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ACTI ON NARRATI VE

CHAIR KYLE JOHANSEN called the House Transportation Standing
Commttee neeting to order at 1:34:04 PM Represent ati ves
Johansen, Neuman, Fairclough, Doogan, Keller, Johnson and Sal non
wer e present.

PRESENTATI ON: STATE TRANSPORTATI ON | SSUES BY COW SSI ONER VON
SCHEBEN

1: 34: 19 PM

CHAI R JOHANSEN inforned the commttee he asked Conmm ssioner Von
Scheben to wupdate nenbers about what is going on at the
Departnment of Transportation and Public Facilities (DOT&PF). He
then said that next Tuesday's neeting wll be about current
i ssues facing the Alaska Mrine H ghway System He planned to
follow up on those issues later in the session. He also planned
to begin an extensive discussion about the procedures used to
devel op the Statew de Transportation |nprovenent Projects (STIP)
[ist next week. Chair Johansen asked that information fromthe
departnments be provided to the commttee the day before the
neeting so that nenbers have sufficient time to review it and
formul ate questi ons.

1:36: 27 PM

LEO VON SCHEBEN, Conmi ssioner, Departnent of Transportation &
Public Facilities, told nenbers he has been the DOT&PF
comm ssioner for a little wunder one year and thanked the
commttee for inviting him to speak. He introduced Frank
Ri chards, Professional Engineer and Deputy Conmm ssioner of
H ghways; Denni s  Hardy, Pr of essi onal Engi neer and Deputy
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Comm ssioner of the Alaska Marine H ghway System Nancy Slagle
Director of Admnistrative Services; and Mary Siroky, Liaison
Oficer.

1:38: 00 PM
COWMM SSI ONER VON SCHEBEN provi ded the foll owi ng presentati on:

On Decenber 11 of 2007 | put together about 14 of the
DOT managenent and had a strategic planning neeting in
Fai rbanks and developed a mssion vision and re-
evaluated nmy business goals and canme up wth ny
busi ness phil osophy and goals for the departnent. 1'd
like to share those with you

On  page 1, the mssion of the Departnent of
Transportation and Public Facilities is to provide for
safe novenent of people and goods and delivery of
state services. This business philosophy 1’'ve had
over the years of private practice of over 40 sone
years. | believe in custoner satisfaction and
enpl oyee satisfaction, a quality product, nmanage the
noney and have sonme fun. | believe in those five
princi pl es and have brought those to the departnent.

When | first came on board a year ago, Senator J son
asked me do | have a vision for the departnment and |
went, uh, no, | don't. Since then | have devel oped

one and I'd like to share that with you. At that
strategic planning [neeting] on Decenber 11, we cane
up wth a Departnent of Transportation and Public
Facilities that plans, designs, constructs, operates
and nmaintains quality, safe, efficient sustainable
transportation and public facilities that neet the
needs of Al aska's diverse population, geography and
growi ng an econony. That’s our vision. Now the goals
— we came up with four goals at our Decenber 11'"
nmeet i ng.

W' re still working on that strategic plan. | still
have to do sonme fine tuning of it but ... the four
goal s that cane out of that neeting [were] inprove the
safety of transportation syst ens, devel op a
transportation system for econom ¢ devel opnent,
i ncrease efficiencies and beconme nore transparent, and
I’Il go a little bit into each one of those and share
some points with you. Those are the four goals that
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|’m going to be using in our strategic planning in the
next three years with the departnent during the Palin
Adm ni stration.

1: 40: 03 PM

REPRESENTATI VE NEUMAN wel coned Commi ssioner Von Scheben and
asked what procedures he plans to change to acconplish his
goal s.

COWM SSI ONER VON SCHEBEN sai d he sees no need to change DOT&PF s
m ssion statement; it does not differ nuch from the past but he
does see a need to change the goals. H s goals are neasurable
so he can be judged on acconplishing them during his three year
t enure.

1:41: 11 PM

CHAI R JOHANSEN sai d he thought DOT&PF has statutory m ssions and
measures witten by the legislature. He asked if the
commi ssioner’s goals differ fromthose m ssions and neasures.

COMM SSI ONER VON SCHEBEN said he is not aware of the statutory
goals but he nmet with 14 staff to determ ne the new goals so he
believes his staff is aware of the statutory mssions and
neasur es.

CHAIR JOHANSEN said he would like to see the two sets of goals.
He told the commissioner that the commttee would send him a
list of the questions that are not answered today.

1: 42: 29 PM

REPRESENTATI VE SALMON asked whether the econom c devel opnent
goal pertains to econom c developnent in comunities or for
DOT &PF.

COWM SSI ONER VON SCHEBEN said the econom c devel opnent goal i
for the state in its entirety. He said his strategic plan wl
identify specific, measurable goals in that area.

S
I

REPRESENTATI VE NEUVAN asked the conm ssioner to include
statewi de projects that need infrastructure to be devel oped.

COWMM SSI ONER VON SCHEBEN agreed to do so.
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REPRESENTATI VE NEUVAN noted a road in the |zenbek [National
Wl dlife Refuge] connects to comrunities that need attention.

COWMM SSI ONER VON SCHEBEN sai d he supports road building and wll
be happy to do so. He continued his presentation, as foll ows:

On slide 2, | think what I'd just like to share with
you is — and I'm not going to read all of these
nunbers, but in 2007, we put on the street wunder
contract $564.8 million worth of work, a significant
injection of noney into the econony: Central had
$220, Northern had $147.7, Southeast had $78.9,
Aviation had $176.8, Hi ghways $229.7, and Facilities
$139.6 and $18.7 for Marine. That is what went out on
" 07. | think what’'s nore interesting is what we're
going to do in ’08. W’ re going to put out there
$675.3 mllion divided up through Central, Northern
Regi on and Sout heast. You can see those nunbers:
$398, $130, and $140. The Aviation comunity wll get
$182. 4, the H ghway comunity will get $343,
Facilities, which is one |I'm very interested in
elevating and |I'Il share that with you later, $102.5
and Marine will get $47 mllion. That kind of gives
you a spread of where we're putting our noney out
t here.

1: 45: 04 PM

REPRESENTATI VE FAI RCLOUGH asked to see the 2006 breakdown. She
noted the governor vetoed many itens in the capital budget. She
said it is her understanding that sone of the architecture and
engi neering firms have | ess work going forward so she would |ike
to see the trends of state investnent before 2007.

COWM SSI ONER VON SCHEBEN offered to provide that information.
He remarked that he was part of the engineering community in
2006; there was no concern about a downturn at that time but he
believes there is now because the federal highway fund 1is
“starting to go south.”

1:46: 33 PM
REPRESENTATI VE FAI RCLOUGH concurred and thought the engineering
industry may be experiencing sone softening. She wants to

determ ne whether that industry is prepared for federal funding
decreases and how the |l egislature can help to address that.
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COM SSI ONER VON SCHEBEN said he would like to spread that
nmessage to the architecture and engineering conmmunity to help
themw th future planning.

1: 47: 26 PM

REPRESENTATI VE DOOGAN noted the conmm ssioner’s project goals are
listed by calendar year while |egislative appropriations follow
a fiscal year. He asked if calendar year 2008 refers to the
second half of 2007 and the first half of 2008, and whet her
| egi sl ative appropriations have already been made that do not
show up on the list because they are not in the cal endar year
2009.

COWM SSI ONER VON SCHEBEN deferred to Ms. Sl agl e.

NANCY SLAGLE, Director, Dyvision of Admnistrative Services,
Departnment of Transportation & Public Facilities, told nenbers
that federal funds can be appropriated in one year but not used
until the next year so there is an ongoing overlap of the state
and federal fiscal years and the calendar vyear. She said
Representative Doogan is correct in that funds could have been
appropriated that are not included in the chart for one reason
or anot her. The nost likely cause for their omssion is the
timng of those projects.

1:49: 02 PM

REPRESENTATI VE DOOGAN said the legislature hears a |ot about
“lag” when discussing appropriations and that, on average, a
dol l ar appropriated this session would not be on the street for
three years. He asked when the projects in DOT&PF s current
capi tal budget request will actually get started if that request
is approved by the | egislature.

M5. SLAGLE explained that with sone appropriations the projects
are started right away. The departnent typically presents to
the legislature capital project requests that wll receive
federal funding in the next federal fiscal year, which begins
Cctober 1, based on the STIP and on the anmount DOT&PF will get
for the Airport Inprovenent Program (AIP). If the difference in
fiscal years creates a lag, or if DOT&PF encounters issues, such
as right-of-way or environnental issues that delay a project, a
project would have to be shifted. She suggested that Jeff
Otesen address that scenario when he discusses the STIP wth
the conmittee.

HOUSE TRA COW TTEE - 6- January 17, 2008



CHAI R JOHANSEN remarked the commttee will have plenty of tine
to go through those details.

