Draft" docunment "would be inserted into the Traffic
Manual ", were this bill adopted.

M. MacKinnon affirnmed. Continuing, he noted that in order to
establish a TSC, certain "thresholds nust be reached";
specifically the Departnment nust have "a three year record

| ooking back ... and show that the fatal plus nmgjor injury
accident rate per mle exceeds 110 percent of the Statew de
average". After three years, a TSC designation could be

di sestablished were the statistics to reflect "a significant
i nprovenent” in the accident rate.

9:23:30 AM
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M. MacKinnon stated that the establishment of a TSC would be
acconpani ed by publicity and public information. This would al so
occur were a TSC dis-established, as that would substantiate the
program s success.

Senator Bunde agreed with the concept of the program The
"unfortunate"” aspect of the situation is that people nust die
before the program could be established. Continuing, he asked
whet her a local group or governnent could identity a particular
road as dangerous "and appeal to the Departnent”™ to have it
designated as a TSC prior to fatalities occurring.

M. MacKi nnon responded that "there is always the potential” to
do that; however, he questioned whether the anticipation that a
particular road segnent mght be dangerous wthout statistics
woul d suffice. Continuing, he cautioned that establishing "too
many" TSCs could reduce their "effectiveness". He agreed "it is
a sad thing" that lives nust be lost in order to establish a
safety corridor

9:25:23 AM

Senat or Stedman asked regarding "the interaction" that m ght
occur between the Departnent and a small conmunity desiring "to
take a pro-active approach” to reduce speed limts on one of its
roads in order to curtail fatalities. He understood that the
Department "has been fairly responsive" to these types of
requests.

M. MacKinnon affirmed that the Departnment is responsive to such
situati ons when "enough people" are concerned about a particul ar
road. Wiile the Departnent also receives requests to increase
the speed Iimt on certain roads, "there's a |ot nore resistance
to increasing speed limts."

M. MacKi nnon pointed out that on certain road segnents, sinply

reducing the speed limt would "not necessarily result in a
decrease in accidents because it’s the speeders that are causing
the problenms and not the people obeying the speed Iimt." The
Departnment would not post a speed limt exceeding "the

geonetries"” of the road. The goal of establishing TSCs "is to
direct this effort toward driver behavior."

Co-Chair Geen noted that |anguage in Section 1, page 1 lines 9
through 12 mght address Senator Bunde and Senator Stedman's
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concerns about whet her people could request certain roads to be
designated as TSCs. This information reads as foll ows.

In establishing the criteria, the conm ssioner nay consider
accident data and reports, the types and volunme of
vehicular traffic, engineering and traffic studies and
ot her rel evant factors.

Co-Chair Geen believed that this |anguage would provide a
manner through which citizen concerns could be addressed.

M. MacKinnon agreed that the [|anguage would allow "non-
techni cal reasons” to be considered in the establishnment of a
TSC. Again, the Departnent's concern would be that establishing
too many TSCs would be counterproductive. The Departnent has
proposed in the Draft regulations that "no nore than ten" TSCs
be established Statewi de. Establishing too many would reduce
their effectiveness. "There would also be the question of
whether the Alaska State Troopers or the local PDs (police
departnents) would be able to adequately increase enforcenent.”

Co-Chair Geen remarked that that would be a "mjor"
consi der at i on.

Senator O son stated that increasing the level of fines in a TSC
could be characterized as "counterintuitive", as the people
guilty of the offenses m ght be dead.

M . MacKi nnon responded that the "sad part” is that "quite often
the fatalities" are innocent victins rather than the person who
was driving offensively.

Senator O son asked regarding the collection rate on such fines.

M. MacKi nnon responded that he would endeavor to provide this
i nformation.

Senator A son remarked that such information would assist in
determning the effectiveness of the program

9:29: 47 AM
Senator Stedman pointed out that the $5,000 fiscal inpact

depicted on the Departnment of Transportation and Public
Facilities fiscal note #1 should be $5,000 per corridor.
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Consi deration mght be given to increasing the fiscal note in
order to nore accurately reflect the expense of seven to ten
corridors. The cost for seven corridors would be $35, 000.

M. MacKinnon affirnmed the fiscal inpact would be $5,6000 per
corridor. A "significant anount of signage" would be erected in
each corridor to alert drivers they were in a TSC with double
traffic fines. Signs would be placed to designate the beginning
and end of a TSC as well as throughout its |ength.