1:51: 11 PM
REPRESENTATI VE JOHNSON conment ed:

If we could break these nunbers down into budget years
that we deal with, I think we'll get a better apples-
t o- appl es conparison and, in terns of when you get the
nmoney, | know it’s anticipated it may or nay not cone
when you think it is but if you anticipate spending
it, 1'd certainly like to do an apples-to-apples
conparison and use what we’ ve appropriated versus
spent, etcetera, etcetera, and | don’t think we can do
this with a calendar year breakout that 1is this
general but | think we could if it was the fiscal
year .

COWM SSI ONER VON SCHEBEN agreed to provide that information. He
said the chart he provided should give nenbers an idea of the
anount of noney out on the street now. He continued his
presentation, as follows:

I’d like to talk about acconplishnments. Safety is a
big thing at DOT. The strategic highway safety plan
is conpl eted and approved.

W have two established traffic safety corridors and
are [indisc.] on results. We anticipate three nore
traffic corridors being established in 2008. The
safety corridor is one of those corridors that has a
sign that has a little yellow marking above the top
that would double fines. It really does seemto work.
| drive one specifically out of Wasilla to Big Lake

| have seen a real change in the driving attitudes in
t hat one stretch

511 Program — |I’'Il talk about that in a second here
It’s going. The road weather information system is
wor ki ng. The intelligent transportation system for

commercial vehicles, if you drive out of Anchorage you
go past a little station, there’'s a little pole that
goes over the top of the road with a little device on
it. That neasures the truck’s weight, length, [and]
certification if they're in the program so the truck
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doesn’t have to stop at the weigh stations. It’s a
clear shot right up to Fairbanks or whatever so it’s a

new program | was involved in the ribbon cutting
ceremony of that just recently and it’s active. | f
any of you are interested and want to |ook at it
further, 1'’d be happy to give you a mni-tour. I

think it’s areally interesting part of technol ogy.

Si ze-weight enforcenment — this is a new program W
have roving patrols for a check for conpliance. We
just deployed them throughout the state for the first
time ever. | believe they' re working on conpliance of

the trucking industry to make sure that they' re not
overwei ght and they have all their certifications.

1: 54: 20 PM
COW SS|I ONER VON SCHEBEN cont i nued:

Safe routes to schools — as a program it’s ongoing.
W' re going to nake sure the kids get to school safely
and it’s federally funded.

Slick 2 ..
1:54: 41 PM

CHAIR JOHANSEN asked, regarding the size-weight enforcenent
program where the roving patrols are |located, the effect of the
program and whether state-owned vehicles are subjected to the
sane standard as private vehicles.

COWM SSI ONER VON SCHEBEN said he would provide answers to those
gquesti ons.

1: 55:41 PM

REPRESENTATI VE NEUVMAN noted he asked the Central Region director
for information on the highway safety traffic corridors,
particularly from Big Lake to Wasilla for statistics. He is
aware that no deaths have occurred since that program was
i npl enented and he would like to let people in the area know
what that neans. He said that highway is the nobst dangerous in
the state; it has triple the nunber of fatalities and accidents
than the Seward highway. He said the Knik Road is probably the
third nost dangerous highway in the state and asked what is
bei ng done to inplenment a highway safety zone there.
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COW SSI ONER VON SCHEBEN repl i ed:

: We have three other safety corridors we’re | ooking
at . One is the Kni k-Goose Bay one. | believe we're
very close to putting that on line. I’11 have to
check with Gordon but | think he said we mght be
doing it this sumer. [’m not positive about that.
Sterling H ghway from Scout Lake to Kenai, we're
| ooking at one there and we’'re |ooking at one on the
Pal mer-Wasilla H ghway. Wat you don’'t want to do is
have a bunch of these all over the place because then
we’'re all driving the same and the idea is to identify
a serious area and Knik is one so we want to take care
of that.

1: 57: 36 PM

REPRESENTATI VE NEUMAN asked what changes occur when a highway
safety zone is designated and whether the nunber of highway
patrols is increased.

COMM SSI ONER VON SCHEBEN said nore state trooper visibility and
doubl e fine signs are used as deterrents.

1:58:18 PM

REPRESENTATI VE NEUMAN asked what DOT&PF is doing to ensure port
security.

COW SSI ONER VON SCHEBEN deferred to M. Richards.

FRANK RI CHARDS, Deputy Conm ssioner, of H ghways and Public
Facilities, Departnment of Transportation & Public Facilities,
told the conmmttee that security provisions for ports and cargo
are admnistered by the Transportation Security Admnistration
(TSA) in the federal Departnment of Honeland Security. DOT&PF
wor ks hand-in-hand with TSA on state-owned ports but DOT&PF does
not have an enforcenent arm

1:59: 21 PM

REPRESENTATI VE NEUMAN asked that DOT&PF report back to the
commttee on what it is doing to work hand-in-hand with the TSA

COWM SSI ONER VON SCHEBEN agreed to do so and continued his
present ati on:
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Slick 4 — this is the state funded transportation

pr ogram Back in Septenber, the previous deputy
commi ssioner of highways and nyself approached the
governor wth a ... need - for a state-funded
transportation program She took that under
advi semrent and the governor just recently ... put a
plan out there that you all have to approve — it’'s a
state-funded transportation program W see a real
need for that. Basically, shrinking federal highway
funds - the federal highway trust fund is going

negative in 2009, we're going to be getting |ess
f ederal noney.

W can do projects faster with state noney. I’d Iike
to share a couple of points with you .... Using state
funds to do projects, we did the Abbott Loop-El nore
Road extension, the design was in 2003 and

construction was conpleted in 2007 — four years for a
significant project using state funds. That’ s one of
the biggest pluses that | see in a state funded
pr ogr am The MCarthy Road mmjor nmaintenance would
have taken us three years using federal funds but it
was done in a year. The Richardson Hi ghway, 265 to
341, was done in two years, which it normally would
have taken five years. There are sone real advantages
to using state funds to get projects done over the
federal funds and we just are in a unique situation
where our federal funds are going south on us.

"Il show you a slide in here regarding that exact
i ssue.

CHAI R JOHANSEN noted that both of the [governor’s] bills are in

the House Transportation Standing Committee and wll
revi ewed.
2:01:49 PM

REPRESENTATI VE FAlI RCLOUGH asked:

Comm ssioner, in an effort to prioritize state
spendi ng noney, have you developed criteria then for
recommending a state project and usage of state funds
versus federal funds so that on the larger projects
where we know that there’s going to be tine

be
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constraints and nultiple funding? Do you understand
nmy question?

COWM SSI ONER VON SCHEBEN asked if she was referring to the new
stat e-funded program

REPRESENTATI VE FAI RCLOUGH sai d she was not but acknow edged t hat
she supports a state-funded program She conti nued:

| think that we need to invest in infrastructure and
when we | ook to the bridge that collapsed in the Lower
48 and then |ooking at assessnents across our state |

think that there’s a definite need and sagging
infrastructure that needs an infusion of dollars. But

we still have federal appropriations coming in and we
have state [general fund] and we understand that

there’s going to be a tenporary increase in revenues
to the State of Alaska right now. What criteria are
you using to base decisions on investing state nobney
versus federal noney? And | want to know if they're
solidified so that we can count on that criteria when
we see a state project in a request for state funds in
t hat package.

COW SSIONER VON  SCHEBEN deferred to Deputy Comm ssioner
Ri chards to answer.

MR. RICHARDS said DOT&PF has not yet developed selection
criteria. He noted, as the conm ssioner nentioned, one of the
greatest transportation state fund efficiencies is due to the
fact that a project can be conpleted in a judicious tinmefrane.
He conti nued:

So that if we see a very conplicated project that has a | ot
of right-of-way, a lot of environnmental issues, likely that
woul d be the best use of federal dollars. Wen we see
projects that are straightforward, easy to go out with and
woul dn’t require a trenendous anmount of federal burden,

state dollars would be best used. So we hope to devel op
that criteria over the timefrane from the time of
appropriation until we actually get the funds appropriated
to us.

2:03:56 PM

REPRESENTATI VE FAIRCLOUGH recalled the governor’s proposa
contains $100 million in bonds. She said she understands the
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chal l enges caused by the tinme lag, but asserted it would be
hel pful to legislators as they consider projects to know that it
is investing state dollars wisely on projects that need to be
conpl eted quickly for safety or other reasons. In addition, the
| egi sl ation does not want to reduce the traction it has had at a
federal level to nove larger projects in a paced way. She said
it would be helpful to have criteria to use to determ ne which
source of funding should be used for each project. She not ed
she will continue to ask for criteria as the commttee reviews
t he governor’s proposals.

CHAI R JOHANSEN agreed that sone criteria should be devel oped.

2:05:27 PM

REPRESENTATI VE DOOGAN referred to a chart on page 4 and asked if
the chart is based on the assunption that DOT&F w Il receive
$500 mllion per year for two years, which is in the governor’s
pr oposal .

COW SSI ONER VON SCHEBEN said it is.

REPRESENTATI VE DOOGAN asked if [the transportation fund] would
be receiving a 7 percent return in the year 2010.

COWMM SSI ONER VON SCHEBEN said it is set up to earn 5 percent, or
$50 million per year.

2:06: 16 PM
COWMM SSI ONER VON SCHEBEN conti nued his presentation:

Sonme nore of our efficiencies - there’'s a slide there

of chip sealing and crack sealing. W' re using new
techniques to extend life of pavenent. The slide on
the right | have personal know edge of. The [Indisc.]
None State Ofice Building — I was up in Nome and
visiting that facility. | have made a goal in ny
career here at DOl as to elevate the inportance of
public facilities. This building and that water you
see there is not fresh water, that’s salt water. None
got two floods over the rip-rap wall there and that
building is not in a good |ocation. W have issues
regardi ng code, heating, roof. W' ve been hit twce
with salt water. So we're going to work on getting

sonme of these public facilities that the state has and
we have 700 of them — 700 buildings that are DOT's
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buildings and a lot of them are 30, 40 years old so
|’ mgoing to be working on that.

The ports and harbors — we had $5 mllion |ast year
all ocated to us. This year we're putting in for $10
mllion — we’'re working on still turning over the

harbor transfer programto the cities and the boroughs
so that programis going well.

2:07:46 PM

Slide 6 — Ted Stevens International - sone of the
acconplishnents at Ted Stevens — A and B concourse
r enodel . If you' ve been in the termnal lately it’s
going very well and it’s $200 mllion worth of work.
| think it’'s one of the best kept secrets in
Anchor age. That termnal building is really going to

| ook sharp when it's all said and done. A and B
concourse will look like C concourse. C is the one
you go through all of the time right now with the
elevators and the beautiful interior. Fai r banks,
they’'re getting a whole new facelift there, not even a
facelift. ... They're getting a whole new termnal in
Fai r banks. It’s going to | ook spiffy. |’ m guessing
about 75 percent conplete so if you get a chance to
Vi sit Fai r banks, it’s a very unique piece of

architecture and quite a facility.
2:08: 48 PM
COWMM SSI ONER VON SCHEBEN cont i nued:

Al aska Marine H ghways — we haul ed nore passengers and
cars this year than last year, carried nore vehicles

and passengers this year. Marine Hi ghways |’m sure
we' |l talk some nore about.
The gas line preparation — | have hired a gentleman by

the nane of John Reeves, specifically hired to take
care of gas line preparedness for the infrastructure.
He is working out of Fairbanks and he is working with
me; he reports to nme directly. W have just conpleted

a study for the entire state for the gas Iline
infrastructure and what needs to be done to get it
ready. |’ve also asked John to tell the consultant
and be nore specific on his study and work on the
Dal t on Hi ghway. | think that’'s going to be a mgjor
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lifeline of the gas pipeline no matter what direction
it goes. That study wll be done within the next
couple of nonths, so I'"mreal excited about that.

CHAI R JOHANSEN said the conmttee has heard testinony about the

inpact the gas pipeline construction wll have on the road
system He asked whether the study will contain projections for
expenditures that will be incurred and whether that wll affect

the state’s overall transportation system
2:10: 17 PM

COWMM SSI ONER VON SCHEBEN rel ated that a draft of the first study
is finished and addresses what effects the gas pipeline wll

have on the state’'s infrastructure. The second study will be
nore specific to the Dalton H ghway. He expects the Phase 2
study to be conplete within a few nonths; he will share it wth

the comm ttee.

CHAI R JOHANSEN acknow edged know how inportant the gas line is
to the entire state, however he noted concern that it mght
delay or stop projects elsewhere in the state. He said he | ooks
forward to getting that information.

2:11:55 PM

REPRESENTATI VE FAI RCLOUGH asked to see a copy of the study and
asked:

| was wondering if there is also a tineline associated
with those inprovenents to be on the ground for a gas
line if we’'re looking at a |licensee right now that has

a faster paced novi ng pr oj ect for i censing
requi renents whether we can actually — if the study
will do us any good to point us in a direction.

COWM SSI ONER VON SCHEBEN said he cannot pick a date for the
pi peline, but he believes the Dalton H ghway project is one that
could be conpl eted. He expressed concern that nothing happens
for ten years because DOT&PF didn't know exactly when [the gas
line] would begin. He noted a double advantage to conpleting
work on the Dalton H ghway: it would be beneficial to the
traveling public and the gas pipeline. He renarked:

If I can get the Dalton H ghway ready for the gas
pipeline, I wll at least get half of it ready, and
then we’ll probably be under sonewhat of a quick pace

HOUSE TRA COW TTEE -14- January 17, 2008



to do the rest once something is selected. So | am
thinking just |ike you are. I’m just wondering how
much do | have to get ready from/[indisc.].

2:13:48 PM
REPRESENTATI VE FAI RCLOUCGH r esponded:

M. Chairman, ny tinmeline wasn’t when the construction
of the pipeline would be, but the tineline on the
projects that are indicated for inprovenent in the
study that’s conplete, and then that in conparison
with the Dalton’s priority inside of — | assune then
the Dalton is inside the study for an inprovenent on
the — and that’s why you' re asking for a second study.

COW SSI ONER VON SCHEBEN expl ai ned he asked for a second study
because the first study was conpleted two years ago and he
wanted nore current nunbers. He noted that he also wants M
Reeves to neld that information with DOT&PF s plan to bring it
up to date, specifically regarding the Dalton H ghway project.
Comm ssi oner Von Scheben nentioned urban congestion reduction
and the “Connect Anchorage Initiative.”

2:14: 42 PM

COWM SSI ONER VON SCHEBEN, in response to Representative Sal non
clarified that Phase 1 is a study of the entire state. Phase 2
is nore specific to the Dalton Hi ghway.

REPRESENTATI VE SALMON asked for a copy of the draft studies.

COWMM SSI ONER VON SCHEBEN said he will share a copy of the Phase
2 report when it is conpleted.

CHAIR JOHANSEN asked that all responses to requests for
information from conmittee menbers be delivered to him and he
will have themdistributed to nenbers.

2:15: 24 PM

COWMM SSI ONER VON SCHEBEN returned to his presentation:

kay. Knik to Anchorage, | would like to nmention a
l[ittle bit about that. ... Through the Knik Anchorage
Initiative, the State of Alaska and Minicipality of
Anchorage have agreed to work cooperatively to seek
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funding to reduce congestion by developing and

constructing mssing roadway links and the existing
roadway system Knik to Anchorage is kind of an east,
west, north, south and it’s going to help wth

congesti on.

Wrking on rural ai rport | easi ng, making | and
avai l abl e for econom c devel opnment — exanples - Seward
airport relocating a power line to make four Ilots
devel opabl e. Three of the new lots are generating
revenue. W' re doing those kinds of things at the
ai rport areas.

Transparency ...
2:16: 55 PM
COW SSI ONER VON SCHEBEN cont i nued:
The transparency aspect — acconplishnents recently and

this wasn't ny idea, by the way. At the Northern
Regi on Transportati on Forum Representative Jay Ranras

cane to ne last fall and said - Frank introduced ne
to...Representative Ranras - and he said wouldn’t it
be nice if the DOT could cone up to the north and give
us a spiel on what DOT does. | thought that was an
excellent idea. W had that forum It was a one-day
get together. W invited mayors, representatives, and
Native | eaders and we tal ked about what DOT does. |I'm

going to have one in Southcentral here this fall and
then Southeast we're going to have one in ’09. I

strive very hard to communicate with the public. In
fact, well | nentioned, | do a lot of public speaking
and | don't want to go into a great deal there. I

must average four speeches a nonth just getting out
there talking to the comunities.

Qur STIP program is an open public process and it’s

ongoi ng. W’'re about to wap up another STIP here.
AlP, Airport Inprovenent Program is an open public
process. It’s going well. | threw in this Elnore
Road because | thought that was a unique project.

It’s a north-south connection that cuts two mles off
a one-way trip from Hllside to East Anchorage.
That’s a very special project.
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If you get a chance to drive that, it’s a very unique
project and, like | nmentioned before, it’'s done in
four years when it would have taken us many nore than
t hat through federal funding.