9:31:17 AM

Co- Chai r W | ken t hought t he af orenent i oned maps wer e
interesting. To that point, he suggested that the nmap |egend
shoul d identity the significance of the blue and yell ow boxes.

M. MacKinnon qualified that each box depicted on the map
indicates a fatality. Blue boxes indicate that alcohol or drug
abuse was a factor in the fatality. Yellow boxes indicate other
factors as being invol ved.

M. MacKi nnon agreed that this information should be specified.
Continuing he noted that the Department of Public Safety was
interested in getting copies of the maps to distribute to their
staff, as the information would assist the Al aska State Troopers
in determining where they should focus their enforcenent
efforts. The red dots on the nmap indicate where major accidents
and fatalities have occurred after a significant highway
i nprovenent. The white dots indicate where accidents and
fatalities occurred before major highway inprovenents.

9:33:15 AM

Co-Chair Geen asked whether the double fine signage at
construction sites has made a "notable difference" in driver's
speed.

9:33:41 AM

KURT SMTH, State H ghway Traffic Engineer, Departnent of
Transportation and Public Facilities infornmed the Cormittee that
no data is available in this regard as such data "is hard to
collect in construction zones". The overall feeling of people
working at construction projects is that the signs "are
generally effective".
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Co-Chair Geen remarked that the signs catch her attention when
she is driving in a construction zone.

9: 34: 53 AM

Senator Bunde noved to report the bill from Conmttee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal notes.

There being no objection, CS SB 261(FIN) was REPORTED from
Committee with previous $5,000 fiscal note #1 dated January 30,
2006 from the Departnent of Transportation and Public
Facilities; previous zero fiscal note #2 dated January 27, 2006
from the Departnment of Public Safety; and new zero fiscal note
dated March 17, 2006 fromthe Al aska Court System

9: 35: 39 AM
#sb271

SENATE BILL NO 271

"An Act authorizing the conm ssioner of transportation and
public facilities to participate in certain federal highway
prograns and relating to that authorization; relating to
powers of the attorney general to waive immunity from suit
in federal court related to those prograns; and providing
for an effective date.”

This was the first hearing for this bill in the Senate Finance
Commi ttee.

JOHN MACKI NNON, Deputy Conm ssioner of H ghways & Public
Facilities, Departnent of Transportation and Public Facilities
explained that a National Environmental Policy Act (NEPA)
del egation six-year pilot program was included in the federa
hi ghway Safe, Accountable, Flexible, Efficient Transportation
Equity Act: A Legacy for Users (SAFETEA-LU), when it was
reauthorized by Congress in the sumrer of 2005. He read a
segnent of a handout titled "NEPA Del egation Pilot Fact Sheet™
[copy on file] as foll ows.

SAFETEA-LU includes a NEPA delegation pilot program for

five states - Alaska, California, G6klahom, GChio, and
Texas. Under the program the five states are eligible to
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apply for delegation of the Secretary of Transportation's
(Secretary) NEPA responsibilities for one or nore highway
projects within the state. The state may also apply for
del egation of some or all of the Secretary's review and
consul tation responsibilities under ot her Feder al
envi ronnent al |aws. The scope of delegation wll be
determined through application to +the Secretary and
execution of a Menorandum of Understandi ng (MOU).

Ti me Frane:

e Duration of the pilot program is six years from
enact nent of SAFETEA-LU. Unl ess extended by statute,
the pilot term nates on August 10, 2011

e The Secretary is required to pronulgate regulations to
establish del egati on application requirenents.
Rul emaking is required to be conplete wthin 270 days
of the Act. Rul emaking is behind schedul e.

« The State may not submt its application unti
* Rul emaking is conplete and
* The State nust advertise the application and solicit
publ i c conment.

e After its application is accepted, the State and
Secretary will enter into an MOU.

Once the MU i s executed, delegation may proceed.

M. MacKi nnon pointed out that this program would transfer "the
decision nmaking process on what | evel of envi ronment al
docunmentation is required out of the hands of the federal
H ghway Adm nistration and puts in the hands of the State

Departnent of Transportation". The State would have "nore
control of the process and the rate at which these environnental
reviews proceed". This program would not reduce environnental

protections or environnental reviews, as the State nust continue
to follow federal Environmental Protection Act guidelines. The
benefit would be that the State could control "the pace at
whi ch” the process proceeds.