2:18: 41 PM
COW SSI ONER VON SCHEBEN conti nued:

This slide here I think is — 1 want to kind of inpress
upon you on Slick 8 — this is our highway trust fund.
It’s our national slide here. This just shows that
the federal highway trust fund is going south on us.
W're going to be out of funds in 2009. ... W're
going to be stressed for getting federal funds and
this is another reason why the DOT is very supportive
of a state-funded transportation program that the
governor has submitted to the legislature. So, we get
about 70 percent of our noney from federal funding and
not to say we’'re going to lose all of that noney but
we’'re going to be down sonme. In fact, Frank, you said
somewhere around 20 or 30 percent?

DEPUTY COWM SSI ONER RI CHARDS responded affirmatively.
COWM SSI ONER VON SCHEBEN cont i nued:

W re estimating 20 or 30 percent down in federal

funds in 2009, 2010, so ... we could take a
significant hit and I don't know ... what the Congress
is going to do. | can’t believe they' Il let that go

negative, but it is a real challenge to us.
2:19: 48 PM
CHAI R JOHANSEN asked how the governor’s stated reluctance to
accepting federal earmarks will inpact the revenue flow to the
state. He also asked how many federal earmarks DOT&PF requested
this year.
COWMM SSI ONER VON SCHEBEN r esponded:

Part of the reluctance in earmarks is a policy to

use earmarks. Let nme just give you an exanple. A
certain area wll go and get a mllion dollar earmark
for a road job and that road is a $10 mllion — |I'm

just giving you an exanple - so we are $9 mllion shy.
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What ' s basically happened a ot of tinmes with earnmarks
is they are getting identified but they are not
sufficient funds to finish the project so the earmark
kind of sits +there wthout proper planning or
coordination with say the DOT. W can't get a project
: on its feet. For exanple, the Chignik one was a -
| think they got an earmark for $5 million and the
project is $35 million. W don't know where the $30
mllion is going to cone from W don’t have the
nmoney at this tine. So, part of the problem wth
earmarks is not having enough funds to finish the
proj ect .

Now t he second half of your question - Frank?

MR. RICHARDS told nenbers that the federal earmarks for highway
funds through SAFETEA-LU were deducted from the state’s
allocation of $400 mllion. Therefore, DOT&PF did not have as
much nmoney as it anticipated spending on its normal formula

proj ects. In previous legislation, like TEA 21, the earmarks
were added to the state’s base allocation and were therefore
beneficial to the state. In trying to reduce the amount of

earmarks being put forward to Congress, DOT&PF put forward four
earmarks for FY 09.

2:22:46 PM
CHAI R JOHANSEN asked if in every instance all of the earmarks
contained in SAFETEA-LU were deducted [from the state’s
al l ocation].

MS. SLAGLE clarified that Section 1702 contained the earnarks

that were deducted. O her sections of the bill contained
earmarks that were additive so the bill contained a conbi nati on.
2:23: 27 PM

CHAI R JOHANSEN asked Ms. Slagle to provide the commttee with a
list of the additive earmnarks.

M5. SLAGLE agreed to provide a list of the earmarks, sections
and whet her they were additive or deductive.

2:24: 04 PM
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REPRESENTATI VE NEUMAN said he was told by Central Region
Director Gordon Keith that the federal funds available to the
state are matching at about 10 to 1. He asked:

So what roads do you look at ... when you say
okay, you' re looking at a road project, what type of
mat chi ng funds can you get? Can you get four to one?
Can you get ten to one on them and how does that cone

t oget her ? I'"d like to understand that process and
maybe what roads are incorporated in that a little bit
further.

COWM SSI ONER VON SCHEBEN sai d that question can best be answered
by Jeff O tesen when he testifies before the commttee.

2:25: 02 PM

REPRESENTATI VE FAI RCLOUGH asked if the state can refuse earmarks
and whet her the governor has directed DOT&PF to refuse ear narKks.

COMWM SSI ONER VON SCHEBEN said he recently sent a letter to
Al aska’s congressional delegation about 12 earmarked projects
that have insufficient funds. He is trying to get the
del egation’s opinions on that process. He said some projects
may not go forward because of technical problens or insufficient
f unds.

2:26: 05 PM

REPRESENTATI VE FAI RCLOUGH said her question was whether the
governor is in the position of telling the federal governnent
that the state is refusing funds. She said she can understand
refusing funds for projects that are not within the STIP and are
deducti ve. However, if the project funds are additive and can
be advanced in their totality or only require a small state
mat ch, she believes legislators in those areas would like to
know t hat those funds are available. She furthered:

| guess | would think Al askans would hate to see us
turning away federal noney. | understand being
personal | y account abl e. | understand process and how
the whole package needs to conme together for
prioritization but | want to be very clear if the
gover nor has given the direction to DOI to
specifically not accept noney.
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MR RICHARDS said he hoped he did not msrepresent the
governor’s intentions. He clarified that the future funds
DOT&PF seeks for earmarks will be limted in nunber and the
dol I ar anounts.

2:27: 33 PM

REPRESENTATI VE FAI RCLOUGH commented that Chair Johansen said he
heard the governor was refusing earnarks. She said she just
wants a yes or no answer about the direction given by the
Adm ni stration to DOT&PF.

COMWM SSIONER  VON  SCHEBEN repeated that he wote to the
congressional delegation and identified up to 15 projects that
cannot go forward, primarily because of insufficient funds. He
prepared that letter in conjunction wth the governor’'s Ofice
but does not know whet her the governor was invol ved.

2:28:21 PM
CHAI R JOHANSEN asked who signed the letter.
COWMM SSI ONER VON SCHEBEN sai d he signed it.

CHAIR JOHANSEN said the commttee would like to see a copy of
the letter.

2:28: 36 PM

REPRESENTATI VE FAI RCLOUGH said she pressed the question because
she does not believe the governor quantitatively said no to
earmarks. She believes the Admnistration is trying to evaluate
what is inportant for Al aska inside of a |arger package. She
st at ed:

So I don't want it on the record as being disparaging

one way or another. | just want to understand
what process we're using to ask the federal delegation
to reprioritize our requests. | hope the nobney stays

on the table, is ny point, for Al aska.
2:29:03 PM
CHAI R JOHANSEN said he believes that is fair but he thought the
governor’s tone in her State of the State Address and in

comments to the press is that Al aska needs to start paying its
own way. He would prefer to see the actual docunentation to
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determ ne what is happening. He said he would also |ike to know
what sort of flexibility the state has to transfer earnarked
funds to anot her project.

M5. SLAGLE explained that simlar to state appropriations,
f eder al appropriations are |limted based on their title.
Therefore, if a comunity does not have funds to do sonething
with the earmark, DOT&PF works with the comunity to find an
alternative project, but DOT&PF has to take the new project to
t he congressional del egation. The delegation is trying to fix
some of the project titles with technical corrections so that
the communities can use the earmarked funds for other purposes.

2:31: 31 PM

CHAIR JOHANSEN said when a press release from the governor’s
Ofice said the noney for the Ketchikan bridge would be used for
projects in other parts of the state, and hundreds of comrunity
officials had worked on getting that noney for 30 years and a
great deal of those funds were additive, many of his
constituents were insulted.

2:33:10 PM

COWM SSI ONER VON SCHEBEN continued his presentation:
Slick 9 — cost of doing business. It’s been going up
at 15 to 20 percent per year. The cost of steel has

gone up. The cost of concrete has gone up. These are
some of the challenges we face at DOI. Asphalt has

increased 80 percent over the | ast 6 years.
Excavation has increased 55 percent over the last 6
years. I know these statistics mght run one right
after another but basically what |I'm telling you is

the cost of doing business is going up and the cost of
doing projects is going up so we're getting |ess bang
for the buck, which also gives us a good indication
that we should try and get as many projects as we can
get done in the next few years or the cost is just
going to be prohibitive — | can't say prohibitive.
It’s just going to keep going up and going to be nore
expensi ve to do business.

2:34: 17 PM

REPRESENTATI VE FAIRCLOUGH said she wondered whether t he
| egi slature needs to change its requirenent regarding DOT&PF s
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procurenent of the asphalt m x. She said she understands the
| egi slature requires DOT&PF to use Alaska crude in the asphalt
m x but the viscosity of the crude may be of lower quality than
what is on the narket elsewhere. She questioned whether the
cost factor is starting to outweigh the benefits of using a
| ocal product.

MR. RICHARDS said DOT&PF s challenge is that the aggregates it
uses are produced in Alaska and are relatively soft. DOI&F has
few sources of hard aggregates but tries to use those when
projects are |ocated near those sources. In many cases that
requires trucking, train transport or barge transport many
mles. DOT&PF is finding that hard aggregate inported and m xed
in the asphalt provides a longer |asting surface. He expl ai ned:

W used that, | believe, on the Tudor Road project
that we just conpleted in the fall of 2005. That was
a test section where the eastbound lane, | believe,
was hard aggregate. The westbound Iane was the
regular Mat-Su Valley gravel. W re waiting to see
the results of that to see if that road systemin that
high traffic — the nost highest traffic road in the
state, holds up.

In regards to the asphalts thenselves, we are using
pol ymer additives to try and give us the flexibility
and the strength that maybe the |ocal viscosity of the
Alaska Crude may not be providing us. So our
materials engineers are very concerned and we're
trying to cone up with the best technologies that we
have, utilizing those nodifiers, those additives, that
we can put into the mx to try and get us the best
quality product rather than ultimtely — or if we need
to, go out and inport oils into the state.

2:38: 02 PM

REPRESENTATI VE FAI RCLOUGH said she would be interested to know
whet her a procurenment procedure within DOT&F is costing the
depart ment noney. She also noted that soft cenments are now
being produced that have sone flexibility in cold weather
climates. She asked whether DOT&PF has | ooked at or tested any
of those for use in cold weather clinates.

MR RICHARDS replied he is not aware of a nore nulleable

concrete. Private contractors and the Arny Corps of Engineers
have used a certain concrete in freezing conditions that does
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not need heat to set but it is still a rigid product. He said
the procurenent procedure depends on the m x design that cones
out of DOT&PF' s materials group and what is put in the bid. He
offered to follow up with Representative Fairclough regarding
the cost to Al aska producers and inporters.

2:39: 20 PM

REPRESENTATI VE FAI RCLOUGH said a followup is not necessary. She
asked that DOT&F notify the |legislature if a procurenent
probl em exi sts.

2:39:34 PM

CHAIR JOHANSEN noted the neeting will be transcribed and the
guestions sent to DOT&PF. He noted the commttee wants to know
what options DOT&PF is | ooking at to mtigate costs.

2:39: 57 PM

REPRESENTATI VE JOHNSON noted the w de disparity between the cost
of asphalt produced in Alaska and the accelerated price increase
nationally and asked if that is caused by reasons other than the
procurement procedure.

COM SSI ONER VON SCHEBEN related his wunderstanding that the
rapid increase is due to the rising costs of labor, oil and
mat eri al s.

2:40: 50 PM

REPRESENTATI VE JOHNSON asked if those costs for asphalt and
concrete are increasing nore in Al aska than el sewhere.

MR. RICHARDS said he would prefer to provide the commttee with
the facts behind the rising costs of those products in Al aska as
conpared to the national average at a | ater date.

2:41: 40 PM

REPRESENTATI VE JOHNSON asked if the cost increase in the price
of concrete is simlar to that of asphalt or whether the problem
is related to the procurenent requirenent for asphalt.

MR RICHARDS said information from the Associated Genera

Contractors shows that the cost of concrete is higher in Al aska,
probably because the base materials have to be inported.
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2:42: 22 PM

REPRESENTATI VE JOHNSON said he would then expect t

he line [on

the chart] for concrete to be nore elevated than asphalt. He

comrent ed:

If we get an analysis and it shows that concret
hi gher than the asphalt, then | see a problem
need to get to the bottom to. If not, then
just be the cost of doing business in Al aska.

e isn't
t hat we

it may
| think

we're probably going to find that even though we

import it, we bring it up, it’s still not g

oing to

elevate to the level that the asphalt does so | see

the same problem loomng or sonmewhere out

t here

there’s a flashing light, whether it’s red or yellow I

don’t know but there’s a flashing light on th
here and 1'd like to find out the reason why.

e costs
| think

a good analysis would be sonmething that we inport 100
percent of in concrete, if it hasn’t gone up nore than

asphalt, then 1'd see that as being a red |
opposed to a yellow |light.

2:43:29 PM

COMM SSI ONER VON SCHEBEN offered to provide the co
nore information and continued his presentation:

Slide 10 — that really tells the tale regardi
t he departnment has to go through regarding cha

i ght as

mmttee with

ng what
| enges.

If you look back to the ‘60s backwards, we only had

about nine regulations we used to deal wth
and now when you look up in the 2000s, these
regul ations that DOl has to be confronted with

in 1960
are the
. It’s

another 50 or 60 nore regulations totaling probably

al nost 70 regul ations conpared to the ol d days

when it

was only 10 so it's pretty awe inspiring regarding

what we have to go through
Climate change — Slick 11
2:44. 39 PM

REPRESENTATI VE KELLER interrupted to say he would

like to know

if Alaska’s oil product used in the manufacturing of asphalt is

inferior to the inported oil product. He also asked:
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Al so, you talked about the softer aggregate. Now
that’s the gravel, right, that goes in? kay, does
that have to do with proportions? Does it have to do
with the silt that’s in our gravel? \Wlat’s going on
here? 1'd like a little bit of education on that when
you answer the question.

COWMM SSI ONER VON SCHEBEN sai d he woul d provide that information.
2:45:18 PM
REPRESENTATI VE NEUVAN asked:

: You know how | like to pronote econonc
devel opnent within the state of Alaska and to support
our Fairbanks friends. You know there’'s quite a bit of
product up there that can be used in the creation of
some [indisc.]. I’d like to know what you are doing
to help support those folks and are we looking in
state to use that?

COW SSI ONER VON  SCHEBEN questioned whether Representative
Neurman i s aski ng whet her Al aska can nmanufacture its own Portl and
cenent .

REPRESENTATI VE NEUVAN said he is.

CHAIR JOHANSEN told the comm ssioner he can respond to that
guesti on when he responds to the others.

2:45: 50 PM

REPRESENTATI VE DOOGAN said he would like to know whet her DOT&PF
still rmaintains any gravel roadways and the difference in the
per lane mle cost versus pavenent.

2:46: 11 PM
COWMM SSI ONER VON SCHEBEN conti nued his presentation:

Climate change, | think you're all pretty much aware
that things are changing out there. You can see by
these slides the freezing and thawi ng. Frank Richards
— he represents the departnent on the subconmttee. |
wanted to share one event with you - a couple of
events on intense rainfall, especially in southern
Al aska it seens to be occurring nore often, resulting
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in flooding and washed out roads. As an exanple, we
had two 100-year floods in the Kenai in 2002, costing
us over $10 mllion in repairs. Also, in the fall of
2006 the Richardson Hi ghway was closed for a week due
to severe flooding. A 100-year flood is supposed to
happen once in 100 years. W [had] two of them happen
within a nonth of each other so we are getting sone
unusual climte changes.

2:47:10 PM

Dust control - federal funding can be inpacted if
areas are designated as non-attai nment areas. A non-
attainment area, that’s on Slide 12, a non-attainnent
area is dust that exceeds national air quality.
States can be required to cone up with plans to reduce
that kind of particulate in the air so we're getting
nor e and nor e dust i ssues regar di ng our
villages...even in the Valley where | live there's
dust areas.

That slide on the right is an airport. | don’t know
where the airport is. | know Frank could tell you
where it is. That’s a unique dust prohibitive type
mat eri al . It’s — if you look at the runway you can
actually even see tire marks in the slide. This is
[indisc.] about three or four years for dust control
and it’s sone type of notion and chem cal reaction
with the soil that’'s already there and it keeps the
dust down so ...

2:48:12 PM

CHAI R JOHANSEN noted the chair of the Bush Caucus has nentioned
serious dust problens in rural Al aska, especially regarding

honey buckets. He asked the conm ssioner to work on solutions
with the Departnment of Environnmental Conservation (DEC) and the
Bush Caucus. He thought the conditions at the aforenentioned

airport mght be applicable to the vill ages.

COMWM SSI ONER VON SCHEBEN agreed and said he thought DOT&PF
requested $600,000 for water trucks and other equipnent in the
capi tal budget.

2:49: 17 PM
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MR. RICHARDS clarified that DOT&PF made a capital budget request
to specifically address the needs in the Northwest Arctic
communi ties. DEC and EPA have done air quality nonitoring in
eight villages. The results showed [the dust particulate |evel]
is above the national air quality standards. He expl ai ned:

W are hoping to work with DEC by utilizing sinple
techniques, which is just applying through a water
tank and distributor truck and apply it to the roads
and the airports in those communities, which appear to
be sone of the biggest contributors to the dust.

CHAI R JOHANSEN encouraged the comm ssioner to direct attention
to that problem because it is a health problem for the
conmuni ti es.

2:50: 13 PM

COWMM SSI ONER VON SCHEBEN conti nued his presentation, as foll ows:

kay, I'm on ny last slide on page 13. If you talk
about chall enges, the biggest challenge — one of the
bi ggest chall enges | have and | hope you can
appreciate what |I'’m up agai nst here, but we have 3,200

enpl oyees and between the next zero to five years a
third of them can depart from the departnment and
retire because of reaching retirenent age. Qur
turnover in the DOT is around 30 percent. Wen | was
in the private sector just a year or so ago, it was 15
to 17 percent. The average age of our enployees is
older; it’s 46 years old and in private practice it’s
around 40. So |I'’mup against running out of staff and
people are going to be retiring and [DOT&PF has] an
aging staff so it’'s going to be a real issue. | have
the potential of |osing sone real core conpetencies in
the departnent if | can’'t find people to replace them

| call it the war for talent. It’s hard to find
people and when | was in private practice | actually
had to go out of state for surveyors, engineers and
architects. It’s hard to find these people.