M. McKinnon qualified that the program would be limted to
hi ghway proj ects adm ni st ered by t he Feder al H ghway
Adm ni stration (FHWA). Furthernore, the program would be limted
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"to environnmental decision nmaking" and woul d excl ude engi neering
issues. Airport aviation projects and other federal projects
occurring in the State woul d be unaffected.

Senator Bunde ascertained therefore that, even though the State
m ght have nore control, it could strengthen but not reduce
restrictions, as it nust "abide by federal standards".

M. MacKi nnon affirned that the State would be required to abide
by federal regulations and <could not establish its own
envi ronment al policy.

Senator Bunde questioned, therefore, the benefit the program
would provide to the State. To that point, were the State to
participate in this program and a lawsuit regarding its actions
presented "as there often is", the State would be required to
defend its action.

M. MacKi nnon affirned.

Senator Bunde suggested therefore that the fiscal not es
acconpanying the bill nmust "be adjusted” to address that issue.
In concl usion, he asked what "advant ages" the State's
participation in this program would provide, since the State
woul d be required to follow the sanme rul es.

Co- Chair G een understood one benefit to be that the State would
be "in nore of a position" to inprove project tinefranes rather
t han bei ng dependent on federal decision tinefranes.

M. McKinnon affirnmed. The State has no control over the timng
of the federal decision nmaking process. "It would not be unusual
for work to sit on a desk for a significant period of tine."
"There is a greater chance" that docunments "sitting on one of
our desks" could be processed faster.

M. MacKi nnon nentioned that the bill would also pertain to "the
| evel of docunentation required. The mjority  of t he
envi r onnent al docunent ati on" consi sts of "cat egori cal
excl usions" (Cat-Ex's), which are the sinplest form of

docunent ati on. The NEPA process is required for projects such as
road repavings or the construction of an overpass. Under this
program the State would assune responsibility for Cat-Ex
docunentation. Wyen the federal government is involved, "they
make the decision on what |evel of docunentation is required”.
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At times, the federal government required projects that had
historically been subject to Cat-Ex docunentation to be subject
to an environnental assessnent or the nore extensive
environnmental inpact statenent. Wre the State to assune "the
NEPA del egation, those decisions would be made at the State
| evel and not at the federal |evel".

M. MacKinnon affirmed that wth the assunption of this
responsibility, the State would be required to defend its
decisions in Court. Language that "waived the State's inmunity
from suit in federal court” is specified in Section 1 page 1
lines 9 and 10 of the bill. Since "NEPA is procedural law', a
basis for a Court case "would be that the Departnent for one
reason or another did not follow the correct procedure.” The
Court's decision could require the Departnment to go back and

redo somet hi ng, "foll ow ng t he procedure correctly".
Historically in such FHWA cases, the judgnents as well as the
def ense costs have been snall. Neverthel ess, sone of the federal

cases have been | engthy and expensive.

M. McKinnon stated that, were the State to assunme the
responsibilities of the program the expectation would be that
the cost of defending such a case would be considered "an
eligible" individual project cost, rather than a general fund
expense.

9:43: 25 AM

Senat or Bunde voiced concern as to whether what the State would
"be gaining is worth the price."

Co-Chair Wl ken deened "this is just a little tiny piece" of the
answer to peoples’ question as to "why governnent grows".
Referring to the Analysis section of the Departnent of
Transportation and Public Facilities fiscal note #1, he voiced
di sbelief that the work required by the State for assuming the
responsibilities of this program "would require 160 hours a
week". This would be sonething he would be unable to explain to
constituents. Wre this program enacted, he predicted that in
five years, "we're going to sit here and just think the world's
comng to an end because this programs going to go away".
Conti nui ng, he asked whether the State would be able to conduct
t he program using $647,000 in Capital |nprovenent Project (ClP)
receipts and only hire two peopl e.
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9:44: 54 AM

M. MacKi nnon responded that the Departnent based its staffing
determ nations on the nunber of people currently adm nistering
the federal program and on the Departnent's own internal review
of the program "It's not a sinple thing to assune.”