Anyway, with that |’ m open to questions.
2:51:26 PM

CHAI R JOHANSEN commented that DOT&PF has already |ost some very
val uabl e people and has had to hire new directors lately. He
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asked what proactive nmeasures DOT&PF is taking to inprove
recruitnent, other than offering higher salaries.

COM SSI ONER VON SCHEBEN told nenbers through Adninistrative
Order 237, he is wrking with Annette Kreitzer and other
conmi ssioners to address hiring and retention problens. He said
he has no quick answers. Sone people are choosing to return to
state enpl oynent and older enployees <could be rehired.
Ret ai ning enployees of retirenent age is another possibility.
Ri ght now, DOT&PF uses the Internet, head hunters, or word of
mouth to find enployees. He is working with the University and
private sector on the sane issues. This problem applies to the
entire gamut of business. More people need to be trained in
engi neering, business, marketing, and in other fields.

2:53:41 PM

REPRESENTATI VE SALMON asked for a rural airport inprovenent
project schedule for D strict 6 that shows the airports
currently being worked on.

COWM SSI ONER VON SCHEBEN agreed to provide a list.
2:54: 30 PM

REPRESENTATI VE DOOGAN asked why the turnover rate in DOT&PF is
twice what it is in the private sector.

COWMM SSI ONER VON SCHEBEN opined that it is primarily due to the
fact that DOT&PF s agi ng workforce is retiring.

M5. SLAGLE agreed it is due to Baby Booners retiring. She noted
the comm ssioner requested that an enployee survey be done to
determ ne what drew enpl oyees to DOT&PF, what woul d keep them at
DOT&PF and why they would | eave. She said DOT&PF is doing quite
a bit to attract people to transportation professions and is
finding it has to attract people at an earlier age. This spring
DOT&PF is having its first Construction Days fair in the [Mat-
Su] Valley to reach out to high school students. Furt her nor e,
DOT&PF provides internships, an engineering training program
and holds job fairs.

2:56:56 PM

CHAI R JOHANSEN asked if the enpl oyee survey addresses norale.
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M5. SLAGLE said it does. It also asks questions, such as how do
you feel about your supervisor, to get an idea about the general
feeling of enpl oyees.

CHAI R JOHANSEN asked when the survey will be conplete.

COWM SSI ONER VON SCHEBEN said the survey would be distributed
electronically in a nonth and he expects a quick response. He
informed nenbers the survey is very simlar to one done at DEC
He added the McDowell Group is handling the survey.

2:57:53 PM

CHAI R JOHANSEN said the commttee would be interested in seeing
the results of the survey.

COWMM SSI ONER VON SCHEBEN agreed to provide the results. He then
told Representative Doogan that the private sector is also
| ooking for people. Salary and quality of life are also issues.
Younger people want tinme off.

2:59: 04 PM

REPRESENTATI VE DOOGAN said a 30 percent turnover rate is huge
and asked if DOT&PF could have difficulty doing its job because
it is losing inportant enpl oyees every year.

COM SSIONER  VON SCHEBEN said he has seen that happen
repeatedly. It is a "threat,"” but it can be addressed.

REPRESENTATI VE DOOGAN said he appreciates the fact that DOT&PF
is doing a survey to provide actual data.

COW SSI ONER VON SCHEBEN said a survey is a tool he would use in
private practice to nanage his business. He said he believes
staff feedback is key to managi ng DOT&PF

CHAI R JOHANSEN questioned the turnover rate at the | egislature.

3:01: 05 PM

REPRESENTATI VE JOHNSON asked whether DOT&PF requires new hires
to be current enployees of DOT&PF. He expressed concern that
sonme departnents are requiring enploynent for specific tine
periods at the departnent as a prerequisite for enploynent. He

believes that is a big pitfall to recruitnent.
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COM SSI ONER VON SCHEBEN said he is working wth Conm ssioner
Kreitzer and Ms. Slagle regarding job qualifications. He agrees
wth Representative Johnson that sonme of the job requirenents
imrediately elimnate qualified people and that managers should
at least be able to review those resunes to determ ne whether
t hose people are possible candidates. He acknow edged that sone
of the questions asked on Wrkplace Alaska elimnate a |ot of
people that mght otherw se be qualified. Those questions have
been renoved but other problens remain.

REPRESENTATI VE JOHNSON encouraged the comm ssioner to continue
to work on that problem He then informed the conm ssioner that
he does not plan to support any bond proposals. He questi oned
why the state would sell $100 million worth of bonds when it
will have a $1 billion surplus. He said until he sees $100
mllion being saved or getting a high return so that bonding
makes sense, it will be difficult for himto argue the need to
nortgage the state’s future when it has the cash right now.

3:04: 25 PM

CHAIR JOHANSEN rem nded nenbers that the governor’s bills wll
be heard in conmttee.

COWM SSI ONER VON SCHEBEN said the cost of bonding right now is
| ow so investing the noney el sewhere at a greater rate of return

coul d be advant ageous. He said a second aspect of the bonding
request is that the governor is trying to hold capita
expenditures to under $375 mllion, so bonding would allow some

infrastructure projects to nove forward now.

REPRESENTATI VE JOHNSON said he hates budgeting by mrrors. He
said the capital budget will not be under $375 mllion if the
state gets $100 nmillion elsewhere; in his mnd, the $100 nmillion
is part of the capital budget.

3:06: 08 PM

REPRESENTATI VE NEUMAN comment ed, regarding managi ng people, the
commi ssioner started one of the nobst successful engineering
conpanies in the state and that requires good enployee
managenent. He said Knik Arm Bridge and Toll Authority (KABATA)
is extrenmely inportant to his district and asked for an update
on DOT&PF s involvenent in that project.
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COW SSI ONER VON SCHEBEN said he has a conflict of interest
because his fornmer conmpany, USKH, has submtted a proposal on
the project. He asked M. Richards to respond.

MR. RI CHARDS recogni zed that Andrew N em ec, Executive Director
KABATA was present. He told nenbers that DOT&PF is one of two
representatives of the state’'s executive branch on KABATA s
boar d. Two legislators are also on the board. The
organi zation's establishing legislation created KABATA as a
separate entity that falls under DOT&PF s unbrell a. He noted
that DOT&PF is intimately involved with KABATA on the project
and in identifying technical and coordination chall enges,
nmeani ng the state’s responsibilities to connecting road systens.
DOT&PF has that |inkage with KABATA and oversight duties as a
board nenber.

3:09: 03 PM
REPRESENTATI VE NEUMAN conment ed:
This is a unique situation for Al aska where we

have a private public partnership on a toll project.
And again, with reduction of federal funds that are

comng in, | think that maybe we need to |ook at
projects like this a little bit nmore so |I’m assum ng
that you support the use of public and private ... or

checking into public-private?

MR. VON SCHEBEN said public private partnerships seem to be an
i ndustry trend. The State of Texas is actually selling assets
to private industry. The viability of partnerships has to do
with nunbers regarding traffic flow and toll generations. The
private sector mnust be reinbursed for its investnent. Al aska
does not have the volume to generate that kind of incone. He
acknow edged that DOT&PF has not | ooked at other private public
partnerships for projects at this tine.

3:10:16 PM

REPRESENTATI VE NEUMAN asked the conm ssioner if he believes the
Kni k Arm Bridge can be built w thout private investnent.

MR. RICHARDS pointed out the current financial plan calls for
public noney to be used as match funds to conplete the bridge.

REPRESENTATI VE NEUVAN said he assunes private funds wll be
necessary.
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MR. RICHARDS said that is correct.
3:10: 55 PM

REPRESENTATI VE NEUVAN asked what DOT&PF s nmjor concerns are
wi th the bridge.

MR. RICHARDS said he is just now getting up to speed on KABATA
as he has only been on the board for two weeks. He noted that
Gordon Keith, Director, Central Region, has been sitting on the
board and M. Keith's project manager has day-to-day |inkage to
KABATA.

3:12:19 PM

REPRESENTATI VE NEUMAN referred to conpeting investor proposals,
and said a tine issue is involved. He said the state can reject
any proposals that are not in its best interests. He asked the
deputy commissioner if he can speak to the conpeting proposals
and the schedul e date for releasing the request for proposals.

MR. RICHARDS said KABATA developed a tight schedule at the

outset of the project. The final environnental inpact statenment
has been provided by the federal highway agency. KABATA is
awai ting the record decision. That can take 30 to 90 days.

DOT&PF and Departnent of Law staffs are reviewing the technica
and financial packages drawn up by KABATA for the RFP to
determ ne potential obligations or Iliabilities to the state.
When that review is conplete, those staff nenbers w il converse
wi th KABATA and the Adm nistration to address those issues.

3:14: 02 PM

REPRESENTATI VE NEUVAN asked about the tineline for the review

MR RICHARDS replied the legal team just received another
anmendnent so it has to review fresh docunents. DOT&PF hopes to
have its review of the technical specifications conplete in
early February.

3:14: 22 PM

REPRESENTATI VE NEUMAN st at ed:

It’s just so critical because, you know, there’'s been an
i ndi cation from KABATA that receiving those proposals from
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the interested developers [is] key in determ ning the val ue
of the project and so, again, it’s sonething that’'s very
inportant to ne, so if you could maybe address that again
in witing or get us a little bit nore information. But
that conpetition is inportant. | think conpetition makes
all of these stronger and, again, this is sonething unique
to Alaska where we’ve got a public and private partnership.
W’ ve got sone conpeting proposals. | hope to see sone
novenent from DOT or sone assistance on that, if we can
nove forward on that or at |east some answers to when this
can be noved up

MR. RICHARDS agreed that conpetition will be beneficial to the
state and that two conpanies want to be part of the process.

3:15:31 PM

REPRESENTATI VE FAI RCLOUGH asked whether the KABATA record
deci si on was handed down today.

MR. RICHARDS replied the record decision has not been decided to
hi s know edge. He understood the federal process would take a
m ni mum of 30 days.

REPRESENTATI VE FAI RCLOUGH said her staff was told the record
decision was comng today and the comment period would then
open.

ANDREW NI EM EC, Executive Director, Knik Arm Bridge and Toll
Aut hority (KABATA), told nenbers the final environnental inpact
statenment submitted by KABATA was released by the Federal
H ghway Adm nistration and wll be in the federal register
tomorrow. The record of decision will followin a m ninum of 30
days; however the decision is nore likely to be nade in 60 to 90
days.

3:16: 56 PM

REPRESENTATI VE FAI RCLOUGH asked if the state has the authority
to reject the proposal.

MR RI CHARDS asked for clarification.
REPRESENTATI VE FAI RCLOUGH repl i ed:

|’ m asking DOT whether we really do have authority versus
KABATA, to reject a proposal. | f KABATA itself, as an
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entity, receives a bid or a financial arrangenent, does the
state, since the state is the parent conpany per se, have
the authority to reject or is it KABATA and KABATA s board
of directors that the power is vested in?

MR. RICHARDS explained the proposals wll be submtted to
KABATA. KABATA will determne the qualifications of the
proposals and through internal and board consultations make a
determ nati on. So the state voices would be heard through the
board consul tati on.

REPRESENTATI VE FAIRCLOUGH said she is trying to determ ne

whether the legislature will have any say in the mtter or
whether it has vested all of its power in KABATA and its board
of directors, even though the state is providing funds. She

said a witten response woul d be accept abl e.
3:19:11 PM

REPRESENTATI VE NEUVAN clarified that his question was whether
the state can reject an investor proposal if it is not in the
best interest of the state.

MR. RI CHARDS said he would best serve the commttee by providing
a witten response after an in-depth analysis.

3:19:34 PM

REPRESENTATI VE  FAI RCLOUGH asked about the state’s risk
associated with the continued paynent of KABATA in its budget
cycl e. She al so asked how long the state will carry that cost
f orward. She then asked if that cost wll be repaid to the
state when the investnent goes forward into the private sector
part nershi p.

REPRESENTATI VE FAI RCLOUGH furt her expl ai ned:

The state is floating a |oan basically, saying a bridge is
a viable source. And let’s get on the record | support the
Kni k crossing. | believe that it opens an economc
opportunity for housing and conmercial devel opnent where
Anchorage is sonewhat | andlocked now. So | support a
bridge crossing but | believe that the state is on the hook
and | just want to nake sure that we are protected
appropriately in the agreenent forward and so we are part
of a budgeting picture right now for KABATA in sustaining
it so when we present the financial package to the market,
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does that package include reinbursing Al askans for that
project or is it sort of as we go forward from here that
the project takes over its costs?

MR. RICHARDS replied the executive branch is doing a risk
anal ysis right now through its legal and technical review of the
proj ect . He deferred to M. N emec to discuss the financia
package. He offered to provide Representative Fairclough wth
answers now or in witing.

REPRESENTATI VE FAI RCLOUGH said she would prefer the commttee
receive the answers in witing.

3:21:52 PM
CHAI R JOHANSEN said he would like to shift to the statew de |ong
range transportation plan. He referred to the 2030 plan and
asked:
Frankly 1, and a l|ot of people around the state,
hadn’'t really heard a whole |ot about that plan going
f orward. So I'm wondering, first of all, briefly,

what is it and what effect does it have on going
through to get the STIP rewitten? Is it sonething
that has to be done? Is that why it’s - basically by
the end of the week there’'s a deadline to cut off any

comment on it. ... First of all, in the document it
mentions - the collaborative process at the state
| evel provides a framework for naking publicly
transparent decisions - also a robust open planning
process through which regional and community plans are
devel oped. This public process began just after
Thanksgiving, | believe, and lasted through the
Christmas and New Year’'s holidays and the deadline
was, I bel i eve, prior to the legislature even
convening this year and we have had a 10 day
extension, which |I believe is up at the end of this
week.

First of all, it is ny understanding this is a plan
out to 2030, which is quite a big plan for the future
of transportation needs in Al aska. I’ m wonderi ng,
timng wise, 1'd sure like to have been able to spend

quite a bit of time before the public comrent period
is closed with not only this commttee but all 50
| egi sl ators having a chance to understand and go over
it, you know, when |I'm not wapping presents for ny
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ki ds. It seens like the timng was unfortunate and
| m wondering why that process didn't start earlier to
give — in the docunent itself | don't see three
neetings over the holiday season as a robust open
pl anning process and |’'m just wondering is there any
chance, whatsoever, of a further extension so that the
| egi slature would have the tine to discuss this? W
haven’t even gone through the plan. | would love to
have it here before the coment period is closed and
have all of us be able to read it and look at it and
comment on it and talk about it. And what is its
relationship to reopening the STIP, which allows the
departnment to reprioritize and shift noney before it’s
bounced back out of Federal H ghways before the STIP
is finalized. Howis the whole process working there?

3: 25: 28 PM

COWM SSI ONER VON SCHEBEN said DOT&PF held 15 public hearings
beginning in July of 2007; one in Wsilla, five in Fairbanks,
five in Anchorage, one in Skagway, two in Juneau, and one in
Craig. He deferred to M. Otesen to explain how it is tied to
the STIP. He said he thought it would be awkward to extend the
comment period further.

MR. RICHARDS inforned nenbers that DOT&PF is required by the
federal governnent to put the 2030 report into play before it
can do its STIP anmendnent. The federal requirenents regarding
the STIP changed under SAFETEA-LU. Those requirenents nmake
nodi fying the STIP nore onerous. He expl ai ned:

If a project has any type of cost overrun, previously
we were able to address it by working within the STIP
in that particular category and utilizing funding for
projects that may be slipping. This requires a full
blowmn STIP anendnent, which could be four to five
nmont hs to make that anendnent change. So for us to be

able to get projects out on the street, it has tied
our hands considerably in ternms of using those federal
dol | ars because of that requirenent. So the |inkage

here is that the statew de transportation plan has got
to be conpleted before we can then go with that mjor
STI P anendnent so that we can then have projects going
out this sumrer and wutilizing the federal fiscal
dol | ars.

3:27:54 PM
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CHAI R JOHANSEN asked when SAFETEA- LU was adopt ed.
MR. RI CHARDS replied in 2003.
CHAI R JOHANSEN asked:

Wiy did we not start this a long tinme ago, if the rules
were set in 2003. Now we're up against the wall on
rewiting the STIP, why didn’t we start a heck of a |ong
time ago on this whole process? Wre the neetings that you
nmentioned, the 15 different neetings, | nmean how does that
reflect back on the tinmelines that you re talking about?
Did we start the clock late? |Is that why we’re bucked up
agai nst the tide and we’re doing this over Christnas?

MR. RI CHARDS expl ai ned that SAFETEA-LU was passed by Congress in
2003, but then the Federal H ghway Adm nistration was required
to meke regulation changes. The regulation changes take a
couple of years and DOT&PF has to respond to those changes. He
offered to identify the outreach neetings and transportation
st akehol ders’ group neetings that were held around the state and
the tinelines.

3:29:36 PM

CHAI R JOHANSEN expressed concern about the process of public
input into the plan. He stated:

You know it was passed in 2003. You say it takes
three years for the anmendnents to trickle back and
that puts you at 2006. Commi ssi oner, when you took
over DOI, were the ground rules set? Were the
regulations in place? Wre you guys ready to go on
day one to start this process for the statew de
transportation plan?