Co- Chair WI ken announced that the question needed to be asked
even though the response provided no relief.

Senator Bunde understood therefore that the project would
require four or five new positions.

Senator Stedman, observing that the expenses associated with the
project and the new staffing positions would be approxinmately
$650, 000 per vyear, renmarked that "we're certainly not paying
these people by the road mle built,” as the State has
historically conducted a trenmendous anount of planning, but has
built few new roads. He voiced concern regarding the sovereignty
of the State as well as the hiring of people "w thout any
paranmeters on production'. He was disinterested in conpiling
of fice hours w thout acconpanying road construction. Therefore,
even though "the intent is good", he was hesitant to expand
pl anning activities. The cost of planning per road mle built
"is alarmng".

M . MacKi nnon advised that the goal of the Departnment was not to
assune NEPA responsibilities "and proceed at the sane pace. The
status quo isn't good enough for us." The Departnent, like the
Legislature and the public, is also frustrated with the tine
that is required to develop a project. NEPA is one of the
factors affecting the tinme it takes to develop a project. The
nmoney the  Departnent has spent on developing ~certain
Environnental Inpact Studies (EIS) or Environnental |npact
Assessnents (EIA) would "astound” the Committee. In addition to
the time spent on developing a project, $8, 000,000 to
$15, 000,000 is typically spent on developing a major project's
ElIS. One factor that increases the ampunt of tine and noney
spent on an EIS is the amount of tine spent "dealing wth the
various resource agencies when they say we need this
information, we need that information, and we need this
information in order to do a conplete environnental assessnent”.
The State is not currently in a position to say, "we don't think
you need that information. The information that's there on this
particular issue is adequate, it's nore than adequate".
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Currently "the federal government nmkes those decisions because
t hey have the NEPA assunption”.

M. MacKi nnon stressed that the State is willing to assune the
risk of making those decisions. "We're a lot |ess adverse to
risk than the federal governnment is in these issues. The
likelihood of a serious mstake in carrying out one of these
docunents because you didn't gather sufficient information is,
the judge would say, well you need to go back and count the
caribou there one nore tine. We're willing to take that risk
The benefits far outweigh the potential costs in that."

9:49: 35 AM

Senat or Dyson asked what would be included in the Contractual
Services $154,700 expense depicted on the Departnent of
Transportation and Public Facilities fiscal note #1.

M. MacKi nnon understood the expense would provide for a NEPA
"expert" attorney in the Departnent of Law. A Reinbursable
Servi ces Agr eement (RSA) bet ween t he Depart ment of
Transportation and Public Facilities and the Departnent of Law
woul d address that expense.

Senator Dyson concluded therefore that adding this position to
the Departnment of Law would be preferred to contracting out for
t hat servi ce.

M. MacKinnon affirnmed. He noted that a |egal sufficiency review
must be conducted on each NEPA docunment before it is finalized.

Senat or Dyson asked whether this would be a new position in the
Department of Law or whether the Departnent of Transportation
and Public Facilities would be contracting for an existing
enpl oyee' s servi ces.

M. MacKi nnon responded that while there is a person in the
Departnment of Law who is "very well versed in NEPA', that person
oversees a nunber of attorneys. The person being referenced in
the fiscal note would be required to have "a fairly specific
education and orientation towards NEPA".

Senat or Stedman requested that the issue of cost of planning per

road mle built be set aside; else w se, upon review, the costs
"would be alarmng”. Continuing, he was curious of the reason
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that Al aska was one of a select group of states chosen for this
pil ot program specifically whether Al aska was chosen because it
"has a harder tinme than other states in getting its projects
t hrough t he NEPA process.

Co-Chair Geen remarked that Alaska Congressman Don Young
included the State in this project. She attested to the tinme and
effort that the State conducts in regards to the NEPA process.

9:52:13 AM

Co-Chair Green stated that, in her opinion, the majority of the
"projects that are very inportant to us are very small potatoes
in Washington DC as far as their inportance on the NEPA interest
level ", particularly in conparison to |l|arger projects being
conducted in other states.

M. MacKi nnon characterized Co-Chair Geen's coments as
"accurate". He noted that half of +the other four states
designated for this program "have ranking nenbers" on the
federal Transportation Conmittee. They want their states to be
included in the five and a half year pilot program This is an
opportunity that the Departnent would not want "to | ose".

Senator Stedman asked the Departnent to provide the Legislature
a report conparing the program expenditures to the road mles
constructed at the conclusion of the pilot program were it
enact ed.

M. MacKinnon trusted that the Departnent would be able to
provide "a netric that will hopefully show an inprovenent over
t he status quo".

Senator Bunde shared that he had "serious reservations" about
what Co-Chair WIken coined as "growi ng governnent: four nore
fulltinme State enployees and the risk of lawsuits.” The net gain
is questionable. He would vote no on the bill.

Co-Chair WIlken noved to report the bill from Commttee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal notes.

Senat or Bunde obj ect ed.

Senator Stedman preferred the bill to be held in Conmttee for
further consideration.
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Co-Chair WIken nmoved and asked unani nbus consent to w thdraw
t he noti on.

W thout objection, the notion to report the bill from Commttee
was W THDRAWN.

Co-Chair Green ordered the bill HELD in Conmittee.
9: 55: 28 AM
#sb308

SENATE BI LL NO. 308

“"An Act authorizing the Al aska Railroad Corporation to
i ssue revenue bonds to finance rail transportation projects
that qualify for federal financial participation; and
providing for an effective date."

This was the first hearing for this bill in the Senate Finance
Conmi ttee.

PAT GAMBLE, President and Chief Executive Oficer, Al aska
Rai l road Corporation (ARRC), Departnent of Commerce, Community
and Econom c Devel opment noted that a handout titled "Al aska
Rai | road Corporation Legislative Request for Bonding Approval”
and "a series of maps" depicting the ARRC s "work plan" for
proposed tract inprovenents during the years 2006 through 2015
[copies on file] have been provided.

M. Ganbl e revi ewed the handout as foll ows.
Page 2
Request Legi sl ative Approval
ARRC desires to issue one or nore series of capital grant
recei pts revenue bonds or notes, in aggregate not to exceed
$165 mllion.

M Ganble remarked that this bill wuld seek Legislative

approval allowing AARC to issue a series of capital grant
receipt (CGR) revenue bonds not to exceed $165 nmillion. The
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"sourcing [of] these bonds" would be as prescribed by Al aska
State Railroad Transfer Statutes.

Page 3
What ?

Rehabilitate Miinline Substandard or
Potentially Unsafe Track

* Single nost inportant purpose for the use of federa
f unds

e Top capital investnent effort and #1 priority since
1996 ...$220 million already invested.

M. Ganble infornmed that in 1996, ARRC began an effort to
"rehabilitate” or rebuild its main rail tracks. This continuing
effort has been primarily f unded by annual federa
appropriations, provided through efforts by Al aska Congressnan
Ted Stevens who recognized that no regular deferred nmaintenance
had been conducted on the Alaska Railroad's (Railroad) nmain line
since it was rebuilt in the 1950s followi ng Wrld War 11

M. Ganble stated that the deferred nmaintenance effort was
further conmpounded by the fact that train mainline derail nment
occurrences were increasing and incurring additional expenses.
That risk of derailnments exacerbated the need for deferred
mai nt enance since the Railroad' s passenger count and hazardous
cargo loads were increasing. Actual track inprovenents began in
1998.

M. Ganble noted that the revenues generated from this bonding
would be used to rapidly accelerate and conplete the deferred
mai nt enance plan on wupgrading the mainline track. ARRC has
continued to request Federal funding through Congressnan Stevens
since it ranked the mainline track upgrade a priority in 1996.
That federal noney has been and would continue to be l[imted to
funding work on the minline rather than being utilized to
support facilities and equipnent. The noney generated by the
revenue bonds requested in this bill would also be limted, with
a few "m nor exceptions”, to the mainline rehabilitation work.

9:59: 09 AM
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M. Ganble conveyed that the "Derailnents, 1996-2005" graph
depicted on page 4 was included to provide an exanple of what
has happened on the mainline since the inprovenents began. The
blue Iine on the graph indicates a dowward trend in the nunber
of derailnments with reportable damage. The "Train Accident Rate"
graph depicted on page 5 conpares the Al aska Railroad accident
trend to national railroad statistics. These graphs "provide
strong evidence" that the deferred nmaintenance efforts are
"having the desired payoff". This fact is what pronpted the
notion anongst Railroad staff that "accelerating" the work on
the main line would provide "a safer railroad faster ...The State
and our custoners woul d expect that fromus." This pronpted this
initiative.