COWM SSI ONER VON SCHEBEN said he would have to get back to the
commttee with the answers.

3:30:19 PM

CHAI R JOHANSEN expressed the foll owi ng concern:

That’s really ny problem W could have started
Tuesday, the first day of session, and the deadline, |
believe, is today or tonorrow. It just seens |ike
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everything is being rushed right through to get that
STIP pried open so you can reprioritize and shift
nmoney around, which is fine. But you know, when the
docurent itself says a robust open planning process,
you know, if your neeting takes place in Craig,
Al aska, no offense to Craig but there [are] 2,000
peopl e there. Once again, it sure would be nice for
you guys to hit comunities |ike Ketchikan. I know
you said you went to Juneau. Did you see them up in
your neck of the woods Representative Sal non?

REPRESENTATI VE SALMON sai d he did not.

3:31:21 PM

CHAI R JOHANSEN said the plan is a huge docunent that opens up
the STIP, which is another huge docunent. He said he is
extrenely disappointed to hear the conmittee will get answers

from M. Otesen next week when the deadline is this week. He
asked who authorized the 10-day extension.

COW SSI ONER VON SCHEBEN sai d he did.

CHAI R JOHANSEN asked the conmissioner if he is authorized to
of f er anot her extension.

COW SSI ONER VON SCHEBEN said he would need to check with M.
O tesen.

3:32:21 PM

REPRESENTATI VE DOOGAN said he would appreciate learning the rea
rel ati onship between the 2030 plan and the STIP. He stated:

That is to say, are we in the process of deciding for
the next 22 years of Alaska s history every single
transportation project that can get built or are we
sinply junping through a federal hoop in the nopst
fl exi ble and expeditious way that we can arrange? O,
is it somewhere between those two things on the
conti nuum because |I'm with the Chairnan. Basi cal | y,
if by the end of this week we're going to close the
door for everything that’s not in this big docunent
when then we go to the nore specific arrangenents as |
understand it, that will be in the STIP and we do that
in awy that 'mwilling to bet that — what would you
guess? Zero nenbers of the |egislature have | ooked at

HOUSE TRA COW TTEE - 38- January 17, 2008



- five nenbers of the legislature have | ooked at? |
don’t know. But a relatively small nunber have | ooked

at it. I think that’s going to be a problem So if
you would just sort of let ne know what it is this
2030 plan turns out to be in practice, 1'd certainly

appreciate it.
3:34: 06 PM

CHAI R JOHANSEN said the question of whether this process is just
a hoop to junp through that allows DOT&PF to open the STIP up or
whether the plan is binding is a very inportant one.

COWMM SSI ONER VON SCHEBEN r epeat ed he woul d provi de an answer.
CHAI R JOHANSEN al so expressed concern that the Al aska Marine

H ghway System is not nmentioned as part of the national highway
system in the 2030 plan, although the docunent talks about

noderni zing the national highway system He said that could
mean the conmmunities served by the Al aska Marine H ghway system
are out of Jluck for 30 years. He repeated the |evel of

understanding of the 2030 plan and how it affects the STIP is
very | ow and he does not feel that is appropriate.

3:35: 55 PM

REPRESENTATI VE NEUMAN echoed Chair Johansen’s concerns and
requested the conm ssioner do whatever he can to extend the
public comrent period again. He said constituents want to be
involved in the plan and stated:

W each represent approximtely 16,000 people and |
think we’d like to make sure that the people we
represent and the people who are watching us all right
now as the legislature is just convening want to be
involved in part of this. You know, when you | ook at
some of these, and |I'm going to go from an article,
sonme other information that |’ve been trying to get,
sone information, you know. We tal ked about revenue
flowng into Alaska and the piece of that from the
federal governnent. You know, how is that going to
affect the long range plan? We’'re tal king about
borrowi ng noney so we can pay for projects because we
can borrow noney |less than we can earn interest on it

if we reinvest in other areas. The inpact that is
going to have on the construction of the natural gas
pipeline - you know, | nean it’'s [indisc.] the
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appropriate state of developing our resources in
ar eas.

You know, we've got — there’'s mines, there’'s other
things that, you know, where does this |ong range plan
fit into that, wparticularly again in rural Al aska
where they need econom c devel opnent opportunities to
do this and the developnment of that infrastructure
that’s been lagging for years? The evaluation of the
state’s transportation system — how are we going to
neet the demands into the future? | think as a
[ House] Transportation Committee nenber , that’s
extrenely inportant to nme to realize that. You know
the interplay of air and water and |and transportation
- how do they all mx together? These are or should
be all part of your 30-year plan and what is the mx
on how those cone together so that we do have, as you
state earlier, the maxinmm value of trying to get
Al aska’s resources developed and do it in an
econom cal way.

3:37:54 PM

COW SSI ONER VON SCHEBEN asked Chair Johansen what he considers
to be a reasonabl e extensi on.

CHAI R JOHANSEN said he would |ike DOT&PF to take the drop dead
date required by the federal agency and back it out from there.
He said the public needs every mnute available to review the
docunent .

COWMM SSI ONER VON SCHEBEN said he will figure out that date.
3:38:37 PM

CHAI R JOHANSEN said he understands the plan is based on 2006
revenue projections and asked how the | atest revenue projections
will affect it.

COWM SSI ONER VON SCHEBEN deferred to M. Otesen for the answer.
3:39: 33 PM

REPRESENTATI VE FAI RCLOUGH said she agrees with Chair Johansen
and comm ttee nmenbers but can draw from personal experience in a

simlar process. She cautioned the conmttee that when
advocating for an extended comment period, prograns can get very
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dysfunctional if professionals are not allowed to balance all
needs and the process is politicized by advancing specific
transportation needs in different ways. She said l|egislators
need to be careful. She conti nued:

| am advocating because | know District 17 very well

projects inside of District 17, and dependi ng how | oud
ny voice carries and neets the rest of your voices, |
may get nore for ny comunity than another comunity

with not as nuch stroke inside of the system I have
| ess stroke than others because I'm a freshman and |
understand that. So | just caution us as we |ook at

the plan to nake sure that people who have invested
quite a bit of work and understanding a balance in
different regions throughout our state, different
venues for transportation, air, ferry, road system
that that has been taken into consideration with the
Adm ni stration’s proposal .

That said, | step back and acknow edge that | believe
that we need that time for the public and going back
to something we said earlier, and in what the governor

has said too, which | doubt has been captured in a
plan that has 10 days extension on it, is again that
criteria on what we're maki ng i nsi de this

recommendation for federal funding versus how we're
going to allocate state dollars and the criteria we
used to put these particular projects forward, because
nmy experience is if you have a 20 year plan...our

f eder al del egation wll | ook and say oh, wel |

Unal akl eet is asking for X, Y, or Z s it part of
the state plan? They look and they say oh yea, it’s
here but it is 20 years out. So you know, |

definitely hear that we need to nmake sure in the
smal l er communities that all the projects that need to
qualify at some point for funding in the future are
there but that’s sort of my experience of what the
docunent does.

Again, | don’t know that we fold it in together wth
that, seeing that the governor has stated in her State
of the State Address different criteria for Al askans
taking responsibility and wanting to nobve projects
forward sooner. | support you in your request for
additional information and just caution everyone.
Hawai i actually had Anchorage come over to try to help
them depoliticize their process and | have heard talk
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t hrough DOT and the Administration to sonehow try and
find that balance and 1’ve heard a board being thrown
around from different regions and, you know, taking
some of the politics out of it.

So | just throw that out for however you d like to
digest it today. Wien you get policy nmakers in
charge, we are using every ounce of energy we have to
make sure our district gets its best share of the pie
and | do that with a cautionary note saying that other
people smarter than | am with engineering credentials
[and] a better statewi de perspective may see other
projects that may need to go forward before | think
they need to go forward.

3:43: 14 PM

CHAIR JOHANSEN remarked that he sonewhat agrees wth
Representative Fairclough but noted if the departnment is going
to release reports and use words |ike “robust open planning,”
then those things need to happen and he does not believe they
have.

REPRESENTATI VE FAI RCLOUGH said she conpletely supports Chair
Johansen’ s anal ysi s.

COMWM SSIONER  VON SCHEBEN thanked the conmttee for the
opportunity to neet and said he hopes to get the mnutes soon

He pledged to follow up on the commttee’s concerns and said he
| ooks forward to working together in the future.

3:45: 01 PM

CHAI R JOHANSEN said his staff would conpile the questions in the
next few days and distribute themto nmenbers for accuracy.

ADJ OURNMENT
There being no further business before the commttee, the House

Transportation Standing Committee neeting was adjourned at 3:45
p. m
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