Page 6
Project Information

e 100% CWR from Anchorage to Fairbanks (355 m |l es)

+ 85,000 concrete ties on curves less than 6 degrees (32
m | es)

» Woden ties all upgraded to 35-year cycle

* Al ballast reset

e Conplinented by ARRC Bridge Program ...$30 mllion

e Conplinented by ARRC Col lision Avoi dance Program ... $13
mllion

M. Ganble reviewed the benefits the Railroad would receive from
this endeavor. Wiile it was once thought that Continuous Wl ded
Rail (CWR) would not work in the cold climtes and extrene
t enperatures changes experienced in the State, such as the high
ni nety-degree sunmer tine tenperatures and the sixty-bel owzero
anbi ent tenperatures experienced in Fairbanks. Railroad experts
from other parts of the country "proved" that to be wong. Thus
ARRC is "vigorously" conducting a CAR program OCAR is inportant
because it welds segnents of track together thereby elimnating
joints, which are often the cause of derailnents. "The exchange
of energy" between the rail joints and the train wheels "is hard
on the netals of both and quite often is the single nost
prom nent source of failures on track and damage to wheels. In
addition to inproved safety, CWR tracks are quieter as the noise
generated by the wheels hitting joints is elim nated.
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M. Ganble noted that while concrete ties provide no substantia
benefit over wooden ties on straight stretches of rail

utilizing them on curves increases the stability of the rail and
better absorbs the energy transfer between the track and train
wheels. In addition, concrete ties are easier to place at "the
right degree" to neet the angle calculated for a specific curve.
85,000 concrete ties would be utilized between Anchorage and
Fai rbanks on curves exceeding six degrees. This would further
inprove rail safety, as curves are susceptible to track failure.

M. Ganble also noted that the project would specify a 35-year
tie upgrade cycle. Depending on how nuch water is absorbed by
the tie and other circunstances, a tie typically does not
undergo "serious breakdowns” until about 40 years of use. A 35-
year cycle would provide a "safety margin" and would align with
what "good railroads" in the contiguous United States are doing.

M. Ganble noted that in conjunction wth tie and rai
repl acenent, rock ballast under the railways, including river
rock, would be replaced "with solid granite which interlocks
very tightly and provides a solid bed'. 169 bridges would be
upgraded in conjunction with track inprovenents.

M. Ganble pointed out that while the majority of his remarks
have addressed "mtigating the physical risks of track failure,

collision avoidance is a technology" that s also being
addressed by ARRC. This effort would address "human m st akes and
errors in judgnent". Thus, the Railroad is "simultaneously
reduci ng physical risk as well as human error risks to the

degree affordable and possible with the current technology."” The
effort would be to provide "one of the safest railroads in the
United States within the next seven or eight years”

Page 7
Wy ?

« Consistent with #1 priority

» Faster "take" of safety benefits and risk reduction of
non- human factors

e Continued mtigation effort
- More than 600 passenger trains per year
- 800 mllion gal. Refined product/hazardous
materi al s (30, 000 carl oads)
- 60% = hazardous cargo proportion
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e Builds clarity and budget discipline into capital
program
- Debt service schedule drives yearly capital
apportionment

M. Ganble reiterated that this endeavor would fulfill the
nunber one priority of ARRC. The fact that this effort could
reduce "by as much as ten years” the work that the current
program woul d otherwi se allow would be "worth the prem um that
we would pay through the bonding". The Railroad noves
approximately 600 passenger trains a year and 800,000,000
gal lons of hazardous material on its mainline. The anount of
hazardous material noved by the Railroad is one of the "highest
proportions of hazardous nmaterial cargo” run on any railroad in
the country. Any effort to increase the Railroad safety is "an
obligation" owed to the State.

10: 05: 31 AM

M. Ganble conmunicated that one of the "advantages"” this
| egislation would provide "internally" would be that "l ocking
these dollars in on an annual basis through bonding" would
assist ARRC in determning the level of capital funding that
woul d be avail able for other prograns.

Page 8
Why Now

e SAFETEA- LU makes it possible

« Formula Funds increased 6-fold

* No undue risk to railroad or state

» Consistent with corporate priority

e Mterials costs escalating annually

* G ow ng passenger train demand required nothing | ess
* Desire to get pre-pipeline work done ASAP

No i npact to previous capital plan

M. Ganble stated that after a five-year effort to secure
Federal Transit Admi nistration (FTA) Formula Funds on an annua
basis, ARRC is now entitled to receive a predictable |evel of
funds fromyear to year. The level is based on a fornula relying
on such things as "passenger nmles and the nunber of total mles
on the railroad". The fornmula is also subject to an approxinate
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two percent growmh rate each year. The FTA funding has provided
ARRC a "new tool in the tool kit"; this funding source could be
used "to pay off the debt service".

M. Ganble stated that two other positive events occurred three
years prior: the ARRC match required for federal funds was
reduced from 20 percent to nine percent and the federal Safe,

Accountable, Flexible, Efficient Transportation Equity Act: A
Legacy for Users (SAFETEA-LU) "fornula for attributable mles to
the Al aska Railroad has increased from ten percent attributable
mles to 60 percent attributable mles"”. This neant that the FTA
formula dollars increased from approximately five mllion
dollars a year to approximately $30,000,000 a year. Therefore,

were the ARRC able to provide its "low' nine percent match, ARRC
could depend on receiving total funds ranging between
$30, 000,000 to $36,000,000 into the future. These events
provided ARRC the opportunity to consider a bonding proposa

simlar to the one presented in this bill.

M. Ganble declared that this proposal is consistent wwth ARRC s
priorities. It would also provide ARRC the ability to inprove
mat eri al s managenent; particularly as ARRC could make bul k stee
purchases and store the steel in order to avoid continuing price
i ncreases. Furthernore, the increasing passenger train traffic
woul d benefit from safer tracks.

M. Ganble also noted that this proposal would allow pre-
pipeline wrk to be conducted in anticipation of t he
construction of the State gas pipeline. Railroad tracks and
bridges nust be ready to handle the |oad capacities that would
be required.

10: 08: 20 AM

M. Ganble stated that these inprovenents would provide the
Railroad the "ability to flow' the demands of the pipeline into
"“our current custoner |oad without cutting other custonmers off."

M. Gnble reiterated that the bond proposal would not i npact
the Railroad's capital program

Page 9

Proposed Fi nanci ng
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e $165 mllion authorization requested

e Currently planning three bond sales over next siXx
years
- Maxi mum annual debt service: $19.1 million or 49%
of available FTA/match for year
* ARRC Board approval required for each project and bond
sal e

M. Ganbl e reviewed the proposed financing pl ans.

M. Ganble noted that the "Debt Service as a Percent of Formula
Funds/ Mat ch" graph on page 10 depicts the program s debt service
percentages from the year 2007 through 2024. The maxi num | evel
of 49 percent would be anticipated in the year 2014, with the
debt dramatically decreasing toward zero from the year 2017 to
2024.

M. Ganble reminded the Conmittee that this debt service is
"just one element” of the Railroad' s debt. Some other smaller
Rai |l road "borrow ngs" would also be retiring at that time. The
Railroad's "debt position™ would remain "very healthy during
this whol e process”.

M. Ganble concluded his presentation. He could provide
additional financial details or review the remaining information
in the handout if so desired by the Conmittee. The remaining
information in the handout would provide "additional detai
about sonme of the nethodol ogy and considerations that have gone
into this proposal".

10: 10: 43 AM

Senator Dyson, being "visually oriented”, appreciated the charts
and maps provided. Continuing, he asked the location of Wsh
Bone Hill, as that is the prospective site of a new coal plant.

M. Ganble replied that Wsh Bone H Il is located in the
vicinity of Palner, which is not on the Railroad' s mainline.

Senat or Dyson observed that each of the maps from the year 2007
to 2015, depict two views of the Railroad's mainline. The view
on the left of the page depicts the projects occurring that
specific year and the view on the right depicts "the cunulative
status of the track" to date.
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M. Ganble affirmed. He apol ogized for not fully explaining the
maps earlier.

Senat or Dyson, referencing the map for the year 2015, asked for
clarification as to whether the track at Hurricane, mlepost
281.4, was CWI' on wooden ties.

M. Ganble stated that was correct.

Senator Dyson understood that <concrete ties usage would be
l[imted to the areas highlighted in yellow wth orange borders,
as specified in the map's | egend.

M. Ganble acknow edged that due to the small map scale, it is
difficult to show nuch detail about individual projects.
Concrete ties would be utilized at any point of the track
containing a curve over six degrees. For exanple, he pointed out
that, as highlighted by the yellow and orange coloring on the
map, concrete ties would be used on a curve near Broad Pass.

Senator Dyson ascertained therefore, that concrete ties would
al so be used between Potter, mlepost 100.6, and Bird, mlepost
81.7.

M. Ganble affirmed. There is a lot "of curvature" in that area.
Senator Dyson ascertained that the narrow red line depicted on

the map woul d indicate areas with regular un-welded Iine on wood
ties.

M. Ganble affirmed. For exanple, the line near Eielson Ar
Force Base near Fairbanks, mlepost &4, is reflected as a
narrow red |line because that line "carries far far |ess tonnage

than the main [ine". That segnent was constructed after the main
line and would not require upgrading. He reiterated that the
view on the right side of the map reflects the cunulative
project status and the view on the left side is that year's work
pl an.

Senat or Dyson deened the maps "very hel pful "

Senator dson, noting that 80,000 joints would be upgraded,
guestioned the total nunber of joints on the track.

10: 14: 57 AM
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M. Ganble stated that this information would be provided. A
sinple calculation involving the length of the track would be
required.

Senator O son understood that rails were made with joints to
accomobdat e expansi on and contraction. Further information as to
how CWR woul d acconmpdat e t hese occurrences i s desired.

M. Ganble likened this to the question about "which cane first

. the chicken or the egg?" for there is disagreenent as to
whether train track joints were the result of rail Ilength
capabilities or tenperature related characteristics. The rail
| engt h used today has been constant since the 1860s.

M. Ganble explained that specifically trained personnel nust
conduct the CAR forced weld under exact circunstances. Expansion
and contraction can be accommpbdated with a CAR, however extreme
"vigilance" of the track for signs of wggling or buckling nust
occur. The experience is that the CAR "could handle" the State's
tenperature conditions. A few instances have occurred during
times of "extremely hot weather for several days" in which rails
have experienced "heat soak" and have expanded and attenpted to
wi ggl e. However, the rail ties have securely held the rails in
pl ace. Such experiences are mnor in conparison to the
mai nt enance cost savings that the CAWR provide. In summary, he
concluded that "there is a science” to the CARs and the process
must be done correctly.

Senator Dyson inquired to the nunber of track mles on the
Rai | r oad.

M. Ganble advised that the Railroad's nmainline is approximtely
500 mles |ong.

Senat or Dyson asked the length of a traditional rail segnent.

M. Ganble noted that the CWR rail could be welded into a
continuous segnent of "up to half a mle". That piece could be
| oaded onto a work train and "fed" onto the track from the
train. Aregular piece of rail is 80-feet in |ength.

10: 18: 58 AM
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Senat or Bunde asked for confirmation that these bonds would be
used to maintain existing track rather than to expand the |ine.

M. Ganble affirned.

Co-Chair Geen noted that Menbers' packets contain a letter,
dated March 14, 2006 from Tom Boutin, Deputy Conm ssioner,
Department of Revenue to Bill O Leary, Vice President Finance
and Chief Financial Oficer, A aska Railroad Corporation [copy
on file] that addresses the debt liability that would be assuned
by the ARRC with the issuance of these bonds.

Senator Bunde stated that his concern was in regards "to an on-
going systemc problenf, as, since "the Railroad is an
instrument of the State when Railroad earnings are used to pay
this, or if there should be a problem it's really State noney
its just not general fund noney."

Based on two rails, a total mainline length of 500 mles, and
rail lengths of 80 feet, Senator Dyson calculated there to be
66, 000 joints on the mainline of the Railroad.

Senator Stedman noved to report the bill from Commttee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal notes.

There being no objection, SB 308 was REPORTED from Conmittee
with previous zero fiscal note #1 from the Departnent of
Commerce, Community and Econom c Devel opnent.

#

ADJ OURNIVENT

Co-Chair Lyda G een adjourned the neeting at 10:20:40 AM
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